Dated March 21, 2003

THE GABELLIGLOBAL MULTIMEDIA TRUST INC.

STATEMENT OF ADDITIONAL INFORMATION

The Gabelli Global Multimedia Trust Inc. (the "Fund") is a closed-end, non-diversified management
investment company registered under the Investment Company Act of 1940, as amended (the "1940 Act"). The
Fund's primary investment objective is to achieve long-term growth of capital by inveging primarily in the common
stock and other debt or equity securities of foreign and domestic companies involved in the telecommunications,
media, publishing and entertainment industries. Income is the secondary investment objective. The investment
objectives of long-term growth of capital and income are fundamental polides of the Fund. The Fund's policy of
concentration incompanies in the communicationsindustries is also a fundamental policy of the Fund.

This Statement of Additional Information ("SAI") is not a progectus, but should be read in conjunction
with the prospectus for the Fund dated March 21 , 2003 (the "Prospectus”). Investors should obtain and read the
Prospectus prior to purchasing the Series B Preferred or the Series C Auction Rate Preferred. A copy of the
Prospectus may be obtained without charge by calling the Fund at 1-800-GABELLI (1-800-422-3554) or (914)
921-5070. This SAl incorporates by reference the entire Prosp ectus.

Each capitalized term used but not defined in this SA | has the meaning ascribed to it, as the case may be, in
the Prospectus or in the glossary of this SAI.
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The Prospectus and thisSAI omit certain of the information contained in the registration gatement filed
with the Securities and Exchange Commission, Washington, D.C. The regidration statement may be obtained from
the Securities and Exchange Commission upon payment of the fee prescribed, or inspected at the Securities and
Exchange Commission's office at no charge. ThisStatement of Additional Information is dated March 21, 2003.

THE FUND

The Fund was incorporated in Maryland on M ay 31, 1994, and is a non-diversified, closed-end management
investment company registered under the 1940 Act. The Fund's investment operations commenced on November 15,
1994. TheFund'scommon stock is traded on the New York Stock Exchange under the symbol "GGT." The Fund's
Series A Preferred is traded onthe New Y ork Stock Exchange under the symbol "GGT Pr."



INVESTMENT OBJECTIVES AND POLICIES
Investment Objectives

The Fund's primary investment objective is long-term growth of capital. Income is asecondary objective.
Under normal market conditions, the Fund will invest at |east 80% of its total assets in common stock and other
securities of companies in the telecommunications, media, publishing and entertainment industries. See "lnvestment
Objectives and Policies" in the Prospectus.

Investment Practices

Special Situations. Subject to the Fund's policy of investing at least 80% of the value of its total assetsin
companies invaved in the telecommunications, media, publishing and entertainment industries, the Fund from time
to time may invest in companies that are determined by Gabelli Funds, LLC (the "Adviser") to possess "special
situation” characteristics. In general, a special situation company is a company whose securities are expected to
increase in value solely by reason of a development particularly or uniquely applicable to the company. Develop-
ments that may create special situationsinclude, among others, a liquidation, reorganization, recapitalization or
merger, material litigation, technological breskthrough or new management or management policies. The principal
risk associated with investmentsin special situation companies is that the anticipated development thought to create
the special situation may not occur and the investment therefore may not appreciate in value or may decline in value.

Temporary Defensive Investm ents. Although under normal market conditions at least 80% of the Fund's
assets will consig of common stock and other securities of foreign and domestic companies involved in the
telecommunications, media, publishing and entertainment industries, when a temporary defensive posture is believed
by the Investment Adviser to be warranted ("temporary defensve periods"), the Fund may hold without limitation
cash or invest its assets in money market instruments and repurchase agreements in respect of those instruments. The
money market instruments in which the Fund may invest are U.S. government securities, commercial paper rated A-1
or higher by Standard & Poor's Corporation ("S&P") or Prime-1 by Moody's Investors Service, Inc. ("Moody's");
and certificates of deposit and bankers' acceptances issued by domegic branches of U.S banks that are members of
the Federal Deposit Insurance Corporation. For adescription of such ratings, see A ppendix A to the Prospectus.
The Fund may also invest up to 10% of the market value of its total assets during temporary defensive periodsin
shares of money market mutual funds that invest primarily in U.S. Government securities and repurchase agreements
in respect of those securities. Money market mutual funds are investment companies and the investmentsby the
Fund in those companies are subject to certain other limitations. See "Investment Restrictions." As a shareholder in
amutual fund, the Fund will bear its ratable share of the fund's expenses, including management fees, and will
remain subject to payment of the fees to the Investment Adviser with respect to assets so invested.

Lower Rated Securities. The Fund may invest up to 10% of its total assets infixed-income securities rated
in the lower rating categories of recognized gatigical rating agencies such assecurities rated "CCC" or lower by
S& P or "Caa" or lower by Moody's, or non-rated securities of comparable quality. These debt securities are
predominantly speculative and involve major risk exposure to adverse conditions and are often referred to in the
financial press as"junk bonds."

Generally, such lower rated securities and unrated securities of comparable quality offer a higher current
yield thanis offered by higher rated securities, but also (i) will likely have some quality and protective characteristics
that, in the judgment of the rating organizations, are outweighed by large uncertainties or major risk exposures to
adverse conditions and (ii) are predominantly speculative with respect to the isauer's capacity to pay interest and
repay principal in accordance with the terms of the obligation. The market values of certain of these securities also
tend to be more sensitive to individual corporate developments and changes in economic conditions than higher
quality bonds. In addition, such lower rated securities and comparable unrated securities generally present a higher
degree of creditrisk. The risk of loss due to default by these issuers is significantly greater because such lower rated
securities and unrated securities of comparable quality generally are unsecured and frequently are subordinated to the
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prior payment of senior indebtedness. In light of these risks, the Investment A dviser, in evaluating the creditworthi-
ness of an issue, whether rated or unrated, will take various factors into consideration, which may include, as
applicable, the issuer's operating history, financial resources and its sendtivity to economic conditions and trends, the
market support for the facility financed by the issue, the perceived ability and integrity of the issuer's management
and regulatory matters.

In addition, the market value of securities in lower rated categories is more volatile than that of higher
quality securities and the markets in which such lower rated or unrated securities are traded are more limited than
those in which higher rated securities are traded. The existence of limited markets may make it more difficult for the
Fund to obtain accur ate market quotations for purposes of valuing its portfolio and calculating its net asset value.
Moreover, the lack of aliquid trading market may restrict the availability of securities for the Fund to purchase and
may also hav e the effect of limiting the ability of the Fund to sell securities at their fair market value to respond to
changes in the economy or the financial markets.

Lower rated debt obligations also present risks based on payment expectations. If an issuer callsthe
obligation for redemption (often a feature of fixed income securities), the Fund may have to replace the security with
alower yielding security, resulting in a decreased return for investors. Also, as the principal value of bonds moves
inversely with movements in interest rates, in the event of rising interest rates the value of the securities held by the
Fund may decline proportionately more than a portfolio consisting of higher rated securities Investmentsin zero
coupon bonds may be more speculative and subject to greater fluctuationsin value due to changes in interest rates
than bonds that pay interest currently.

The Fund may invest in securities of issuersin default. The Fund will invest in securities of issuersin
default only whenthe Investment Adviser believes that suchissuers will honor their obligations or emerge from
bankruptcy protection and the value of these securities will appreciate. By investing in securities of issuersin
default, the Fund bears the risk that these issuers will not continue to honor their obligations or emerge from
bankruptcy protection or that the value of the securities will not appreciate.

In addition to using recognized rating agencies and other sources, the Investment Adviser also performs its
own analysis in seeking investments that it believes to be underrated (and thus higher-yielding) in light of the
financial condition of the issuer. Its analysis of issuers may include, among other things, current and anticipated cash
flow and borrowing requirements, value of assets in relation to higorical cost, strength of management, responsive-
ness to businessconditions, credit standing and current anticipated results of operations. In slecting invesments for
the Fund, the Investment Adviser may also consider general business conditions, anticipated changes in interest raes
and the outlook for specific industries.

Subsequent to itspurchase by the Fund, an issue of securitiesmay cease to be rated or its rating may be
reduced. In addition, it is possible that statigical rating agenciesmight not change their ratings of a particular issue
or reflect subsequent events on atimely basis. Moreover, such ratingsdo not assess the risk of a decline in market
value. None of these events will require the sale of the securities by the Fund, although the Investment Adviser will
consider these events in determining whether the Fund should continue to hold the securities.

The market for certain lower raed and comparable unraed securitieshas in the past experienced amajor
economic recession. T he recession adversely affected the value of such securities as well as the ability of certain
issuers of such securities to repay principal and pay interestthereon. The market for those securities could reactin a
similar fashion in the event of any future economic recession.

Derivative Instruments.
Options. The Fund may, from time to time, subject to guidelines of the Board of Directors and the
limitations set forth in the Prospectus and applicable rating agency guidelines, purchase or sell, i.e., write, options on

securities, securities indices and foreign currencieswhich are listed on a national securities exchange or in the OTC
market, as a meansof achieving additional return or of hedging the vdue of the Fund'sportfolio.
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A call option is a contract that gives the holder of the option the right to buy from the writer of the call
option, in return for a premium, the security or currency underlyingthe option at a specified exercise price at any
time during the term of the option. The writer of the call option has the obligation, upon exercise of the option, to
deliver the underlying security or currency upon payment of the exercise price during the option period.

A put option is a contract that givesthe holder of the option the right, in return for a premium, to sell to the
seller the underlying security at a specified price. The seller of the put option has the obligation to buy the
underlying security upon exercise at the exercise price.

A call optionis"covered" if the Fund owns the underlying instrument covered by the call or has an absolute
and immediate right to acquire that instrument without additional cash consideration (or for additional cash
consideration held in a segregated account by its custodian) upon conversion or exchange of other instruments held
inits portfolio. A call option is also covered if the Fund holds a call on the same instrument as the call written where
the exerciseprice of the call held is (i) equal to or less thanthe exerci<e price of thecall written or (ii) greater than
the exerciseprice of the call written if the difference is maintained by the Fund in cash, U.S. government securities
or other liquid securitiesin a segregated account with itscustodian. A put option is "covered" if the Fund maintains
cash or other high grade short-term obligations with a value equal to the exercise price in a segregated account with
its custodian, or else holds a put on the same instrument as the put written where the exercise price of the put held is
equal to or greater than the exercise price of the put written. The Investment Adviser, on behalf of the Fund, has no
present intention to engage in uncovered option transactions. If the Fund has written an option, it may terminate its
obligation by effecting a clogng purchase transaction. This is accomplished by purchasing an option of the same
series as the option previously written. However, once the Fund has been assigned an exercise notice, the Fund will
be unable to effect a closing purchase transaction. Similarly, if the Fund is the holder of an option it may liquidate
its position by effecting a closing sale transaction. This is accomplished by slling an option of the same sries as
the option previoudy purchased. Therecan be no asaurance that either a closng purchase or sale transaction can be
effected when the Fund so desires.

The Fund will realize a profit from a closing transaction if the price of the transaction is less than the
premium received from writing the option or is mor e than the premium paid to purchase the option; the Fund will
realize aloss from a closing transaction if the price of the transaction is more than the premium received from
writing the option or is less than the premium paid to purchase the option. Since call option prices generally reflect
increases in the price of the underlying security, any loss resulting from the repurchase of a cdl option may al be
wholly or partially offset by unrealized appreciation of the underlying security. Other principal factors affecting the
market value of a put or a call option include supply and demand, interest rates the current market priceand price
volatility of the underlying security and the time remaining until the expiration date. Gains and losses on invest-
ments in options depend, in part, on the ability of the Investment Adviser to predict correctly the effect of these
factors. The use of options cannot serve as a complete hedge since the price movement of securities underlying the
options will not necessarily follow the price movementsof the portfolio securities subject to the hedge.

An option postion may be closed out only on an exchange which provides a secondary market for an option
of the same series. Although the Fund will generally purchase or write only those options for which there appears to
be an active secondary market, there is no assurance that a liquid secondary market on an exchange will exig for any
particular option. In such event it might not be possible to effect closing transactionsin particular options, o that
the Fund would have to exercise its options in order to realize any profit and would incur brokerage commissions
upon the exercise of call options and upon the subsequent disposition of underlying securitiesfor the exercise of put
options. If the Fund, as a covered call option writer, is unable to effect a closing purchase transaction in a secondary
market, it will not be able to sell the underlying security until the option expires or it delivers the underlying security
upon exercise or otherwise covers the position.

Options on Securities Indices. The Fund may purchase and sell securities index options. One effect of such
transactions may be to hedge all or part of the Fund's securities holdings againg a general decline in the securities
market or asegment of the securities market. Optionson securities indices are similar to options on stocks except
that, rather than the right to take or make delivery of stock at aspecified price, an option on a curitiesindex gives
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the holder theright to receive, upon exercise of the option, an amount of cash if the closing level of the securities
index upon which the option is based is greater than, in the case of a call, or less than, in the case of a put, the
exercise price of the option.

The Fund's successful use of options on indices depends upon its ability to predict the direction of the
market and is subject to various additional risks The correlation between movements in the index and the price of
the securities being hedged against isimperfect and therisk from imperfect corrdationincreases as the composition
of the Fund diverges from the composition of the relevant index. Accordingly, a decrease in the value of the
securities being hedged against may not be wholly offset by a gain on the exercise or sale of a securities index put
option held by the Fund.

Options on Foreign Currencies. Instead of purchasing or selling currency futures (as described below), the
Fund may attempt to accomplish similar objectives by purchasing put or call options on currencies or by writing put
options or call options on currencies either on exchanges or in OTC markets. A put option gives the Fund the right
to sell acurrency at the exercise price until the option expires A call option gives the Fund the right to purchase a
currency at the exercise price until the option expires Both types of options serve to insure against adverse currency
price movements in the underlying portfolio assets desgnatedin a given currency. The Fund's use of options on
currencies will be subject to the same limitations as its use of options on securities, described above and in the
Prospectus. Currency options may be subject to position limits which may limit the ability of the Fund to fully hedge
its positions by purchasing the options.

Asin the case of interest rate futures contractsand options thereon, described below, the Fund may hedge
against therisk of a decrease or increase in the U.S. dollar value of aforeign currency denominated debt security
which the Fund owns or intends to acquire by purchasing or selling options contracts, futurescontracts or options
thereon with respect to aforeign currency other than the foreign currency in which such debt security is denomi-
nated, where the values of such different currencies (vis-a-vis the U.S. dollar) historically have a high degree of
positive correlation.

Futures Contracts. The Fund will enter into futures contracts only for certain bona fide hedging, yield
enhancement and risk management purposes. The Fund may enter into futures contracts for the purchase or sale of
debt securities, financial indices, and U.S. government securities (collectively, "interest rate futures contracts"). It
may also enter into futures contracts for the purchase or sale of foreign currencies in which securities held or to be
acquired by the Fund are denominated, or the value of which have a high degree of positive correlation to the value
of such currencies as to constitute an appropriate vehiclefor hedging. In addition, the Fund may enter into futures
contracts on gock and bond indices (collectivdy, "securities indices"). The Fund may enter into such futures
contracts both on U .S. and foreign exchanges.

A "sale" of afutures contract (or a"short" futures position) means the assumption of a contractual
obligation to deliver the assets underlying the contract at a gpecified price at a specified future time A "purchase" of
afutures contract (or a"long" futures position) means the assumption of a contractual obligation to acquire the assets
underlying the contract at a specified price at a specified future ime. Certainfutures contracts are settled on a net
cash payment basis rather than by the sale and delivery of the assetsunderlying the futures contracts U.S. futures
contracts have been designed by exchanges that have been designated as "contract markets" by the Com modity
Futures Trading Commission (the "CFTC"), an agency of the U.S. government, and must be executed through a
futures commission merchant, i.e., abrokerage firm, which is a member of the relevant contract market. Futures
contracts trade on these contract markets and their affiliated clearing organizations guarantee performance of the
contracts asbetween the clearing members of the exchange.

At the time a futures contract is purchased or sold, the Fund must allocate cash or securities as a deposit
payment (initial margin). It is expected that the initial margin on U.S. exchanges will vary from 0.5% to 4% of the
face value of the contract. Under certain circumstances, however, such as during periods of high volatility, the Fund
may be required by an exchange to increase the level of itsinitial margin payment. Thereafter, the futures contract is
valued daily and the payment in cash of "variaion margin" may be required, a process known as "mark-to-the-
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market." Each day the Fund isrequired to provide or is entitled to receive variation margin in an amount equal to
any change in the value of the contract since the preceding day.

Although futures contracts by their terms may call for the actual delivery or acquisition of underlying assets,
in most cases the contractual obligation is extinguished by offset before the expiration of the contract.

The offsetting of a contractual obligation is accomplished by buying (to offset an earlier sale) or selling (to
offset an earlier purchase) an identical futures contract calling for delivery in the same month. Such a transaction
cancels the obligation to make or take delivery of the underlying commodity. W hen the Fund purchases or sells
futures contracts, the Fund will incur brokerage fees and related transactions costs.

In addition, futures contracts entail risks. The ordinary spreads between values inthe cash and futures
markets, due to differences in the characters of those markets, are subject to distortions. First, all participants in the
futures market are subject to initial and variaion margin requirements. Rather than meeting additional variation
margin requirements, investors may close futures contracts through offsetting transactions which could distort the
normal relationship between the cash and futures markets. Second, the liquidity of the futures market depends on
participants entering into offsetting transactions rather than making or taking delivery. T o the extent participants
decide to make or tak e delivery, liquidity in the futures mark et could be reduced, thus producing price distortions.
Third, from the point of view of speculators, the margin deposit requirements in the futures market are |ess onerous
than margin requirements in the securities market. Increased participation by speculators in the futures market may
cause temporary price distortions. T hus, a correct forecast of interest rate trends by the Investment Adviser may still
not result in a successful transaction.

If the Fund seeks to hedge against a decline in the value of its portfolio securities and sells futures contracts
on other securities that historically have had a high degree of positive correlation to the value of the portfolio
securities, the value of its portfolio securities might decline more rapidly than the value of a poorly correlated futures
contract rises. In that case, the hedge will be lesseffective than if the correlation had been greater. In a similar but
more extreme situation, the value of the futures position might in fact decline w hile the value of the portfolio
securities holds steady or rises. This would result in alossthat would not have occurred but for the attempt to hedge.

Options on Futures Contracts. The Fund may also enter into options on futures contracts for certain bona
fide hedging, yield enhancement and risk management purposes. The Fund may purchase put and call options and
write put and call options on futurescontracts that are traded on U.S. and foreign exchanges. The Investment
Adviser, on behalf of the Fund, has no present intention to engage in uncovered option transactions. An option on a
futures contract gives the purchaser theright, in return for the premium paid, to assume a position in a futures
contract (along position if the option is a call and a short position if the option is a put) at a specified exercise price
at any time during the option exercise period. The writer of the option is required upon exercise to assume a short
futures position (if the option is a call) or along futures position (if the option is a put). Upon exercise of the option,
the assumption of offsetting futures positions by the writer and holder of the option will be accompanied by delivery
of the accumulated cash balance in the writer's futures margin account which represents the amount by which the
market price of the futures contract at exercise, exceeds, in the case of a call, or isless than, in the case of a put, the
exercise of the option on the futures contract.

The Fund will be considered "covered" with respect to a call option it writes on a futures contract if the
Fund owns the asset which is deliverable under the futurescontract or an option to purchase that futures contract
having astrike price equal to or less than the strike price of the"covered" option and having an expiration dae not
earlier than the expiration date of the "covered" option, or if it segregates and maintains with its custodian for the
term of the option, cash or liquid securities equal to the fluctuating value of the optioned futures. The Fund will be
considered "covered" with respect to a put option it writes on a futures contractif it owns an option to sdl that
futures contract having astrike price equal to or greater than the grike price of the "covered" option and having an
expiration date not earlier than the expiration date of the "covered" option, or if it segregates and maintains with its
custodian for the term of the option, cash or liquid securities at all times equal in value to the exercise price of the
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put (less any initial margin deposited by the Fund with itscustodian with respect to such put option). Thereis no
limitation on the amount of the Fund's assets w hich can be placed in the segregated account.

Writing a put optionon a futures contract serves as a partial hedge against an increase in the value of debt
securities the Fund intends to acquire. If the futuresprice at expiration of the option isabove the exercise price, the
Fund will retain the full amount of the option premium which provides a partial hedge againg any increase that may
have occurred in the price of the debt securities the Fund intends to acquire. If the market price of the underlying
futures contract is bdow the exercise price when the option is exercised, the Fund will incur a loss, which may be
wholly or partially offset by the decrease in the value of the securities the Fund intends to acquire.

Writing a call option on a futures contract srves as a partial hedge against a decrease in the value of the
Fund's portfolio securities. If themarket price of theunderlying futures contract at expiration of awrittencall option
is below the exercise price, the Fund will retain the full amount of the option premium, thereby partially hedging
against any decline that may have occurred in the Fund's holding of debt securities. If the futures price when the
option is exercised is above the exercise price, how ever, the Fund will incur a loss, which may be wholly or partially
offset by the increase in the value of the securities in the Fund's portfolio which were being hedged.

The Fund may purchase put options on futur es contracts to hedge its portfolio against the risk of adecline in
the value of the debt securities it owns as a result of rising interest rates or fluctuating currency exchange rates. The
Fund may also purchase call options on futures contracts asa hedge against an increase in the value of securities the
Fund intends to acquire as aresult of declining interest rates or fluctuating currency exchange rates.

Interest Rate Futures Contracts and Options Thereon. The Fund may purchase or sell intered rate futures
contracts to take advantage of or to protect the Fund against fluctuations in interest rates afecting theval ue of debt
securities which the Fund holds or intends to acquire. For example, if interest rates are expected to increase, the
Fund might sell futures contracts on debt securities, the values of which historically have a high degree of positive
correlation to the values of the Fund's portfolio securities. Such a sale would have an effect amilar to slling an
equivalent value of the Fund's portfolio securities. If interest rates increase, the value of the Fund's portfolio
securities will decline, but the value of the futures contracts to the Fund will increase at approximately an equivalent
rate thereby keeping the net asset value of the Fund from declining as much as it otherwise would have. The Fund
could accomplish similar results by selling debt securities with longer maturities and investing in debt securities with
shorter maturities when interest rates are expected to increase. However, since the futures market may be more
liquid than the cash market, the use of futures contracts as a risk management technique allows the Fund to maintain
a defensive position without having to sell its portfolio securities.

Similarly, the Fund may purchase intered rate futures contracts when it is expected that interest rates may
decline. The purchase of futures contracts for thispurpose congitutes a hedge against increases in the price of debt
securities (caused by declining interest rates) which the Fund intends to acquire. Since fluctuations in the value of
appropriately selected futures contracts should approximate that of the debt securities that will be purchased, the
Fund can take advantage of the anticipated rise in the cost of the debt securities without actually buying them.
Subsequently, the Fund can make its intended purchase of the debt securitiesin the cash market and cur rently
liquidate its futures position. T o the extent the Fund enters into futures contracts for this purpose, it will maintainin
a segregated asset account with the Fund's custodian, assets sufficient to cover the Fund's obligations with respect to
such futures contracts, which will consist of cash or other liquid securities from its portfolio in an amount equal to
the difference between thefluctuating market value of such futures contracts and the aggregate value of theinitid
margin deposited by the Fund with its custodian with respect to such futures contracts.

The purchase of a call option on afutures contract is similar in some respects to the purchase of acall
option on an individual security. Depending on the pricing of the option compared to either the price of the futures
contract upon which it is based or the price of the underlying debt securities, it may or may not be less risky than
ownership of the futures contract or underlying debt securities. Aswith the purchase of futurescontracts, when the
Fund is not fully inveged it may purchase a call option on a futurescontract to hedge against a market advance due
to declining interest rates.
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The purchase of a put option on a futures contract issimilar to the purchase of protective put options on
portfolio securities. The Fund will purchase a put option on a futures contract to hedge the Fund's portfolio against
the risk of rising interest rates and consequent reduction in the value of portfolio securities.

The writing of a call option on a futurescontract constitutes a partial hedge against declining prices of the
securities which are deliverable upon exercise of the futures contract. If the futures price at expiration of the option
is below the exercise price, the Fund will retain the full amount of the option premium which providesa partial
hedge against any decline that may have occurred in the Fund's portfolio holdings. The writing of a put option on a
futures contract constitutes a partial hedge against increasng prices of the securities that are ddiverable upon
exercise of the futures contract. If the futures price at expiration of the option is higher than the exercise price, the
Fund will retain the full amount of the option premium, which provides a partial hedge against any increase in the
price of debt securities that the Fund intends to purchase. If a put or call option the Fund has written is exercised, the
Fund will incur aloss which will be reduced by the amount of the premium it received. Depending on the degree of
correlation between changes in the value of its portfolio securities and changes in the value of its futures positions,
the Fund's losses from options on futures it has written may to some extent be reduced or increased by changes in the
value of its portfolio securities.

Currency Futures and Options Thereon. Generally, foreign currency futurescontracts and options thereon
are similar to the interest rate futures contracts and optionsthereon discussed previously. By enteringinto currency
futures and options thereon, the Fund will seek to egablish the rate at which it will be entitled to exchange U.S.
dollars for another currency at a future time. By selling currency futures the Fund will seek to establish the number
of dollarsit will receive at delivery for a certain amount of aforeign currency. In this way, whenever the Fund
anticipates a decline in the value of aforeign currency againstthe U.S. dollar, the Fund can attempt to "lock in" the
U.S. dollar vdueof some or all of the securities held initsportfolio that are denominated intha currency. By
purchasing currency futures, the Fund can establish the number of dollars it will be required to pay for a specified
amount of aforeign currency in afuture month. Thus, if the Fund intends to buy securities in the future and expects
the U.S. dollar to decline against the relevant foreign currency during the period before the purchase is effected, the
Fund can attempt to "lock in" the price in U.S. dollars of the securities it intends to acquire.

The purchase of optionson currency futures will allow the Fund, for the price of the premium and related
transaction costs it must pay for the option, to decide whether or not to buy (in the case of acall option) or to sell (in
the case of a put option) afutures contract at a specified price at any time during the period before the option ex pires.
If the Investment Adviser, in purchasing an option, has been correct in its judgment concerning the direction in
which the price of aforeign currency would move as against the U.S. dollar, the Fund may exercise the option and
thereby takea futures position to hedge against the risk it had correctly anticipated or close out the option position at
again that will offset, to some extent, currency exchange losses otherwise suffered by the Fund. If exchange rates
move in away the Fund did not anticipate, however, the Fund will have incurred the expense of the option without
obtaining the expected benefit, any such movement in exchange rates may also thereby reduce rather than enhance
the Fund's profits on its underlying securities transactions.

Securities Index Futures Contracts and Options Thereon. Purchases or sales of securities index futures
contracts are used for hedging purposes to attempt to protect the Fund's current or intended investmentsfrom broad
fluctuationsin stock or bond prices. For example, the Fund may !l securities index futurescontracts in anticipation
of or during a market decline to attempt to offset the decrease in market value of the Fund's securities portfolio that
might otherwiseresult. If such decline occurs, the loss in value of portfolio securities may beoffset, in whole or
part, by gains on the futures position. W hen the Fund is not fully invested in the securities market and anticipates a
significant market advance, it may purchase securities index futures contracts in order to gain rapid market exposure
that may, in part or entirely, offset increases in the cost of securities that the Fund intends to purchase. As such
purchases are made, the corresponding positions in securities index futures contracts will be closed out. The Fund
may write put and call options on securities index futures contracts for hedging purposes.

Limitations on the Purchase and Sale of Futures Contracts and Options on Futures Contracts. Subject to
the guidelinesof the Board of Directors, the Fund may engage in transactions in futures contracts and options hereon
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only for bona fide hedging, yield enhancement and risk management purposes, in each case in accordance with the
rulesand regulations of the CFTC.

Regulations of the CFTC currently applicable to the Fund permit the Fund's futures and options on futures
transactions to include (i) bona fide hedging transactions without regar d to the per centage of the Fund's assets
committed to margin and option premiums and (ii) non-hedging transactions, provided that the Fund not enter into
such non-hedging transactions if, immediately thereafter, the sum of the amount of initial margin deposits on the
Fund's existing futures positions and option premiums would exceed 5% of the market value of the Fund's liquidating
value, after taking into account unrealized profits and unrealized |osses on any such transactions.

In addition, investment in future contracts and related optionsgenerally will be limited by the raing agency
guidelines applicable to any of the Fund's outstanding preferred stock.

Forward Currency Exchange Contracts. The Fund may engage in currency transactions other than on
futures exchanges to protect against future changes in the lev el of future currency exchange rates. The Fund will
conduct such currency exchange transactions either on a spot, i.e., cash, basis at the rate then prevailing in the
currency ex change market or on aforward basis, by entering into forward contracts to purchase or sell currency. A
forward contract on foreign currency involvesan obligation to purchase or sell a specific currency at a future date,
which may be any fixed number of days agreed upon by the parties from the date of the contract, at a price set on the
date of the contract. The risk of shifting of a forward currency contract will be substantially the same as a futures
contract having similar terms. The Fund's dealing in forward currency exchange will be limited to hedging involving
either specific transactions or portfolio positions. Transaction hedging is the purchase or sale of forward currency
with respect to specific receivables or payables of the Fund generally arising in connection with the purchase or sale
of its portfolio securities and accruals of interest receivable and Fund expenses. Position hedging is the forward sale
of currency with respect to portfolio security positions denominated or quoted in that currency or in a currency
bearing a high degree of positive correlation to the value of that currency.

The Fund may not position hedge with respect to a particular currency for an amount greater than the
aggregate market value (determined at the time of making any sale of forward currency) of the securities held in its
portfolio denominated or quoted in, or currently convertible into, such currency. If the Fund enters into a position
hedging transaction, the Fund's custodian or subcustodian will place cash or other liquid securities in asegregated
account of the Fund in an amount equal to the value of the Fund'stotal assets committed to the consummation of the
given forward contract. If the vdue of the securities placed in the segregated account declines, additional cash or
securities will be placed in the account so that the value of the account will, at all times, equal the amount of the
Fund's commitment with respect to the forward contract.

At or before the maturity of a forward salecontract, the Fund may either sell a portfolio security and make
delivery of thecurrency, or retain the security and offset its contractual obligations to ddiver the currency by
purchasing a second contract pursuant to which the Fund will obtain, on the same maturity date, the ssme amount of
the currency which it is obligated to delivery. If the Fund retains the portfolio security and engages in an offsetting
transaction, the Fund, at the time of execution of the offsetting transaction, will incur a gain or aloss to the extent
that movement has occurred in forward contract prices. Should forward prices decline during the period between the
Fund's entering into a forward contract for the sale of a currency and the date it enters into an offsetting contract for
the purchase of the currency, the Fund will realize a gain to the extent the price of the currency it has agreed to
purchase is less than the price of the currency it has agreed to sell. Should forward prices increase, the Fund will
suffer aloss to the extent the price of the currency it has agreed to purchase exceeds the price of the currency it has
agreed to sell. Closing out forward purchase contracts involves similar offsetting transactions.

The cost to the Fund of engaging in currency transactionsvarieswith factors such as the currency involved,
the length of the contract period and the market conditionsthen prevailing. Because forward transactions in currency
exchange are usually conducted on a principal basis, no fees or commissions are involved. The use of foreign
currency contracts does not eliminate fluctuations in the underlying prices of the securities, but it does establish a
rate of exchange that can be achieved in the future. In addition, although forward currency contracts limit therisk of
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loss due to a decline in the value of the hedged currency, they also limit any potential gain that might result if the
value of the currency increases.

If adeclinein any currency is generally anticipated by the Investment Adviser, the Fund may not be able to
contract to !l the currency at a price above the level to which the currency isanticipated to decline.

Special Risk Considerations Relating to Futures and Options Thereon. The Fund's ability to establish and
close out positions in futurescontracts and options thereon will be subject to the devel opment and maintenance of
liquid markets. Althoughthe Fund generally will purchase or sell only those futures contracts and options thereon
for which there gppears to bea liquid market, there is no assurance that a liquid market on an exchangewill exist for
any particular futurescontract or option thereon at any particular time. In the event no liquid market exists for a
particular futures contract or option thereon in which the Fund maintains a position, it will not be possible to effect a
closing transaction in that contract or to do so at a satisfactory price and the Fund would have to either make or take
delivery under the futures contract or, in the case of awritten option, wait to sell the underlying securities until the
option expires oris exercised or, in the case of a purchased option, exercise the option. In the case of a futures
contract or an option thereon which the Fund has written and which the Fund is unable to close, the Fund would be
required to maintain margin deposits on the futures contract or option thereon and to make variation margin
paymentsuntil the contract isclosed.

Successful use of futurescontracts and options thereon and forward contracts by the Fund is subject to the
ability of the Investment Adviser to predict correctly movements in the direction of interest and foreign currency
rates. If the Invesment Adviser's expectations are not met, the Fund will be in a worse position than if a hedging
strategy had not been pursued. For example, if the Fund has hedged against the possibility of an increase in interest
rates that would adversely affect the price of securities in its portfolio and the price of such securities increases
instead, the Fund will lose part or all of the benefit of the increased value of its securities because it will have
offsetting losses in its futures positions. In addition, in such situations, if the Fund has insufficient cash to meet daily
variation margin requirements, it may have to sell securities to meet the requirements. These sales may be, but will
not necessarily be, atincreased prices which reflect the rising market. The Fund may have to sdl securities ata time
when it is disadv antageous to do so.

Additional Risks of Foreign Options, Futures Contracts, Options on Futures Contracts and Forward
Contracts. Options, futures contracts and options thereon and forward contracts on securities and currencies may be
traded on foreign exchanges. Such transactions may not be regulated as effectively as dmilar transactions in the
U.S., may not involve a clearing mechanism and related guarantees and are subject to the risk of governmental
actions affecting trading in, or the prices of, foreign securities. T he value of such positions also could be adver sely
affected by (i) other complex foreign political, legal and economic factors, (ii) lesser availability than inthe U.S. of
data on which to make trading decisions, (iii) delaysin the Fund's ability to act upon economic events occurring in
the foreign markets during non-businesshours in the U.S., (iv) the imposition of different exercise and settlement
terms and procedures and margin requirements than in the U.S. and (v) lesser trading volume.

Exchanges on which options, futures and options on futures are traded may impose limits on the positions
that the Fund may take in certain circumstances.

Risks of Currency Transactions. Currency transactionsare also subject to risksdifferent from those of
other portfolio transactions. Because currency control is of great importance to the issuing governments and
influences economic planning and policy, purchases and sales of currency and related instruments can be adversely
affected by government exchange controls, limitations or restrictions on repatriation of currency, and manipulation,
or exchange restrictions imposed by governments. These forms of governmental action can result in losses to the
Fund if itis unable to deliver or receive currency or monies in setiement of obligations and could also cause hedges
it has entered into to be rendered useless, resulting in full currency exposure as well asincurring transaction costs.

Repurchase Agreements. The Fund may engage in repurchase agreements as set forth in the Prospectus. A
repurchase agreement is an instrument under which the purchaser, i.e., the Fund, acquiresa debt security and the

B-10



seller agrees, at the time of the sale, to repurchase theobligation at a mutually agreed upon time and price, thereby
determining theyield during the purchaser's holding period. Thisresultsin afixed rate of return insulated from
market fluctuations during such period. The underlying securities are ordinarily U.S. Treasury or other government
obligations or high quality money market instruments. The Fund will require that the value of such underlying
securities, together with any other collateral held by the Fund, always equals or exceeds the amount of the repurchase
obligations of the counter party. The Fund'srisk is primarily that, if the seller defaults, the proceeds from the
disposition of the underlying securities and other collateral for the seller's obligation are less than the repurchase
price. If the seller becomes insolvent, the Fund might be delayed in or prevented from selling the collateral. In the
event of adefault or bankruptcy by a seller, the Fund will promptly seek to liquidate the collateral. To the extent that
the proceeds from any sale of such collateral upon a defaultin the obligation to repurchase are less than the
repurchase price, the Fund will experience aloss.

If the financial ingitution which is a party to the repurchase agreement petitionsfor bankruptcy or becomes
subject to the United States Bankruptcy Code, the law regar ding the rights of the Fund is unsettled. Asaresult,
under extreme circumstances, there may be a restriction on the Fund's ability to sell the collateral and the Fund
would suffer aloss.

Loans of Portfolio Securities. Consistent with applicable regulatory requirements and the Fund's investment
restrictions, the Fund may lend its portfolio securitiesto securities broker-dealers or financial institutions provided
that such loans are callable at any time by the Fund (subject to notice provisions described below), and are at all
times secured by cash or cash equivalents, which are maintained in a segregated account pursuant to applicable
regulations and that are at least equal to the market value, determined daily, of the loaned securities. The advantage
of such loansis that the Fund continues to receive the income on the |oaned securitieswhile at the same time earns
interest on the cash amounts deposited as collateral, which will be invested in short-term obligations. T he Fund will
not lend its portfolio securities if such loans are not permitted by the laws or regulations of any state in which its
stock is qualified for sale. The Fund's loans of portfolio securities will be collateralized in accordance with
applicable regulatory requirements and no loan will cause the value of all loaned securities to exceed 20% of the
value of the Fund's totd assets. The Fund's ability to lend portfolio securities will be limited by the rating agency
guidelines applicable to any of the Fund's outstanding preferred stock.

A loan may generally be terminated by the borrower on one business day notice, or by the Fund on five
business days notice. If the borrower fails to deliver the loaned securities within five days after receipt of notice, the
Fund could use the collateral to replace the securities while holding the borrower liable for any excess of replace-
ment cost over collateral. As with any extensions of credit, there are risks of delay in recovery and in some cases
even lossof rights in the collaeral should theborrower of the securities fail financially. However, these loans of
portfolio securities will only be made to firms deemed by the Fund's management to be creditworthy and when the
income which can be earned from such loans justifies the attendant risks. The Board of Directors will oversee the
creditworthiness of the contracting parties on an ongoing basis. Upon termination of the loan, the borrower is
required to return the securities to the Fund. Any gain or loss in the market price during the loan period would inure
to the Fund. The risks associated with loans of portfolio securities are substantially similar to those associated with
repurchase agreements. Thus, if the counter party to the loan petitions for bankruptcy or becomes subject to the
United States Bankruptcy Code, the law regarding therights of the Fund is unsettled. As aresult, under extreme
circumstances, there may be arestriction on the Fund's ability to sell the collateral and the Fund would suffer a loss.
When voting or consent rights which accompany |oaned securities pass to the borrower, the Fund will follow the
policy of calling the loaned securities, to be delivered within one day after notice, to permit the exercise of such
rights if the matters involved would have a material effect on the Fund's investment in such loaned securities. The
Fund will pay reasonable finder's, administrative and custodial fees in connection with aloan of its securities.

When Issued, Delayed D elivery Securities and F orward Commitments. The Fund may enter into forward
commitments for the pur chase or sale of securities, including on a"when issued" or "delayed delivery" basis, in
excess of customary settlement periods for the type of security involved. In some cases, a forward commitment may
be conditioned upon the occurrence of a subsequent event, such as approval and consummation of a merger,
corporate reorganization or debt restructuring, i.e., awhen, as and if issued security. When such transactions are
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negotiated, the price isfixed at the time of the commitment, with payment and delivery taking place in the future,
generally a month or more after the date of the commitment. While it will only enter into a forward commitment
with the intention of actually acquiring the security, the Fund may sell the security before the settlement date if it is
deemed advisable.

Securities purchased under a forward commitment are subject to market fluctuation, and no interest (or
dividends) accrues to the Fund prior to the settlement date. The Fund will segregate with its custodian cash or liquid
high-grade debt securitiesin an aggregate amount at least equal to the amount of its outstanding forward commit-
ments.

Short Sales. The Fund may make short sales of securities. A short sale is a transaction in which the Fund
sellsa security it does not ownin anticipation that the market price of that security will decline The market value of
the securities sold short of any one issuer will not exceed either 5% of the Fund'stotal assetsor 5% of such issuer's
voting securities. The Fund will not mak e a short sale, if, after giving effect to such sale, the market value of all
securities sold short exceeds 25% of the value of its assets or the Fund's aggregate short sal es of a particular class of
securities exceeds 25% of the outstanding securities of that class. The Fund may also make short sales "againg the
box" without respect to such limitations. In this type of short sale, at the time of the sale, the Fund owns, or has the
immediate and unconditional right to acquire at no additional cost, the identical security.

The Fund expects to make short sales both to obtain capital gains from anticipated declines in securities and
as a form of hedging to offset potential declines in long positions inthe same or similar securities. The short sale of
asecurity is considered a gpeculative investment technique. Short sales "against the box" may be subject to special
tax rules, one of the effects of which may be to accelerate income to the Fund.

When the Fund makes a short sale, it must borrow the security sold short and deliver it to the broker-deal er
through which it made the short sale in order to satisfy its obligation to deliver the security upon conclusion of the
sale. The Fund may have to pay afee to borrow particular securities and is often obligated to pay over any payments
received on such borrowed securities.

The Fund's obligation to replace the borrowed security will be secured by collateral deposited with the
broker-deder, usually cash, U.S. government securities or other highly liquid debt securities. The Fund will also be
required to deposit similar collateral with its custodian to the extent, if any, necessary so that the value of both
collateral deposits in the aggregaeis & all times equal to the greater of the price at which the security issold short or
100% of the current market val ue of the scurity sold short. Depending on arrangements made with the bro-
ker-dealer from which it borrowed the security regarding payment over of any paymentsreceived by the Fund on
such security, the Fund may not receive any payments (induding interest) on its collateral deposited with such
broker-dealer. If the price of the security sold short increases between the time of the short sale and the time the
Fund replaces the borrowed security, the Fund will incur aloss; conversely, if the price declines, the Fund will
realize acapital gain. Any gain will be decreased, any loss increased, by the transaction costs described abov e.
Although the Fund's gain is limited to the price at which it sold the security short, its potential loss is theoretically
unlimited.

To secure its obligations to deliver the securities sold short, the Fund will deposit in escrow in a separate
account with its custodian, State Street Bank and Trust Company (" State Street"), an amount at least equal to the
securities sold short or securities convertible into, or exchangeable for, the securities. T he Fund may close out a
short position by purchasing and delivering an equal amount of securities sold short, rather than by delivering
securities already held by the Fund, because the Fund may want to continue to receive interest and dividend
payments on securitiesin its portfolio that are convertible into the securities sold short.
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INVESTMENT RESTRICTIONS

The Fund operates under the following redrictions that constitutefundamental polides that cannot be
changed without the affirmative vote of the holders of a majority of the outstanding voting securitiesof the Fund (as
defined in the 1940 A ct). Such amajority is defined as the lesser of (i) 67% or more of the shares present at a
meeting of stockholders, if the holdersof 50% of the outstanding sharesof the Fund are present or represented by
proxy or (ii) more than 50% of the outstanding shares of the Fund. All percentage limitations set forth below apply
immediately after a purchase or initial investment and any subsequent change in any applicable percentage resulting
from mark et fluctuations does not require elimination of any security from the portfolio. The Fund may not:

Invest 25% or more of its total assets, taken at market value at the time of each investment, in the
securities of iswuers in any particular industry other than the telecommunications, media, publish-
ing and entertainment industries. This restriction does not apply to investmentsin U.S. govern-
ment securities.

Purchase securities of other investment companies, except in connection with a merger, consolida-
tion, acquisition or reorganization, if more than 10% of the market value of the total assets of the
Fund would be invested in securities of other investment companies, more than 5% of the market
value of the total assets of the Fund would be invested in the securities of any one investment
company or the Fund would own more than 3% of any other investment company's securities;
provided, however, this restriction will not apply to securities of any investment company
organized by the Fund that are to be distributed pro rata as a dividend to its sharehol ders.

Purchase or sell commodities or commaodity contracts except that the Fund may pur chase or sell
futures contracts and related options thereon if immediately thereafter (i) no more than 5% of its
total assets are invested in margins and premiums and (ii) the aggregate market value of its
outstanding futures contracts and mark et value of the currencies and futures contracts subject to
outstanding options written by the Fund do not exceed 50% of the market value of its total assets.
The Fund may not purchase or Il real edate, provided that the Fund may invest in securities
secured by real esate or interests therein or issued by companies which inved in real estae or
interests therein.

Purchase any securities on margin, except that the Fund may obtain such short-term credit as may
be necessary for the clearance of purchases and sales of portfolio securities.

Make loans of money, except by the purchase of a portion of publicly distributed debt obligations
in which the Fund may invest, and rep urchase agreements with respect to those obligations,
consistent with its investment objectives and policies. The Fund reserves the authority to make
loans of its portfolio securities to financial intermediaries in an aggregate amount not exceeding
20% of itstotal assets. Any such loans will only be made upon approval of, and subject to any
conditions imposed by, the Board of Directors of the Fund. Because these loanswould at all times
be fully collateralized, the risk of lossin the event of default of the borrower should be slight.

Borrow money, except that the Fund may borrow from banks and other financial ingitutions on an
unsecured basis, in an amount not exceeding 10% of its total assets, to finance the repurchase of its
shares. The Fund also may borrow money on a secured basis from banks as a temporary measure
for extraordinary or emergency purposes. Temporary borrowings may not exceed 5% of the value
of the total assetsof the Fund at the time the loan ismade. The Fund may pledge up to 10% of the
lesser of the cog or value of its total assetsto secure temporary borrowings The Fund will not
borrow for investment purposes. Immediately after any borrowing, the Fund will maintain asset
coverage of not less than 300% with respect to all borrowings. While the borrowing of the Fund
exceeds 5% of its respective total assets, the Fund will make no further purchases of securities,
although this limitaion will not apply to repurchase transactions as described above.
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. Underwrite securities of other issuersexcept insofar as the Fund may be deemed an underwriter
under the Securities Act of 1933, as amended, in selling portfolio securities; provided, however,
this restriction will not apply to securities of any investment company organized by the Fund that
are to be distributed pro rata as a dividend to its shareholders.

. Invest more than 15% of itstotal assetsinilliquid securities, such as repurchase agreements with
maturities in excess of seven days, or securities that at the time of purchase have legd or contrac-
tual restrictions onresale.

. Issue senior securities, except to the extent permitted by applicable law.

MANAGEMENT OF THE FUND
Directors and Officers

Overall responsibility for management and supervision of the Fund rests with its Board of Directors. The
Board of Directors approves all significant agreements between the Fund and the companies that furnish the Fund
with services, including agreements with the Investment A dvi ser, State Street Bank and T rust Com pany, the Fund's
custodian (the "Custodian"), EquiServe Trust Company ("EquiServe"), the Fund's transfer agent and dividend
disbursing agent with respect to the Series A Preferred and Series B Preferred, and The Bank of New Y ork, the
Fund's auction agent, paying agent and registrar with respect to the Series C Auction Rate Preferred. The day-to-day
operations of the Fund are delegated to the Investment Adviser.

The names and business addresses of the directors and principal officersof the Fund are set forth in the

following table, together with their positions and their principal occupations during the past five years and, in the
case of the directors, their positions with certain other organizations and companies.
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Number of

Term of Office Portfoliosin
and Fund
Name, Position(s) Length of Complex Principal Occupation(s) Other
Address? Time Overseen by During past Directorships
And Age Served? Director Five Years Held by Director
INTERESTED
DIRECTORS®
MARIO J. GABELLI Since 1994** 22 Chairman of the Board Director of Morgan
Director, President and and Chief Executive Of-  Group Holdings, Inc.
Chief Investment Officer ficer of Gabelli Asset (holding company);
Age: 60 Management Inc. and Vice Chairman of
Chief Investment Officer Lynch Corporation (di-
of Gabelli Funds, LLC versified manufacturing
and GAM CO Investors, company).
Inc; Chairman and Chief
Executive Officer of
Lynch Interactive Cor-
poration (multimedia
and services); Chairman
and Director of other
registered investment
companies in the Gabelli
fund complex.
KARL OTTO POHL Since 1994* 31 Member of the Share- Director of Gabelli As-
Director holder Committee of set Management Inc.;
Age: 72 Sal. Oppenheim Jr. & Chairman, Incentive
Cie (private investment Capital and Incentive
bank); Former President ~ Asset Management
of the Deutsche (Zurich); Director at
Bundesbank and Chair- Sal Oppenheim Jr. &
man of its Central Bank Cie, Zurich.
Council (1980-1991);
Director of other regis-
tered investment compa-
nies in the Gabelli fund
complex.
NON-INTERESTED DIRECTORS:
THOMASE. BRATTER Since 1994** 3 Director, President and —
Director Founder, The John
Age: 62 Dewey A cademy (resi-

dential college prepara-
tory therapeutic high
school); Director of
other registered invest-
ment companies in the
Gabelli fund complex.
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Term of Office
and
Length of
Time
Served?

Name, Position(s)
Address®
And Age

Number of
Portfoliosin
Fund
Complex
Overseen by
Director

Principal Occupation(s)
During past
Five Years

Other
Directorships
Held by Director

ANTHONY J.
COLAVITA*
Director
Age: 66

Since 2001**

AMES P. CONN*
Director
Age: 64

Since 1994*

FRANK J. Since 1999***
FAHRENKOPF, JR.
Director

Age: 62

ANTHONY R. Since 1994*
PUSTORINO
Director

Age: 76

33

11

17
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President and Attorney
at Law inthe law firm of
Anthony J. Colavita,
P.C.; Director of other
registered investment
companies in the Gabelli
fund complex.

Former Managing Direc-
tor and Chief Investment
Officer of Financial Se-
curity Assurance Hold-
ings Ltd. (1992-1998);
Director of First Repub-
lic Bank; Director of
other registered invest-
ment companies in the
Gabelli fund complex.

President and Chief Ex-
ecutive Officer of the
American Gaming Asso-
ciation since June 1995;
Partner of Hogan &
Hartson (law firm);
Chairman of Interna-
tional Trade Practice
Group; Co-Chairman of
the Commission on Pres-
idential Debates; Former
Chairman of the Repub-
lican National Commit-
tee; Director of other
registered investment
companies in the Gabelli
fund complex.

Certified Public Accoun-
tant; Professor Emeritus,
Pace University; Direc-
tor of other registered
investment companiesin
the Gabelli fund com-
plex.

Director of LaQuinta
Corp. (hotels) and First
Republic Bank.



Number of

Term of Office Portfoliosin
and Fund
Name, Position(s) Length of Complex Principal Occupation(s) Other
Address® Time Overseen by During past Directorships
And Age Served? Director Five Years Held by Director
WERNER J. ROEDER, MD Since 1999*** 26 Medical Di rector of Law-
Director rence Hospital and practic-
Age: 61 ing private physician.
SALVATORE J.ZIZZA Since 1994*** 9 Chairman of Hallmark Director of Hollis Eden
Director Electrical Supplies Pharmaceuticals.
Age: 56 Corp.; Former Executive
Vice Presidentof FMG
Group (a healthcare pro-
vider); Director of other
registered investment
companies in the Gabelli
fund complex.
OFFICERS:
BRUCE N. ALPERT Since 2003 -- Executive Vice Presdent
President and Chief Operating Offi-
Age: 51 cer of the Gabelli Funds,
LLC and an officer of all
mutual funds advised by
Gabelli Funds, LLC and its
affiliates. Director and
President of Gabelli Advis-
ers, Inc.
PETER W. LATARTARA Since 1998 -- Vice President at the Fund
Vice President since 1998. Vice President
Age: 34 of Gabelli & Company,
Inc. since 1996.
GUS COUTSOUROS Since 2003 -- Vice President and Chi€f

Vice President and Trea-
surer
Age: 40

B-17

Financial Officer of
Gabelli Funds, LLC
since 1998 and an offi-
cer of all mutual funds
advised by Gabelli
Funds and its affiliates
and Chief Financial Of-
ficer of Gabelli Advis-
ers, Inc. Prior to 1998,
Treasurer of Lazard
Funds.



Number of
Term of Office Portfoliosin
and Fund
Name, Position(s) Length of Complex Principal Occupation(s) Other
Address! Time Overseen by During past Directorships
And Age Served? Director Five Years Held by Director

STEVEN D. LAROSA Since 2003 - Assistant Vice President

Title: Vice President of Gabelli Funds, LLC

Age: 24 since 2000. Prior to
2000, student at Boston
College.

JAMES E. MCKEE Since 1995 -- Vice President General

Secretary Counsel and Secretary of
Gabelli Asset Manage-
ment, Inc. since 1999
and GAM CO Investors,
Inc. since 1993; Secre-
tary of all mutual funds
advised by Gabelli Ad-
visers, Inc. and Gabelli
Funds, LLC.

1 Address: One Corporate Center, Rye, NY 10580, unless otherwise noted.

2 The Fund's Board of Directorsis divided into three classes, each class having a term of three years. Each
year the term of office of one class expires and the successor or successors elected to such class serve for a
three year term. The three year term for each class expires as follows:

* - Term expires at the Fund's 2003 Annual Meeting of Shareholders and until their succes-
sors areduly elected and qudified.

*x - Term expires at the Fund's 2004 Annual Meeting of Shareholders and until their succes-
sors areduly elected and qudified.

*kx - Term expires at the Fund's 2005 Annual Meeting of Shareholders and until their succes-

sors areduly elected and qudified.

3 "Interested person" of the Fund as defined in the Investment Company Act of 1940. Messrs. Gabelli and
Pohl are each considered an "interested person” because of their affiliation with Gabelli Funds, LLC which
acts as the Fund's investment adviser.

4 Represents holders of shares of the Fund's Preferred Stock.

The B oard of Directors of the Fund is divided into three classes, with a class having aterm of three years.
Each year the term of office of one class of directors of the Fund will expire. The terms of Messrs. Conn, Péhl and
Pustorino as Directors of the Fund expire in 2003; the terms of Messrs Bratter, Colavita and Gabelli as Directors of
the Fund expire in 2004; and the terms of M essrs. Fahrenkopf, Roeder and Zizza as Directors of the Fund expire in
2005. See " Anti-Takeover Provisions of the Charter and By-Laws" in the Prospectus.

The following table reflects the beneficial ownership of Directors of the Fund in securities of the Fund and
in securities of other Gabelli Fund complex registered investment companies overseen by such Director.
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Name of Director Dollar Range of Equity Aggregate Dollar Range of Equity
Securities inthe Fund*(1) Securities in all Registered Inv est-
ment Companies Overseen by Di-
rectors in Family of Investment

Companies*

INTERESTED DIRECTORS

Mario J. Gabelli E E

Karl Otto Pohl A A
DISINTERESTED DIRECTORS

Dr. Thomas E. Bratter B E

Anthony J. Colavita C E

James P. Conn E E

Frank J. Fahrenkopf, Jr. A B

Anthony R. Pustorino C E

Wernrer J. Roeder, MD A E

Salvatore J. Zizza C E

* Key to Dollar Ranges

A None

B $1-$10,000

C. $10,001-$50,000
D $50,001-$100,000
E Over $100,000

(1) Thisinformation has been furnished by each Director as of D ecember 31, 2002. "Beneficial Ownership" is
determined in accordance with Section 16a-1(a)(2) of the Securities Exchange Act of 1934, as amended.

The Directors serving on the Fund's Nominating Committee are M essrs. Colavita (Chairman) and Zizza.
The N ominating Committee is responsible for recommending qualified candidates to the B oard in the event that a
position is vacated or created. The Nominating Committee would consider recommendations by shar eholders if a
vacancy were to exist. Such recommendations should be forwarded to the Secretary of the Fund. The Nominating
Committee did not meet during the year ended December 31, 2002. The Fund does not have a ganding compensa-
tion committee

Messrs. Pustorino (Chairman), Roeder and Zizza serve on the Fund's Audit Committee and these Directors
are not "interested persons” of the Fund asdefined in the 1940 Act. The Audit Committeeis responsible for
reviewing and evaluating issuesrelated to the accounting and financial reporting policies and internal controls of the
Fund and theinternal controls of certain service providers, overseeing the quality and objectivity of the Fund's
financial statements and the audit thereof and to act as aliaison between the Board of Directors and the Fund's
independent accountants. Duringthe year ended December 31, 2002, the Audit Committee met twice.
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The economic terms of the Advisory Agreement between the Fund and its Investment Adviser were
unanimously approved by the Fund'sBoard of Directors at its May 22, 2002 meeting. The Board's approval
included a majority of the Directors who are not parties to the Advisory Agreement or interested persons of any such
party (as such term is defined in the 1940 Act). In approving the Advisory Agreement, the Board of Directors
considered, among other things, the nature and quality of services to be provided by the Investment Adviser, the
profitability to the Investment Adviser of its relationship with the Fund, economies of scale and comparative fees and
expense ratios.

The Fund and the Investment A dviser have adopted a code of ethics (the "Code of Ethics") under Rule
17j-1 of the 1940 Act. The Code of Ethics permits personnel, subject to the Code of Ethics and its restrictive
provisions, to invest in securities, including securities that may be purchased or held by the Fund. The Code of
Ethics can be reviewed and copied at the United States Securities and Exchange Commisson's Public Reference
Room in Washington, D.C. Information on the operations of the Reference Room may be obtained by calling the
Securitiesand Exchange Commission at (202) 942-8090. The Code of Ethics is dso available on the EDGAR
database onthe Securitiesand Exchange Commission’s Intermet Site at http://www.sec.gov. Copiesof the Code of
Ethics may also be obtained, after paying a duplicating fee, by electronic request at the following e-mail address:
publicinfo@sec.gov, or by writing the Securities and Exchange Commission's Public Reference Room Section,
Washington, D.C. 20549- 0102.

Remuneration of Directors and Officers

The Fund pays each director who is not affiliated with the Investment Adviser or its affiliates a fee of
$5,000 per year plus $750 per meeting attended, together with each director's actual out-of-pocket expenses relating
to attendance at such meetings.

The following table shows certain compensation information for the directors and officers of the Fund for
the fiscal year ended December 31, 2002. Messrs. Latartara and L aRosa ar e employed by the Fund and their
compensation is evaluated and approved by the directors. Other officers who are employed by the Investment
Adviser receive no compensation or expense reimbursement from the Fund.

Comp ensation Table
For the Fiscal Year Ended December 31, 2002

Total Compensation
from the Fund and Fund

Aggregate Complex Paid
Name of Person and Compensation To Directors/
Position * from the Fund Officers
MARIO J. GABELLI $ 0 $ 0
Chairman of the Board (22)
THOMASE. BRATTER Director (3) $ 8,000 $ 31,000
ANTHONY J. COLAVITA Director (33) $ 8,000 $ 152,286
JAMES P. CONN Director (11) $ 8,500 $ 53,500
FRANK J. FAHRENKOPF JR. Director (3) $ $8,000 $ 31,000
KARL OTTO POHL Director (31) $ 0 $ 0
ANTHONY R. PUSTORINO Director (17) $ 9,000 $ 132,286
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Total Compensation
from the Fund and Fund

Aggregate Complex Paid
Name of Person and Compensation To Directors/
Position * from the Fund Officers
WERNER J. ROEDER, MD Director (26) $ 9,000 $ 97,786
SALVATORE J. ZIZZA Director (9) $ 9,500 $ 73,750

TOTAL** $ 60,000

*  Represents the total compensation paid to such persons during the calendar year ended December 31, 2002 by
investment companies (ind uding the Fund) or portfolios thereof from which such person receives compensation
that are considered part of the same fund complex as the Fund because they have common or affiliated
investment advisers. The number in parenthesis represents the number of such investment companies and
portfolios.

** Does not include $3,827 of out of pocket Director expenses, whichwould bring total Director compensa-
tion/expenses from the fund to $63,827.

For his srvice asVice President of the Fund, Mr. Laartara received compensation in 2002 of $47,500.
Indemnification of Officers and Directors; Limitations on Liability

Subject to limitations imposed by the 1940 Act, the Fund's Charter limits the liability of the Fund's directors
and officersto the Fund and its stockholdersto the fullest extent permitted by Maryland law. Under Maryland law,
Maryland corporations may limit their directors and officers' liability for money damages to the corporation and
stockholders except to the extent (i) thatit isproved that a director or officer actually received an improper benefit or
profit in money, property or services, in which case such director or officer may be liable for the amount of the
benefit or profit actually received or (ii) that ajudgment or other final adjudication adverse to a director or officer is
entered in a proceeding based on a finding that such director's or officer's action, or failure to act, wasthe result of
active and deliberate dishonesty and was material to the cause of action adjudicated in the proceeding.

The Charter also provides for the indemnification of, and expenses to be advanced on behalf of, directors
and officers, among others, to the fullest extent permitted by Maryland law, subject to the limitations imposed by the
1940 Act. Under Maryland law, corporations may indemnify present and past directorsand officers, or officers of
another corporation that serve at the request of the indemnifying corporation, against judgments, penalties, fines,
settlements and reasonable expenses (including attorneys'fees) actually incurred in connection with any threatened,
pending or completed action, suit or proceeding, whether civil, criminal, administrative or investigative (other than
an action by or in the right of the corporation in which such director or officer isadjudicated liable to the corpora-
tion), in which they are made parties by reason of being or having been directors or officers, unlesit isproved that
(i) the act or omission of the director or officer was material to the matter giving rise to the proceeding and was
committed in bad faith or was the result of active and deliberate dishonesty, (ii) the director or officer actually
received an improper personal benefit in money, property or services or (iii) in the case of any criminal proceeding,
the director or officer had reasonable cause to believe that the act or omission was unlawful. Maryland law also
provides that, unless limited by the corporation's charter, a corporation will indemnify present and past directors and
officers who are successful, on the merits or otherwise, in the defense of any threatened, pending or completed
action, suit or proceeding, whether civil, criminal, adminidrative or investigative, against reasonabl e expenses
(including attorneys' fees) incurred in connection with such proceeding. The Fund's Charter does not limit the extent
of thisindemnity.
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Investment Advisory and A dministrative Arrangements

Gabelli Funds, LLC acts as the Fund's Investment Adviser pursuant to an advisory agreement with the Fund
(the "Advisory Agreement"). The Investment Adviser isa New Y ork corporation with principal offices located at
One Corporate Center, Rye, New York 10580. The Investment Adviser was organized in 1999 and is the successor
to Gabelli Funds, Inc., which was organized in 1980. As of December 31, 2002, the Investment Adviser acted as
registered investment advisers to 18 management investment companies with aggregate net assets of $8.7 billion.
The Investment Adviser, together with other afiliated investment advisers st forth below, had assetsunder
management totaling approximately $20.7 billion, as of December 31, 2002. GAMCO Investors, Inc., an affiliate of
the Investment Adviser, acts as investment adviser for individuals pension trusts, profit sharing trustsand
endowmentsand as a sub-adviser to management investment companies, having aggregate assets of $10.0 billion
under management as of December 31, 2002. Gabelli Fixed Income LLC, an affiliate of the Investment Adviser,
acts asinvestment adviser for The Treasurer's Fund and separate accounts having aggregate assets of $1.6 billion
under management as of December 31, 2002. Gabelli Advisors Inc., an affiliate of the Investment Adviser, acts as
investment manager to the Gabelli Westwood Funds, having aggregate assets of $450 million under management as
of December 31, 2002.

The Investment Adviser is a wholly-owned subsidiary of Gabelli Asset Management Inc., a New Y ork
corporation, whose Class A Common Stock is traded on the New Y ork Stock Exchange under the symbol "GBL."
Mr. M ario J. Gabelli may be deemed a "controlling person" of the Investment Adviser on the basis of his ownership
of amajority of the stock of the Gabelli Group Capital Partners, Inc., which owns a majority of the cepital gock of
Gabelli Asset Management Inc.

Under the terms of the A dvisory Agreement, the | nvestment A dviser manages the portfolio of the Fund in
accordance with its stated investment objective and policies, makes investment decisions for the Fund, places orders
to purchase and sell securitieson behalf of the Fund and manages its other business and affairs, all subject to the
supervision and direction of the Fund's Board of Directors. In addition, under the Advisory Agreement, the
Investment Adviser overseesthe administraion of all agpects of the Fund's business and affairsand provides or
arranges for others to provide, at the Invegment Adviser's expense, certain enumerated services, including
maintaining the Fund's books and records, preparing reports to the Fund's stockholders and supervising the
calculation of the net asset value of its stock. All expenses of computing the net asset value of the Fund, including
any equipment or services obtained solely for the purpose of pricing shares or valuing its investment portfolio, will
be an expense of the Fund under its Advisory Agreement unless the Invegment Adviser voluntarily assumes
responsibility for such expense.

The Advisory Agreement combines investment advisory and administrative responsibilities in one
agreement. For services rendered by the Investment Adviser on behalf of the Fund under the Advisory Agreement,
the Fund pays the Investment Adviser a fee computed daily and paid monthly at the annual rate of 1.00% of the
average weekly net assetsof the Fund. Notwithstanding the foregoing, the Investment Adviser will waive the portion
of itsinvestment advisory fee attributable to an amount of assetsof the Fund equal to the aggregate stated value of
the applicable series of its preferred stock for any calendar year in which the net asset value total return of the Fund
allocable to the common stock, including distributions and the advisory fee subject to potential waiver, is less than
the stated annual dividend rate of such series, prorated during the year such series is issued and the find year such
series is outstanding.

The Advisory Agreement provides that in the absence of willful misfeasance, bad faith, grossnegligence or
reckless disregard for its obligationsand duties thereunder, the Investment Adviser is notliablefor any error or
judgment or mistake of law or for any loss suffered by the Fund. As part of the Advisory Agreement, the Fund has
agreed that the name "Gabelli" is the Investment Adviser'sproperty, and that in theevent the Investment Adviser
ceases to act as an investment adviser to the Fund, the Fund will change its nhame to one not including "Gabelli."

Pursuant to its terms, the Advisory Agreement will remain in effect with respect to the Fund until the second
anniversary of stockholder approval of such Agreement, and from year to year thereafter if approved annually (i) by

B-22



the Fund's B oard of Directors or by the holders of a majority of its outstanding voting securities and (ii) by a
majority of the directors who are not "interested persons” (as defined in the 1940 Act) of any party to the Advisory
Agreement, by vote cast in person at a meeting called for the purpose of voting on such approval. The Advisory
Agreement was initially approved by the Board of Directors at a meeting held on April 6, 1994 and was approved
most recently by the Board of Directors on M ay 22, 2002. The Advisory A greement terminates automatically on its
assignment and may be terminated without penalty on 60 days written notice at the option of either party thereto or
by a vote of a majority (as defined in the 1940 Act) of the Fund's outstanding shares.

For each of the years ended December 31, 2000, December 31, 2001 and December 31, 2002, the
Investment Adviser was paid $2,078,317, $1,575,795 and $1,174,239, respectively, for advisory and administrative
services rendered to the Fund.

PORTFOLIO TRANSACTIONS

Subject to policies established by the B oard of Directors of the Fund, the Investment Adviser is responsible
for placing purchase and sale orders and the allocation of brokerage on behalf of the Fund. T ransactionsin equity
securities are in most caseseffected on U.S. stock exchanges and involve the payment of negotiated brokerage
commissions. In general, there may be no stated commission in the case of securities traded in over-the-counter
markets, but the prices of those securities may include undisclosed commissions or mark-ups. Principal transactions
are not entered into with affiliates of the Fund. However, Gabelli & Company, Inc. may execute transactions in the
over-the-counter markets on an agency basis and receive a stated commission therefrom. To the extent consistent
with applicable provisions of the 1940 Act and the rules and exemptions adopted by the SEC thereunder, as well as
other regulatory requirements, the Fund'sBoard of Directors have determined that portfolio transactions may be
executed through Gabelli & Company, Inc. and its broker-dealer affiliates if, in the judgment of the Investment
Adviser, the use of thosebroker-deders is likdy to resultin priceand execution at least asfavorable as those of
other qualified broker-dealers, and if, in particular transactions, those br oker-dealers charge the Fund arate
consistent with that charged to comparable unaffiliated customers in similar transactions. The Fund has no
obligations to deal with any broker or group of brokers in executing transactions in portfolio securities. In executing
transactions, the Investment Adviser seeks to obtain the best price and execution for the Fund, taking into account
such factors as price, size of order, difficulty of execution and operational facilities of the firm involved and the
firm'srisk in positioning a block of securities. While the Investment Adviser generally seeks reasonably competitive
commission rates, the Fund does not necessarily pay the lowest commission av ailable.

Subject to obtaining the best price and execution, brokers who provide supplemental research, market and
statistical information to the Investment Adviser or its affiliates may receive orders for transactions by the Fund. The
term "research, market and statistical information” includes adviceas to the value of securities, and advisability of
investing in, purchasing or selling securities, and the availability of securities or purchasers or sellers of securities,
and furnishing analyses and reports concerning issues, industries, securities, economic factors and trends, portfolio
strategy and the performance of accounts. Information so received will be in addition to and not in lieu of the
services required to be performed by the Investment Adviser under the Advisory Agreement and the expenses of the
Investment Adviser will not necessarily be reduced as a result of the receipt of such supplemental information. Such
information may be useful to the Invegment Adviser and its affiliates in providing services to clients other than the
Fund, and not all such information is used by the Investment Adviser inconnection with the Fund. Conversdy, such
information provided to the Investment Adviser and its affiliates by br okers and dealers through whom other clients
of the Investment Adviser and its affiliates effect securities transactions may be useful to the Investment Adviser in
providing services to the Fund.

Although investment decisions for the Fund are made independently from those of the other accounts
managed by the Investment Adviser and its affiliates, investments of thekind made by the Fund may also be made by
those other accounts. When the same securitiesare purchased for or sold by the Fund and any of such other
accounts, it is the policy of the Investment Adviser and its affiliates to allocate such purchases and sales in the
manner deemed fair and equitableto all of the accounts, including the Fund.
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For the fiscal years ended D ecember 31, 2000, December 31, 2001 and December 31, 2002, the Fund paid
atotal of $133,443, $125,199, and $1 35,336, respectively, in brokerage commissions, of which Gabelli & Company,
Inc. and its affiliates received $112,794, $103,084, and $42,112, respectively. T he amount received by Gabelli &
Company, Inc. and its affiliates from the Fund in respect of brokerage commissions for the fiscal year ended
December 31, 2002 represented ap proximately 31.1% of the aggregate dollar amount of brokerage commissions paid
by the Fund for such period and approximately 47.1% of the aggregate dollar anount of transactions by the Fund for
such period.

REPURCHASE OF COMMON STOCK

The Fund is a dosed-end, non-diversified, management investment company and assuch its stockholders do
not, and will not, have the rightto redeem their stock. The Fund, however, may repurchase its common stock from
time to time as and when it deems such arepur chase advi sable. Such repurchases will be made when the Fund's
common stock is trading at a discount of 10% or more (or such other percentage as the Board of Directors of the
Fund may determine from time to time) from net asset value. Pursuant to the 1940 Act, the Fund may repurchase its
common stock on a securities exchange (provided that the Fund has informed its stockholders within the preceding
six months of its intention to repurchase such stock) or as otherwise permitted in accordance with Rule 23c-1 under
the 1940 Act. Under that Rule, certain conditions mug be met regarding, among other things, digribution of net
income for the preceding fiscal year, status of the seller, price paid, brokerage commissions, prior notice to
stockholders of an intention to purchase stock and purchasing in a manner and on a basis that does not discriminate
unfairly against the other sockholders through their interest in the Fund.

When the Fund repurchases its common stock for a price below net asset value, the net asset value of the
common stock that remains outstanding will be enhanced, but this does not necessarily mean tha the market price of
the outstanding common stock will be affected, either positively or negatively.

PORTFOLIO TURNOVER

The portfolio turnover rates of the Fund for the fiscal years ending December 31, 2002, December 31, 2001
and December 31, 2000 were 16.6%, 25.4 % and 29.9%, respectively. Portfolio tumover rate is calculated by
dividing the lesser of an investment company's annual sales or purchases of portfolio securities by the monthly
average value of securities in itsportfolio during the year, excluding portfolio securities the maturities of which at
the time of acquisition were one year or less. A high rate of portfolio turnover involves correspondingly greater
brokerage commission expense than a lower rate, which expense must be borne by the Fund and itsstockhol ders, as
applicable. A higher rate of portfolio turnover may also result in taxable gains being passed to stockholders.

AUTOMATIC DIVIDEND REINVESTMENT
AND VOLUNTARY CASH PURCHASE PLAN

Under the Fund's Automatic Dividend Reinv estment and Voluntary Cash Purchase Plan (the "Plan"), a
stockholder whose shares of the Fund's common stock is registered in his own name will have all digributions
reinvested automatically by EquiServe, which is agent under the Plan, unless the stockholder elects to receive cash.
Distributions with regect to sharesregistered in the name of a broker-dealer or other nominee (thatis, in "sreet
name") will be reinvested by the broker or nominee in additional shares under the Plan, unless the service is not
provided by the broker or nominee or the stockholder electsto receive digributions in cash. Investors who own
common stock register ed in street name should consult their brok er-dealers for details regarding reinvestment. All
distributions to invegors who do not participate in the Plan will be paid by check mailed directly to the record holder
by EquiServe as dividend disbursing agent.
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Under the Plan, whenever the market price of the common stock is equal to or exceeds net asset value at the
time shares are valued for purposes of determining the number of shares equivalent to the cash dividend or capital
gains distribution, participants in the Plan are issued shares of common stock, valued at the greater of (i) the net asset
value asmost recently determined or (ii) 95% of the then-current market price of thecommon stock. The valuation
date is the dividend or distribution payment date or, if that date isnot a New Y ork Stock Exchange trading day, the
next preceding trading day. If the net asset value of the common stock at the time of valuation exceeds the market
price of the common stock, participants will receive shares from the Fund, valued at market price. If the Fund should
declare a dividend or capital gains distribution payable only in cash, EquiServe will buy the common stock for such
Plan in the open market, on the New Y ork Stock Exchange or elsewhere, for the participants' accounts, except that
EquiServe will endeavor to terminate purchases in the open market and cause the Fund to issue shares & net asset
value if, following the commencement of such purchases, the market value of the common stock exceeds net asset
value.

Participants in the Plan have the option of making additional cash payments to EquiServe, monthly, for
investment in the shares as applicable. Such payments may be made in any amount from $250 to $10,000.
EquiServe will use all funds received from participants to purchase shares of the Fund in the open market on or about
the 15th of each month. EquiServe will charge each stockholder who participates $0.75, plus a pro ratashare of the
brokerage commissions. Brokerage charges for such purchases are expected to be less than the usual brokerage
charge for suchtransactions. It is suggested that participants send voluntary cash payments to EquiServe in amanner
that ensures that EquiServ e will receive these payments approximately 10 days before the 15th of the month. A
participant may without charge withdraw a voluntary cash payment by written notice, if the notice isreceived by
EquiServe at least 48 hours before such payment isto be invested.

EquiSer ve maintains all stockholder accountsin the Plan and furnishes written confirmations of all
transactions in the account, including information needed by stockholders for personal and tax records. Sharesin the
account of each Plan participant will be held by EquiServe in noncertificated form in the name of the participant. A
Plan participant may send its share certificatesto EquiServe so that the shares represented by such certificaes will be
held by EquiServe in the participant'sstockholder account under the Plan.

In the case of stockholders such as banks, brokers or nominees, which hold shares for others who are the
beneficial owners, EquiServe will administer the Plan on the basis of the number of shares certified from timeto time
by the stockholder as representing the total amount registered in the stockholder's name and held for the account of
beneficial owners who participate in the Plan.

Experience under the Plan may indicate that changes are desirable. Accordingly, the Fund reserves the right
to amend or terminate its Plan as applied to any voluntary cash payments made and any dividend or distribution paid
subsequent to written notice of the change sent to the members of such Plan at |east 90 days before the record date
for such dividend or distribution. The Plan also may be amended or terminated by EquiServe on at least 90 days
written notice to the participantsin such Plan. All correspondence concerning the Plan should be directed to
EquiServe at P.O. Box 43025, Providence, Rl 0294 0-3025.

TAXATION

The following discussion is a brief summary of certain United States federal income tax considerations
affecting the Fund and its stockholders No attempt ismade to present a detailed explanation of all federal, state,
local and foreign tax concerns, and the discussions set forth here and in the Prospectus do not constitute tax advice.
Investors are urged to consult their own tax advisers with any specific questions relating to federal, state, local and
foreign taxes. The discussion reflectsapplicable tax laws of theUnited States as of the date of this SAI, which tax
laws may be changed or subject to new interpretationsby the courts or the Internal Revenue Service (the "IRS")
retroactively or prospectively.
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Taxation of the Fund

The Fund has qudified as and intends to continue to qualify as aregulated investment company (a"RIC")
under Subchapter M of the Internal Revenue Code of 1986, as amended (the " Code"). If it so qualifies, the Fund will
not be subject to U.S. federal income tax on the portion of itsnet investment income (i.e., its investment company
taxable income as defined in the Cod e without regard to the deduction for dividends paid) and on its net capital gain
(i.e., the excess of its net realized long-term capital gain over its net realized short-term capital loss), if any, which it
distributes to itsstockholders in each taxable year, provided that an amount equal to atleast 90% of the sum of its net
investment income and any net tax-exempt income for the taxable year is distributed to its stockholders.

Qualification as a RIC requires, among other things, that the Fund: (i) derive at least 90% of its gross
income in each taxable year from dividends, interest, payments with respect to securities loans, gains from the sale or
other digposition of stock, securitiesor foreign currencies or other income (including gains from options, futuresor
forward contracts) derived with respect to its business of investing in stock, securities or currencies and (ii) diversify
its holdings so that, at the end of each quarter of eachtaxableyear, subject to certain exceptions, (a) at leas 50% of
the market value of the Fund's assets is represented by cash, cash items, U.S. government securities, securities of
other RICs and other securities with such other securities limited, in respect of any one issuer, to an amount not
greater than 5% of the value of the Fund's assets and 10% of theoutstanding voting securities of such issuer, and (b)
not more than 25% of the value of its assets isinvested in the securities (other than U.S. government securities or the
securities of other RICs) of any one issuer or any two or more issuers that the Fund controls and which are
determined to be engaged in the same or similar trades or businesses or related trades or businesses.

If the Fund were unable to satisfy the 90% distribution requirement or otherwise were to fail to qualify as a
RIC inany year, it woul d be taxed in the same manner as an ordinary corporati on and distri butionsto the Fund's
stockholders would not be deductible by the Fund in computing its taxable income. To qualify again to be taxed as a
RIC in a subsequent year, the Fund would be required to distribute to preferred sockholders and common
stockholders its earningsand profits attributableto non-RIC years reduced by an interest charge on 50% of such
earnings and profits payable by the Fund to the IRS. In addition, if the Fund failed to qualify as aRIC for a period
greater than one taxable year, then the Fund would be required to recognize and pay tax on any net built-in gains (the
excess of aggregate gains, including items of income, over aggregate losses that would have been realized if the Fund
had been liquidated) or, alternatively, to elect to be subject to taxation on such built-in gains recognized for a period
of ten years, in order to qualify as a RIC in a subsequent year.

The IRS has taken the position that if a regulated investment company has two classes of stock, it may
designate distributions made to each classin any year as consisting of no more than such class's proportionate share
of particular types of income, such as long-term capital gain. A class's proportionate share of a particular type of
income is determined according to the percentage of total dividends paid by the regulated investment company
during such year that was paid to such class. Consequently, the Fund will designate distributions made to the
common stockholders and preferred stockholders as consisting of particular types of income in accordance with the
classes' proportionate shares of such income. Because of this rule, the Fund is required to allocate aportion of its net
capital gain, ordinary investment income and dividends qualifying for thedividendsreceived deductionto common
stockholders and preferred stockholders. The amount of net capital gain and ordinary investment income and
dividends qualifying for the dividendsreceived deduction dlocable among common stockhol ders and the preferred
stockholders will depend upon the amount of such net capital gain and ordinary investment income and dividends
qualifying for the dividends received deduction realized by the Fund and the total dividends paid by the Fund on
shares of common stock and the preferred stock during a taxable year.

Under the Code, amounts not distributed by a RIC on a timely basis in accordance with a calendar year
distribution requirement are subject to a 4% excise tax. To avoid the tax, the Fund must distribute during each
calendar year, an amount at least equd to the sum of (i) 98% of itsordinary income for the calendar year, (ii) 98% of
its capital gain netincome (both long-term and short-term) for the one year period ending on October 31 of such
year, (unless an election is made to use the Fund'sfiscal year), and (iii) all ordinary income and capital gain net
income for previousyears that werenot previously distributed or subject to tax under Subchapter M. A distribution
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will be treated as paid during the calendar year if it is paid during the calendar year or declared by the Fund in
October, November or D ecember of the year, payable to stockholders of record on a date during such a month and
paid by the Fund during January of the following year. Any such distributions paid during January of the following
year will be deemed to be received on December 31 of the year the distributions are declared, rather than when the
distributions are received. While the Fund intends to distribute its ordinary income and capital gain net income in the
manner necessary to minimize imposition of the 4% excise tax, there can be no assurance that suffident amounts of
the Fund's ordinary income and capital gain netincome will be distributed to avoid entirely the imposition of the tax.
In such event, the Fund will be liable for the tax only on the amount by which it does not meet the foregoing
distribution requirements.

Gain or loss on the sales of securities by the Fund will be long-term capital gain or loss if the scurities have
been held by the Fund for more than one year. Gain or loss on the sale of securities held for one year or less will be
short-term capital gain or loss.

Foreign currency gain or loss on non-U.S. dollar denominated bonds and other similar debt instruments and
on any non-U.S. dollar denominated futures contracts, options and forward contracts that are not section 1256
contracts (as defined below) generally will be treated as net investment income and loss.

If the Fund invests in stock of a passive foreign investment company (a" PFIC"), the Fund may be subject to
federal income tax on a portion of any "excess distribution" with respect to, or gain from the disposition of, such
stock even if such income is distributed asa taxable dividend by the Fund to itsstockholders. The tax would be
determined by allocating such distribution or gain ratably to each day of the Fund's holding period for the stock. The
amount so allocated to any taxable year of the Fund prior to the taxable year in which the excess distribution or
disposition occurswould be taxed to the Fund at the higheg marginal federal corporate income tax rate in effect for
the year to which it was allocated, and the tax would be further increased by an interest charge. The amount
allocated to the taxableyear of the distribution or digposition would be induded in the Fund'snet investment income
and, accordingly, would not be taxable to the Fund to the extent distributed by the Fund as a taxable dividend to
stockholders.

If the Fund invests in stock of a PFIC, the Fund may be able to elect to treat the PFIC as a"qualified
electing fund,” in lieu of being tax able in the manner described in the above paragraph, and to include annually in
income its pro rata share of the ordinary earnings and net capital gain (whether or not digributed) of the PFIC. In
order to make this election, the Fund would be required to obtain annual infor mation from the PFICsin which it
invests, which may be difficultto obtain. Alternativdy, the Fund may elect to mark-to-market at the end of each
taxable year all sharesthatit hold in PFICs If it makes this election, the Fund would recognize as ordinary income
any increase in the value of such shares over their adjusted basis and as ordinary loss any decrease in such value to
the extent it does not exceed prior increases.

The Fund may invest in debt obligationspurchased a a discount with the result that the Fund may be
required to accrue income for federal income tax purposes before amounts due under the obligations are paid. The
Fund may also invest in securities rated in the medium to lower rating categories of nationally recognized rating
organizations, and in unrated securities ("high yield securities"). A portion of the interest payments on such high
yield securities may be treated as dividends for federal income tax purp oses.

As aresult of investing in stock of PFICs or securities purchased at a discount or any other investment that
produces income that is not matched by a corresponding cash distribution to the Fund, the Fund could be required to
include in current income, income it has not yet received. Any such income would be treated as income earned by the
Fund and therefore would be subject to the distribution requirements of the Code. This might prevent the Fund from
distributing 90% of its net invesment income asisrequiredin order to avoid Fund-evel federal income taxation on
all of itsincome, or might prevent the Fund from distributing enough ordinary income and capital gain net income to
avoid completely the imposition of the excise tax. To avoid this result, the Fund may be required to borrow money
or dispose of other securities to be able to make distributions to its stockholders.
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If the Fund does not meet the asset cov erage requirements of the 1940 Act and the Articles Supplementary,
the Fund will be required to suspend distributions to the holders of the common stock until the asset coverageis
restored. Such a suspension of distributions might prevent the Fund from distributing 90% of its net investment
income as is required in order to avoid Fund-level federal income taxation on all of itsincome, or might prevent the
Fund from distributing enough income and capital gain net income to avoid completely imposition of the excise tax.
Upon any failure to meet the asset coverage requirements of the 1940 Act or the Articles Supplementary, the Fund
may, and in certain circumstances will, be required to partially redeem the shares of Preferred Stock in order to
restore the requisite asset coverage and avoid the adverse consequences to the Fund and its stockholders of failing to
qualify asa RIC. If asset coverage were restored, the Fund would again be able to pay dividends and would
generally be able to avoid Fund-level federal income taxation on the income that it distributes.

Hedging Transactions

Certain options, futures contracts and options on futures contracts are "section 1256 contracts." Any gains
or losseson section 1256 contracts are generally considered 60% long-term and 40% short-term cepital gains or
losses ("60/40"). Also, section 1256 contracts held by the Fund at the end of each taxable year are
"marked-to-market" with the result that unrealized gains or losses are treated as though they were realized and the
resulting gain or loss is treated as 60/40 gain or loss.

Hedging transactions undertaken by the Fund may result in "straddles" for federal income tax purposes.
The straddle rulesmay affect the character of gains (or losses) realized by the Fund. In addition, losses realized by
the Fund on positions that are part of a straddle may be deferred under the straddle rules, rather than being taken into
account in calculating the taxable income for the taxable year in which such losses are realized. Further, the Fund
may be required to capitalize, rather than deduct currently, any interest expense on indebtedness incurred or
continued to purchase or carry any positions that are part of a straddle.

The Fund may make one or more of the elections available under the Code which are applicable to
straddles. If the Fund makes any of the elections, the amount, character and timing of the recognition of gains or
losses from the affected straddle positions may be determined under rules that vary according to the election(s)
made. The rules applicable under certain of the elections accel erate the recognition of gain or loss from the affected
straddle positions.

Because application of the straddle rules may affect the character and timing of the Fund's gains, | osses and
deductions, the amount which must be distributed to stockholders and which will be taxed to stockholders as
ordinary income or long-term capital gain, may be increased or decreased substantially as compared to a fund that
did not engage in such hedging transactions.

Foreign Taxes

Since the Fund may invest in foreign securities, its income from such securitiesmay be subject to non-U.S.
taxes. The Fund historically has invested less that 50% of its total assets in foreign securities. Aslong as the Fund
continues to invest less than 50% of its assets in foreign securities it will not be eligible to elect to "pass-through" to
stockholders of the Fund the ability to use the foreign tax deduction or foreign tax credit for foreign taxes paid with
respect to qualifying taxes.

Taxation of Stockholders

The Fund will determine either to distribute or to retain for reinvestment all or part of its net capital gain. If
any such gains are retained, the Fund will be subject to atax of 35% of such amount. In that event, the Fund expects
to designate the retained amount as undistributed capital gainsin anotice to its stock holders, each of whom (i) will
be required to include in income for tax purposes as long-term capital gains its share of such undistributed amounts,
(ii) will be entitled to credit its proportionate share of the tax paid by the Fund against its federal income tax liability
and to clam refunds to the extent that the credit exceeds such liability and (iii) will increase itsbasis in its shares of
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the Fund by an amount equal to 65% of the amount of undistri buted capital gains included in such stockholder's
gross income.

Distributions of ordinary income are taxable to a U.S. stockholder as ordinary income, whether paid in cash
or shares. Ordinary income dividends paid by the Fund may qualify for the dividends received deduction available
to corporations, but only to the extent tha the Fund's income consigs of qudified dividends received from U.S.
corporations. Distributions of net capital gain designated ascapital gain dividends, if any, are taxable to sharehold-
ers at rates applicable to long-term capital gains, whether paid in cash or in shares, regardless of how long the
stockholder has held the Fund's shares, and are not eligible for the dividends received ded uction. Distributionsin
excess of the Fund's earnings and profits will first reduce the adjusted tax bads of a holder's shares and, after such
adjusted tax basisis reduced to zero, will constitute capital gain to such holder (assuming the shares are held as a
capital asset). For non-corporate taxpayers net investment income will currently be taxed at a maximum rate of
38.6% while net capital gain generally will be taxed at a maximum rate of 20%. For corporate taxpayers, both net
invesment incomeand net capital gain are taxed at a maximum rate of 35%.

Stockholders may be entitled to offset their capital gain dividends with capital losses. There are a number
of statutory provisionsaffecting when capital loses may be offset against capital gains, and limiting the use of losses
from certaininvestmentsand activities. Accordingly, stockholders with capital lossesare urged to consult their tax
advisers.

Stockholders receiving digributions inthe form of newly issued shares will havea basis in such shares of
the Fund equal to the fair market value of such shares on the distribution date. If the net asset value of sharesis
reduced below a stockholder's cost as a result of a distribution by the Fund, such distribution will be taxableeven
though it represents a return of invested capital. The priceof shares purchased at any time may reflect the amount of
aforthcoming distribution. Those purchasing shares just prior to a distribution will receive a distribution which will
be taxable to them even though it representsin part areturn of invested capital.

Upon a sale or exchange of shares, a stockholder will realize a taxable gain or loss depending upon hisor
her basis in the shares. Such gain or loss will be treated as long-term capital gain or loss if the shares have been held
for more than one year. Any lossrealized on a sale or exchange will be disallowed to the extent the shares disposed
of are replaced within a 61-day period beginning 30 days before and ending 30 days after the date that the shares are
disposed of. In such a case, the basis of the shares acquired will be adj usted to reflect the disallowed loss.

Any loss realized by a stockholder on the sale of Fund shares held by the stockholder for six months or less
will be treated for tax purposes as a long-term capital 1oss to the extent of any capital gain dividends received by the
stockholder (or amounts credited to the stockholder as an undistributed capital gain) with respect to such shares.

Ordinary income dividends and capital gain dividends also may be subject to state and local taxes.
Stockholders are urged to consult their own tax advisers regarding specific questions about the U.S. federal
(including theapplication of the alternative minimum tax rules), stae, local or foreign tax consequences to them of
investing in the Fund.

Ordinary income dividends (but not capital gain dividends) paid to stockholders who are non-resident aliens
or foreign entities will be subject to a30% United States withholding tax under existing provisons of the Code
applicable to foreign individuals and entities unless a reduced rate of withholding or a withholding exemption is
provided under applicable treaty law. Non-resident stockholders are urged to consult their own tax advisers
concerning the applicability of the United States withholding tax.

The Bush Administration has announced a proposal to reduce or eliminate the tax on dividends; however,
many details of the proposal (including how the proposal would apply to dividends paid by aregulated investment
company) have not been gecified. Moreover, the prospects for this proposal areunclear. Accordingly, itis not
possible to evaluate how this proposal might affect the taxation of the Fund's stockholders.
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Under recently enacted Treasury regulations, if a stockholder realizesa loss on disposition of shares of $2
million or more for an individual stockholder or $10 million or more for a corporate stockholder, the stockholder
may be required to file withthe IRS a disclosure statement on Form 8886. Direct stockholders of portfolio securities
are in many cases excepted from this reporting requirement, but under current guidance, stockholders of a RIC are
not excepted. Future guidancemay extend the current exception from this reporting requirement to stockholders of
most or all RICs.

Backup Withholding

The Fund may be required towithhold federal income tax on all taxable distributions and redemption
proceeds payable to non-corporate stockholders who fail to provide the Fund with their correct taxpayer identifica-
tion number or to make required certifications, or who have been notified by the IRS that they are subject to backup
withholding. Backup withholding is not an additional tax. Any amounts withheld may be refunded or credited
against such stockholder's federal income tax liability, if any, provided that the required infor mation is furnished to
the Internal Revenue Service.

The foregoing is a general and abbreviated summary of the applicable provisions of the Code and
Treasury regulations presently in effect. For the complete provisions, reference should be made to the
pertinent Code sections and the Treasury regulations promulgated thereunder. The Code and the Treasury
regulations are subjectto change by legislative, judicial or administrative action, either prospectively or
retroactively. Persons considering an investment in Series B Preferred or Series C Auction Rate Preferred
should consult their own tax advisers regarding the purchase, ownership and disposition of Series B
Preferred or Series C Auction Rate Preferred.

ADDITIONAL INFORMATION CONCERNING AUCTIONS
FOR SERIES C AUCTION RATE PREFERRED

General

The Articles Supplementary provide that the Applicable Rate for each Dividend Period of the Series C
Auction Rate Preferred will be equal to the rate per annum that the Auction Agent advises has resulted on the
BusinessDay preceding the first day of a Dividend Period (an "Auction Date") from implementation of the Auction
Procedures st forth in the Articles Supplementary, and summarized below, in which persons determine to hold or
offer to sell or, based on dividend rates bid by them, offer to purchase or sell shares of such Series. Each periodic
implementation of the Auction Procedures is referred to hereinas an "Auction." The following summary is qualified
by reference to the Auction Procedures set forth in the Articles Supplementary.

Auction Agency Agreement. The Fund hasentered into an Auction Agency Agreement (the "Auction
Agency Agreement") with the Auction Agent (currently, The Bank of New Y ork), which provides, among other
things, that the Auction Agent will follow the Auction Procedures for purposes of determining the Applicable Rate
for Series C Auction Rate Preferred so long as the Applicable Rate is to be based on the resultsof the Auction.

Broker-Dealer Agreements. Each Auction requires the participation of one or more Broker-Dealers. The
Auction Agent has entered into agreements (collectively, the "Broker-Dealer Agreements") with several Bro-
ker-Dealers sdected by the Fund, which provide for the partidpation of those Broker-Dealers in Auctions for Series
C Auction Rate Preferred. See "Broker-Dealers" below.

Securities D epository. DTC will act as the Securities Depository for the Agent Members with respect to the

Series C Auction Rate Preferred. One certificae for dl of the SeriesC Auction Rate Preferred shareswill be
registered in the name of Cede & Co., as nominee of the Securities Depository.
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Such certificate will bear alegend to the effect that such certificate is issued subject to the provisions
restricting transfers of Series C Auction Rate Preferred contained in the Articles Supplementary. The Fund will also
issue stop-transfer instructions to the transfer agent for the Series C Auction Rate Preferred. Prior to the commence-
ment of the right of Holders of the Preferred Stock to elect a majority of the Fund's directors, as described under
"Description of the Series B Preferred and Series C Auction Rate Preferred — Voting Rights" in the Prospectus,
Cede & Co. will be the Holder of all the Series C Auction Rate Preferred and owners of such shares will not be
entitled to receive certificates representing their ownership inter est in such shares.

DTC, aNew Y ork chartered limited purpose trust company, performs services for its participants (including
Agent Members), some of whom (and/or their representatives) own DTC. DT C maintains lists of its participants and
will maintain the positions (ownership interests) held by each such Agent Member in Series C Auction Rate
Preferred, whether for its own account or as a nominee for another person.

Orders by Existing Holders and Potential Holders
On or prior to the Submission Deadline on each Auction Date for the Series C A uction Rate Preferred:

(i) each Beneficial Owner of Series C Auction Rate Preferred may submit toits Broker-Dealer by
telephone or otherwise a:

(a) "Hold Order" — indicating the number of Outstanding Series C Auction Rate Preferred
shares, if any, that such Beneficial Owner desires to continue to hold without regard to the
Applicable Rate for such shares for the next succeeding D ividend Period of such shares;

(b) "Bid" —indicating the number of Outstanding Series C A uction Rate Preferred shares, if
any, that such Beneficial Owner offersto sell if the Applicable Rate for such Series C
Auction Rate Preferred for the next succeeding Dividend Period is lessthan the rate per
annum specified by such Beneficial Owner in such Bid; and/or

(c) "Sell Order" — indicating the number of Outstanding Series C Auction Rate Preferred
shares, if any, that such Beneficial Owner offers to sell without regard to the A pplicable
Rate for such Series C Auction Rate Preferred for the next succeeding Dividend Period;
and

(i) Broker-Dealers will contact customers who are Potentid Beneficial Owners by telephone or
otherwise to determine whether such customers desire to submit Bids, in which case they will
indicate the number of Series C Auction Rate Preferred shares that they offer to purchase if the
Applicable Rate for Series C Auction Rate Preferred for the next succeeding Dividend Period is
not less than the rate per annum specified in such Bids.

The communication to a Broker-Dealer of the foregoing information is herein referred to as an "Order" and
collectively as "Orders." A Beneficial Owner or aPotentid Beneficial Owner placing an Order with its Bro-
ker-Dealer is herein referred to asa "Bidder" and collectively as"Bidders." Thesubmission by a Broker-Dealer of
an Order to the Auction Agent is referred to herein as an "Order" and collectively as"Orders," and an Existing
Holder or Potential Holder who places an Order with the Auction Agent or on whose behalf an Order is placed with
the Auction Agent is referred to herein asa"Bidder" and collectively as "Bidders."

A Bid placed by a Beneficial Owner specifying a rate higher than the Applicable Rate determined in the
Auction will congitute an irrevocable offer to sll the sharessubject thereto.
A Beneficial Owner that submits a Bid to its Broker-Dealer having a rate higher than the Maximum Rate on the
Auction D ate thereof will be treated as having submitted a Sell Order to its Broker-Dealer. A Sell Order will
constitute an irrevocable offer to sell Series C Auction Rate Preferred subject thereto at a price per share equal to
$25,000.
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A Beneficial Owner that fails to submit to its Broker-Dealer prior to the Submission Deadline for the Series
C Auction Rate Preferred an Order or Orders covering all the Outstanding Series C Auction Rate Preferred held by
such Beneficial Owner will bedeemed to have submitted a Hold Order to its Broker-Deal er covering the number of
Outstanding Series C Auction Rate Preferred shares held by such Beneficial Owner and not subject to Orders
submitted to its Broker-Dealer; provided, however, that if a Beneficial Owner fails to submit to itsBroker-Deal er
prior to the Submission Deadline for the Series C Auction Rate Preferred an Order or Orders covering all of the
Outstanding Series C Auction Rate Preferred held by such Beneficial Owner for an Auction relating to a Special
Dividend Period consisting of more than 28 Dividend Period days, such Beneficial Owner will be deemed to have
submitted a Sell Order to itsBroker-Dealer covering the number of Outganding Series C Auction Rate Preferred
shares held by such Beneficial Owner and not subject to Orders submitted to its Broker-Dealer.

A Potential Beneficial Owner of Series C Auction Rate Preferred may submit to its Broker-Dealer Bidsin
which it offers to purchase Series C Auction Rate Preferred if the A pplicable Rate for the next Dividend Period is
not less than the rate gecified in suchBid. A Bid placed by a Potential Beneficial Owner specifying a rate not
higher than the Maximum Rate will constitute an irrev ocable offer to purchase the number of Series C Auction Rate
Preferred shares specified in such Bid if the rate determined in the A uction is equal to or greater than the rate
specified in such Bid. A Beneficial Owner of SeriesC Auction Rate Preferred that offers to become the Beneficial
Owner of additional Series C Auction Rate Preferred is, for purposes of such offer, a Potential Beneficial Owner.

As described more fully below under "— Submission of Orders by Broker-Dealers to Auction Agent," the
Broker-Dealers will submit the Orders of their respective customers who are Beneficial Owners and Potential
Beneficial Ownersto the Auction Agent, designating themselves (unless otherwise permitted by the Fund) as
Existing Holders in respect of Series C Auction Rate Preferred subject to Orders submitted or deemed submitted to
them by Beneficial Owners and as Potential Holders in respect of Series C Auction Rate Preferred subject to Orders
submitted to them by Potentid Beneficial Owners. However, neither the Fund nor the Auction Agent will be
responsible for aBroker-Dealer's failureto comply with the foregoing. Any Order placed with the Auction Agent by
a Broker-Dealer as or on behalf of an Existing Holder or a Potential Holder will be treated in the same manner as an
Order placed with aBroker-Dealer by a B eneficial Ow ner or a Potential Beneficial Owner, as described abov e.
Similarly, any failure by a Broker-Dealer to submitto the Auction Agent an Order in respect of any Series C Auction
Rate Preferred held by it or its customers who are Beneficial Owners will be treated in the same manner as a
Beneficial Owner's failure to submit to its Brok er-Dealer an Order in respect of Series C Auction Rate Preferred held
by it, as described in the second preceding paragraph. For information concerning the priority given to different
types of Orders placed by Existing Holders, see " — Submission of Orders by Broker-Dealers to Auction Agent"
below.

The Fund may not submit an Order in any Auction.

The Auction Procedures include a pro rata allocation of shares for purchase and sale, which may resultin an
Existing Holder continuing to hold or selling, or a Potential Holder purchasing, a number of Series C Auction Rate
Preferred sharesthat is fewer than the number of Series C Auction Rate Preferred shares specified in its Order. See
"— Acceptance and Rejection of Submitted Bidsand Submitted Sdl Orders and Allocation of Shares" below. To
the extent the allocation procedures have that result, Broker-Deal ers that have designated themselves as Existing
Holders or Potential Holders in respect of customer Orders will be required to make appropriate pro rata allocations
among their respective customers. Each purchase or sale will be made for settlement on the Business Day next
succeeding the Auction Date at a price per share equal to $25,000. See "— Notification of Results; Settlement"
below.

As described abov e, any Bid specifying arate higher than the M aximum Rate will (i) be treated as a Sell
Order if submitted by a Beneficial Owner or an Existing Holder and (ii) not be accepted if submitted by a Potential
Beneficial Owner or a Potential Holder. A ccordingly, the Auction Procedures establish the M aximum Rate as a
maximum rate per annum that can result from an Auction up to the Maximum Rate. See "Determination of Sufficient
Clearing Bids, Winning Bid Rate and Applicable Rate" and "Acceptance and Rejection of Submitted Bids and
Submitted Sell Orders and Allocation of Shares" below.
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Concerning the Auction Agent

The Auction Agent is acting as agent for the Fund in connection with Auctions. In the absence of willful
misconduct or gross negligence on itspart, the Auction Agent will not be liable for any action taken, suffered, or
omitted or for any error of judgment made by it in the performance of its dutiesunder the Auction Agency
Agreement and will not be liable for any error of judgment made in good faith unless the Auction Agent will have
been grossly negligent in ascertaining the pertinent facts.

The Auction Agent may rely upon, as evidence of theidentities of the Exiging Holders of Series C Auction
Rate Preferred, the Auction Agent's regigry of Existing Holders, the results of Auctions and notices from any
Broker-Dealer (or other person,if permitted by the Fund) with respect to transfers described under "The Auction of
Series C A uction Rate Preferred — Secondary M arket Trading and T ransfer of Series C Auction Rate Preferred” in
the Prospectus and notices from the Fund. The Auction Agent is not required to accept any such notice for an
Auction unlessit is received by the Auction Agent by 3:00 p.m., New Y ork City time, on the BusinessDay
preceding such Auction.

The Auction Agent may terminate the Auction A gency Agreement upon written notice to the Fund on a date
no earlier than 30 days after the date of delivery of such notice. If the Auction Agent should resign, the Fund will
use its best efforts to enter into an agreement with a successor Auction Agent containing substartially the sameterms
and conditions as the Auction Agency Agreement. The Fund may remove the Auction Agent, provided that prior to
such removal, the Fund has entered into such an agreement with a successor A uction Agent.

Broker-Dealers

The Auction Agent after each Auction for Series C Auction Rate Preferred will pay to each Broker-Dealer,
from funds provided by the Fund, a service charge equal to, in the case of any auction immediately preceding a
dividend period of less than 365 days the product of (i) afraction, the numerator of which isthe number of daysin
such dividend period and the denominator of which is 365, times (ii) ¥ of 1%, times (iii) $25,000, times (iv) the
aggregate number of Series C Auction Rate Preferred shares placed by such broker-dealer at such auction or, in the
case of any auction immediately preceding a dividend period of one year or longer, a percentage of the purchase
price of the Series C Auction Rate Preferred placed by the broker-dealers at the auction agreed to by the Fund and
the broker-dealers. For the purposes of the preceding sentence, Series C Auction Rate Preferred will be placed by a
Broker-Dealer if such shares were (i) the subject of Hold Orders deemed to have been submitted to the Auction
Agent by the Broker-Dealer and were acquired by such Broker-Dealer for its customers who are Beneficial Owners
or (ii) the subject of an Order submitted by such Broker-Dealer that is (a) aSubmitted Bid of an Exiging Holder that
resulted in such Existing Holder continuing to hold such shares as a result of the Auction, (b) a Submitted Bid of a
Potential Holder that resulted in such Potential Holder purchasing such shares as a result of the Auction or (c) avalid
Hold Order.

The Fund may request the Auction Agent to terminate one or more Broker-Dealer Agreements at any time,
provided that at least one Broker-Dealer Agreement is in effect after such termination.

The Broker-Dealer Agreement provides that a Broker-Dealer (other than an affiliate of the Fund) may
submit Ordersin Auctions for its own account, unless the Fund notifies all Broker-Dealers that they may no longer
do so, in which case Broker-Dealers may continue to submit Hold Orders and Sell Orders for their own accounts.
Any Broker-Dealer that is an affiliate of the Fund may submit Orders in Auctions, but only if such Ordersare not for
its own account. If aBroker-Dealer submits an Order for itsown account in any Auction, it might have an advantage
over other Bidders because it wou d have knowledge of all Orderssubmitted by it in that Auction. Such Bro-
ker-Dealer, however, would not have knowled ge of Orders submitted by other Broker-Dealers in that Auction.
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Submission of Orders by Broker-Dealers to Auction Agent

Prior to 1:00 p.m., New York City time, on each Auction Date, or such other time on the Auction Date
specified by the Auction Agent (i.e.,, the Submission Deadline), each Broker-Dealer will submit to the Auction Agent
in writing all Orders obtained by it for the Auction to be conducted on such Auction D ate, designating itself (unless
otherwise permitted by the Fund) as the Existing Holder or Potential Holder, as the case may be, inrespect of Series
C Auction Rate Preferred subject to such Orders. Any Order submitted by a Beneficial Owner or a Potential
Beneficial Owner to its Broker-Dealer, or by a Broker-Dealer to the Auction Agent, prior to the Submission
Deadline on any Auction Date, will be irrevocable.

If any rate specified in any Bid contains more than three figures to the right of the decimal point, the
Auction Agent will round suchrate to the next highest one-thousandth (0.001) of 1%.

If one or more Orders of an Existing Holder is submitted to the Auction A gent covering in the aggregate
more than the number of Outstanding Series C Auction Rate Preferred shares subject to an Auction held by such
Existing Holder, such Orders will be considered valid in the following order of priority:

(i) all Hold Orders for Series C Auction Rate Preferred will be considered valid, but only up to and
including in the aggregate the number of Outstanding shares of Series C Auction Rate Preferred
held by such Exiging Holder, and, if the number of Series C Auction Rate Preferred shares subject
to such Hold Orders exceeds the number of sharesof Outstanding Series C Auction Rate Preferred
held by such Existing Holder, the number of shares subjectto each such Hold Order will be
reduced pro rata to cover the number of Outstanding shares held by such Existing Holder;

(ii) (a) any Bid for Series C Auction Rate Preferred will be considered valid up to and including
the excess of the number of Outstanding shares of Series C Auction Rate Preferred held
by such Existing Holder over the number of Series C Auction Rate Preferred shares
subject to any Hold Orders referred to in clause (i) above;

(b) subject to subclause (a), if more than one Bid of an Existing Holder for Series C Auction
Rate Preferred is submitted to the Auction Agent with the same rate and the number of
Outstanding shares of SeriesC Auction Rate Preferred subject to such Bids is greater than
such excess, such Bids will be considered valid up to and including the amount of such
excess, and the number of shares of Series C Auction Rate Preferred subject to each Bid
with the same rate will be reduced pro rata to cover the number of shares of Series C
Auction Rate Preferred equal to such excess;

(c) subject to subclauses (a) and (b), if more than one Bid of an Existing Holder for Series C
Auction Rate Preferred is submitted tothe Auction Agent with different rates, such Bids
will beconsidered valid in the ascending order of ther respective rates up to and includ-
ing theamount of such excess and

(d) in any such event, the number, if any, of such Outganding shares of Series C Auction
Rate Preferred subject to any portion of Bids considered not valid in whole or in part
under this clause (ii) will be treated as the subject of a Bid for Series C A uction Rate
Preferred by or on behalf of a Potential Holder at the rate specified therein; and

(iii) all Sell Orders for Series C Auction Rate Preferred will be considered valid up to and including the
excess of the number of Outstanding shares of Series C Auction RatePreferred held by such
Existing Holder over the sum of shares subject to valid Hold Orders referred to in clause (i) above
and valid Bids referred to in clause (ii) above.
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If more than one Bid of a Potential Holder for SeriesC Auction Rate Preferred is submitted to the Auction Agent by
or on behalf of any Potential Holder, each such Bid submitted will bea separate Bid with the rate and number of
Series C Auction Rate Preferred shares specified therein.

Determination of Sufficient Clearing Bids, Winning Bid Rate and A pplicable Rate

Not earlier than the Submission Deadline on each Auction Date for Series C Auction Rate Preferred, the
Auction Agent will assemble dl valid Orders submitted or deemed submitted to it by the Broker-Dealers (each such
Hold Order, Bid or Sell Order as submitted or deemed submitted by a Broker-Dealer being herein referred to as a
"Submitted Hold Order," a " Submitted Bid" or a "Submitted Sell Order," as the case may be, or as a " Submitted
Order" and collectively as "Submitted Hold Orders,” "Submitted Bids" or "Submitted Sell Orders," as the case may
be, or as "Submitted Orders") and will determine the excess of the number of Outstanding shares of Series C Auction
Rate Preferred over the number of Outstanding shares of Series C Auction Rate Preferred subject to Submitted Hold
Orders (such excessbeing herein referred to as the "Available Series C Auction Rate Preferred") and whether
Sufficient Clearing Bids have been made in the Auction. "Sufficient Clearing Bids" will have been made if the
number of Outstanding shares of Series C Auction RatePreferred that are the subject of Submitted Bids of Potential
Holders specifying ratesnot higher than the Maximum Rate equals or exceeds the number of Outstanding shares of
Series C Auction Rate Preferred that are the subject of Submitted Sell Orders (including the number of Series C
Auction Rate Preferred shares subject to Bids of Existing Holders specifying rates higher than the Maximum Rate).

If Sufficient Clearing Bids for Series C A uction Rate Preferred have been made, the A uction Agent will
determine the lowest rate specified in such Submitted Bids (the Winning Bid Rate for shares of such Series) which,
taking into account the ratesin the Submitted Bids of Existing Holders, would resultin Existing Holders continuing
to hold an aggregate number of Outstanding Series C Auction Rate Preferred shares which, when added to the
number of Outstanding Series C Auction Rate Preferred shares to be purchased by Potential Holders, based on the
rates in their Submitted Bids, would equal notless thanthe Available Series C Auction Rate Preferred. Insuch
event, the Winning Bid Rate will be the Applicable Rate for the next Dividend Period for all shares of such Series.

If Sufficient Clearing Bids have not been made (other than because dl of the Outstanding Series C Auction
Rate Preferred issubject to Submitted Hold Orders), the Applicable Rate for the next Dividend Period for all Series
C Auction Rate Preferred will be equal to the Maximum Rate. Insuch a case, Beneficial Owners that have submitted
or that are deemed to have submitted Sell Orders may not be able to sell in the Auction all Series C Auction Rate
Preferred subject to such Sell Orders but will continue to own Series C Auction Rate Preferred for the next Dividend
Period. See" — Acceptance and Rejection of Submitted Bids and Submitted Sell Orders and Allocation of Shares"
below.

If all of the Outstanding Series C Auction Rate Preferred is subject to Submitted Hold Orders, the
Applicable Rate for all Series C Auction Rate Preferred for the next succeeding Dividend Period will be the All Hold
Rate.

Acceptance and Rejection of Submitted Bids and Submitted Sell Orders and Allocation of Shares

Based on the determinations made under " — Determination of Sufficient Clearing Bids, Winning Bid Rate
and Applicable Rate" above and, subject to the discretion of the Auction Agent to round and allocate certain shares
as described below, Submitted B ids and Submitted Sell Orders will be accepted or rejected in the order of priority
set forth in the Auction Procedures, with the result that Existing Holders and Potentid Holders of Series C Auction
Rate Preferred will sell, continue to hold and/or purchase such shares as se forth below. Existing Holders that
submitted or were deemed to have submitted Hold Orders (or on whose behdf Hold Orders were submitted or
deemed to have been submitted) will continue to hold the Series C Auction Rate Preferred subject to such Hold
Orders.
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If Sufficient Clearing Bids for Series C A uction Rate Preferred shares have been made:

(i) Each Existing Holder that placed or on whose behalf was placed a Submitted Sdl Order or
Submitted Bid specifying any rate higher than the Winning Bid Rate will sell the Outstanding
Series C Auction Rate Preferred subject to such Submitted Sdl Order or Submitted Bid;

(i) Each Existing Holder that placed or on whose behalf was placed a Submitted B id specifying arate
lower than the Winning Bid Rate will continue to hold the Outstanding Series C Auction Rate
Preferred subject to such Submitted Bid;

(iii) Each Potential Holder that placed or on w hose behalf was placed a Submitted Bid specifying a rate
lower than the Winning Bid Rate will purchase the number of Outstanding Series C A uction Rate
Preferred shares subject to such Submitted Bid;

(iv) Each Existing Holder that placed or on whose behalf was placed a Submitted B id specifying arate
equal to the Winning Bid Rate will continue to hold Series C Auction Rate Preferred subject to
such Submitted Bid, unless the number of Outstanding Series C Auction Rate Preferred shares
subject to all such Submitted Bidsis greater than the number of Series C Auction Rate Preferred
shares ("remaining shares") in excess of the Available Series C Auction Rate Preferred over the
number of Series C Auction Rate Preferred shares accounted for in clauses (ii) and (iii) above, in
which event each Existing Holder with such a Submitted Bid will continue to hold Series C
Auction Rate Preferred subject to such Submitted Bid determined on a pro rata basis based on the
number of Outstanding SeriesC Auction Rate Preferred sharessubject to all such Submitted Bids
of such Existing Holders; and

(v) Each Potential Holder that placed or on w hose behalf was placed a Submitted Bid specifying arate
equal to the Winning Bid Rate for Series C Auction Rate Preferred will purchase any Available
Series C A uction Rate Preferred not accounted for in clauses (ii) through (iv) above on a pro rata
basis based on the Outstanding Series C Auction Rate Preferred shares subject to all such
Submitted Bids.

If Sufficient Clearing Bids for Series C A uction Rate Preferred shares have not been made (unless this
results because all Outstanding Series C Auction Rate Preferred shares are subject to Submitted Hold Orders):

(i) Each Existing Holder that placed or on whose behalf was placed a Submitted B id specifying arate
equal to or lower than the Maximum Rate will continue to hold the Series C Auction Rate
Preferred subject to such Submitted Bid;

(i) Each Potential Holder that placed or on w hose behalf was placed a Submitted Bid specifying a rate
equal to or lower than the Maximum Rate will purchase the number of Series C Auction Rate
Preferred shares subject to such Submitted Bid; and

(iii) Each Existing Holder that placed or on whose behalf was placed a Submitted Bid specifying arate
higher than the Maximum Rate or a Submitted Sdl Order will sell a number of Series C Auction
Rate Preferred shares subject to such Submitted Bid or Submitted Sell Order determined on a pro
rata basis based on the number of Outstanding Series C A uction Rate Preferred shares subject to
all such Submitted Bids and Submitted Sell Orders.

If, asa result of the pro rataallocation described in clauses (iv) or (v) of the sscond preceding paragrgph or
clause (iii) of the next preceding paragraph, any Existing Holder would be entitled or required to sell, or any
Potential Holder would be entitled or required to purchase, a fraction of a Series C Auction Rate Preferred share, the
Auction A gent will, in such manner as, in its sole discretion, it determines, round up or down to the nearest whole
share the number of Series C Auction Rate Preferred shares being sold or purchased on such Auction Date so that the
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number of Series C Auction Rate Preferred shares sold or purchased by each Existing Holder or Potential Holder
will be whole shares of such Series. If as aresult of the pro rata allocation described in clause (v) of the second
preceding paragraph, any Potential Holder would be entitled or required to purchase less than awhole Series C
Auction Rate Preferred share, the Auction Agent will, in such manner as, in its sole discretion, it will determine,
allocate SeriesC Auction Rate Preferred for purchase among Potential Holders so that only whole Series C Auction
Rate Preferred shares are purchased by any such Potential Holder, even if such allocation resultsin one or more of
such Potential Holders not purchasing shares of such Series.

Notification of Results; Settlement

The Auction Agent will be required to advise each Broker-Dealer that submitted an Order of the Applicable
Rate for the next Dividend Period and, if the Order was a Bid or Sell Order, whether such Bid or Sell Order was
accepted or rejected, in whole or inpart, by telephone by approximately 3:00 p.m., New Y ork City time, on each
Auction D ate. Each Broker-Dealer that submitted an Order for the account of a customer will then be required to
advise such customer of the Applicable Rate for the next Dividend Period and, if such Order was a Bid or a Sell
Order, whether such Bid or Sell Order was accepted or rejected, in whole or in part, will be required to confirm
purchases and sales with each customer purchasing or selling Series C Auction Rate Preferred as a result of the
Auction and will be required to advise each customer purchasing or selling Series C A uction Rate Preferred as a
result of the Auction to give instructions to its Agent Member of the Securities Depository to pay the purchase price
against delivery of such sharesor to deliver such shares aganst payment therefor, as appropriate. The Auction
Agent will be required to record each transfer of SeriesC Auction Rate Preferred shares on the registry of Existing
Holder s to be maintained by the A uction Agent.

In accordance with the SecuritiesDepository's normal procedures, on the Business Day after the Auction
Date, the transactions described above will be executed through the Securities Depository and the accounts of the
respective Agent Members at the Securities Depository will be debited and credited and sharesdelivered as
necessary to effect the purchases and sales of Series C A uction Rate Preferred as determined in the Auction.
Purchasers will make payment through their Agent M embers in same-day funds to the Securities Depository against
delivery through their Agent Members; the Securities Depository will make payment in accordance with its normal
procedures, which now provide for payment against delivery by their Agent Members in same-day funds.

If any Existing Holder selling Series C Auction Rate Preferred in an Auction fails to deliver such shares, the
Broker-Dealer of any person that was to have purchased such shares in such Auction may deliver to such person a
number of whole Series C Auction Rate Preferred shares that is |less than the number of Series C Auction Rate
Preferred shares that otherwise was to be purchased by such person. In such event, the number of Series C Auction
Rate Preferred shares to be so ddivered will bedetermined by the Broker-Dealer. Delivery of such lesser number of
Series C A uction Rate Preferred shares will constitute good delivery.

ADDITIONAL INFORMATION CONCERNING
THE SERIES B PREFERRED AND SERIES C AUCTION RATE PREFERRED

The additional information concerning the Series B Preferred and SeriesC Auction Rate Preferred
contained in this SAI does not purport to be complete a complete description of those Series and should be read in
conjunction with the description of the Series B Preferred and Series C Auction Rate Preferred contained in the
Prospectus under " Description of the Series B Preferred and Series C Auction Rate Preferred." This descriptionis
subject to and qualified in its entirety by reference to the Fund's Charter, including the provisions of the Articles
Supplementary establishing, regpectively, the Series B Preferred and the SeriesC Auction Rate Preferred. Copies of
these Artides Supplementary are filed as exhibits to the registration statement of which the Prospectus and this SAI
are a part and may be inspected, and a copy thereof may be obtained, as described under " Additional Information" in
the Prospectus.
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Dividends and Dividend Periods For the Series C Auction Rate Preferred

Holders of Series C Auction Rate Preferred will be entitled to receive, when, as and if declared by the
Board of Directors, out of funds legally available therefor, cumulative cash dividends on their shares, at the
Applicable Rate determined as described under " — Determination of Dividend Rate," payable as and when set forth
below. Dividends so declared and payable will be paid to the extent permitted under the Code, and to the extent
available and in preferenceto and priority over any dividend declared and payable on shares of the Fund's Common
Stock.

By 12:00 noon, New Y ork City time, on the Business Day immediately preceding each Dividend Payment
Date, the Fund isrequired to deposit with the Paying Agent sufficient same-day funds for the payment of declared
dividends. The Fund does not intend to establish any reserves for the payment of dividends.

Each dividend will be paid by the Paying Agent to the Holder, which Holder is expected to be the nominee
of the Securities Depository. The SecuritiesDepository will credit the accounts of the Agent Members of the
beneficial ownersin accordance with the Securities D epository’'snormal procedures. The Securities D epository's
current procedures provide for it to distribute dividends in same-day funds to Agent Members who are in turn
expected to distribute such dividends to the persons for whom they are acting as agents. The Agent M ember of a
beneficial owner will be responsible for holding or disbursing such payments on the applicable Dividend Payment
Date to such beneficial owner in accordance with the instructions of such beneficial owner.

Holders of Series C Auction Rate Preferred will not be entitled to any dividends, whether payable in cash,
property or shares, in excess of full cumulative dividends. No interest will be payable in respect of any dividend
payment or payments that may be in arrears. See" — Default Period.”

The amount of dividendsper Outstanding Series C Auction Rate Preferred share payable (if declared) on
each Dividend Payment Date of each Dividend Period of less than one year (or in regpect of dividendson another
date in connection with aredemption during such Dividend Period) will be computed by multiplying the Applicable
Rate (or the Default Rate) for such Dividend Period (or a portion ther eof) by a fraction, the numerator of which will
be the number of days in such Dividend Period (or portion thereof) such share was Outstanding and for which the
Applicable Rate or the Default Rate was applicable (but in no event will the numerator exceed 360) and the
denominator of which will be 360, multiplying the amount so obtained by the $25,000, and rounding the amount so
obtained to the nearest cent. D uring any Dividend Period of one year or more, the amount of dividends per Series C
Auction Rate Preferred share payable on any Dividend Payment D ate (or in respect of dividends on another date in
connection with a redemption during such Dividend Period) will be computed as described in the preceding sentence
except that the numerator, with respect to any full twelve month period, will be 360.

Determination of Dividend Rate. The dividend rate for the initial Dividend Period (i.e., the period from and
including the Date of Original Issue to and including the initial Auction Date) and the initial Auction Date for the
Series C Auction Rate Preferred is st forth in the Prospectus. See "The Auction of SeriesC Auction Rate Preferred
— Summary of Auction Procedures” in the Prospectus. For each subsequent Dividend Period, subject to certain
exceptions, thedividend rate will be the Applicable Rate that the Auction Agent advises the Fund has resulted from
an Auction.

Dividend Periods after the initial Dividend Period will either be Standard D ividend Periods (generally
seven days) or, subject to certain conditions and with notice to Holders, Special Dividend Periods.

A Special Dividend Period will not be effective unless Sufficient Clearing Bids exist at the Auction in
respect of such Special Dividend Period (that is, in general, the number of shares subject to Bidsby Potential
Beneficial Ownersis at least equal to the number of shares subject to Sell Orders by Existing Holders). If Sufficient
Clearing Bids do not exist at any Auction in respect of a Special Dividend Period, the Dividend Period commencing
on the Business Day succeeding such Auction will be the Standard Dividend Period, and the Holders of the Series C
Auction Rate Preferred will be required to continue to hold such shares for such Standard Dividend Period. The
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designation of a Special Dividend Period is also subject to additional conditions. See "— Notification of Dividend
Period" below.

Dividends will accumulateat the Applicable Rate from the Date of Original Issue and will be payable on
each Dividend Payment Date thereafter. Dividends will be paid through the Securities Depository on each Dividend
Payment Date. The Applicable Rate resulting from an Auction will not be greater than the Maximum Rate. The
Maximum Rate is subject to upward, but not downward, adjustment in the discretion of the Board of Directors after
consultation with the Brok er-Dealers, provided that immediately following any such increase the Fund would be in
compliance with the Series C Auction Rate Preferred B asic Maintenance A mount.

The M aximum Rate will apply automatically following an Auction for Series C Auction Rate Preferred in
which Sufficient Clearing Bids have not been made (other than because all Series C Auction Rate Preferred were
subject to Submitted H old Orders) or following the failure to hold an Auction for any reason on the Auction Date
scheduled to occur (except for (i) circumstances in which theDividend Rate is the Default Rate, asdescribed below
or (ii) in the event an auction is not held because an unforeseen event or unforeseen events cause a day that otherwise
would have been an Auction Date not to be a Business Day, in which case the length of the then-current dividend
period will be extended by seven days, or a multiple thereof if necessary because of such unforeseen event or events,
the applicable rate for such period will be the applicable rate for the then-current dividend period so extended and
the dividend payment date for such dividend period will be the firg businessday next succeeding the end of such
period). The All Hold Rate will apply automatically following an Auction in which all of the Outstanding Series C
Auction Rate Preferred shares are subject (or are deemed to be subject) to Hold Orders.

Prior to each Auction, Broker-Dealers will notify Holders of the term of the next succeeding Dividend
Period as soon as practicable after the Broker-Dealers have been so advised by the Fund. After each Auction, on the
Auction Date, Broker-Dealers will notify Holdersof the Applicable Rate for the next succeeding Dividend Period
and of the Auction Date of the next succeeding Auction.

Notification of Dividend Period. The Fund will designate the duration of Dividend Periods of the Series C
Auction Rate Preferred; provided, however, that no such designation is necessary for a Standard Dividend Period
and that any dedgnation of a Special Dividend Period will be effective only if (i) notice thereof has been given as
provided herein, (ii) any failure to pay in the timely manner to the Auction Agent the full amount of any dividend on,
or the redemption price of, the Series C Auction Rate Preferred has been cured as set forth under " — Default
Period," (iii) Sufficient Clearing Orders existed in an Auction held on the Auction Date immediately preceding the
first day of such proposed Specia Dividend Period, (iv) if the Fund mailed a notice of redemption with respect to
any shares, the Redemption Price with respect to such shareshas been deposited with the Paying Agent, and (v) the
Fund has confirmed that, as of the Auction Date next preceding the first day of such Special Dividend Period, it has
Eligible Assets with an aggregate Discounted Value at least equal to the Series C Auction Rate Preferred Basic
Maintenance Amount and hasconsulted with the Broker-Dealers and hasprovided notice and a Series C Auction
Rate Preferred Basic Maintenance Report to each Rating Agency which is then rating the Series C Auction Rate
Preferred and so requires.

If the Fund proposesto designate any Special Dividend Period, not fewer than seven Business Days (or two
BusinessDays in the event the duration of the Special Dividend Period is fewer than eght days) nor morethan 30
Business Days prior to the first day of such Special Dividend Period, notice will be made by press release and
communicated by the Fund by telephonic or other means to the Auction Agent and confirmed in writing promptly
thereafter. Each such notice will state (x) that the Fund proposes to exercise its option to designate a succeeding
Special Dividend Period, specifying the firg and last days thereof and (y) that the Fund will, by 3:00 p.m., New Y ork
City time, on the second Business Day next preceding the first day of such Special Dividend Period, notify the
Auction A gent, who will promptly notify the Broker-Dealers, of either its determination, subject to certain
conditions, to proceed with such Special Dividend Period, in which case the Fund may specify the terms of any
Specific Redemption Provisions, or its determination not to proceed with such Special Dividend Period, in which
case the succeeding Dividend Period will be a Standard Dividend Period.
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No later than 3:00 p.m., New Y ork City time, on the second Business Day next preceding the first day of
any proposed Special Dividend Period, the Fund will deliver to the Auction Agent, who will promptly deliver to the
Broker-Dealers and Existing Holders, either:

(a) a notice stating (1) that the Fund has determined to designate the immediately succeeding Dividend
Period as a Special Dividend Period, specifying the first and last daysthereof and (2) the terms of
the Specific Redemption Provisons, if any; or

(b) a notice staing that the Fund has determined not to exercise its option to designatea Special
Dividend Period.

If the Fund fails to deliver either such notice with respect to any designation of any proposed Special Dividend
Period to the Auction A gent or is unable to make the confirmation described above by 3:00 p.m., New York City
time, on the second Business Day next preceding the first day of such proposed Special Dividend Period, the Fund
will be deemed to have delivered a notice to the Auction Agent with respect to such Dividend Period to the effect set
forth in clause (b) above, thereby resulting in aStandard Dividend Period.

Default Period. A "Default Period" with respect to Series C Auction Rate Preferred will commence on any
date upon which the Fund failsto depositirrevocably in trust in same-day funds with the Paying Agent by 12:00
noon, New Y ork City time, on the Business Day immediately preceding the rdevant Dividend Payment Date or
Redemption Date, as the case may be, (i) the full amount of any declared dividend on the Series C A uction Rate
Preferred payable on such Dividend Payment Date (a "Dividend Default') or (ii) the full amount of any redemption
price (the "Redemption Price") payable on the SeriesC Auction Rate Preferred being redeemed on such Redemption
Date (a "Redemption Default" and, together with a Dividend Default, a"Default").

A Default Period with respect to a Dividend Default or a Redemption Default will end by 12:00 noon, New
Y ork City time, on the BusinessDay on which all unpaid dividends and any unpaid Redemption Price will have been
deposited irrevocably in trust in same-day funds with the Paying Agent.

In the case of a Dividend Default, no Auction will be held during a Default Period applicable to the Series
C Auction Rate Preferred, and the dividend rate for each Dividend Period commencing during a Default Period will
be equal to the Default Rate; provided, however, that if a Default Period is deemed not to have occurred because the
Default has been cured, then the dividend ratefor the period shall be the Applicable Rate set at the auction for such
period.

Each subsequent Dividend Period commencing after the beginning of a Default Period will be a Standard
Dividend Period; provided, however, that the commencement of a Default Period will not by itself cause the
commencement of a new Dividend Period. No Auction will be held during a Default Period applicable to such
Series; provided, however, thatif a Default Period shall end prior to the end of Standard Dividend Period that had
commenced during the Default Period, an Auction shall be held onthe lag day of such Standard Dividend Period.

In the event the Fund fully pays all default amounts due during a Dividend Period, the dividend rate for the
remainder of that Dividend Period will be, as the case may be the Applicable Rate (for the first Dividend Period
following a Dividend D efault) or the M aximum Rate (for any subsequent Dividend Period for which such Default is
continuing).

No Default Period with respect to a Dividend Default or Redemption Default will be deemed to commence
if the amount of any dividend or any Redemption Price due (if such Default isnot soldy due to the willful failure of
the Fund) is deposited irrevocably in trust, in same-day funds with the Paying Agent by 12:00 noon, New York City
time, within three Business Days after the applicable Dividend Payment Date or Redemption Date, together with an
amount equal to the Default Rate applied to the amount of such non-payment based on the actual number of days
comprising such period divided by 360. The Default Rate will be equal to the Reference Rate multiplied by three
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Restrictions on Dividends, Redemption and Other Paym ents

Under the 1940 Act, the Fund may not (i) declare any dividend (except a dividend payable in stock of the
issuer) or other distributions upon any of its outsanding common stock, or purchase any such common stock, if at
the time of the declaration, distribution or purchase, as applicable (and after giving effect thereto), asset coverage
with respect to the Fund's outstanding senior securities representing gock, including the Series B Preferred or Series
C Auction Rate Preferred, would beless than 200% (or such higher percentage as may inthe future be specified inor
under the 1940 Act as the minimum asset coverage for senior securitiesrepresenting indebtedness of a closed-end
investment company as a condition of declaring distributions, purchases or redemptions of its capital stock), or (ii)
declare any dividend (except adividend payable in stock of the issuer) or other distributions upon any of its
outstanding capital stock, including the SeriesB Preferred or Series C Auction Rate Preferred, or purchase any such
capital stock if, at the time of such declaration, distribution or purchase, as applicable (and after giving effect
thereto), asset coverage with respect to the senior securities representing indebtednesswould be | ess than 300% (or
such other percentage as may in the future be gecified in or under the 1940 Act as the minimum asset coverage for
senior securities representing stock of a closed-end investment company as a condition of declaring dividends on its
Preferred Stock), except that dividends may be declared upon any Preferred Stock, including the SeriesB Preferred
or Series C Auction Rate Preferred, if, at the time of such declaration (and after giving effect thereto), asset
coverage with respect to the senior securities representing indebtednesswould be equal to or greaer than 200% (or
such other percentage as may in the future be gecified in or under the 1940 Act as the minimum asset coverage for
senior securities representing stock of a closed-end investment company as a condition of declaring dividends on its
Preferred Stock). A declaration of adividend or other distribution on or purchase or redemption of Series B
Preferred or Series C Auction Rate Preferred is prohibited, unless there is no event of default under indebtedness
senior to the Series B Preferred and/or Series C Auction Rate Preferred and, immediately after such transaction, the
Fund would have Eligible Assets with an aggregated Discounted Value at least equal to the asset coverage
requirements under indebtedness senior to its Preferred Stock (including the Series B Preferred and/or Series C
Auction Rate Preferred).

For so long as the Series B Preferred or Series C Auction Rate Preferred is Outstanding, except as otherwise
provided in the Articles Supplementary, the Fund will not pay any dividend or other distribution (other than a
dividend or distribution paid in shares of, or options, warrants or rights to subscribefor or purchase, shares of
Common Stock or other stock, if any, ranking junior to the Series B Preferred and/or Series C Auction Rate
Preferred as to dividends or upon liquidation) with respect to shares of Common Stock or any other stock of the
Fund ranking junior to the Series B Preferred and/or Series C Auction Rate Preferred as to dividends or upon
liquidation, or call for redemption, redeem, purchase or otherwise acquire for consderation any shares of Common
Stock or other stock ranking junior to the Series B Preferred and/or Series C Auction Rate Preferred (except by
conversion into or exchange for sharesof the Fund ranking junior to the Series B Preferred and/or Series C Auction
Rate Preferred as to dividends and upon liquidation), unless, in each case, (x) immediately after such transaction, the
Fund would have Eligible Assets with an aggregate Discounted Value at least equal to the Basic Maintenance
Amount applicable to, as the case may be, the Series B Preferred or Series C Auction Rate Preferred and the 1940
Act Asset Coverage with respect to the Fund'sOutstanding Preferred Stock, including the Series B Preferred and/or
Series C Auction Rate Preferred, would be achieved, (y) all cumulative and unpaid dividends due on or prior to the
date of the transaction have been declared and paid in full with respect to the Preferred Stock, including the Series B
Preferred and/or Series C Auction Rate Preferred (or will have been declared and sufficient funds for the full
payment thereof will have been deposited with the Paying Agent or the dividend-disbursement agent, as applicable)
and (z) the Fund has redeemed the full number of shares of Preferred Stock to be redeemed pursuantto any provision
for mandatory redemption contained in the Articles Sup plementary, including any Series B Preferred and/or Series C
Auction Rate Preferred required or determined to be redeemed pursuant to any such provision.

No full dividend will be declared or paidon the Series B Preferred or Series C Auction Rate Preferred for
any Dividend Period or part thereof, unless full cumulative dividends due through the most recent Dividend Payment
Dates of the Outstanding Preferred Stock (including the Series B Preferred and/or SeriesC Auction Rate Preferred)
have been or contem poraneously are declared and paid. If full cumulative dividends due have not been paid on all
such shares of Preferred Stock, any dividends being paid on such shares of Preferred Stock (including the Series B
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Preferred and/or Series C Auction Rate Preferred) will be paid as nearly pro rata as possiblein proportion to the
respective amounts of dividends accumulated but unpaid on each such series of Preferred Stock on the relevant
Dividend Payment D ate.

Asset Maintenance

The Fund is required to satisfy two separate asset maintenance requirementsin respect of its Preferred
Stock, including the Series B Preferred and/or Series C Auction Rate Preferred: (i) the Fund must maintain assetsin
its portfolio that have a value, discounted in accordance with the Rating Agency Guidelines, at least equal to the
aggregate liquidation preference of each of the series of Preferred Stock, including Series B Preferred and/or Series
C Auction Rate Preferred, plus specified liabilities, payment obligations and other amounts; and (ii) the Fund must
maintain asset coverage for its Outstanding Preferred Stock, including for the Series B Preferred and/or Series C
Auction RaePreferred, of at |east 200%.

Basic Maintenance Amount. The Fund isrequired to maintain, as of each Valuation Date, Eligible Assets
having in the aggregate a D iscounted V alue at |east equal to the Basic Maintenance Amount, calculated separately
for Moody's (if Moody's is then rating the Series B Preferred or Series C Auction Rate Preferred at the request of the
Fund) and Fitch (if Fitch is then rating the Series B Preferred or Series C Auction Rate Preferred at the request of the
Fund). For this purpose, the value of the Fund's portfolio securities will be the Market Value. If the Fund failsto
meet such requirement on any Valuation Date and such failure is not cured by the related Cure Date, the Fund will be
required under certain circumstances to redeem some or all of the Series B Preferred or Series C Auction Rate
Preferred.

The "Basic Maintenance Amount" means, as of any Valuation Date, the dollar amount equal to (i) the sum
of (a) the product of the number of shares of each dass or seriesof Preferred Stock Outstanding on such Valuation
Date multiplied by the Liquidation Preference per share; (b) to the extent not included in (a) the aggregate amournt of
cash dividends (whether or not earned or dedared) that will have accumulated for each Outstanding share of
Preferred Stock from the most recent Dividend Payment Date to which dividends have been paid or duly provided
for (or, in the event the Basic Maintenance Amount is calculated on a date prior to the initial Dividend Payment Date
with respect toa classor series of the Preferred Stock, then from the date of original issue) through the Valuation
Date plus all dividends to accumulate on the Preferred Stock then Outstanding during the 70 days following such
Valuation Date or, if less during the number of days following such Valuation Date that shares of Preferred Stock
called for redemption are scheduled to remain Outstanding; (c) the Fund's other liabilities due and payable as of such
Valuation Date (except that dividends and other distributions payable by the Fund on Common Stock will not be
included as a liability) and such liabilities projected to become due and payable by the Fund during the 90 days
following such Valuation Date (excluding liabilities for invegments to be purchased and for dividends and other
distributionsnot declared as of such Valuation Date); and (d) any current liabilitiesof the Fund as of such Valuation
Date to the extent not reflected in (or specifically excluded by) any of (i)(a) through (i)(c) (including, without
limitation, and immediately upon determination, any amounts due and payable by the Fund pursuant to reverse
repurchase agreements and any payablesfor assetspurchased as of such Valuation Date) less (ii) (a) the adjusted
value of any of the Fund's assts or (b) the face value of any of the Fund's assets if, in the case of both (ii)(a) and
(ii)(b), such assetsare either cash or evidencesof indebtedness which matureprior to or on the date of redemption or
repurchase of shares of Preferred Stock or payment of another liability and are either U.S. Government Obligations
or evidences of indebtednesswhich have arating assigned by Moody's of at least Aaa, P-1, VMIG-1 or MIG-1 or by
S&P of at least AAA, SP-1+ or A-1+, and are irrevocably held by the Fund's custodian bank in a segregated account
or deposited by the Fund with the dividend-disbursing agent or Paying Agent, as the case may be for the payment of
the amounts needed to redeem or repurchase Preferred Stock subject to redemption or repurchase or any of (i)(b)
through (i)(d); and provided tha in the event the Fund hasrepurchased Preferred Stock and irrevocably segregated
or deposited assets as described above with itscustodian bank or the dividend-disbursing agent or Paying Agent for
the payment of the repurchase price the Fund may deduct 100% of theLiquidation Preference of such Preferred
Stock to be repurchased from (i) above.

B-42



The Discount Factors, the criteria used to determine whether the assets held in the Fund'sportfolio are
Eligible Assets and guidelinesfor determining the market value of the Fund's portfolio holdingsfor purposes of
determining compliance with the B asic Maintenance A mount are based on the criteria established in connection with
rating the Series B Preferred or Series C Auction Rate Preferred, as the case may be. These factorsinclude, but are
not limited to, the sensitivity of the market value of the relevant assetto changes in interest rates, the liquidity and
depth of the market for therelevant asset, the credit quality of the relevant asset (for example, the lower the raing of
adebt obligation, the higher the related discount factor) and the frequency with which the relevant asset is marked to
market. In no event will the Discounted Value of any asset of the Fund exceed its unpaid principal balance or face
amount as of the date of calculation.

The Discount Factor relating to any asset of the Fund, the Basic Maintenance Amount, the assets eligible
for indusionin the calculation of the Discounted Value of the Fund'sportfolio and certain definitions and methods of
calculation relating thereto may be changed from time to time by the Fund, without stockholder approval, but only in
the event that the Fund receives written confirmation from each Rating Agency which is then rating the Series B
Preferred or Series C Auction Rate Preferred, as the case may be, and w hich so requires that any such changes would
not impair an applicable Aaa credit rating from M oody's or A AA rating from Fitch.

A Rating A gency's Guidelines will apply to the Series B Preferred or Series C Auction Rate Preferred only
so long as such Rating Agency is rating such shares at the request of the Fund. The Fund will pay certain fees to
Moody's and Fitch for rating, as the case may be, the Series B Preferred and/or Series C Auction Rate Preferred.
The ratings assigned to the Series B Preferred or Series C Auction Rate Preferred are not recommendations to buy,
sell or hold Series B Preferred or Series C Auction Rate Preferred. Such ratings may be subject to revision or
withdrawal by the assigning Rating Agency at any time. Any rating of the Series B Preferred or Series C Auction
Rate Preferred should be evaluated independently of any other rating.

Upon any failure to maintain the required Discounted Value of the Fund's Eligible Assets, the Fund will
seek to alter the composition of its portfolio to re-attain the B asic Maintenance A mount on or prior to the applicable
Cure Date, thereby incurring additional transaction costs and possible losses and/or gains on dispositions of portfolio
securities.

Under certain circumstances, as described in the Articles Supplementary, the Board of Directors without
further action by the stockholders may modify the calculaion of Adjusted Value (as defined in the Articles
Supplementary), Basic Maintenance Amount and the elements of each of them and the definitions of such terms and
elementsif the Board of Directors determines that such modification isnecessary to prevent a reduction inrating of
the shares of Preferred Stock by arating agency rating such shares at the request of the Fund or isin the best interests
of the holders of common stock andis not adverse to the holders of Preferred Stockin view of adviceto the Fund by
the relevant rating agency that such modification would not adversely affect the then-current rating of the affected
Preferred Shares. In addition, subject to compliance with applicable law, the Board of Directors may amend the
definition of M aximum Rate to increase the percentage amount by which the Reference Rate is multiplied to
determine the Maximum Rate shown therein without the vote or consent of the Holders of shares of Preferred Stock,
including the Series C Auction Rate Preferred Shares, or any other stockholder of the Fund, after consultation with
the Broker-Dealers, and with confirmation from each Rating Agency that immediately following any such increase
the Fund would meet the Series C A uction Rate Preferred Basic M aintenance A mount T est.

1940 A ct Series C Auction Rate Preferred Asset Coverage. As of each Quarterly Valuation Date, the Fund
will deerminewhether the 1940 Act Asset Coverage is met as of that date. The Fund will deliver to the Auction
Agent and each Rating Agency a 1940 Act Asset Coverage Certificate which sets forth the determination of the
preceding sentence (i) as of the Date of Original Issue and, thereafter, (ii) as of (x) the Quarterly Valuation Date and
(y) aBusinessDay on or before any 1940 Act Assa Coverage Cure Date following a failure to meet 1940 Act Asset
Coverage. Such 1940 Act Asset Coverage Certificate will be delivered in the case of clause (i) onthe Date of
Original Issue and in the case of clause (ii) on or before the seventh B usiness Day after the applicable Quarterly
Valuation Date or the relevant Cure Date, as the case may be.
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Notices. The Fund must deliver a Basic Maintenance Report to each applicable Rating Agency and the
Auction Agent, if any, which sets forth, as of therelated Valuation Date, Eligible Assets sufficient to meet or exceed
the applicable Basic Maintenance Amount, the Market Value and Discounted Value thereof (in a series and in the
aggregate) and the applicable Basic Maintenance Amount. Such Basic Maintenance Reports mus be delivered as of
the applicable Date of Original Issue and thereafter upon the occurrence of specified events on or before the seventh
Business Day after the relevant Valuation Dateor Cure Date.

Deposit Assets Requirements Relating to the Series C Auction Rate Preferred

The Fund is obligated to deposit in a segregated custodial account a specified amount of Deposit Assets not
later than 12:00 noon, New Y ork City time, on each Dividend Payment Date and each Redem ption Date relating to
the Series C Auction Rate Preferred. These Deposit Assets, in all cases, will have an initial combined val ue greater
than or equal to the cash amounts payable on the applicable Dividend Payment Date or Redemption Date, and will
mature prior to such date.

Restrictions on Transfer Relating to the Series C Auction Rate Preferred

Series C A uction Rate Preferred may be transferred only (i) pursuant to an Order placed in an Auction, (ii)
to or through a Broker-Dealer, or (iii) to the Fund or any Affiliate. Notwithstanding the foregoing, a transfer other
than pursuantto an Auction will not be effective unless the selling Existing Holder or the Agent Member of such
Existing Holder, in the case of an Existing Holder whose shares are listed in its own name on the books of the
Auction Agent, or the Broker-Dealer or Agent Member of such Broker-Dealer, in the case of a transfer between
persons holding Series C Auction Rate Preferred through different Broker-Dealers, advises the Auction Agent of
such transfer. Any certificates representing the SeriesC Auction Rate Preferred shares issued to the Securities
Depository will bear legends with respect to the regrictions described above and stop-transfer instructionswill be
issued to the Transfer Agent and/or Registrar.

MOODY'S AND FITCH GUIDELINES

The descriptions of the Moody's and Fitch Guidelines contained in this SA | do not purport to be complete
and are subject to and qualified in their entireties by reference tothe applicable Articles Supplementary. Copies of
the ArticlesSupplementary are filed asan exhibit to the registration staement of which the Prospectus and this SAI
are a part and may be inspected, and copies thereof may be obtained, as described under " Additional Information” in
the Prospectus.

The composition of the Fund's portfolio reflects guidelines (referred to herein as the "Rating Agency
Guidelines") established by Moody's and Fitch, each a Rating Agency, in connection with the Fund's receipt of a
rating of Aaafrom Moody's and AAA from Fitch, respectively, for the Series C Auction Rate Preferred and arating
of Aaafrom Moody's for the Series B Preferred. These Rating Agency Guidelines relate, among other things, to
industry and credit quality characteristics of issuers and diversification requirements and specify various Discount
Factors for different types of securities (with the level of discount greater as the rating of a security becomes lower).
Under the Rating Agency Guidelines, certain types of securities in which the Fund may otherwise invest consistent
with itsinvestment strategy are not eligible for inclusion in the calcul ation of the Discounted V alue of the Fund's
portfolio. Such instruments include, for example, private placements (other than Rule 144A Securities) and other
securities not within the Rating A gency Guidelines. Accordingly, although the Fund reserves the right to invest in
such securities to the extent set forth herein, such securities have not and it is anticipated that they will not constitute
a significant portion of the Fund's portfolio.

The Rating Agency Guidelines require that the Fund maintain assets having an aggregate Discounted Value,
determined on the bas's of the Guidelines, greater than the aggregate liquidation preference of the Outganding shares
of Series B Preferred, Series C Auction Rate Preferred and other Preferred Stock plus specified liabilities, payment
obligations and other amounts, as of periodic Valuation Dates. The Rating Agency Guidelines als require the Fund
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to maintain asset coverage for the Outstanding Shares of Series B Preferred, Series C Auction Rate Preferred and
other Preferred Stock on a non-discounted basis of at leas 200% as of each Quarterly Valuation Date, and the 1940
Act requires this asset coverage as a condition to paying dividends or other distributions on Common Shares. See
"Additional Information Concerning The Series B Preferred and SeriesC Auction Rate Preferred — Asset Mainte-
nance." The effect of compliance with the Rating Agency Guidelines may be to cause the Fund to invest in higher
quality assets and/or to maintain relatively substantial balances of highly liquid assets or to restrict the Fund's ability
to make certain investments that would otherwise be deemed potentially desirable by the Investment Adviser,
including private placementsof other than Rule 144A Securities(as defined herein). The Rating Agency Guidelines
are subject to change from time to time with the consent of the relevant Rating Agency and would not apply if the
Fund in the future elected not to use investment leverage conssting of senior securities rated by either Moody's or
Fitch, although other similar arrangements might apply with regect to other rated senior securities that the Fund may
issue.

The Fund intends to maintain, at specified times, a Discounted Value for its portfolio at least equal to the
amount specified by each Rating Agency (the "Basic Maintenance Amount"), the determination of which is asset
forth under "Additional Information Concerning The Series B Preferred and Series C Auction Rate Preferred —
Asset Maintenance." Moody's and Fitch have each established separate guidelines for determining Discounted
Value. To the extent any particular portfolio holding does not satisfy the applicable Rating Agency's Guidelines, all
or a portion of such holding's value will not be included in the calcuation of Discounted Value (as defined by such
Rating Agency).

Upon any failure to maintain the required Discounted Value the Fund may seek to alter the composition of
its portfolio to reestablish required asset coverage within the spedfied ten Business Day cure period, thereby
incurring additional transaction cogs and possible losses and/or gains on dispositions of portfolio securities. See
"Additional Information Concerning The Series B Preferred and SeriesC Auction Rate Preferred — Asset
Maintenance."

The Rating Agency Guidelines do notimpose any limitationson the percentage of Fund assets that may be
invested in holdings not eligible for inclusion in the calculation of the Discounted Value of the Fund's portfolio. The
amount of such assets included in the portfolio at any time may vary depending upon the rating, diversification and
other characteristicsof the assets included in the portfolio which are digible for inclusionin the Discounted V alue of
the portfolio under the Rating A gency Guidelines.

A rating of preferred stock as Aaa (as described by Moody's) or AAA (as described by Fitch) indicates
strong asset protection, conservative balance sheet ratiosand positive indicationsof continued protection of
preferred dividend requirements. A Moody's or Fitch credit rating of preferred stock does not address the likelihood
that a resale mechanism (such as the Auction) will be successful. As described respectively by Moody's and Fitch,
an issue of preferred stock which israted Aaa or AAA is considered to be top-quality preferred stock with good asset
protection and the least risk of dividend impairment within the universe of preferred stocks.

Ratings are not recommendations to purchase, hold or sell Series B Preferred or Series C A uction Rate
Preferred, inasmuch as the rating does not comment as to market price or suitability for a particular investor. The
rating is based on current information furnished to Moody's and Fitch by the Fund and obtained by Moody's and
Fitch from other sources. The rating may be changed, sugpended or withdrawn as aresult of changesin, or
unavailability of, such information.

MOODY'S GUIDELINES

Under the Moody's guidelines, the Fund is required to maintain specified discounted asset values for its
portfolio representing the Preferred Basic Maintenance Amount. To the extent any particular portfolio holding does
not meet the applicable guidelines, itisnot included for purposes of calculating the Discounted Val ue of the Fund's
portfolio, and, among the requirements, the amount of such assets included in the portfolio at any time, if any, may
vary depending upon the credit quality (and relaed Discounted Value) of the Fund's digible assets at such time.
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Upon any failure to maintain the required Discounted Value the Fund may seek to alter the composition of
its portfolio to reestablish required asset coverage within the spedfied ten Business Day cure period, thereby
incurring additional transaction cogs and possible losses and/or gains on dispositions of portfolio securities. See
"Description of the Series B Preferred — Asset Maintenance" and "D escription of the Series C A uction Rate
Preferred — Asset Maintenance."

The following Discount Factors apply to portfolio holdings as described below, subject to diversification,
issuer size and other requirements, in order to constitute Moody's Eligible Assets includable within the cal culation of
Discounted Value:

Mo ody's
Type of Moody's Eligible Asset Discount Factor
Short Term M oney M arket Instruments (other than U.S. Government Obligations set forth

below) and other commercial paper:

U.S. Treasury Securities with final maturities that are less than or equal to 60 days 1.00

Demand or time deposits, certificates of deposit and bank ers' acceptances includiblein

Moody's Short Term M oney M arket Instruments 1.00
Commercial paper rated P-1 by Moody's maturing in 30 days or less 1.00
Commercial paper rated P-1 by Moody's maturing in more than 30 days but in 270 days

or less 1.15
Commercial paper rated A-1+ by S& P maturing in 270 days or less 1.25
Repurchase obligations includible in Moody's Short T erm M oney M arket Instruments if

term is less than 30 days and counterparty is rated at least A2 1.00

Other repurchase obligations

U.S. Common Stock and Common Stock of foreignissuers for which ADRs are Traded 3.00

Common Stock of foreignissuers (in exigencefor atleastfiveyears) for which no ADRs

are traded 4.00

Convertible preferred stocks 3.00
Preferred stocks:

Auction rate preferred stocks 3.50

Other preferred stocks issued by issuers in the financid and industrial industries 1.62
Other preferred stocks issued by issuers in the utilities industry 1.40
U.S. Government Obligations (other than U.S. Treasury Securities set forth above or U.S.

Treasury Securities Strips set forth below) 1.04-1.26
U.S. Treasury Securities Strips 1.04-1.66
Corporate debt:

Non-convertible corporate debt rated Aaa3 1.10-1.33

Non-convertible corporate debt rated atleast Aa3 1.15-1.39

Non-convertible corporatedebt raed atleast A3 1.20-1.45
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Type of Moody's Eligible Asset

Non-convertible corporate debt rated at | east Baa3
Non-convertible corporate debt rated atleast Ba3
Non-convertible corporatedebt rated at least Bland B2

Convertible corporate debt securities rated at leas Aa3 issued by thefollowing type of
issuers:
ULty ..o
Industrial

Financial . ... .. e

Transportalion . . ... ..

Convertible corporate debt securities rated at leas A3 issued by the following type of
issuers:
Uty o
Industrial

Financial . ...

TranNSPOrtali ON . . .o e

Convertible corporate debt securities rated at |leas Baa3 issued by thefollowing type of
issuers:

Ut Y e
INAUSEFIAl . .o
Financial . ... ..o
Transportalion . ... ...t e

Convertible corporate debt securities rated at leas Ba3 issued by the following type of
issuers:
Uty o
Industrial

Financial . ... ... e

Transportation . .. ...

Convertible corporate debt securities rated at leas B2 issued by the following type of
issuers:
Uty o e
Industrial

Financial

TranSPOrtali ON . . oot e

"Moody's Eligible Assets" means:
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1.25-1.52
1.36-1.64
1.46-1.77

1.62-1.67
2.56-2.61
2.33-2.38
3.32-3.37



(@) cash (including, for thispurpose, receivables for investments soldto a counterparty whose senior debt
securities are rated at least Baa3 by Moody's or a counterparty approved by M oody's and payable within five
Business Days following such Valuation Date and dividends and interest receivable within 70 days on investments);

(b) Short-Term M oney Market Instruments;

(c) commercial paper that is not includible asa Short-Term Money M arket Instrument having on the
Valuation Date arating from Moody's of at least P-1 and maturing within 270 days;

(d) preferred stocks (i) which either (A) are issued by issuers whose senior debt securities are rated at | east
Baal by Moody's or (B) are rated at |east Baa3 by Moody's or (C) in the event an issuer's senior debt securitiesor
preferred stock is not rated by Moody's, which either (1) are issued by an issuer whose senior debt securities are
rated at least A- by S& P or (2) are rated at least A- by S& P and for thi s purpose have been assigned aM oody's
equivalent rating of at least Baa3, (ii) of issuers which have (or, in the case of issuers which are special purpose
corporations, whose parent companies have) common stock listed on the New Y ork Stock Exchange, the American
Stock Exchange or the Nasdaq National Market System, (iii) which have a minimum issue size (when taken together
with other of the issuer's issues of similar tenor) of $50,000,000, (iv) which have paid cash dividends consistently
duringthe preceding three-yea period (or, in the case of new issueswithout a dividend history, are rated at least A1
by Moody's or, if not rated by Moody's, are rated at least AA- by S& P), (v) which pay cumulative cash dividendsin
U.S. dollars, (vi) which are not convertible into any other class of stock and do not have warrants attached, (vii)
which are not issued by issuers in the transportation industry and (viii) in the case of auction rate preferred stocks,
which are rated at least Aa3 by Moody's, or if not rated by Moody's, AAA by S&P or are otherwise approved in
writing by M oody's and have never had a failed auction; provided, how ever, that for this purpose the aggregate
Market Value of the Fund's holdings of any single issue of auction rate preferred sock shall not be more than 1% of
the Fund's total assets;

(e) common stocks (i) (A) which are traded on a nationally recognized stock exchange or in the
over-the-counter market, (B) if cash dividend paying, pay cash dividendsin U.S. dollars and (C) which may be sold
without redriction by the Fund; provided, however, that (y) common stock which, while a Moody's Eligible Asset
owned by the Fund, ceases paying any regular cash dividend will no longer be considered a Moody's Eligible Asset
until 71 days after thedate of the announcement of such cessaion, unless the issuer of the common stock has senior
debt securities rated at least A3 by Moody's and (z) the aggregate Market Value of the Fund's holdings of the
common stock of any issuer in excess of 4% in the case of utility common stock and 6% in the case of non-utility
common stock of the aggregate Market Value of the Fund's holdings shall not be Moody's Eligible Assets, (ii) which
are securitiesdenominated in any currency other than the U.S. dollar or securities of issuers formed under the laws of
jurisdictions other than the U nited States, its states and the District of Columbia for which there are dol-
lar-denominated American Depository Receipts ("ADRs") or their equivalentswhich are traded in the United States
on exchanges or over-the-counter and are issued by banks formed under the laws of the United States, its states or the
District of Columbia or (iii) which are securities of issuers formed under the laws of jurisdictions other than the
United States (and in existence for atleast five years) for which no ADRs are traded; provided, however, that the
aggregate Market Value of the Fund's holdings of securities denominated in currencies other than the U.S. dollar and
ADRs in excess of (A) 6% of the aggregate Market Value of the outstanding shares of common stock of such issuer
thereof or (B) 10% of the Market Value of the Fund's Moody's Eligible Assets with respect to issuers formed under
the laws of any single such non-U.S. jurisdiction other than Australia, Belgium, Canada, Denmark, Finland, France,
Germany, Ireland, Italy, Japan, the Netherlands, New Zealand, Norway, Spain, Sweden, Switzerland and the United
Kingdom, shall not be a Moody's Eligible Asset;

(f) ADR securities, based on the following guidelines: (i) Sponsored ADR program or (ii) Level 1l or Level
I11 ADRs. Private placement Rule 144A ADRs are not eligible for collateral consideration. Globd GDR programs
will be evaluated on a case by case basis;

(g) U.S. Government Obligations;
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(h) corporate evidences of indebtedness (i) which may be sold without restriction by the Fund which are
rated at least B 3 (Caa subordinate) by Moody's (or, in the event the security is not rated by Moody's, the security is
rated at least BB- by S& P and which for this purpose is assigned a Moody's equivalent rating of one full rating
category lower), with such rating confirmed on each Valuation D ate, (ii) which have a minimum issue size of at |east
(A) $100,000,000 if rated at least Baa3 or (B) $50,000,000 if rated B or Ba3, (iii) which are not convertible or
exchangeable into equity of the issuing corporation and have a maturity of not more than 30 years and (iv) for which,
if rated below Baa3 or not rated, the aggregate Market Value of the Fund's holdings do not exceed 10% of the
aggregate Market Valueof any individud issue of corporate evidences of indebtedness calculaed at the time of
original issuance;

(i) convertible corporateevidencesof indebtedness (i) which are issued by issuers whose senior debt
securities arerated at least B2 by Moody's (or, in the event an issuer's senior debt securities are not rated by
Moody's, which are issued by issuers whose senior debt securities are rated at least B B by S& P and which for this
purpose is assigned a M oody's equiv alent rating of one full rating category lower), (ii) which are convertible into
common stocks which aretraded on the New Y ork Stock Exchangeor the American Stock Exchange or are quoted
on the Nasdaq National Mark et System and (iii) which, if cash dividend paying, pay cash dividendsin U.S. dollars;
provided, however, that once convertible corporate evidencesof indebtedness have been converted into common
stock, the common stock issued upon conversion must satisfy the criteria set forth in clause (e) above and other
relevant criteria set forth in this definition in order to be a Moody's Eligible Asset; provided, however, that the
Fund'sinvestmentsin auction rate preferred stocks described in clause (d) above shall be included in Moody's
Eligible Assets only to the extent that the aggregate Market Value of such stocks does not exceed 10% of the
aggregate Market Value of all of the Fund's investments meeting the criteriaset forth in clauses(a) through (g) above
less the aggregate Market Value of those investments excluded from Moody's Eligible Assets pursuant to the proviso
appearing after clause (j) below; and

(j) no assetswhich are subject to any lien or irrevocably deposited by the Fund for the payment of amounts
needed to meet the following obligations may be includible in M oody's Eligible Assets.

Notwithstanding anythingto the contrary in the preceding clauses (a)-(j), the Fund's investment in preferred
stock, common stock, corporate evidences of indebted ness and convertible corporate evidences of ind ebtedness shall
not be treated as Moody's Eligible A ssets except to the extent they satisfy the following diversification requirements
(utilizing Moody's Industry and Sub-industry Categories) with respect to the M arket Value of the Fund's holdings:

I ssuer:
Non-Utility Utility
Maximum Sin gle Maximum Sin gle
Moody's Rating(1)(2) Issuer(3)(4) Issuer(3)(4)
Aaa 100% 100%
Aa 20% 20%
A 10% 10%
CS/CB, "Baa", Baa(5) 6% 4%
Ba 4% 4%
B1/B2 3% 3%
B3 (Caa subordinate) 2% 2%
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Industry and State:

Utility
Non-Utility Maximum Utility

Maximum Sin gle Single Sub- Maximum
Moody's Rating(1) Issuer(3) Industry(3)(6) Single State(3)
Aaa 100% 100% 100%
Aa 60% 60% 20%
A 40% 50% 10%(7)
CS/CB, "Baa", Baa(5) 20% 50% 7%(7)
Ba 12% 12% 0%
B1/B2 8% 8% 0%
B3 (Caa subordinate) 5% 5% 0%

(1) The equivalent M oody's rating must be lower ed one full rating category for preferred stocks, corporate

(2)

(3

(4)
(5)

(6)

(7

evidencesof indebtedness and convertible corporate evidences of indebtednessrated by S& P but not by
Moody's.

Corporate evidences of indebtedness from issuesranging $50,000,000 to $100,000,000 are limited to 20%
of Moody's Eligible Assets.

The referenced percentages represent maximum cumulative totals only for the related Moody's rating
category and each lower Moody's rating category.

I ssuers subject to common ownership of 25% or more are considered as one name.

CS/CB refers to common stock and convertible corporae evidences of indebtedness, which are diversified
independ ently from the rating level.

In the case of utility common stock, utility preferred stock, utility evidences of indebtedness and utility
convertible evidences of indebtedness, the definition of industry refers to sub-industries (electric, water,
hydro power, gas, diversified). Invegments in other sub-industries are eligible only to the extent that the
combined sum represents a percentage position of the Moody's Eligible Assets lessthan or equal to the
percentage limits in the diversification tables above.

Such percentage shall be 15% in the case of utilities regulated by California, New Y ork and Texas.

FITCH GUIDELINES

Fitch Eligible Assets

Under the Fitch guidelines, the Fund is required to maintain specified discounted asset values for its

portfolio representing the Basic Maintenance Amount. The Fitch Discount Factor for any Fitch Eligible Asst other
than the securities described below will be the percentage provided in writing by Fitch. The Discount Factors apply
to portfolio holdings as described below, subject to diversification, issuer size and other requirements, in order to
constitute Fitch Eligible Assets includable within the calculation of Discounted Value.
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(i) cash (including interest and dividends due on assets rated (A) BBB or higher by Fitch or the
equivalent by another Rating Agency if the payment date is within five Business Days of the Valuation Date, (B) A
or higher by Fitch or the equivalent by another Rating Agency if the payment date is within thirty days of the
Valuation Date, and (C) A+ or higher by Fitch or the equivalent by another Rating A gency if the payment dateis
within the Fitch Exposure Period) and receivables for Fitch Eligible Assets sold if the receivable is due within five
Business Days of the Valuation Date, and if the trades which generated such receivables are settled within five
business days;

(i) Short Term Money Market I nstrumentsso long as(A) such scurities arerated at least F1+ by
Fitch or the equivalent by another Rating Agency, (B) in the case of demand deposits, time deposits and overnight
funds, the supporting entity israted at leag A by Fitch or the equival ent by another Rating Agency, or (C) in all other
cases, the supporting entity (1) israted at least A by Fitch or the equivalent by another Rating Agency and the
security matures within one month, (2) israted at least A by Fitch or the equivalent by another Rating Agency and
the security matures within three months or (3) israted at least AA by Fitch or the equivalent by another Rating
Agency and the security matures within six months;

(iii) U.S. Government Obligations and U.S. Treasury Strips;

(iv) debt securities if such securities have been registered under the Securities Act or are restricted as to
resale under federal securities lawsbut are eligible for resale pursuant to Rule 144A under the Securities Act as
determined by the Trust's investment manager or portfolio manager acting pursuant to procedures approved by the
Board of Trustees of the Trust; and (C) such securities are issued by (1) a U.S. corporation, limited liability company
or limited partnership, (2) a corporation, limited liability company or limited partnership domiciled in Argentina,
Australia, Brazil, Chile, France, Germany, Hong Kong, Italy, Japan, Korea, Mexico, Singapore, Spain or the United
Kingdom (along with any other countries agreed upon by Fitch and the Fund, the"Approved Foreign Nations'), (3)
the government of any Approved Foreign Nation or any of its agencies, instrumentalities or political subdivisions
(the debt securities of Approved Foreign Nation issuers being referred to collectively as "Foreign Bonds"), (4) a
corporation, limited liability company or limited partnership domiciled in Canada or (5) the Canadian government or
any of itsagencies, instrumentalities or political subdivisions (the debt securities of Canadian issuersbeing referred
to collectively as "Canadian Bonds"). Foreign Bonds held by the Trust will qualify as Fitch Eligible Assets only up
to a maximum of 20% of the aggregate Market Value of all assets constituting Fitch Eligible A ssets. Similarly,
Canadian Bonds held by the Trust will qualify as Fitch Eligible Assets only up to a maximum of 20% of the
aggregate Market Value of all assets constituting Fitch Eligible Assets. Notwithstanding the limitations in thetwo
preceding sentences, Foreign B onds and Canadian Bonds held by the T rust will qualify as Fitch Eligible Assets only
up to a maximum of 30% of the aggregate Market Value of all assets constituting Fitch Eligible Assets. In addition,
bonds which are issued in connection with a reorganization under U.S. federd bankruptcy law ("Reorganizaion
Bonds") will be considered debt securities constituting Fitch Eligible Assets if (a) they provide for periodic payment
of intereg in cash in U.S. dollars or euros; (b) they do not provide for conversion or exchange into equity capital at
any time over their lives; (c) they have been regigered under the SecuritiesAct or are restricted as to resale under
federal securities laws but are eligible for trading under Rule 144A promulgated pursuant to the Securities Act as
determined by the Trust's investment manager or portfolio manager acting pursuant to procedures approved by the
Board of Trustees of the Trust; (d) they were isued by a U.S. corporation, limited liability company or limited
partnership; and (e) at the time of purchase at least one year had elap sed since the issuer's reorganization. Reorgani-
zation Bondsmay also beconsidered debt securities constituting Fitch Eligible Assetsif they have been approved by
Fitch, which ap proval shall not be unreasonably withheld. All debt securities satisfying the foregoing requirements
and restrictions of this paragraph (iv) are herein referred to as "Debt Securities;"

(v) Common stocks (i) (A) which are traded on theNew Y ork Stock Exchange, the American Stock
Exchange or in the ov er-the-counter market, (B) which, if cash dividend paying, pay cash dividendsin U.S. dollars,
and (C) which may be sold without restriction by the Corporation; provided, however, that (1) common stock which,
while aFitch Eligible Asset owned by the Corporation, ceases paying any regular cash dividend will no longer be
considered a Fitch Eligible Asset until 60 calendar days after the date of the announcement of such cessation, unless
the issuer of the common stock has senior debt securities rated at least A- by Fitch (or rated at an equivalent level by
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either Moody's or S& P, if rated by only one of them, or by thelower of Moody's or S& P, if rated by both) and (2)
the aggregate Market Value of the Corporation's holdings of the common stock of any U.S. iswuer in excess of 5% of
the aggregate Market Value of the Fund's assets shall not be a Fitch's Eligible Asset; (ii) securities denominated in
any currency other than the U.S. dollar and securities of issuers formed under the laws of jurisdictions other than the
United States, its states and the District of Columbia for which there are dollar-denominated American Depository
Receipts ("ADRs") which are traded in the United States on exchanges or over-the-counter and are issued by banks
formed under the laws of the United States, its states or the District of Columbia; provided, however, that the
aggregate Market Value of the Corporation's holdings of securities other than ADRs denominated in currencies other
than the U.S. dollar in excess of 3% of the aggregate Market VValue of the Fund's assets or in excess of 10% of the
aggregate Market Valueof the Corporation's Fitch Eligible Assetswith respect toissuers formed under the laws of
any single such non-U.S. jurisdiction other than an Approved Foreign N ation or Canada shall not be a Fitch Eligible
Asset;

(vi) Preferred stocksif (A) dividends on such preferred stock are cumulative, (B) such securities
provide for the periodic payment of dividends thereon incash inU.S. dollas or euros and do not provide for
conversion or exchange into, or have warrants attached entitling the holder to receive equity capital at any time over
the respective lives of such securities, (C) the issuer of such a preferred stock has common stock listed on either the
New York Stock Exchange or the American Stock Exchange, (D) the issuer of such a preferred stock has a senior
debt rating or preferred stock rating from Fitch of B BB- or higher or the equivalent rating by another Rating Agency.
In addition, the preferred stocks issue must be at least $50 million;

(vii) Asset-back ed and mortgage-backed securities;
(viii) Rule 144 A Securities;
(ix) Bank Loans;

(x) Municipal debt obligaion that (A) pays interest in cash (B) is part of an issue of munidpal debt
obligations of at least $5 million, except for municipal debt obligations rated below A by Fitch or the equivalent
rating by another Rating A gency, in which case the minimum issue size is $10 million;

(xi) Tradable credit baskets (e.g., Traded Custody Receipts or TRACERS and Targeted Return Index
Securities Trust or TRAINS); and

(xii) Convertible debt and convertible preferred stocks

Financial contracts, as such term is defined in Section 3(c)(2)(B)(ii) of the Investment Company Act, not
otherwise provided for in this definition may be included in Fitch Eligible Assets but, with respect to any financial
contract, only upon receipt by the Trust of awriting from Fitch specifying any conditions on including such financial
contract in Fitch Eligible Assets and assuring the T rust that including such financial contract in the manner so
specified would not affect the credit rating assigned by Fitch to the AM PS.

Where the Trust sellsan asset and agreesto repurchase such asset in the future, the Discounted V alue of
such asset will constitute a Fitch Eligible Asset and the amount the Trust is required to pay upon repurchase of such
asset will count as aliability for the purposes of the Preferred Shares Basic M aintenance Amount. Where the T rust
purchases an asset and agrees to sell it to a third party in the future, cash receivable by the T rust thereby will
constitute a Fitch Eligible Asset if the long-term debt of such other party israted at least A- by Fitch or the
equivalent by another Rating Agency and such agreement has a term of 30 days or less; otherwise the Discounted
Value of such purchased asset will constitute a Fitch Eligible Asset.

Notwithstanding the foregoing, an asset will not be considered a Fitch Eligible Asset to the extent that it has

been irrevocably deposited for the payment of (i)(A) through (i)(E) under the definition of Preferred Shares Basic
Maintenance Amount or to the extent it is subject to any Liens, except for (A) L iens which are being contested in
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good faith by appropriate proceedings and which Fitch hasindicated to the Trust will not affect the status of such
asset as a Fitch Eligible Asset, (B) Liens for taxesthat are not then due and payable or that can be paid thereafter
without penalty, (C) Liens to secure payment for services rendered or cash advanced to the Trust by its investment
manager or portfolio manager, the Trust's custodian, transfer agent or registrar or the Auction Agent and (D) Liens
arising by virtue of any repurchase agreement.

Fitch Discount Factors

The Fitch Discount Factors for Fitch Eligible Assets are as follows, provided however, that for unhedged
foreign investments a discount factor of 105% shall be applied to the Market Value thereof otherwise determined in
accordance with the procedures below, provided further that, if the foreign issuer of such unhedged foreign
investment isfrom a country whose sovereign debt rating in a non-local currency is not assigned arating of 'AA'or
better by Fitch (or an equivalent rating by either Moody's or S& P, if rated by only ore of them, or by thelower of
Moody's or S&P, if rated by both of them), adiscount factor of 117% shall be applied to the Market V alue thereof
otherwise determined in accordance with the proceduresbel ow.

(i) Equity: Equity and Illiquid Debt, 300.00% discount.

(i) Corporate debt securities: The percentage determined by reference to the rating of acorporate debt
security in accordance with the table set forth below.

Not Rated
Term to Maturity of Corporate Debt or Below
Security Unrated(1) AAA AA A BBB BB BB
3 yearsor less(but longer than 1 year) 106.38% 108.11% 109.89% 111.73% 129.87% 151.52%
5 years or less (but longer than 3 years) 111.11 112.99 114.94 116.96 134.24 151.52
7 years or less (but longer than 5 years) 113.64 115.61 117.65 119.76 135.66 151.52
10 years or less (but longer than 7 years) 115.61 117.65 119.76 121.95 136.74 151.52
15 years or less (but longer than 10 years) 119.76 121.95 124.22 126.58 139.05 151.52
More than 15 years 124.22 126.58 129.03 131.58 144.55 151.52
(1) If a security is not rated by Fitch but is rated by two other Rating Agencies, then the lower of the ratings on

the security from the two other Rating Agencies will be used to determine the Fitch Discount Factor (e.g., where the
S&P rating is A- and the Moody's rating is Baal, a Fitch rating of BBB+ will be used). If a security is not rated by
Fitch but is rated by only one other Rating A gency, then the rating on the security from the other Rating A gency will
be used to determine the Fitch Discount Factor (e.g., where the only rating on a security isan S& P rating of AAA, a
Fitch rating of AAA will beused, and where theonly rating on a scurity is a Moody's rating of Ba3, a Fitch rating of
BB- will be used). If asecurity is notrated by any Rating Agency, the Trust will use the percentage set forth under
"Unrated" in thistable.

(iii) Convertible debt securities: The Fitch Discount Factor applied to convertible debt securitiesis (A) 200%
for investment grade convertibles and (B) 222% for below investment grade convertibles so long as such convertible
debt securities have neither (x) conversion premium greater than 100% nor (y) have a yield to maturity or yield to
worst of > 15.00% above the relevant T reasury curve.

The Fitch Discount Factor applied to convertible debt securities which have conversion premiums of greater
than 100% is (A) 152% for investment grade convertibles and (B) 179% for below investment grade convertibles so
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long as such convertible debt securities do not have ayield to maturity or yield to worst of > 15.00% above the
relevant Treasury curve.

The Fitch Discount Factor applied to conv ertible debt securities which have ayield to maturity or yield to
worst of > 15.00% above the relevant T reasury curve is 370%.

If a security is not rated by Fitch but is rated by two other Rating Agencies, then the lower of the ratings on
the security from the two other Rating Agencies will be used to determine the Fitch Discount Factor (e.g., where the
S&P rating is A- and the Moody's rating is Baal, a Fitch rating of BBB+ will be used). If a security is not rated by
Fitch but is rated by only one other Rating A gency, then the rating on the security from the other Rating A gency will
be used to determine the Fitch Discount Factor (e.g., where the only rating on a security isan S& P rating of AAA, a
Fitch rating of AAA will beused, and where theonly rating on a scurity is a Moody's rating of Ba3, a Fitch rating of
BB- will beused). If asecurity is not rated by any Rating Agency, the Trug will treat the security as if it were below
investment grade.

(iv) Preferred securities: The per centage determined by reference to the rating of a preferred security in
accordance with the table set forth below.

Not Rated
or Below
Preferred Security(1) AAA AA A BBB BB BB
Taxable Preferred 130.58% 133.19%  135.91% 138.73%  153.23% 161.08%
Dividend-Received Deduction 163.40%  163.40%  163.40% 163.40%  201.21% 201.21%
(DRD)
Preferred
(1) If asecurity is not rated by Fitch but is rated by two other Rating Agencies, then the lower of the ratings on

the security from the two other Rating Agencies will be used to determine the Fitch Discount Factor (e.g., where the
S& P rating is A- and the Moody's rating is Baal, a Fitch rating of BBB+ will be used). If a securityis not rated by
Fitch but is rated by only one other Rating A gency, then the rating on the security from the other Rating A gency will
be used to determine the Fitch Discount Factor (e.g., where the only rating on a security is an S& P rating of A AA, a
Fitch rating of AAA will beused, and where theonly rating on a scurity is a Moody's rating of Ba3, a Fitch rating of
BB- will be used). If a security is not rated by any Rating Agency, the Trust will use the percentage set forth under
"Unrated" in thistable.

(v) U.S. Government securities and U.S. Treasury Strips:
Discount
Time Remaining to M aturity Factor
1 year or less 101.5%
2 years or |less (but longer than 1 year) 103%
3 years or less (but longer than 2 year) 105%
4 years or less (but longer than 3 year) 107%
5 years or less (but longer than 4 year) 109%
7 years or less (but longer than 5 year) 112%
10 years or less (but longer than 7 year) 114%
Greater than 10 years 122%

Fitch Industry Classification
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Fitch Industry Classifications means, for the purposes of determining Fitch Eligible Assets, each of the
following industry classifications:

Fitch Industry Classifications

©XNOUA~WNE
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POCRIDUTRANNPOO®NDTA®WNEO

Aerospace and Defense
Automobiles

Banking, Finance and Real Estate
Broad casting and M edia
Building and Materials

Cable

Chemicals

Computers and Electronics
Consumer Products

Energy

Environmental Services
Farming and Agriculture

Food, Beverage and Tobacco
Gaming, Lodging and Restaurants
Health Care and Pharmaceuticals
Industrial/Manufacturing
Insurance

Leisure and Entertainment
Metals and Mining
Miscellaneous

Paper and Forest Products
Retail

Sovereign

Supermarkets and Drug Stores
Telecommunications

Textiles and Furniture
Transportation

Utilities

Structured Finance Obligations
Packaging and Containers
Business Services

Fitch Diversification Limitation

SIC Code (Major Groups)

37,45
37,55

60, 65, 67
27,48
15-17, 32, 52
48

28, 30

35, 36
23,51

13, 29, 49
87

1-3,7-9

20, 21, 54
70, 58

38, 28, 80
35

63, 64
78,79

10, 12, 14, 33,34
50, 72-76, 99
8, 24, 26

53, 56, 59
NA

54

48
22,25, 31, 57
40, 42-47

49

NA

26, 32, 34
73, 87

Portfolio holdings as described below must be within the following diversification and issue size

requirements in order to beincluded in Fitch's Eligible Assets:

Security Rated
At Least

AAA
AA-
A-
BBB-
BB-
B-
CCC

Maximum Sin gle

Issuer(1)
100%
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Maximum Sin gle

Minimum Issue Size

Industry(1),(2) (8 in million)(3)
100% $100
75 100
50 100
25 100
16 50
12 50
8 50



(1) Percentages represent a portion of the aggregate market value of corporate debt securities.
(2) Industries are determined according to Fitch's Industry Classifications, as defined herein.
(3) Preferred stock has a minimum issue size of $50 million.

NET ASSET VALUE

The net asset value of the Fund's shares will be computed based on the mark et value of the securities it
holds and will generally be determined daily as of the close of regular trading on the New Y ork Stock Exchange.

Portfolio ingruments of the Fund which aretraded in a market subject to government regulation on which
trades are reported contemporaneously generally will be valued at the last sal e price on the principal market for such
instruments as of the close of regular trading on the day the indruments are being valued, or lacking any sales, at the
average of the bid and asked price on the principal market for such instruments on the most recent date on which bid
and asked prices are available. Initial public offering securities are initially valued at cost, and thereafter as any
other equity security. Other readily marketable assets will be valued at the average of quotations provided by dealers
maintaining an active market in such instruments. Short-term debt instruments that are credit impaired or maturein
more than 60 days for which market quotations are avalable are vadued at the latest average of the bid and asked
prices obtained from a dealer maintaining an active market in that security. Short-term investments that are not
credit impaired and mature in 60 days or fewer are valued at amortized cost from purchase price or value on the 61st
day prior to maturity. Securities and other assets for which market quotations are not readily available will be valued
at fair value as determined in good faith by or under the direction of the Investment Adviser in accordance with
guidelines adopted by the Fund. The Fund may employ recognized pricing services from time to time for the
purpose of pricing portfolio instruments (including non-U.S. dollar denominated assets and futuresand options).

Trading takes place in various foreign markets on days which are not Business Days and on which therefore
the Fund's net asset value per share is not calculated. The calculation of the Fund's net asset value may not take
place contemporaneously with the determination of the prices of portfolio securities held by the Fund. Events
affecting the values of portfolio securitiesthat occur between the time their prices are determined and the close of the
NY SE will not be reflected in the Fund's calculation of net asset value unless the Board of Directors deems that the
particuar event would materially affect the net asset value, in which case the fair value of those securities will be
determined by consideration of other factors by or under the direction of the Board of Directors.

Net asset value per share iscalculated by dividing the value of the securities held plus any cash or other
assets minus all liabilities, including accrued expenses by the total number of shares outstanding at such time.

BENEFICIAL OWNERS

Name and Address of

Beneficial/Record Owner Amount of Shares and
as of March 10, 2003 Title of Class Natur e of Ow nership Percent of Class

Cede & Co.* Common 12,068,219 84.48%

P.O. Box 20

Bowling Green Station Series A 917,400 99.07%

New York, NY 10274 Preferred

Salomon Smith Barney Inc.** Common 1,955,315 13.69%

333 W 34th Street

New York, NY 1001 Series A 277,528 29.97%
Preferred
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Name and Address of

Beneficial/Record Owner Amount of Shares and
as of March 10, 2003 Title of Class Nature of Ow nership Percent of Class

Charles Schwab & Co., Inc.** Common 1,135,397 7.95%
c/o ADP Proxy Services
51 Mercedes Way Series A 54,974 (record) 5.94%
Edgewood, NY 11717 Preferred
Bear, Steams Securities Corp. Series A 57,215 (record) 6.18%
One M etrotech Center North Preferred
4th Floor

Brooklyn, NY 11201

Pershing LLC Common 856,672 6.00%
Pershing Plaza
Jersey City, NJ 07399

A.G. Edwards & Sons, Inc.** Common 1,075,388 (record) 7.53%
2801 Clark St.
St. Louis, MO 63103 Series A 38,074 6.27%
Preferred
* A nominee partnership of DTC.
*x Shares heldat DTC

As of M arch 10, 2003, the D irectors and Officers of the Fund as a group beneficially owned approximately
3.70% of the outstanding shares of the Fund's common stock.

GENERAL INFORMATION
Book-Entry-Only Issuance

DTC will act as securities depository for the shares of Series B Preferred and/or Series C Auction Rate
Preferred offered pursuant to the Prospectus. The information in this section concerning DTC and DT C's book-entry
system isbased upon information obtained from DTC. The securities offered hereby initially will be issued only as
fully-registered scuritiesregistered in the name of Cede & Co. (asnominee for DTC). One or more fully-registered
global security certificates initially will be issued, representing in the aggregate the total number of securities, and
deposited with DTC.

DTC is alimited-purpose trust company organized under the New Y ork Banking Law, a "banking
organization" within the meaning of the New York Banking L aw, a member of the Federal Reserve System, a
"clearing corporation" within the meaning of the New York Uniform Commercial Code and a "clearing agency"
registered pursuant to the provisons of Section 17A of the Securities Exchange Act of 1934, as anended. DTC holds
securities that its participants deposit with DTC. DTC also facilities the setiiement among participants of securities
transactions, such as transfers and pledges, in deposited securities through electronic computerized book-entry
changes in participants' accounts, thereby eliminating the need for physical movement of securities certificates.
Direct DTC participants include securities brokers and dealers, banks, trust companies, clearing corporations and
certain other organizations. Access to the DTC system is also available to others such as securities brokers and
dealers, banks and trust companies that clear through or maintain a custodial relationship with a direct participant,
either directly or indirectly through other entities.
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Purchases of securities withinthe DTC system must be made by or through dir ect participants, which will
receive acredit for the securities on DT C's records. T he ownership interest of each actual purchaser of a security, a
beneficial owner, isin turn to be recorded on the direct or indirect participants' records. Beneficial owners will not
receive written confirmation from DTC of their purchases, but beneficial ownersare expected to recave written
confirmations providing detailsof the transactions, aswell asperiodic gatements of their holdings, from the direct or
indirect participants through which the beneficial owners purchased securities. Transfers of ow nership interestsin
securities are to be accom plished by entries made on the books of participants acting on behalf of beneficial owners.
Beneficial owners will not receive certificates representing their ownership interests in scurities except as provided
herein.

DTC has no knowledge of the actual beneficial owners of the securities being offered pursuant to this
Prospectus; DTC's records reflect only the identity of the direct participants to whose accounts such securities are
credited, which may or may not be the beneficial owners. The participants will remain responsible for keeping
account of their holdings on behalf of their customers.

Conveyance of notices and other communications by D TC to direct participants, by direct participants to
indirect participants and by direct participants and indirect participants to beneficial owners will be governed by
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time.

Payments on the securities will be made to DTC. DTC's practice is to credit direct participants' accountson
the relevant payment date in accordance with their respective holdings shown on DTC's records unlessDTC has
reason to believe that itwill not receive paymentson such payment date Payments by participants to beneficial
owners will be governed by standing instructions and customary practicesand will be the responsibility of such
participant and not of DTC or the Fund, subject to any statutory or regulatory requirements as may bein effect from
time to time. Payment of dividendsto D TC is the responsibility of the Fund, disbursement of such payments to
direct participants isthe responsibility of DTC, and disbursement of such payments to the beneficial ownersis the
responsibility of direct and indirect participants. Furthermore each beneficial owner must rely onthe procedures of
DTC to exercise any rights under the Securities.

DTC may discontinue providing its services as securities depository with respect to the securities at any
time by giving reasonable notice to the Fund. Under such circumstances, in the event that a successor securities
depository is not obtained, certificatesrepresenting the Securities will be printed and delivered.

Counsel and Independ ent Accountants

Skadden, Arps, Slate, Meagher & Flom LLP, Four Times Square, New York, New York 10036 is special
counsel to the Fund in connection with the issuance of Series B Preferred and/or Series C Auction Rate Preferred.

PricewaterhouseCoopers LL P, independent accountants, 1177 Avenue of the Americas, New Y ork, New
Y ork 10036, serve as auditors of the Fund and will annually render an opinion on the financial statements of the
Fund.

FINANCIAL STATEMENTS

The audited finandal statements included in the Annual Reportto the Fund's Shareholders for the fiscal
year ended December 31, 2002, together with the report of PricewaterhouseCoopers LLP thereon, are also
incorporated herein by reference from the Fund's Annual Report to Shareholders. All other portions of the Annual
Report to Shareholders are not incorporated herein by reference and are not part of the Registration Statement. A
copy of the Annual Report to Shareholdersmay be obtained without charge by writing to the Fund at itsaddress at
One Corporate Center, Rye, New York 10580-1434 or by calling the Fund toll-free at 800-GABELLI (422-3554).
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GLOSSARY

"AA Financial Composite Commercial Paper Rate" on any date means (i) the interest equivalent of the 7-day
rate, in the case of a Dividend Period of 7 days or shorter; for Dividend Periods greater than 7 days but fewer than or
equal to 31 days, the 30-day rate; for Dividend Periods greater than 31 days but fewer than or equal to 61 days, the
60-day rate; for Dividend Periods greater than 61 days but fewer than or equal to 91 days, the 90 day rate; for
Dividend Periods greater than 91 days but fewer than or equal to 270 days, the rate described in (ii) below; for
Dividend Periods greater than 270 days, the Treasury Index Rate; on commercial paper on behalf of issuers whose
corporate bonds are rated "AA" by S& P, or the equivalent of such rating by another nationally recognized rating
agency, as announced by the Federal Reserve Bank of New Y ork for the close of businesson the Business Day
immediately preceding such date; or (ii) if the Federal Reserve Bank of New Y ork does not make available such a
rate, then the arithmetic average of the interest equivalent of such rates on commercial paper placed on behalf of
such issuers, as quoted on a discount basis or otherwise by the Commercial Paper Dealersto the Auction Agent for
the close of business on the Business Day immediately preceding such date (rounded to the next highest .001 of 1%).
If any Commercial Paper Dealer does not quote a rate required to determine the "AA" Financial Composite
Commercial Paper Rate, such rate will be determined on the basis of the quotations (or quotation) furnished by the
remaining Commercial Paper Dealers (or Dealer), if any, or, if there are no such Commercial Paper Dealers, by the
Auction Agent pursuant to indructionsfrom the Fund. For purposes of thisdefinition, (A) "Commercial Paper
Dealers' will mean (1) Salomon Smith Barney Inc., Lehman BrothersInc., Merrill Lynch, Pierce, Fenner & Smith
Incorporated and Goldman Sachs & Co.; (2) in lieu of any thereof, its respective affiliate or successor; and (3) in the
event that any of the foregoing will cease to quote rates for commercial paper of issuers of the sort described above,
in substitution therefor, a nationally recognized dealer in commercial paper of such issuersthen making such
guotations selected by the Fund, and (B) "interest equivalent" of a rate stated on a discount basis for commercial
paper of a given number of days maturity will mean a number equal to the quotient (rounded upward to the next
higher one-thousandth of 1%) of (1) such rate expressed as a decimal, divided by (2) the difference between (x) 1.00
and (y) afraction, the numerator of which will be the product of such rate expressed as a decimal, multiplied by the
number of days in which such commercial paper will mature and the denominator of which will be 360.

"Adjusted Value" of each Eligible Asset shall be computed as follows:
(0] cash shall be valued at 100% of the face value thereof; and
(i) all other Eligible Assetsshall be valued at the applicable Discounted Value thereof; and
(iii) each asset thatis not an Eligible Asset shall be valued at zero.

"Administrator'"means the other party to the Adminigration Agreement with the Fund which shall initially be
Gabelli Funds, LLC.

" Affiliate" means, with respect to the A uction Agent, any person known to the Auction A gent to be controlled by, in
control of or under common control with the Fund; provided, howev er, that no Broker-Dealer controlled by, in
control of or under common control with the Fund will be deemed to be an Affiliate nor will any corporation or any
Person controlled by, in control of or under common control with such corporation one of the directors or executive
officers of which isdirector of the Fund be deemed to be an Affiliate solely because such director or executive
officer is also a director of the Fund.

"Agent Member" means a member of or a participant in the Securities Depository that will act on behalf of a
Bidder.

"All Hold Rate" means 80% of the " AA" Financial Com posite Commercial Paper Rate.

"Applicable Rate" means, with respect to the Series C Auction Rate Preferred, for each Dividend Period (i) if
Sufficient Clearing Bids exist for the Auction in respect thereof, the Winning Bid Rate, (ii) if Sufficient Clearing

A-1



Orders do not exist for the Auction in respect thereof or an Auction does not take placewith respect to such
Dividend Period because of the commencement of a Default Period that ends prior to an Auction Date, the
Maximum Rate and (iii) if all Series C Auction Rate Preferred is the subject of Submitted Hold Orders for the
Auction in regect thereof, the All Hold Rate.

"Approved Foreign Nations" has the meaning ascribed to itin "Moody's and Fitch Guidelines — Fitch Guide-
lines."

"Auction" means each periodic operation of the Auction Procedures.

"Auction Agent" means The Bank of New Y ork unless and until another commercial bank, trust company, or other
financial institution appointed by aresolution of the Board of Directors enters into an agreement with the Fund to
follow the Auction Procedures for the purpose of determining the Applicable Rate.

"Auction Date" means the last day of the initial Dividend Period and each seventh day after the immediately
preceding Auction D ate; provided, howev er, that if any such seventh day is not a Business D ay, such Auction Date
shall be the first preceding day that is a Business Day and the next Auction Date, if for a Standard Dividend Period,
shall (subject to the same advancement procedure) be the seventh day after the date that the preceding A uction Date
would have been if not for the advancement procedure; provided further, however, that the Auction Date for the
Auction at the conclusion of any Special Dividend Period shall be the last Business Day in such Special Dividend
Period and that no more than one Auction shall be held during any Dividend Period. Notwithstanding the foregoing,
in the event an auction is not held because an unforeseen event or unforeseen events cause a day that otherwise
would hav e been an A uction Date not to be a Business D ay, then the length of the then-current dividend period will
be extended by seven days (or a multiple thereof if necessary because of such unforeseen event or events).

"Auction Procedures" means the proceduresfor conducting Auctions described in"Additiond Information
Concer ning the Auction for Series C Auction Rate Preferred."

"Available Series C Auction Rate Preferred" has the meaning set forth in"Additional Information Concerning the
Auction for Series C Auction Rate Preferred — Determination of Sufficient Clearing Bids, Winning Bid Rate and
ApplicableRate."

"Basic Maintenance Amount" has the meaning set forth in "Additional Information Concerning The Series B
Preferred and Series C Auction Rate Preferred — Asset Maintenance.”

"Basic Maintenance Report" means, with respect to the Series C Auction Rate Preferred, a report prepared by the
Administrator which sets forth, as of the related Valuation Date, M oody's Eligible Assets and Fitch Eligible A ssets
sufficient to meet or exceed the Basic Maintenance Amount, the Market Value and Discounted V alue thereof
(seriatim and in the aggregate), and the B asic Maintenance A mount, and shall have a correlative meaning with
respect to any other class or seriesof Preferred Stock.

"Beneficial Owner" with respect to Series C A uction Rate Preferred, means a customer of a B roker-Dealer who is
listed on the records of tha Broker-Dealer (or, if applicable, the Auction Agent) as a holder of such sharesof such

series.

"Bid" has the meaning set forth in "A dditional Information Concerning the Auction for the Series C Auction Rate
Preferred — Submission of Orders by Broker-Dealers to Auction Agent.”

"Bidder" has the meaning set forth in "A dditional Information Concerning the Auction for Series C A uction Rate
Preferred — Submission of Orders by Broker-Dealers to Auction Agent.”
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"Board of Directors" or "Board" means the Board of Directors of the Fund or any duly authorized committee
thereof as permitted by applicable law.

"Broker-Dealer' means any broker-dealer or broker-dealers, or other entity permitted by law to perform the
functionsrequired of a Broker-Dealer by the Auction Procedures, that has been selected by the Fund and has entered
into a Broker-Dealer Agreement that remains effective.

"Broker-Dealer A greement” means an agreement between the A uction Agent and a B roker-Dealer, pursuant to
which such Broker-Dealer agrees to follow the A uction Procedures.

"Business Day" means a day on which the New York Stock Exchange is open for trading and which isnot a
Saturday, Sunday or other day on which banks in The City of New Y ork, New Y ork are authorized or obligated by
law to close.

"Canadian Bonds" has the meaning ascribed to it in "Moody's and Fitch Guidelines — Fitch Guidelines."
"Charter" means the Articles of Amendment and Restatement of the Fund, as amended or supplemented (including
the Articles Supplementary), as filed with the State Department of Assessmentsand Taxation of the State of
Maryland.

"Code" means thelnternal Revenue Code of 1986, asamended.

"Commission" means the Securities and Exchange Commission.

"Common Stock" means the sharesof the Fund's common stock, par value $.001 per share.

"Cure Date" has the meaning set forth in paragraph 3(a) of Article Il of the Articles Supplementary for the Series B
Preferred and paragraph 3(a)(ii) of Article | of the Articles Supplementary for the Series C Auction Rate Preferred.

"Date of Original Issue" means the date on which the Series B Preferred or Series C Auction Rate Preferred, as the
case may be, is originally issued by the Fund.

"Debt Securities" has the meaning ascribed to it in "Moody's and Fitch Guidelines — Fitch Guidelines.”

"Default Period" has the meaning set forth in "Additional Information Concerning the Series B Preferred and
Series C A uction Rate Preferred — Dividends and Dividend Period."

"Default Rate" means the Reference Rate multiplied by three (3).

"Deposit Assets" means cash, Short-Term Money Market Ingruments and U.S. Government Obligations Except
for determining whether the Fund has Eligible Assets with an Adjusted Value equal to or greater than the Basic
Maintenance Amount, each Deposit Asset shall be deemed to have a value equal to its principal or face amount
payable at maturity plus any interest payable thereon after delivery of such Deposit Asset but only if payable on or
prior to the applicable payment date in advance of which the relevant deposit is made.

"Discount Factor" means (i) so long as Moody's is rating the Series B Preferred or Series C Auction Rate Preferred
at the Fund's request, the Moody'sDiscount Factor, (ii) solong as Fitch israting the Series C Auction Rate Preferred,
the Fitch Discount Factor, and/or (iii) any applicable discount factor established by any Other Rating Agency,
whichever isapplicable.

"Discounted Value' means, as applicable, (i) the quotient of the Market Value of an Eligible Asset divided by the
applicable Discount Factor, provided that with respect to an Eligible Asset that is currently callable, Discounted
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Value will be equal to the applicable quotient or product as calculated above or the call price, whichever is lower,
and that with respect to an Eligible Asset that is prepayable, Discounted Value will be equal to the applicable
quotient or product as calculated above or the par value, whichever is lower.

"Dividend Default" has the meaning set forth in"Additional Information Concerning the Series B Preferred and
Series C A uction Rate Preferred — Dividends and Dividend Period."

"Dividend Payment Date" means, with respect to the SeriesB Preferred Stock, any date on which dividends
declared by the Board of Directorsthereon are payable pursuantto the provisions of paragraph 1(a) of Article 11 of
the Articles Supplementary of the SeriesB Preferred, and, with respect to the Series C Auction Rate Preferred, any
date on which dividends declared by the Board of Directors thereon are payable pursuant to the provisons of
paragraph 2(b) of Article | of the Articles Supplementary, for the Series C Auction Rate Preferred, and shall havea
correlative meaning with respect to any other class or series of Preferred Stock.

"Dividend Period" means, with respect to Series B Preferred, the quarterly dividend spedfied in paragraph 1(a) of
Article 11 of the A rticles Supplementary for the Series B Preferred and, with respect to Series C Auction Rate
Preferred, the initid period determined in the manner set forth under "Designation” in the Artides Supplementary of
the Series C Auction Rate Preferred, and thereafter, the period commencing on the Business Day following each
Auction D ate and ending on the next Auction D ate or, if such next Auction D ate is not immediately followed by a
Business D ay, on the latest day prior to the next succeeding Business Day.

"Eligible Assets" means Moody's Eligible Assets (if Moody's is then rating the Series B Preferred or Series C
Auction Rate Preferred at therequest of the Fund), Fitch Eligible Assets (if Fitch is then rating the SeriesC Auction
Rate Preferred at the request of the Fund), and/or Other Rating Agency Eligible Assets if any Other Rating A gency is
then rating the Series B Preferred or Series C A uction Rate Preferred, whichever is applicable.

"Existing Holder" means (i) a person who beneficially owns those shares of Series C Auction Rate Preferred listed
in that person's name in the recordsof the Fund or the Auction Agent or (ii) the beneficial owner of those shares of
Series C Auction Rate Preferred which are listed under such person'sBroker-Dealer's name in the records of the
Auction Agent, which Broker-Dealer will have signed a master purchaser's | etter.

"Fitch" means Fitch, Inc. and its successors at law.
"Fitch Discount Factor" has the meaning ascribed to it in "M oody's and Fitch Guidelines — Fitch Guidelines."
"Fitch Eligible A ssets" has the meaning ascribed to it in "Moody's and Fitch Guidelines — Fitch Guidelines."

"Fitch Exposure Period" means the period commencing on (and including) a given Valuation Date and ending 25
days thereafter.

"Fitch Industry Classifications' means, for the purposes of determining Fitch Eligible Assets, each of the
following industry classifications:

Aerospace & Defense
Automobiles

Banking, Finance & Real Estate
Broadcasting & Media
Building & Materials

Cable

Chemicals

Computers & Electronics
Consumer Products

©oNOOrWONE
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10. Energy

11. Environmental Services

12. Farming & Agriculture

13. Food, Beverage & Tobacco
14. Gaming, Lodging & Restaurants
15. Healthcare & Pharmaceuticals
16. Industrial/Manufacturing

17. Insurance

18. Leisure & Entertainment

19. Metals & Mining

20. Miscellaneous

21. Paper & Forest Products

22. Retail

23. Sovereign

24, Supermarkets & Drugstores
25. Telecommunications

26. Textiles & Furniture

27. Transportation

28. Utilities

"Foreign Bonds" has the meaning ascribed to it in "Moody's and Fitch Guidelines — Fitch Guidelines."

"Hold Order" has themeaning st forth in "Additional Information Concerning the Auction for Series C Auction
Rate Preferred — Orders By Existing Holders and Potential Holders.”

"Holder" means, with respect to the Series C Auction Rate Preferred, the registered holder of Series C Auction Rate
Preferred shares as the same appears on the stock ledger or stock recordsof the Fund or recordsof the Auction
Agent, as the case may be.

"Industry Classification" means a six-digit industry classificationin the Standard Industry Classification system
published by the United States.

"ISDA" has the meaning ascribed to it in "Moody's and Fitch Guidelines — Fitch Guidelines."

"Liquidation Preference' means $25 per share of Series B Preferred and $25,000 per shareof Series C Auction
Rate Preferred Stock and will have a correlative meaning with respect to shares of any other classor series of
Preferred Stock.

"Market Capitalization'" means, with respect to any isaue of common stock, as of any date, the product of (i) the
number of shares of such common stock issued and outstanding as of the close of businesson the date of determina-
tion thereof and (ii) the Market Value per share of such common stock as of theclose of business on the dae of
determination thereof.

"Market Value" means the amount determined by the Fund with respect to specific Eligible Assetsin accordance
with valuation policies adopted from time to time by the Board of Directors as being in compliance with the
requirements of the 1940 Act.

Notwithstanding the foregoing, "M arket Value" may, at the option of the Fund with respect to any of its
assets, mean the amount determined with respect to specific Eligible Assets of the Fund in the manner set forth
below:

0] as to any common or preferred stock which is an Eligible Asset, (a) if the stock istraded on a
national securitiesexchange or quoted on the Nasdaq System, the last sales price reported on the

A-5



(i)

(iii)

(iv)

v)

Valuation Date or (b) if there was no reported sales price on the Valuation Date, the lower of two
bid prices for such stock provided to the Administrator by two recognized securities dealers with a
minimum capitalization of $25,000,000 (or otherwise approved for such purpose by Moody's and
Fitch) or by one such securities dealer and any other source (provided that the utilization of such
source would not adversely affect Moody's and Fitch's then-current rating of the SeriesC Auction
Rate Preferred), at least one of which will be provided in writing or by telecopy, telex, other
electronic transcription, computer obtained quotation reducible to written form or similar means,
and in turn provided to the Fund by any such means by such administrator, or, if two bid prices
cannot be obtained, such Eligible Asset will have a Market Value of zero;

asto any U.S. Government Obligation, Short-Term Money Market Instrument (other than demand
deposits, federal funds, bankers' acceptances and next Business Day repurchase agreements) and
commercial paper, with a maturity of greater than 60 days, the product of (a) the principal amount
(accreted principal to the extent such instrument accretes interest) of such instrument and (b) the
lower of the bid prices for the same kind of instrumentshaving, as nearly as practicable, compara-
ble interest rates and maturities provided by two recognized securities dealers having minimum
capitalization of $25,000,000 (or otherwise approved for such purpose by Moody's and Fitch) or
by one such dealer and any other source (provided that the utilization of such source would not
adversely affect Moody's and Fitch's then-current rating of the Series B Preferred or Series C
Auction Rate Preferred, as the case may be,) to the administrator, at least one of which will be
provided in writing or by telecopy, telex, other electronic transcription, computer obtained
quotation reducible to written form or similar means, and in turn provided to the Fund by any such
means by such administrator, or, if two bid prices cannot be obtained, such Eligible Asset will have
a Market Valueof zero;

as to cash, demand deposits, federal funds, bankers' acceptances and next Business D ay repurchase
agreements included in Short-Term Money Market Instruments, the face value thereof;

asto any U.S. Government Obligation, Short-Term Money Market Instrument or commercial
paper with a maturity of 60 daysor fewer, amortized cost unless the Board of Directors determines
that such valuedoes not constitute fair value; or

as to any other evidence of indebtedness which is an Eligible Asset, (a) the product of (1) the
unpaid principal balance of such indebtedness as of the Valuation Date and (2)(A) if such
indebtedness is traded on a national securities exchange or quoted on the Nasdaq System, the last
sales price reported on the Valuation Date or (B) if there was no reported sales price on the
ValuationDate or if such indebtednessis not raded on a national securities exchange or quoted on
the Nasdaq System, the lower of two bid prices for such indebtedness provided by two recognized
dealers with a minimum capitalization of $25,000,000 (or otherwise gpproved for such purpose by
Moody's and Fitch) or by one such deder and any other source (provided that the utilization of
such source would not adversely affect Moody's and Fitch's then-current rating of the Series B
Preferred or Series C Auction Rate Preferred , as the case may be,) to the administrator of the
Fund's assets, at leas one of which will be provided inwriting or by telecopy, telex, other
electronic transcription, computer obtained quotation reducible to written form or similar means,
and in turn provided to the Fund by any such means by such administrator, plus (b) accrued
interest on such indebtedness.

"Maximum Rate" means, on any date on which the Applicable Rate is determined, the applicable percentage of (i)
in the case of dividend period of 184 days or less, the "AA" Financial Composite Commercia Paper Rate on the date
of such Auction determined as set forth below based on the lower of the credit ratings assigned to the Series C
Auction Rate Preferred by Moody's and Fitch subject to upward but not downward adjustment in the discretion of the
Board of Directors after consultation with the Broker-Dealers; provided that immediately following any such
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increase the Fund would be in compliance with the SeriesC Auction Rate Preferred Basic M aintenance Amount or
(i) in the case of adividend period of longer than 184 days, the Treasury Index Rate.

Moody's Credit Rating Fitch Credit Rating Applicable Percentage
Aa3 or higher AA- or higher 150%
A3to Al A-to A+ 175%
Baa3 to Baal BBB- toBBB+ 250%
Below Baa3 Below BBB- 275%

"Moody's" means M oody's Investors Service, Inc. and its successors at law.

"Moody's Discount Factor" hasthe meaning ascribed to it in "M oody's and Fitch Guidelines— Moody's
Guidelines."

"Mo ody's Eligible Assets" has the meaningascribed to itin "Moody's and Fitch Guidelines — Moody's Guide-
lines."

1940 Act" means the Invesment Company Act of 1940, asamended, or any successor statute.

"1940 Act Asset Coverage' means asset coverage, as determined in accordance with Section 18(h) of the 1940 Act,
of at least 200% with respect to all outstanding senior securities of the Fund which are stock, including all
Outstanding shares of SeriesB Preferred and Series C Auction Rate Preferred (or such other asset coverage as may
in the future be specified in or under the 1940 Act as the minimum asset coverage for senior securitieswhich are
stock of a closed-end investment company as a condition of declaring dividends on its common stock), determined
on the basis of values calculated as of a time within 48 hours (not including Saturdays, Sundays or holidays) next
preceding the time of such determination.

"1940 Act Asset Coverage Certificate" means the certificate required to be delivered by the Fund pursuant to
paragraph 9(a)(i)(B) of Article | of the Articles Supplementary of the Series C Auction Rate Preferred.

"Non-Call Period" means a period determined by the Board of Directors after consultation with the Bro-
ker-Dealers, during which the Series C Auction Rate Preferred Stock subject to such Special Dividend Period are not
subject to redemption at the option of the Fund but only to mandatory red emption.

"NRSRO" means a Nationally Recognized Statistical RatingsOrganization.

"Order" has the meaning set forth in "A dditional Information Concerning the Auction for Series C A uction Rate
Preferred — Orders By Existing Holders and Potential Holders."

"Other Rating Agency" means any rating agency other than Moody's or Fitch then providing arating for the Series
C Auction Rate Preferred pursuant to the request of the Fund.

"Other Rating Agen cy Eligible Assets" means assetsof the Fund designated by any Other Rating Agency as
eligible for incluson in calculating the discounted value of the Fund's assetsin connection with such Other Rating

Agency's rating of the Series C Aucion Rate Preferred.

"Outstanding" means, as of any date, Preferred Stock theretofore issued by the Fund except:
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(i) any such share of Preferred Stock theretofore cancelled by the Fund or delivered to the Fund for
cancellation;

(i) any such share of Preferred Stock other than the SeriesC Auction Rate Preferred (or other auction
market preferred gock) shares as to which a notice of redemptionwill have been given and for
whose payment at the redemption thereof Deposit Assets in the necessary amount are held by the
Fund on in trustfor or were paid by the Fund to the holder of such share pursuant to the Articles
Supplementary with respect thereto;

(iii) in the case of shares of the Series C Auction Rate Preferred or other auction market preferred
stock, any such shares theretofore delivered to the applicable auction agent for cancellation or with
respect to which the Fund has given notice of redemption and irrevocably deposited with the
applicable paying agent sufficient funds to redeem such shares; and

(iv) any such share in exchangefor or in lieu of which other shares have beenissued and delivered.

Notwithstanding the foregoing, (x) for purposes of voting rights (including the determination of the number of shares
required to constitute a quorum), any Preferred Stock as to which the Fund or any subsidiary is the holder or Existing
Holder, as applicable, will be disregarded and deemed not Outstanding; (y) in connection with any auction, any
auction rate Preferred Stock as to which the Fund or any Person known to the auction agent to be an subsidiary is the
holder or Existing Holder, asapplicable, will be disregarded and not deemed Outstanding; and (z) for purposes of
determining the Basic Maintenance Amount, Series C Auction Rate Preferred held by the Fund will be disregarded
and deemed not Outstanding.

"Paying Agent" means with respect to Series C Auction Rate Preferred, The Bank of New Y ork unless and until
another entity appointed by aresolution of the Board of Directorsenters into an agreement with the Fund to serve as
paying agent, which paying agent may be the same as the Auction Agent and, with respect to any other classor series
of preferred stock, the Person appointed by the Fund as dividend disbursing or paying agent with respect to such
class or series.

"Person" means and includes an individual, a partnership, the Fund, atrust, a corporation, a limited liability
company, an unincorporaed association, a joint venture or other entity or a government or any agency or political
subdivision thereof.

"Potential Beneficial Owner or Holder" means (i) any Existing Holder who may be interested in acquiring
additional shares of Series C Auction Rate Preferred or (ii) any other person who may be interested in acquiring
shares of Series C Auction Rate Preferred and who hassigned amaster purchaser's | etter or whose shares will be
listed under such person's Broker-Deal er'sname on the records of the Auction Agent which Broker-Dealer will have
executed a master purchaser's letter.

"Preferred Stock" means the preferred stock, par value $.001 per share, of the Fund, and includes the Series B
Preferred and SeriesC Auction Rate Preferred.

"Premium Call Period" means a period consisting of anumber of whole years as determined by the Board of
Directors after consultation with the Broker-Dealers, during each year of which the shares subject to such Special
Dividend Period will be redeemable at the Fund's option at a price per share equal to the Liquidation Preference plus
accumulated but unpaid dividends (whether or not earned or declared) plusa premium expressed asa percentage or
percentages of the Liquidation Preference or expressed as a formula using specified variables as determined by the
Board of Directors after consultation with the Broker-D ealers.

"Pricing Service" means any of the following: Bloomberg Financial Service, Bridge Information Services, Data
Resources Inc., FT Interactive, International Securities Market Association, Merrill Lynch Securities Pricing Service,
Muller D ata Corp., Reuters, S& P/J.J. Kenny, Telerate, Trepp Pricing and Wood Gundy.
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"Quarterly Valuation Date" means the last Business Day of each March, June, September and December of each
year.

"Rating Agency" means Moody'sand Fitchas long as such raing agency isthen rating the Series B Preferred or
Series C Auction Rate Preferred at therequest of the Fund.

"Rating A gency Guidelines" hasthe meaning set forth in set forth in "Moody's and Fitch Guidelines."

"Redemption Date'" means, with respect to shares of the Fund's Outstanding Preferred Stock, the date fixed by the
Fund for the redemption of such shares.

"Redemption Default" has the meaning set forth in"Additional Information Concerning the Series B Preferred and
Series C A uction Rate Preferred — Dividends and Dividend Period."

"Redemption Price" means, with respect to the Series B Preferred, the price set forth in paragraph 3(a) of Article Il
of the Articles Supplementary for the Series B Preferred Stock and, with respect to the Article C Auction Rate
Preferred, the price set forth in paragraph 3(a)(i) of Article | of the Articles Supplementary for the Series C Auction
Rate Preferred Stock.

"Reference Rate" means, withrespect to the determination of the Default Rate, the applicable "AA" Financial
Composite Commercial Paper Rate for a Dividend Period of 184 days or fewer or the applicable Treasury Index
Rate for a Dividend Period of longer than 184 days and, with respect to the determination of the Maximum Rate, the
"AA" Financial Composite Commercid Paper Rate or the Treasury Index Rate, as appropriate.

"Reorganization Bonds" hasthe meaning ascribed to it in "Moody's and Fitch Guidelines — Fitch Guidelines."
"S&P" means Standard & Poor's Ratings Services, or its successors at law.
"Securities Act" means The Securities Act of 1933, as amended, or any successor statute.

"Securities Depository" means The Depository Trug Company and its successors and assigns or any successor
securities depository slected by the Fund that agreesto follow the procedures required to be followed by such
securities depository in connection with the sharesof Series B Preferred or Series C Auction Rate Preferred.

"Sell Order" has the meaning se forth in "Additional Information Concerning the Auction for Series C Auction
Rate Prefered — Submission of Orders by Broker-Dealers to Auction Agent."

"Series A Preferred" means the Fund's 7.92% Cumulative Preferred Stock, $.001 par value per share and
liquidation preference $25 per share.

"Series B Preferred" means the Fund's Series B Cumulative Preferred Stock, $.001 par value per share and
liquidation preference $25 per share.

"Series C Auction Rate Preferred" means the Fund's Series C Auction Rate Cumulative Preferred Stock, $.001 par
value per share and liquidation preference $25,000 per share.

"Series C Auction Rate Preferred Basic Maintenance Amount Test" means a test which is metif the lower of
the aggregate Discounted Values of the Moody's Eligible Assets or the Fitch Eligible Assets if both Moody's and
Fitch are then raing the SeriesC Auction Rate Preferred at therequest of the Fund, or the Eligible Assets of
whichever of Moody'sor Fitchis then doing so if only one of Moody'sor Fitchis then rating the Series C Auction
Rate Preferred at the request of the Fund, meetsor exceeds the Basic Maintenance Amount with respect to the Series
C Auction Rate Preferred.
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"Short-Term M oney M arket Instrument" means thefollowing typesof instrumentsif, on the date of purchase or
other acquisition thereof by the Fund, the remaining term to maturity thereof is not in excess of 180 days:

0] commercial paper rated A-1 if such commercial paper matures in 30 days or A-1+ if such
commercial paper maturesin over 30 days,

(i) demand or time deposits in, and banker's acceptances and certificates of deposit of (a) a depository
institution or trust company incorporated under the laws of the United States of America or any
state thereof or the District of Columbia or (b) a United States branch office or agency of aforeign
depository institution (provided that such branch officeor agency is subject to banking regulation
under the laws of the United States, any state thereof or the District of Columbia);

(iii) overnight funds; and
(iv) U.S. Government Obligations.
"Special Dividend Period" means a Dividend Period that isnot a Standard Dividend Period.

"Specific Redemption Pro visions" means, with respect to any Special Dividend Period of more than one year,
either, or any combination of (i) a Non-Call Period and (ii) a Premium Call Period.

"Standard Dividend Period" means a Dividend Period of seven days, subject to increase or decrease to the extent
necessary for the next Auction D ate and Dividend Payment Date to each be Business D ays.

"Submission Deadline" means 1:00 p.m., New Y ork City time, on any Auction Date or such other time on any
Auction Date by which Broker-Dealers are required to submit Orders to the Auction Agent as specified by the
Auction Agent from time to time.

"Submitted Bid" has themeaning st forth in "Additional Information Concerning the Auction for Series C Auction
Rate Preferred — Determination of Sufficient Clearing Bids, Winning Bids, Winning Bid Rate and Applicable
Rate."

"Submitted Bid Order" has the meaning set forth in "Additional Information Concerning the Auction for Series C
Auction Rate Preferred — Determination of Sufficient Clearing Bids, Winning Bids, Winning Bid Rate and
Applicable Rate."

"Submitted Hold Order" has the meaning set forth in "Additional Information Concerning the Auction for Series C
Auction Rate Preferred — Determination of Sufficient Clearing Bids, Winning Bids, Winning Bid Rate and
Applicable Rate."

"Submitted Order" has the meaning set forth in "Additional Information Concerning the Auction for Series C
Auction Rate Preferred — Determination of Sufficient Clearing Bids, Winning Bids, Winning Bid Rate and
Applicable Rate."

"Submitted Sell Order" has the meaning set forth in "Additional Information Concerning the Auction for Series C
Auction Rate Preferred — Determination of Sufficient Clearing Bids, Winning Bids, Winning Bid Rate and
Applicable Rate."

"Sufficient Clearing Bids" has the meaning set forthin "Additional Information Concerning the Auction for Series

C Auction Rate Preferred — Determination of Sufficient Clearing Bids, Winning Bids, Winning Bid Rate and
Applicable Rate."
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"Sufficient Clearing Orders'" means that all shares of Series C Auction Rate Preferred are the subject of Submitted
Hold Orders or that thenumber of shares of Series C Auction Rate Preferred that are the subject of Submitted Bids
by Potential Holders specifying one or more rates equal to or lessthan the Maximum Rate exceeds or equals the sum
of (i) the number of shares of Series C Auction Rate Preferred that are subject of Submitted Bids by Existing Holders
specifying one or more rates higher than the Maximum Rate and (ii) the number of shares of Series C A uction Rate
Preferred that are subject to Submitted Sell Orders.

"Treasury Index Rate" means the averageyield to maturity for actively traded marketableU.S. Treasury fixed
interest rate securities having the same number of 30-day periods to maturity as the length of the applicable Dividend
Period, determined, to the extent necessary, by linear interpolation based upon the yield for such securities having
the next shorter and next longer number of 30-day periods to maturity treating all D ividend Periods with alength
greater than the longest maturity for such securities ashaving a length equal to such longest maturity, in all cases
based upon data set forth in the most recent weekly gatistical release published by the Board of Governors of the
Federal Reserve System (currently in H.15 (519)); provided, however, if the most recent such statistical release will
not have been published duringthe 15 dayspreceding the date of computation, the foregoing computations will be
based upon the average of comparable data as quoted to the Fund by at leag threerecognized dealersin U.S.
Government Obligations selected by the Fund.

"U.S. Government Obligations" means direct obligations of the United States or by its agencies or instrumentali-
ties that are entitled to the full faith and credit of the United States and that, other than U nited States Treasury Bills,

provide for the periodic payment of interest and the full payment of principal at maturity or call for redemption.

"Valuation Date'" means the |ast Business Day of each month, or such other date as the Fund and Rating Agencies
may agree to for purposes of determining the Basic Maintenance Amount.

"Winning Bid Rate" means the lowest rate specified in the Submitted Bids which if:
(i) (a) each such Submitted Bid of Existing Holders specifying such lowest rate and
(b) all other such Submitted Bids of Exiging Holders specifying lower rates were rgected,
thus entitling such Existing Holders to continue to hold the shares of such series that are
subject to such Submitted Bids; and
(i) (a) each such Submitted Bid of Potential Holders specifying such lowest rate and
(b) all other such Submitted Bids of Potential Holders specifying lower rates were accepted;
would result insuch Exiging Holders described in subclause (i) above continuingto hold an aggregate number of
Outstanding Series C A uction Rate Preferred shares which, when added to the number of Outstanding Series C

Auction Rate Preferred shares to be purchased by such Potential Holders described in subclause (ii) above, would
equal not less than the Available Series C Auction Rate Preferred shares.
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