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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 investing primarily in the common

stock and other deb t or equity securities of foreign and dom estic 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 policies of the Fund.  The Fund's policy of

concentration in companies in the communications industries is also a fundamental policy of the Fund.

This Statement of Additional Information ("SAI") is not a prospectus, 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 SAI incorpo rates by reference the entire Prosp ectus.

Each cap italized term us ed but no t defined in this SA I has the mea ning ascribe d to it, as the case  may be, in

the Prospectus or in the glossary of this SAI.
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The Prospectus and this SAI omit certain of the information contained in the registration statement filed

with the Securities and Exchange Commission, Washington, D.C.  The registration 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.  This Statement 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,

199 4.  T he F und 's co mmo n sto ck is  trad ed o n the  New  Yo rk S tock Ex cha nge  und er th e sym bol  "G GT ."  T he F und 's

Series A Preferred is traded on the New York Stock Exchange under the symbol "GGT Pr."  
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INVESTMENT OBJECTIVES AND POLICIES

Investment Objectives

The Fu nd's primary inv estment ob jective is long-ter m growth o f capital.  Incom e is a second ary objec tive. 

Under normal market conditions, the Fund will invest at least 80% of its total assets in common stock and other

securities of companies in the telecommunications, media, publishing and entertainment industries.  See "Investment

Objectives and P olicies" in the Prospectus.

Investment Practices

Special Situations.   Subject to  the Fund's po licy of investing at lea st 80% o f the value of its total a ssets in

companies involved 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" cha racteristics.  In gen eral, a specia l situation com pany is a com pany whos e 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 situations include, among others, a liquidation, reorganization, recapitalization or

merger, material litigation, technological breakthrough or new management or management policies.  The principal

risk associated  with investments in  special situation  compan ies is that the anticipa ted develo pment tho ught to create

the special situation may not occur and the investment therefore may not appreciate in value or may decline in value.

Tempora ry Defensive Investm ents.  Alth oug h under  nor mal  mar ket c ond itions at  leas t 80 % o f the  Fun d's

assets will consist 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 defensive 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 ma rket instrumen ts in which the Fu nd may inve st are U.S. go vernment se curities, comm ercial pap er 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 domestic branches of U.S. banks that are members of

the Federa l Deposit In surance C orporatio n.  For a de scription of su ch ratings, see A ppendix  A to the Pro spectus. 

The Fu nd may also  invest up to 1 0% of the  market value  of its total assets dur ing tempo rary defensive  periods in

shares of mo ney market m utual funds that inv est primarily in U .S. Gove rnment secu rities and rep urchase ag reements

in respect of those securities.  Money market mutual funds are investment companies and the investments by the

Fund in tho se comp anies are sub ject to certain o ther limitations.  Se e "Investm ent Restriction s." As a share holder in

a mutual fund , the Fund will b ear its ratable sh are of the fund 's expenses, includ ing manage ment fees, and  will

remain sub ject to paym ent of the fees to th e Investmen t Adviser with re spect to asse ts so invested.  

Lower Ra ted Securities.  The Fund may invest up to 10% of its total assets in fixed-income securities rated

in the lower rating categories of recognized statistical rating agencies, such as securities 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 a s "junk bo nds."

Generally, such lower rated securities and unrated securities of comparable quality offer a higher current

yield than is offered by higher rated securities, but also (i) will likely have some quality and protective characteristics

that, in the judgm ent of the rating o rganizations , are outweigh ed by large u ncertainties or  major risk e xposures  to

adverse conditions and (ii) are predominantly speculative with respect to the issuer's capacity to pay interest and

repay principal in accord ance with the terms of the obligation.  Th e 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 credit risk.  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 paym ent of senior ind ebtednes s.  In light of these risks, the  Investment A dviser, in evalu ating the cred itworthi-

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 sensitivity 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 o btain accur ate market q uotations for p urposes o f valuing its portfo lio and calcu lating its net asset value . 

Moreover, the lack of a liquid trading market may restrict the availability of securities for the Fund to purchase and

may also hav e the effect of limiting th e ability of the Fun d to sell securities  at their fair marke t value to resp ond to

changes in the econom y or the financial markets.

Lower rated debt obligations also present risks based on payment expectations.  If an issuer calls the

obligation fo r redemp tion (often a fea ture of fixed inc ome secu rities), the Fund  may have to  replace the s ecurity with

a lower 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.  Investments in zero

coupon bonds may be more speculative and subject to greater fluctuations in value due to changes in interest rates

than bond s that pay interest c urrently.

The Fu nd may inve st in securities of issue rs in default.  Th e Fund will inve st in securities of issue rs in

default only when the Investment Adviser believes that such issuers will honor their obligations or emerge from

bankrup tcy protectio n and the va lue of these sec urities will appre ciate.  By inves ting in securities of issu ers in

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 reco gnized rating  agencies an d other sou rces, the Inves tment Adv iser also perfo rms 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 o ther things, current and anticipated cash

flow and borrowing requirements, value of assets in relation to historical cost, strength of management, responsive-

ness to business conditions, credit standing and current anticipated results of operations.  In selecting investments for

the Fund, the Investment Adviser may also consider general business conditions, anticipated changes in interest rates

and the outlook for spe cific industries.

Subsequent to its purchase by the Fund, an issue of securities may cease to be rated or its rating may be

reduced.  In addition, it is possible that statistical rating agencies might not change their ratings of a particular issue

or reflect subsequent events on a timely basis.  Moreover, such ratings do not assess the risk of a decline in market

value.  No ne of these ev ents will require th e sale of the sec urities by the Fun d, although th e Investmen t Adviser will

consider these events in determ ining whether the Fund should  continue to hold the securities.

The market for certain lower rated and comparable unrated securities has in the past experienced a major

econom ic recession.  T he recessio n adversely a ffected the valu e of such secu rities as well as the ab ility of certain

issuers of such securities to repay principal and pay interest thereon.  The market for those securities could react in a

similar fashion in the event of any future economic recession.

Derivative Instrum ents.

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 currencies which are listed on a national securities exchange or in the OTC

market, as a means of achieving additional return or of hedging the value of the Fund's portfolio.



B-4 

A call optio n is a contract tha t gives the hold er of the op tion the right to b uy from the write r of the call

option, in return for a premium, the security or currency underlying the option at a specified exercise price at any

time during the  term of the op tion.  The w riter of the call op tion has the ob ligation, 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 gives the 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 optio n is "covere d" if the Fund  owns the und erlying instrumen t covered  by the call or ha s an absolute

and immediate right to acq uire that instrument without additional cash conside ration (or for additional cash

considera tion held in a se gregated a ccount by its cu stodian) up on conve rsion or exc hange of o ther instrumen ts held

in its portfolio.  A call option is also covered if the Fund holds a call on the same instrument as the call written where

the exercise price of the call held is (i) equal to or less than the exercise price of the call written or (ii) greater than

the exercise price of the call written if the difference is maintained by the Fund in cash, U.S. government securities

or other liquid securities in a segregated account with its custodian.  A put option is "covered" if the Fund maintains

cash or oth er high grad e short-term o bligations with a  value equa l to the exercise  price in a segr egated ac count with

its custodian, o r else holds a p ut on the sam e instrument as  the put written wh ere the exerc ise 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 intentio n to engage  in uncovere d option tra nsactions.  If the F und has written  an option, it m ay terminate its

obligation by effecting a closing purchase transaction.  This is accomplished by purchasing an option of the same

series as the op tion previo usly written.  Ho wever, onc e the Fund  has been a ssigned an e xercise notic e, the Fund w ill

be unable  to effect a closing  purchase tra nsaction.  Sim ilarly, if the Fund is the h older of an  option it may liq uidate

its position by effecting a closing sale transaction.  This is accomplished by selling an option of the same series as

the option previously purchased.  There can be no assurance that either a closing purchase or sale transaction can be

effected whe n 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 fro m writing the op tion or is mor e than the pre mium paid  to purchas e the option ; the Fund will

realize a loss 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 call option may also 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 price and price

volatility of the und erlying security and  the time rema ining until the exp iration date.  G ains and losse s on invest-

ments in options depen d, in part, on the ability of the Investment Adviser to pre dict 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 movements of the portfolio securities subject to the hedge.

An option position may be closed out only on an exchange which provides a secondary market for an option

of the same se ries.  Although  the Fund will ge nerally purch ase or write o nly those optio ns for which the re appea rs to

be an active secondary market, there is no assurance that a liquid secondary market on an exchange will exist for any

particular option.  In such event it might not be possible to effect closing transactions in particular options, so 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 securities for 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 b e able to sell the  underlying sec urity until the option  expires or it d elivers the und erlying security

upon exercise or otherwise covers the position.

Options on S ecurities 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 against a general decline in the securities

market or a segment of the securities market.  Options on securities indices are similar to options on stocks except

that, rather than the right to take or make delivery of stock at a specified price, an option on a securities index gives
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the holder the right 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 pr ice of the op tion. 

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 is imperfect and the risk from imperfect correlation increases 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 F oreign Curren cies.  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 a currency 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 designated in 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 p urchasing the  options. 

As in the case of interest rate futures contracts and options thereon, described below, the Fund may hedge

against the risk o f a decrease  or increase in  the U.S. do llar value of a for eign currenc y denomin ated deb t security

which the Fund owns or intends to acquire by purchasing or selling options contracts, futures contracts or options

thereon with re spect to a for eign currenc y other than the fo reign curren cy in which such  debt secur ity 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 Con tracts.  The Fun d will enter into futu res contrac ts only for certain  bona fide h edging, 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 vehicle for hedging.  In addition, the Fund may enter into futures

contracts on stock and bond indices (collectively, "securities indices").  The Fund may enter into such futures

contracts both on U .S. and foreign exchanges.

A "sale" of a futures contract (or a "short" futures position) means the assumption of a contractual

obligation to deliver the assets underlying the contract at a specified price at a specified future time.  A "purchase" of

a futures contra ct (or a "lon g" futures po sition) means  the assump tion of a con tractual obliga tion to acqu ire the assets

underlying the contract at a specified price at a specified future time.  Certain futures contracts are settled on a net

cash payment basis rather than by the sale and delivery of the assets underlying the futures contracts.  U.S. futures

contracts ha ve been d esigned by e xchanges tha t have been  designated  as "contra ct 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., a brokerage 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 as between the clearing members of the exchange.

At the time a futur es contract is p urchased  or sold, the F und must allo cate cash o r securities as a d eposit

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 req uired by an e xchange to  increase the lev el of its initial margin p ayment.  Th ereafter, the future s contract is

valued daily and the payment in cash of "variation margin" may be required, a process known as "mark-to-the-
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market."  E ach day the F und is requir ed to pro vide or is entitled  to receive va riation margin  in an amou nt equal to

any change  in the value of the  contract since  the preced ing day.

Although futures contracts by their terms ma y call for the actual delivery or acquisition of underlying assets,

in most cases  the contractu al obligation  is extinguished b y offset before th e expiration  of the contrac t. 

The offsetting  of a contrac tual obligation  is accomp lished by buyin g (to offset an ea rlier sale) or selling  (to

offset an earlier purchase) an identical futures contract calling for delivery in the same month.  Such a transaction

cancels the o bligation to m ake or take  delivery of the u nderlying co mmodity.  W hen the Fun d purcha ses or sells

futures contracts, the Fund will incur brokerag e fees and related transactions costs.

In addition, futures contracts entail risks.  The ordinary spreads between values in the 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 variation 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 e ntering into offse tting transactions  rather than m aking or takin g delivery.  T o the extent p articipants

decide to  make or tak e delivery, liquid ity in the futures mark et could be  reduced , thus produ cing price d istortions. 

Third, from the point of view of speculators, the margin deposit requirements in the futures market are less onerous

than margin requirements in the securities market.  Increased participation by speculators in the futures market may

cause temp orary price  distortions.  T hus, a correc t forecast of intere st rate trends b y the Investme nt Adviser m ay still

not result in a successful transaction.

If the Fund se eks to hedg e against a de cline in the value  of its portfolio se curities and se lls futures contrac ts

on other se curities that historica lly have had a  high degree  of positive co rrelation to the  value of the p ortfolio

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 less effective than if the correlation had been greater.  In a similar but

more extre me situation, the  value of the future s position mig ht in fact decline w hile the value o f the portfolio

securities holds steady or rises.  This would result in a loss that would not have occurred but for the attempt to hedge.

Options on F utures Contrac ts.  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 futures contracts 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 the right, in return for the premium paid, to assume a position in a futures

contract (a long 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 a long 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 is less than, in the case of a put, the

exercise of the  option on  the futures con tract.

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 futures contract or an option to purchase that futures contract

having a strike price equal to or less than the strike 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 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 contract if it owns an option to sell that

futures contract having a strike price equal to or greater than the strike price of the "covered" option and having an

expiration d ate not earlier th an the expira tion date of the  "covere d" optio n, or if it segregates  and mainta ins 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 its custodian with respect to such put option).  There is no

limitation on the  amount o f the Fund's assets w hich can be  placed in the  segregated  account.

Writing a put option on a futures contract serves as a partial hedge against an increase in the value of debt

securities the Fund intends to acquire.  If the futures price at expiration of the option is above the exercise price, the

Fund will retain the full amount of the option premium which provides a partial hedge against 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 below the exercise price when the option is exercised, the Fund will incur a loss, which may be

wholly or pa rtially offset by the de crease in the v alue of the sec urities the Fund  intends to acq uire. 

Writing a call option on a futures contract serves as a partial hedge against a decrease in the value of the

Fund's portfolio securities.  If the market price of the underlying futures contract at expiration of a written call 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 exe rcised is abo ve the exerc ise price, how ever, the Fun d will incur a loss, w hich may be  wholly or pa rtially

offset by the incre ase in the value  of the securities in the  Fund's portfo lio which were  being hed ged. 

The Fu nd may pu rchase put o ptions on futur es contracts to  hedge its po rtfolio against the  risk of a decline  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 as a hedge against an increase in the value of securities the

Fund intend s to acquire a s a result of dec lining interest rates o r fluctuating curre ncy exchan ge rates. 

Interest Rate Futures Contracts and Options Thereon.  The Fund may purchase or sell interest rate futures

contracts to take advantage of or to protect the Fund against fluctuations in interest rates affecting the value 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 similar to selling an

equivalent va lue of the Fund 's portfolio secu rities.  If interest rates incre ase, the value o f the Fund's po rtfolio

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 acc omplish sim ilar results by selling d ebt securities w ith longer ma turities and inves ting in debt sec urities with

shorter maturities when interest rates are expected to increase.  However, since the futures market may be more

liquid than the c ash marke t, the use of futures c ontracts as a risk  managem ent technique  allows the Fun d to maintain

a defensive position without having to sell its portfolio securities.

Similarly, the Fund may purchase interest rate futures contracts when it is expected that interest rates may

decline.  The purchase of futures contracts for this purpose constitutes 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 advan tage of the antic ipated rise in the  cost of the de bt securities witho ut actually buying  them. 

Subsequ ently, the Fund  can make  its intended p urchase of the  debt secur ities in the cash ma rket and cur rently

liquidate its futures  position.  T o the extent the  Fund ente rs into futures co ntracts for this pu rpose, it will main tain in

a segregated  asset accou nt with the Fund 's custodian, asse ts sufficient to cove r the Fund's ob ligations with resp ect to

such futures co ntracts, which w ill consist of cash o r other liquid  securities from  its portfolio in an  amount eq ual to

the difference between the fluctuating market value of such futures contracts and the aggregate value of the initial

margin deposited b y the Fund with its custodian with respect to such futures co ntracts.

The pu rchase of a c all option on  a futures contra ct is similar in some  respects to the  purchase o f a call

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.  As with the purchase of futures contracts, when the

Fund is not fully invested it may purchase a call option on a futures contract 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 is similar 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 reduc tion in the value of portfolio securities.

The writing of a call option on a futures contract 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 provides a 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 increasing prices of the securities that are deliverable 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 a loss which will be reduced by the amount of the premium it received.  Depending on the degree of

correlation between cha nges 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 po rtfolio securities. 

Currency Futures and Options Thereon.  Generally, foreign currency futures contracts and options thereon

are similar to the interest rate futures contracts and options thereon discussed previously.  By entering into currency

futures and options thereon, the Fund will seek to establish 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 dollars it will receive at delivery for a certain amount of a foreign currency.  In this way, whenever the Fund

anticipates a decline in the value of a foreign currency against the U.S. dollar, the Fund can attempt to "lock in" the

U.S. dollar value of some or all of the securities held in its portfolio that are denominated in that currency.  By

purchasing currency futures, the Fund can establish the number of dollars it will be required to pay for a specified

amount o f a foreign curre ncy in a future mo nth.  Thus, if the F und 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 options on currency futures will allow the Fund, for the price of the premium and related

transaction c osts it must pay fo r the option, to  decide wh ether or no t to buy (in the ca se of a call op tion) or to sell (in

the case of a p ut option) a fu tures contrac t at a specified p rice at any time d uring the perio d before th e option ex pires. 

If the Investme nt Adviser, in p urchasing an  option, has b een corre ct in its judgme nt concern ing the directio n in

which the price of a foreign currency would move as against the U.S. dollar, the Fund may exercise the option and

thereby take a futures position to hedge against the risk it had correctly anticipated or close out the option position at

a gain that will offset, to some extent, currency exchange losses otherwise suffered by the Fund.  If exchange rates

move in a way 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 pro fits on its underlying se curities transactio ns. 

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 investments from broad

fluctuations in stock or bond prices.  For example, the Fund may sell securities index futures contracts 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 otherwise result.  If such decline occurs, the loss in value of portfolio securities may be offset, in whole or

part, by gains on the futures position.  W hen the Fund is not fully invested in the securities market and an ticipates 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 o n securities index futures contracts for hedging pu rposes.

Limitations on the P urchase and  Sale of Futures C ontracts and O ptions on Fu tures Contracts.   Subject to

the guidelines of 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

rules and 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) bo na fide hedg ing transaction s without regar d to the per centage of the  Fund's assets

committed  to margin an d option p remiums an d (ii) non-hed ging transactio ns, provide d that the Fun d 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 p rofits and unrealized losses on any such  transactions.

In addition, investment in future contracts and related options generally will be limited by the rating agency

guidelines applicable to any of the Fund's outstanding preferred stock.

Forward C urrency Exch ange Co ntracts.  The Fund may engage in currency transactions other than on

futures excha nges to pro tect against future c hanges in the lev el of future curre ncy exchan ge rates.  Th e 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 m arket or on  a forward b asis, by entering in to forward  contracts to p urchase or  sell currency.  A

forward contract on foreign currency involves an 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 rece ivables or p ayables of the  Fund gen erally arising in co nnection with th e purchase  or sale

of its portfolio se curities and ac cruals of interes t receivable a nd Fund  expenses.  P osition hedg ing is the forward  sale

of currency with respect to portfolio security positions denominated or quoted in that currency or in a currency

bearing a hig h degree o f positive corr elation to the va lue of that curre ncy.

The Fund may not position hedge with respect to a particular currency for an amount greater than the

aggregate m arket value (d etermined  at the time of ma king any sale o f forward cu rrency) of the se curities 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 a segregated

account of the Fund in an amount equal to the value of the Fund's total assets committed to the consummation of the

given forward contract.  If the value 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 com mitment with res pect to the for ward con tract.

At or before the maturity of a forward sale contract, the Fund may either sell a portfolio security and make

delivery of the currency, or retain the security and offset its contractual obligations to deliver the currency by

purchasing a second contract pursuant to which the Fund will obtain, on the same maturity date, the same 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 a loss 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 purcha se of the curre ncy, the Fund  will realize a gain to  the extent the p rice of the curr ency it has agre ed to

purchase  is less than the price  of the currenc y it has agreed to  sell.  Should fo rward pric es increase, the  Fund will

suffer a loss 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 o ffsetting transactions.

The cost to the Fund of engaging in currency transactions varies with factors such as the currency involved,

the length of the contract period and the market conditions then 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 the risk 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 a decline in an y currency is gen erally anticipate d by the Inve stment Adv iser, the Fund  may not be  able to

contract to sell the currency at a price above the level to which the currency is anticipated to decline.

Special Risk Considerations Relating to Futures and Options Thereon.  The Fund's ability to establish and

close out positions in futures contracts and options thereon will be subject to the development and maintenance of

liquid markets.  Although the Fund generally will purchase or sell only those futures contracts and options thereon

for which there appears to be a liquid market, there is no assurance that a liquid market on an exchange will exist for

any particular futures contract or option thereon at any particular time.  In the event no liquid market exists for a

particular future s contract or  option there on in which the  Fund ma intains a positio n, it will not be po ssible 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 a written option, wait to sell the underlying securities until the

option expires or is 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 ma rgin depo sits on the futures co ntract or op tion thereon  and to ma ke variation m argin

payments until the contract is closed.

Successful use of futures contracts 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 Investment Adviser's expectations are not met, the Fund will be in a worse position than if a hedging

strategy had not been pursue d.  For example, if the Fund  has hedged against the po ssibility 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 future s positions.  In a ddition, in suc h situations, if the Fun d has insufficient c ash to meet d aily

variation ma rgin requirem ents, it may have to  sell securities to m eet the require ments.  The se sales may b e, but will

not necessarily be, at increased prices which reflect the rising market.  The Fund may have to sell securities at a time

when it is disadv antageous  to do so. 

Additional Risks o f Foreign Op tions, Futures Con tracts, Options on F utures Contrac ts and Forw ard

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 similar 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, fore ign securities.  T he value of su ch positions  also could  be adver sely

affected by (i) other complex foreign political, legal and economic factors, (ii) lesser availability than in the U.S. of

data on wh ich to make  trading dec isions, (iii) delays in the  Fund's ability to ac t upon eco nomic eve nts occurring  in

the foreign markets during non-business hours 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 circumstanc es.

Risks of Currency  Transactions.   Currency transactions are also subject to risks different from those of

other portfolio transactions.  Because currency control is of great importance to the issuing governments and

influences eco nomic pla nning and p olicy, purcha ses and sales o f currency and  related instrum ents can be a dversely

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 it is unable to deliver or receive currency or monies in settlement of obligations and could also cause hedges

it has entered in to to be ren dered use less, resulting in full curre ncy expos ure as well as inc urring transac tion costs. 

Repurcha se Agreeme nts.  The Fun d may enga ge in repurc hase agree ments as set forth  in the Prosp ectus.  A

repurchase agreement is an instrument under which the purchaser, i.e., the Fund, acquires a debt security and the
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seller agrees, at the time of the sale, to repurchase the obligation at a mutually agreed upon time and price, thereby

determining the yield during the purchaser's holding period.  This results in a fixed 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 am ount of the repurchase

obligations of the counter party.  The Fund's risk is primarily that, if the seller defaults, the proceeds from the

disposition of the underlying securities and othe r 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 a default 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 default in the obligation to repurchase are less than the

repurchase price, the Fun d will experience a loss.

If the financial institution which is a party to the repurchase agreement petitions for bankruptcy or becomes

subject to the  United Sta tes Bankru ptcy Cod e, the law regar ding the rights o f the Fund is uns ettled.  As a resu lt,

under extreme circumstances, there may be a restriction on the Fund's ability to sell the collateral and the Fund

would suffer a loss.

Loans of Po rtfolio Securities.  Consistent with applicable regulatory requirements and the Fund's investment

restrictions, the Fund may lend its portfolio securities to securities broker-dealers or financial institutions, provided

that such loan s are callable  at any time by the F und (subje ct to notice p rovisions de scribed b elow), and  are at all

times secured  by cash or c ash equivale nts, which are m aintained in a se gregated a ccount pu rsuant to app licable

regulations and that are at least equal to the market value, determined daily, of the loaned securities.  The advantage

of such loans is that the Fund continues to receive the income on the loaned securities while at the same time earns

interest on the c ash amou nts deposite d as collatera l, which will be inve sted in short-term  obligations.  T he Fund w ill

not lend its po rtfolio securities if suc h loans are n ot permitted  by the laws or re gulations of an y state in which its

stock is qualified  for sale.  The  Fund's loans o f portfolio sec urities will be colla teralized in ac cordanc e 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 total 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 loss of rights in the collateral should the borrower 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

creditworth iness of the con tracting parties o n an ongo ing basis.  Up on terminatio n of the loan, the  borrowe r 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 asso ciated with loa ns of portfolio  securities are sub stantially similar to tho se 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 the rights of the Fund is unsettled.  As a result, under extreme

circumstanc es, there may b e a restriction o n the Fund's ab ility to sell the collateral a nd the Fund  would suffer a  loss. 

When voting or consent rights which accompany loaned 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 reasonab le finder's, administrative and custodial fees in connection with a loan  of its securities.

When Issued , Delayed D elivery Securities and F orward Co mmitmen ts.  The Fund may enter into forward

commitm ents for the pur chase or sa le of securities, inclu ding on a " when issued " or "de layed delive ry" 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., a when, as and if issued security.  When such transactions are
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negotiated, the price is fixed 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 o f actually acquirin g the security, the F und may se ll the security befo re the settlemen t date if it is

deemed advisable.

Securities purchased under a forward commitment are subject to market fluctuation, and no interest (or

dividend s) accrues to  the Fund p rior to the settlem ent date.  T he Fund w ill segregate with its cu stodian cash  or liquid

high-grade d ebt securities in a n aggregate  amount at lea st equal to the a mount of its ou tstanding forw ard com mit-

ments.

Short Sales.   The Fund may make short sales of securities.  A short sale is a transaction in which the Fund

sells a security it does not own in anticipation that the market price of that security will decline.  The market value of

the s ecu ritie s so ld sh ort o f any  one  issu er w ill no t exc eed  eith er 5 % o f the  Fun d's to tal a sset s or  5%  of su ch is sue r's

voting securitie s.  The Fun d will not mak e a short sale, if, after g iving effect to such  sale, the marke t value of all

securities sold short exceeds 25% of the value of its assets or the Fund's aggregate short sales of a particular class of

securities exceeds 25% of the outstanding securities of that class.  The Fund may also make short sales "against 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 unco nditional right to  acquire at no  additional c ost, the identica l 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 in the same or similar securities.  The short sale of

a security is considered a speculative 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-dealer

through which it made the short sale in order to satisfy its obligation to deliver the security upon conclusion of the

sale.  The F und may ha ve to pay a fee  to borrow  particular sec urities and is often  obligated to  pay over a ny payments

received on such bo rrowed securities.

The Fund's obligation to replace the borrowed security will be secured by collateral deposited with the

broker-dealer, usually cash, U.S. government securities or other highly liquid debt securities.  The Fund will also be

required to  deposit sim ilar collateral with its c ustodian to th e extent, if any, nece ssary so that the va lue of both

collateral deposits in the aggregate is at all times equal to the greater of the price at which the security is sold short or

100% of the current market value of the security sold short.  Depending on arrangements made with the bro-

ker-dealer from which it borrowed the security regarding payment over of any payments received by the Fund on

such security, the Fund may not receive any payments (including 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 rep laces the bo rrowed se curity, the Fund  will incur a loss; co nversely, if the price  declines, the F und will

realize a cap ital gain.  Any gain w ill be decrea sed, any loss inc reased, by th e transaction  costs describ ed abov e. 

Although the  Fund's gain is limited  to the price at w hich it sold the se curity short, its pote ntial loss is theoretic ally

unlimited.

To secu re its obligation s to deliver the s ecurities sold sh ort, the Fund  will deposit in esc row in a sep arate

account with its custodian, State Street Bank and Trust Company ("State Street"), an amount at least equal to the

securities sold  short or secu rities convertib le into, or exch angeable  for, the securities.  T he Fund m ay 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 o n securities in its po rtfolio that are co nvertible into the  securities sold sh ort.
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INVESTMENT RESTRICTIONS

The Fund operates under the following restrictions that constitute fundamental policies that cannot be

changed without the affirmative vote of the holders of a majority of the outstanding voting securities of the Fund (as

defined in the  1940 A ct).  Such a m ajority is defined  as the lesser of (i) 6 7% or m ore of the sha res present a t a

meeting of stockholders, if the holders of 50% of the outstanding shares of the Fund are present or represented by

proxy or (ii) m ore than 50 % of the o utstanding sha res of the Fun d.  All perce ntage 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 do es not requ ire elimination o f any security from  the portfolio .  The Fun d may not:

• Invest 25% or more of its total assets, taken at market value at the time of each investment, in the

securities of issuers in any particular industry other than the telecommunications, media, publish-

ing and entertainment industries.  This restriction does not apply to investments in 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 F und would own  more than 3%  of any other investment comp any'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 shareholders.

• Purchase  or sell comm odities or co mmodity c ontracts exc ept that the Fun d may pur chase or se ll

futures contra cts and related  options ther eon if immed iately thereafter (i) no  more than 5 % of its

total assets are inv ested in mar gins and pre miums and  (ii) the aggrega te market valu e of its

outstanding  futures contrac ts and mark et value of the c urrencies an d futures con tracts subjec t to

outstanding  options written  by the Fund  do not exc eed 50%  of the marke t value of its total asse ts. 

The Fund may not purchase or sell real estate, provided that the Fund may invest in securities

secured by real estate or interests therein or issued by companies which invest in real estate 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 po rtfolio 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 resp ect 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 its total 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 loans would at all times

be fully collatera lized, the risk of lo ss in the event of d efault of the bo rrower sho uld be slight.

• Borrow money, except that the Fund may borrow from banks and other financial institutions on an

unsecured  basis, in an am ount not exc eeding 10 % of its total asse ts, to finance the re purchase  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 assets of the Fund at the time the loan is made.  The Fund may pledge up to 10%  of the

lesser of the cost or value of its total assets to 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 purch ases of securities,

although this limitation will not apply to repurchase transactions as described above.
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• Underwrite securities of other issuers except 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 shareholde rs.

• Invest more  than 15%  of its total assets in illiquid  securities, such a s repurcha se agreem ents with

maturities in excess of seven days, or securities that at the time of purchase have legal or contrac-

tual restrictions on resale.

• Issue senior se curities, excep t to the extent pe rmitted by ap plicable 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  serv ices , inc lud ing a greeme nts w ith th e Inves tme nt Advi ser,  Sta te S tree t Ba nk a nd T rust  Com pan y, the  Fun d'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

operation s of the Fund  are delega ted to the Inve stment Adv iser.  

The names and business addresses of the directors and principal officers of 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 org anizations and comp anies.
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Name, Po sition(s)

Address 1

And Age

Term of Office
and

Length of
Time

Served2

Number of
Portfolios in

Fund
Complex

Overseen by
Director

Principal Occupation(s)
During past
Five Years

Other

Directorships

Held by Director

INTERESTED 

DIRECTORS3:

MARIO J. GABELLI

Director, President and 

Chief Investment Officer

Age: 60

Since 19 94** 22 Chairman of the Board

and Chief E xecutive O f-

ficer of Gabelli Asset

Management Inc. and

Chief Investment Officer

of Gabelli Funds, LLC

and GAM CO Investors,

Inc; Chairman and Chief

Executive Officer of

Lynch Interactive Cor-

poration (m ultimedia

and services); Chairman

and Director of other

registered investment

compa nies in the Ga belli

fund complex.

Director of Morgan

Group Holdings, Inc.

(holding company);

Vice Chairman of

Lynch Co rporation  (di-

versified manufacturing

company).

KARL OTTO PÖHL

Director

Age: 72

Since 1994* 31 Member of the Share-

holder Committee of

Sal. Opp enheim Jr. &

Cie (private investment

bank); Former President

of the Deutsche

Bundesbank and Chair-

man of its Central Bank

Council (1980-1991);

Director of other regis-

tered investment compa-

nies in the Gabelli fund

complex . 

Director of Gab elli As-

set Mana gement Inc .;

Chairman, Incentive

Capital and Incentive

Asset Management

(Zurich); Director at

Sal Opp enheim Jr. &

Cie, Zurich.

NON-INTERESTED  DIRECTORS:

THOMAS E. BRATTER

Director

Age: 62

Since 19 94** 3 Director, President and

Founder, The John

Dewey A cademy (r esi-

dential college prepara-

tory therapeutic high

school); Director of

other registere d invest-

ment companies in the

Gabelli fund complex.

—
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ANTHO NY J.

COLAVITA4

Director

Age: 66

Since 20 01** 33 President and Attorney

at Law in the law firm of

Anthony J. Colavita,

P.C.; Director of other

registered investment

compa nies in the Ga belli

fund com plex. 

AMES P. CONN4

Director

Age: 64

Since 1994* 11 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 registere d invest-

ment companies in the

Gabelli fund  complex . 

Director o f LaQuinta

Corp. (hotels) and F irst

Republic Bank.

FRANK J.

FAHRENKOPF, JR.

Director

Age: 62

Since 19 99*** 3 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 Nation al Comm it-

tee; Director of other

registered investment

compa nies in the Ga belli

fund complex.

ANTHONY R.

PUSTORINO

Director

Age: 76

Since 1994* 17 Certified Public Accoun-

tant; Professor Emeritus,

Pace University; Direc-

tor of other registered

investment co mpanies in

the Gabelli fund com-

plex. 

—
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WERNER J. ROEDER, MD
Director
Age: 61

Since 1999*** 26 Medical Director of Law-
rence Hospital and practic-
ing private physician.

SALVATORE J. ZIZZA
Director
Age: 56

Since 1994*** 9 Chairman of Hallmark

Electrical Supplies

Corp.; Former Executive

Vice President of FMG

Group (a healthcare pro-

vider); Director of other

registered investment

compa nies in the Ga belli

fund complex.

Director of Hollis Eden

Pharmaceuticals.

OFFICERS:

BRUCE N. ALPERT
President
Age: 51

Since 2003 -- Executive Vice President
and Chief Operating Offi-
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
Vice President
Age: 34

Since 1998 -- Vice President at the Fund
since 1998.  Vice President
of Gabelli & Company,
Inc. since 1996.

GUS COUTSOUROS

Vice President and Trea-

surer

Age: 40

Since 2003 -- Vice President and Chief

Financial Officer of

Gabelli Funds, LLC

since 199 8 and an o ffi-

cer of all mutual funds

advised b y Gabelli

Funds and its affiliates

and Chief F inancial Of-

ficer of Gabelli Advis-

ers, Inc.  Prior to 1998,

Treasurer of Lazard

Funds.
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STEVEN D. LAROSA
Title:  Vice President
Age:  24

Since 2003 -- Assistant Vice President

of Gabelli Funds, LLC

since 200 0.  Prior to

2000, student at Boston

College.

JAMES E. MCKEE

Secretary

Since 1995 -- Vice President General

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 Addres s:  One Co rporate C enter, Rye, N Y 105 80, unless o therwise note d. 

2 The Fund's Board of Directors is 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 F und's 2003 Annu al Meeting of Shareh olders and until their succes-

sors are duly elected and qualified.

** - Term expires at the F und's 2004 Annu al Meeting of Shareh olders and until their succes-

sors are duly elected and qualified.

*** - Term expires at the F und's 2005 Annu al Meeting of Shareh olders and until their succes-

sors are duly elected and qualified.

3 "Interested person" of the Fund as defined in the Investment Company Act of 1940.  Messrs. Gabelli and

Pöhl 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 D irectors of the F und is divide d into three cla sses, with a class ha ving a term o f three years. 

Each year the term of office of one class of directors of the Fund will expire.  The terms of Messrs. Conn, Pöhl and

Pustorino as Directors of the Fund expire in 2003; the terms of Messrs. Bratter, Colavita and Gabelli as Directors of

the Fund e xpire in 20 04; and the  terms of M essrs. Fahren kopf, Ro eder and  Zizza as D irectors of the F und expire  in

2005.  See " Anti-Takeover P rovisions of the Charter and B y-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 R ange of Eq uity 

Securities in the Fund*(1)

Aggregate  Dollar R ange of Eq uity

Securities in all R egistered Inv est-

ment Com panies O verseen by D i-

rectors in Family of Investment

Companies*

INTERESTED DIRECTORS

Mario J . Gabelli E E

Karl Otto Pöhl A A

DISINTERESTED DIRECTORS

Dr. Thomas E. Bratter B E

Anthony J. C olavita C E

James P. Conn E E

Frank J. Fahrenkopf, Jr. A B

Anthony R. Pustorino C E

Werner  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) This inform ation has be en furnished b y each Dire ctor as of D ecembe r 31, 200 2.  "Ben eficial Owne rship" is

determined in accordance with Section 16a-1(a)(2) of the Securities Exchange Act of 1934, as amended.

The D irectors servin g on the Fun d's Nomina ting Comm ittee are M essrs. Colav ita (Chairma n) and Zizz a. 

The N ominating C ommittee is re sponsible fo r recomm ending qu alified candid ates to the B oard in the e vent that a

position is vac ated or cre ated.  The  Nomina ting Comm ittee would co nsider reco mmend ations 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 standing 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 as defined in the 1940 Act.  The Audit Committee is responsible for

reviewing and evaluating issues related to the accounting and financial reporting policies and internal controls of the

Fun d an d the int ernal co ntro ls of  cer tain  serv ice p rov ide rs, o ver see ing t he q uali ty an d ob jec tivit y of t he F und 's

fina ncia l sta tem ents  and  the a udi t the reo f and  to act as  a lia ison  betwee n the  Bo ard  of D irec tors  and  the F und 's

independent accountants.  During the 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's Board 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 Fu nd and the  Investment A dviser have  adopted  a code o f ethics (the "C ode of E thics") unde r 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 Commission's Public Reference

Room in Washington, D.C.  Information on the operations of the Reference Room may be obtained by calling the

Securities and Exchange Commission at (202) 942-8090.  The Code of Ethics is also available on the EDGAR

database on the Securities and Exchange Commission's Internet Site at http://www.sec.gov.  Copies of the Code of

Ethics may also be ob tained, after paying a duplicating fee, by electronic req uest 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 mee tings.

 The following table shows certain compensation information for the directors and officers of the Fund for

the fiscal year end ed Dec ember 3 1, 2002 .  Messrs. La tartara and L aRosa ar e employe d by the Fun d 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

Name of Person and 

          Position          *

Aggregate 

Compensation

 from the Fund 

Total Compensation

from the Fund and Fund

Complex Paid 

To Directo rs/

             Officers              

MARIO J. GABELLI

Chairman of the Board (22)

$ 0 $ 0

THOMAS E. BRAT TER Director (3) $ 8,000 $ 31,000

ANTHONY  J. COLAVITA Director (33) $ 8,000 $ 152,286

JAMES P . CONN D irector (11) $ 8,500 $ 53,500

FRANK J. FAHRENKOPF JR. Director (3) $ $8,000 $ 31,000

KARL OTTO PÖ HL Director (31) $ 0 $ 0

ANTHONY  R. PUSTORINO Director (17) $ 9,000 $ 132,286
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WERNER J. ROEDE R, MD Director (26) $ 9,000 $ 97,786

SALVAT ORE J. ZIZZA D irector (9) $ 9,500 $ 73,750

TOT AL** $ 60,000

____________________

* Represents the total compensation paid to such persons during the calendar year ended December 31, 2002 by

investment companies (including 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, which would bring total Director compensa-

tion/expenses from the fund to $63,827.

For his service as Vice President of the Fund, Mr. Latartara 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 officers to the Fund and its stockholders to 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) that it is proved 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 pr ofit actually receiv ed or (ii) that a ju dgment o r other final ad judication a dverse 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, was the 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 directors and officers, or officers of

another corpora tion that serve at the request of the indemnifying corpo ration, 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 is adjudicated liable to the corpora-

tion), in which they are made parties by reason of being or having been directors or officers, unless it is proved 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 a ctive and d eliberate dish onesty, (ii) the dire ctor or office r 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 reaso nable cause to believe that the act or o mission 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, administrative or investigative, against reasonable expenses

(including attorneys' fees) incurred in connection with such proceeding.  The Fund's Charter does not limit the extent

of this indemn ity.
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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 is a New York 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 inv estment adv isers to 18 m anageme nt investment co mpanies w ith aggregate n et assets of $8 .7 billion. 

The Investment Adviser, together with other affiliated investment advisers set forth below, had assets under

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 trusts and

endowments and as a sub-adviser to management investment companies, having aggregate assets of $10.0 billion

under management as of December 31, 200 2.  Gabelli Fixed Income LLC, an affiliate of the Investment Adviser,

acts as investment 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 York

corpora tion, whose C lass A Com mon Sto ck is traded o n the New Y ork Stock  Exchang e under the s ymbol "G BL."

Mr. M ario J. Ga belli may be d eemed a  "controlling  person"  of the Investm ent Adviser  on the basis o f his ownership

of a majority of the stock of the Gabelli Group Capital Partners, Inc., which owns a majority of the capital stock of

Gabelli Asset Management Inc.

Under th e terms of the A dvisory Ag reement, the I nvestment A dviser man ages the po rtfolio of the Fu nd in

accordance with its stated investment objective and policies, makes investment decisions for the Fund, places orders

to purchase and sell securities on 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 oversees the administration of all aspects of the Fund's business and affairs and provides, or

arranges for others to provide, at the Investment 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 equipm ent or service s obtained  solely for the pu rpose of p ricing shares o r valuing its investm ent portfolio , will

be an expense of the Fund under its Advisory Agreement unless the Investment Adviser voluntarily assumes

responsib ility for such expe nse. 

The Advisory Agreement combines investment advisory and administrative responsibilities in one

agreeme nt.  For service s rendered  by the Investm ent Adviser  on behalf o f the Fund un der the Ad visory Agree ment,

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 assets of the Fund.  Notwithstanding the foregoing, the Investment Adviser will waive the portion

of its investment advisory fee attributable to an amount of assets of 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 final year such

series is outstanding.

The Advisory Agreement provides that in the absence of willful misfeasance, bad faith, gross negligence or

reckless disregard for its obligations and duties thereunder, the Investment Adviser is not liable for 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's property, and that in the event the Investment Adviser

ceases to ac t as an investme nt adviser to the  Fund, the F und will chang e its name to o ne not includ ing "Gab elli."

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
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the Fund's B oard of D irectors or b y the holders o f a majority of its o utstanding vo ting 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 recen tly by the Boa rd of Direc tors on M ay 22, 20 02.  The  Advisory A greement te rminates auto matically 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 Fu nd'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 estab lished by the B oard of D irectors of the F und, the Inve stment Adv iser is respons ible

for placing p urchase an d sale ord ers and the a llocation of b rokerage  on behalf o f the Fund.  T ransactions in  equity

securities are in most cases effected 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's Board 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 those broker-dealers is likely to result in price and execution at least as favorable as those of

other qualified  broker-d ealers, and if, in p articular transac tions, those br oker-dea lers charge the  Fund a rate

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's risk in positioning a block of securities.  While the Investment Adviser generally seeks reasonably competitive

commissio n rates, the Fun d does no t necessarily pa y the lowest co mmission 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 advice as to the value of securities, and advisability of

investing in, purchasing or selling securities, and the availability of securities or purchasers or se llers of securities,

and furnishing  analyses and  reports co ncerning issue s, industries, secu rities, econom ic factors and  trends, por tfolio

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 Investment Adviser and its affiliates in providing services to clients other than the

Fund, and not all such information is used by the Investment Adviser in connection with the Fund.  Conversely, such

information  provided  to the Investm ent Adviser  and its affiliates by br okers and  dealers thro ugh whom  other clients

of the Investm ent Adviser  and its affiliates effect sec urities transaction s may be use ful to the Investm ent Adviser  in

providing services to the Fund.

Although inv estment dec isions for the Fu nd are ma de indep endently from  those of the o ther accou nts

managed by the Investment Adviser and its affiliates, investments of the kind made by the Fund may also be made by

those other accounts.  When the same securities are 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 equitable to all of the accounts, including the Fund.



B-24 

For the fiscal yea rs ended D ecembe r 31, 200 0, Dece mber 31 , 2001 a nd Dec ember 3 1, 2002 , the Fund p aid

a total of $13 3,443, $ 125,19 9, and $1 35,336 , respectively, in b rokerage  commissio ns, of which G abelli & C ompan y,

Inc. and its affiliates re ceived $1 12,794 , $103,0 84, and $ 42,112 , respectively.  T he amoun t received b y Gabelli &

Company, Inc. and its affiliates from the Fund in respect of brokerage commissions for the fiscal year ended

Decem ber 31, 2 002 rep resented ap proxima tely 31.1%  of the aggreg ate dollar am ount of bro kerage co mmissions p aid

by the Fund for such period and approximately 47.1% of the aggregate dollar amount of transactions by the Fund for

such period.

REPURCHASE OF COMMON STOCK

The Fund is a closed-end, non-diversified, management investment company and as such its stockholders do

not, and will not, have the right to redeem their stock.  The Fund, however, may repurchase its common stock from

time  to time a s and  whe n it d eem s suc h a re pur cha se advi sab le.  S uch  rep urchases w ill be ma de w hen  the F und 's

common stock is trading at a discount of 10% or more (or such other percentage as the Board of Directors of the

Fund ma y determine fro m time to time ) from net asse t value.  Pursu ant to the 19 40 Act, the F und may re purchase  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 must be met regarding, among other things, distribution of net

income fo r the preced ing fiscal year, status o f the seller, price p aid, broke rage com missions, prio r notice to

stockhold ers of an intentio n to purcha se stock and  purchasing  in a manner a nd on a b asis that does n ot discrimina te

unfairly against the other stockholders 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 that the market price of

the outstand ing comm on stock will b e affected, eithe r positively or n egatively.

PORTFOLIO TURNOV ER

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 turnover rate is calculated by

dividing the les ser of an investm ent comp any's annual sales o r purchase s of portfolio  securities by the m onthly

average value of securities in its portfolio 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 its stockholders, as

applicable.  A higher rate of po rtfolio turnover may also result in taxable gains being p assed to stockholders.

AUTOMATIC DIVIDEND REINVESTMENT

AND VOLUNTARY CASH PURCHASE PLAN

Under th e Fund's Auto matic Divid end Reinv estment and  Voluntary C ash Purch ase Plan (the  "Plan") , a

stockholder whose shares of the Fund's common stock is registered in his own name will have all distributions

reinvested a utomatically b y EquiSer ve, which is age nt under the P lan, unless the stoc kholder ele cts to receive c ash. 

Distributions with respect to shares registered in the name of a broker-dealer or other nominee (that is, in "street

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 elects to receive distributions in cash.  Investors who own

commo n stock register ed in street nam e should co nsult their brok er-dealers fo r details regard ing reinvestme nt.  All

distributions to investors who do not participate in the Plan will be paid by check mailed directly to the record holder

by EquiS erve as divid end disbu rsing 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 as most recently determined or (ii) 95% of the then-current market price of the common stock.  The valuation

date is the dividend or distribution payment date or, if that date is not a New York 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 c ommon  stock, particip ants will receive sh ares from the  Fund, value d at marke t price.  If the Fun d 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 York 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 at 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 ap plicable.  Su ch payme nts may be m ade in any am ount 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 rata share of the

brokerage commissions.  Brokerage charges for such purchases are expected to be less than the usual brokerage

charge for such transactions.  It is suggested that participants send voluntary cash payments to EquiServe in a manner

that ensures tha t EquiServ e will receive the se paymen ts approx imately 10 d ays before the  15th of the m onth.  A

participant may without charge withdraw a voluntary cash payment by written notice, if the notice is received by

EquiServe at least 48 hours before such payment is to be invested.

EquiSer ve maintains a ll stockholde r accounts in th e Plan and  furnishes written co nfirmations o f all

transactions in the account, including information needed by stockholders for personal and tax records.  Shares in the

account o f each Plan p articipant will be  held by Eq uiServe in no ncertificated fo rm in the nam e of the particip ant.  A

Plan participant may send its share certificates to EquiServe so that the shares represented by such certificates will be

held by EquiServe in the participant's stockholder 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 time to 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 P lan as applie d to any volu ntary cash pa yments mad e and any d ividend or  distribution p aid

subseque nt to written notice  of the change  sent to the mem bers of such  Plan at least 9 0 days befo re the recor d date

for such divid end or distr ibution.  Th e Plan also  may be am ended o r terminated  by EquiS erve on at lea st 90 days

written notice to  the participa nts in such Plan .  All corresp ondenc e concern ing the Plan sh ould be d irected to

EquiSer ve at P.O . Box 43 025, Pr ovidence , RI 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 is made to present a detailed explanation of all federal, state,

local and fo reign tax con cerns, and th e discussion s set forth here an d in the Pro spectus 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 reflects applicable tax laws of the United States as of the date of this SAI, which tax

laws may be changed or subject to new interpretations by the courts or the Internal Revenue Service (the "IRS")

retroactively o r prospec tively.
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Taxation of the Fund

The Fund has qualified as and intends to continue to qualify as a regulated investment company (a "RIC")

under Sub chapter M  of the Internal R evenue C ode of 19 86, as ame nded (the " Code" ).  If it so qualifies, the Fu nd will

not be subject to U.S. federal income tax on the portion of its net investment income (i.e., its investment company

taxable inco me as define d in the Cod e without rega rd to the de duction for d ividends p aid) and o n its net capital gain

(i.e., the excess o f its net realized lon g-term capita l gain over its net re alized shor t-term capital lo ss), if any, which it

distributes to its stockholders in each taxable year, provided that an amount equal to at least 90% of the sum of its net

investment income and a ny net tax-exempt income for the taxa ble year is distributed to its stockholders.

 

Qualification as a RIC req uires, 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 disposition of stock, securities or foreign currencies or other income (including gains from options, futures or

forward co ntracts) derive d with respe ct to its business o f investing in stock, se curities or curr encies and  (ii) diversify

its holdings so that, at the end of each quarter of each taxable year, subject to certain exceptions, (a) at least 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 the outstanding voting securities of such issuer, and (b)

not more than 25% of the value of its assets is invested 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

determine d to be eng aged in the sa me or similar  trades or b usinesses or re lated trades  or businesse s. 

 

If the Fund were unable to satisfy the 90%  distribution requirement or otherw ise were to fail to qualify as a

RIC  in an y yea r, it w ould be  taxe d in  the s ame  man ner  as an  ord inar y co rpo rati on a nd d istri but ions to t he F und 's

stockholders would n ot be deductible by the F und in computing its taxable inco me.  To qualify again to be  taxed as a

RIC in a subsequent year, the Fund would be required to distribute to preferred stockholders and common

stockholders its earnings and profits attributable to 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 a RIC 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 class in 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 a portion of its net

capital gain, ordinary investment income and dividends qualifying for the dividends received deduction to common

stockholders and preferred stockholders.  The amount of net capital gain and ordinary investment income and

dividends qualifying for the dividends received deduction allocable among common stockholders 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 equal to the sum of (i) 98% of its ordinary income for the calendar year, (ii) 98% of

its capital gain net income (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's fiscal year), and (iii) all ordinary income and capital gain net

income for previous years that were not previously distributed or subject to tax under Subchapter M. A distribution
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will be treated  as paid du ring the calend ar year if it is paid d uring the calen dar 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 sufficient amounts of

the Fund's ordinary income and capital gain net income 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 re quiremen ts.  

Gain or loss on the sales of securities by the Fund will be long-term capital gain or loss if the securities 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 a nd loss.

 

If the Fund inv ests in stock of a p assive foreign  investment co mpany (a " PFIC" ), the Fund m ay be subje ct 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 as a taxable dividend by the Fund to its stockholders.  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 occurs would be taxed to the Fund at the highest 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 taxable year of the distribution or disposition would be included in the Fund's net investment income

and, acco rdingly, would  not be taxab le to the Fund  to the extent distr ibuted by the  Fund as a ta xable divid end 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 ma nner descr ibed in the ab ove para graph, and  to include an nually in

income its pro rata share of the ordinary earnings and net capital gain (whether or not distributed) of the PFIC. In

order to m ake this election , the Fund wo uld be req uired to ob tain annual infor mation from  the PFIC s in which it

invests, which may be difficult to obtain.  Alternatively, the Fund may elect to mark-to-market at the end of each

taxable year all shares that it hold in PFICs.  If it makes this election, the Fund would recognize as ordinary income

any increase in  the value of suc h shares ove r their adjusted  basis and as  ordinary los s any decrea se in such value  to

the extent it doe s not exceed  prior increa ses.   

  

The Fund may invest in debt obligations purchased at 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 dividend s for federal income tax purp oses.

 

As a result of investing in stock of PFICs or securities purchased at a discount or any other investment that

produc es income  that is not matche d by a corr espond ing cash distrib ution to the Fu nd, 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 investment income as is required in order to avoid Fund-level federal income taxation on

all of its income, o r might preve nt the Fund fro m distributing e nough ord inary income  and capita l gain net incom e 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 secu rities to be able to make distributions to its stockhold ers.
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If the Fund d oes not me et the asset cov erage req uirements o f the 1940  Act and the  Articles Sup plementar y,

the Fund w ill be required  to suspend  distributions to  the holders o f the comm on stock un til the asset cover age is

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 its income, or might prevent the

Fund from  distributing eno ugh incom e and cap ital gain net incom e to avoid c ompletely im position 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 c ertain circum stances will, be re quired to p artially redeem  the shares of P referred Sto ck in order  to

restore the re quisite asset co verage and  avoid the ad verse cons equence s to the Fund  and its stockho lders of failing to

qualify as a RIC .  If asset covera ge were resto red, the Fun d would a gain be ab le to pay divid ends and  would

generally be able to avoid F und-level federal income taxation o n the income that it distributes.

 

Hedging Transactions

 

Certain options, futures contracts and options on futures contracts are "section 1256 contracts."  Any gains

or losses on section 1256 contracts are generally considered 60% long-term and 40% short-term capital 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 o r loss.

Hedging  transactions un dertaken b y the Fund m ay result in "strad dles" for fed eral income  tax purpo ses. 

The straddle rules may affect the character of gains (or losses) realized by the Fund.  In addition, losses realized by

the Fund o n positions tha t are part of a stra ddle may b e deferred  under the stra ddle rules, ra ther than bein g 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 Fu nd may ma ke one or  more of the  elections ava ilable under  the Code  which are ap plicable 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 po sitions may be determined un der rules that vary according to the elec tion(s)

made.  The rules applicable under certain of the elections accelerate 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, losses 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 hed ging transactions.

Foreign Taxes

 

Since the Fund may invest in foreign securities, its income from such securities may be subject to non-U.S.

taxes.  The Fund historically has invested less that 50% of its total assets in foreign securities.  As long as the Fund

continues to  invest less than 50 % of its assets in fo reign securities it will no t be eligible to e lect to "pass -through" to

stockhold ers of the Fun d the ability to use  the foreign tax d eduction o r foreign tax cre dit for foreign ta xes paid with

respect to q ualifying 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 b e subject to  a tax of 35%  of such amo unt.  In that event, the  Fund exp ects

to designate  the retained a mount as un distributed c apital gains in a n otice to its stock holders, ea ch of whom  (i) will

be required to include  in income for tax purpo ses as long-term capital gains its share of such undistributed am ounts,

(ii) will be entitled to  credit its prop ortionate sha re of the tax pa id by the Fun d against its fede ral income ta x liability

and to claim refunds to the extent that the credit exceeds such liability and (iii) will increase its basis in its shares of
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the F und  by an am oun t equal t o 65 % o f the  amo unt o f und istri but ed c api tal g ains  incl ude d in  such  stoc kho lde r's

gross income.

 Distributions of ordinary income  are taxable to a U.S. stockh older as ordinary incom e, whether paid in cash

or shares.  O rdinary inco me divide nds paid b y the Fund m ay qualify for the d ividends rec eived ded uction availab le

to corporations, but only to the extent that the Fund's income consists of qualified dividends received from U.S.

corporations.  Distributions of net capital gain designated as capital 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

stockhold er has held the  Fund's shares, a nd are no t eligible for the d ividends rec eived ded uction.  Distrib utions in

excess of the Fund's earnings and profits will first reduce the adjusted tax basis of a holder's shares and, after such

adjusted tax basis is reduced  to zero, will constitute capital gain to such holder (assum ing 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

investment income and 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 provisions affecting when capital loses may be offset against capital gains, and limiting the use of losses

from certain investments and activities.  Accordingly, stockholders with capital losses are urged to consult their tax

advisers.

Stockholders receiving distributions in the form of newly issued shares will have a basis in such shares of

the Fund e qual to the fair m arket value o f such shares o n the distributio n date.  If the net as set value of sha res is

reduced below a stockholder's cost as a result of a distribution by the Fund, such distribution will be taxable even

though it represents a return of invested capital.  The price of shares purchased at any time may reflect the amount of

a forthcom ing distribution .  Those p urchasing sha res just prior to  a distribution w ill receive a distrib ution which w ill

be taxable  to them even  though it repr esents in part a r eturn of investe d capital.    

Upon a sale or exchange of shares, a stockholder will realize a taxable gain or loss depending upon his or

her basis in the sh ares.  Such ga in or loss will be tre ated as long -term capital ga in or loss if the share s have bee n held

for more than one year.  Any loss realized 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 stockho lder on the sale of Fund share s held by the stockholder for six mo nths or less

will be treated for tax purposes as a long-term capital loss to the extent of any capital gain dividends received by the

stockholder (or am ounts credited to the stockho lder as an undistributed capital gain) with respe ct to such shares.

Ordinary in come div idends and  capital gain d ividends also  may be sub ject to state and  local taxes. 

Stockholders are urged to consult their own tax advisers regarding specific questions about the U.S. federal

(including the application of the alternative minimum tax rules), state, 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 a 30% United States withholding tax under existing provisions of the Code

applicab le to foreign ind ividuals and  entities unless a red uced rate o f withholding o r a withholding  exemptio n 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 a regulated investment

company) have not been specified.  Moreover, the prospects for this proposal are unclear.  Accordingly, it is not

possible to evaluate how this pro posal might affect the taxation of the Fund's stockhold ers.
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Under recently enacted Treasury regulations, if a stockholder realizes a 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 with the 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 guidance may extend the current exception from this reporting requirement to stockholders of

most or all RICs.

Backup Withholding

 

The Fund may be required to withhold 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 sto ckholder 's federal incom e tax liability, if any, prov ided that the re quired infor mation is furnishe d 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 subject to 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 consu lt their own ta x advisers rega rding the pur chase, ow nership and d isposition of Series B

Preferred or Series C Auction Rate Preferred.

ADDITIONAL INFO RMATIO N CONCER NING AUCTIONS 

FOR SERIES C AUCTION RATE PREFERRED

General

 

The Articles Supp lementary provide that the Ap plicable Rate for each D ividend Period o f the Series C

Auction Rate Preferred will be equal to the rate per annum that the Auction Agent advises has resulted on the

Business Day preceding the first day of a Dividend Period (an "Auction Date") from implementation of the Auction

Procedures set forth in the Articles Supplementary, and summarized below, in which persons determine to hold or

offer to sell or, b ased on d ividend rate s bid by them , offer to purch ase or sell shar es of such Se ries.  Each p eriodic

implementation of the Auction Procedures is referred to herein as an "Auction."  The following summary is qualified

by reference  to the Auctio n Proce dures set forth  in the Articles Su pplemen tary.

Auction Agency Agreement.  The Fund has entered into an Auction Agency Agreement (the "Auction

Agency Agreement") with the Auction Agent (currently, The Bank of New York), which provides, among other

things, that the Auc tion Agent w ill follow the Auc tion Proc edures for p urposes o f determining th e Applica ble Rate

for Series C Auction Rate Preferred so long as the Applicable Rate is to be based on the results of the Auction.

 

Broker-Dea ler Agreemen ts.  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 selected by the Fund, which provide for the participation 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 certificate for all of the Series C Auction Rate Preferred shares will be

registered in the  name of C ede & C o., as nomine e of the Secu rities Depo sitory. 
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Such certificate will bear a legend to the effect that such certificate is issued subject to the provisions

restricting transfers of Series C Auction Rate P referred contained in the Articles Sup plementary.  The Fun d 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 Se ries B Preferred and  Series C Auction Ra te Preferred —  Voting Rights" in the Pro spectus,

Cede & Co. will be the Holder of all the Series C Auction Rate Preferred and owners of such shares will not be

entitled to rece ive certificates rep resenting their o wnership inter est in such share s. 

 

DTC, a New 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 p ositions (own ership interests)  held by eac h such Age nt Mem ber 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 p rior to the Sub mission De adline on e ach Auctio n Date for th e Series C A uction Rate  Preferred : 

(i) each Beneficial Owner of Series C Auction Rate Preferred may submit to its 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 fo r such shares for the next succeeding D ividend Period o f such shares;

 

(b) "Bid"  – indicating the  number o f Outstanding  Series C A uction Rate  Preferred  shares, if

any, that such Beneficial Owner o ffers to sell if the Applicable Rate for such Series C

Auction Rate Preferred for the next succeeding Dividend Period is less than 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 suc h Beneficia l Owner o ffers to sell without re gard to the A pplicable

Rate for such Series C Auction Rate Preferred for the next succeeding Dividend Period;

and

(ii) Broker-Dealers will contact customers who are Potential Beneficial Owners by telephone or

otherwise to d etermine wh ether such cu stomers de sire to submit B ids, in which cas e they will

indicate the number of Series C Auction Rate Preferred shares that they offer to purchase if the

Applicab le Rate for S eries C Auc tion Rate P referred for  the next succe eding Div idend P eriod is

not less than the rate per annum spe cified 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 a Potential Beneficial Owner placing an Order with its Bro-

ker-Dealer is herein referred to as a "Bidder" and collectively as "Bidders."  The submission 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 Poten tial Holder  who place s an Orde r with the Auctio n Agent or o n whose b ehalf an Ord er is placed  with

the Auction  Agent is referre d to herein a s a "Bidd er" and c ollectively as "B idders."

A Bid placed by a Beneficial Owner specifying a rate higher than the Applicable Rate determined in the

Auction will constitute an irrevocable offer to sell the shares subject 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 b e treated as h aving subm itted a Sell Or der to its Bro ker-Deale r.  A Sell Ord er will

constitute an irre vocable o ffer to sell Series C  Auction R ate Preferre d subject the reto at a price  per share e qual to

$25,00 0.  
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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 be deemed to have submitted a Hold Order to its Broker-Dealer 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 its Broker-Dealer

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 its Broker-Dealer covering the number of Outstanding Series C Auction Rate Preferred

shares held b y such Ben eficial Owne r and not sub ject to Ord ers submitted  to its Broke r-Dealer. 

 

A Poten tial Beneficial O wner of Ser ies C Auctio n Rate Pr eferred ma y submit to its B roker-De aler Bids in

which it offers to p urchase Se ries C Auctio n Rate Pr eferred if the A pplicable  Rate for the n ext Divide nd Perio d is

not less than the rate specified in such Bid.  A Bid placed by a Potential Beneficial Owner specifying a rate not

higher than the  Maxim um Rate w ill constitute an irrev ocable o ffer to purcha se the numb er of Series C  Auction R ate

Preferred  shares spec ified in such B id if the rate deter mined in the A uction is equa l to or greater  than the rate

specified in such Bid.  A Beneficial Owner of Series C 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-Dea lers to Auction Agent," the

Broker-Dealers will submit the Orders of their respective customers who are Beneficial Owners and Potential

Beneficial Owners to the Auction Agent, designating themselves (unless otherwise permitted by the Fund) as

Existing Ho lders in respe ct of Series C  Auction R ate Preferre d subject to  Orders su bmitted 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 Potential Beneficial Owners.  However, neither the Fund nor the Auction Agent will be

responsible for a Broker-Dealer's failure to 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 p laced with a B roker-De aler by a B eneficial Ow ner or a P otential Be neficial Own er, as describ ed abov e. 

Similarly, any failure by a Broker-Dealer to submit to the Auction Agent an Order in respect of any Series C Auction

Rate Preferred held  by it or its customers who are Be neficial Owners will be treated in the same m anner as a

Beneficial O wner's failure to sub mit to its Brok er-Dealer  an Orde r in respect o f Series C Au ction Rate P referred he ld

by it, as described in the second preceding paragraph. For information concerning the priority given to different

types of Ord ers placed  by Existing H olders, see " — Sub mission of O rders by B roker-De alers to Auc tion 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 result in an

Existing Ho lder continu ing to hold o r selling, or a Po tential Hold er purcha sing, a numb er of Series C  Auction R ate

Preferred shares that is fewer than the number of Series C Auction Rate Preferred shares specified in its Order.  See

"— Acceptance and Rejection of Submitted Bids and Submitted Sell Orders and Allocation of Shares" below.  To

the extent the allocation procedures have that result, Broker-Dealers 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

succeedin g the Auction  Date at a p rice per shar e equal to $ 25,000 .  See "—  Notification o f Results; Settlem ent"

below.

 

As describ ed abov e, any Bid sp ecifying a rate high er than the M aximum R ate will (i) be treate d 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 o r a Potential Holder.  A ccordingly, the Auction Pro cedures 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 "Ac ceptance 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 its part, 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 duties under 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 the identities of the Existing Holders of Series C Auction

Rate Preferred, the Auction Agent's registry 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  — Sec ondary M arket Tra ding and T ransfer of Ser ies C Auctio n Rate Pr eferred" in

the Prospectus and notices from the Fund.  The Auction Agent is not required to accept any such notice for an

Auction unless it is received by the Auction Agent by 3:00 p.m., New York City time, on the Business Day

precedin g such Auc tion. 

 

The Au ction Agen t may terminate  the Auction A gency Agre ement upo n written notice to  the Fund o n a date

no earlier than  30 days afte r the date of d elivery of such n otice.  If the Auc tion Agent sho uld resign, the F und will

use its best efforts to enter into an agreement with a successor Auction Agent containing substantially the same terms

and cond itions as the Auc tion Agenc y Agreeme nt.  The Fun d may rem ove the Au ction Agen t, provided  that prior to

such remo val, the Fund  has entered  into such an ag reement with a  successor A uction Age nt.

 

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 o f less than 365  days the pro duct of (i) a frac tion, the nume rator of which  is the numbe r of days in

such dividend period and the denominator of which is 365, times (ii) ¼ 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 immed iately preceding a dividend p eriod of one year or lon ger, a percentage of the purc hase

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.  Fo r the purpo ses of the prec eding senten ce, Series C  Auction R ate Preferre d will be plac ed 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) a Submitted Bid of an Existing Holder that

resulted in such  Existing Ho lder continu ing to hold su ch shares as a  result of the Auc tion, (b) a Su bmitted B id of a

Potential H older that res ulted in such P otential Ho lder purch asing such sha res as a result of the  Auction o r (c) a valid

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 Orders in Auctions for its own account, unless the Fund notifies all Broker-Dealers that they may no longer

do so, in whic h case Br oker-De alers may co ntinue to subm it Hold O rders and  Sell Orde rs for their own  accounts. 

Any Broker-Dealer that is an affiliate of the Fund may submit Orders in Auctions, but only if such Orders are not for

its own account.  If a Broker-Dealer submits an Order for its own account in any Auction, it might have an advantage

over other Bidders because it would have knowledge of all Orders submitted by it in that Auction. Such Bro-

ker-Deale r, however, w ould not ha ve knowled ge of Ord ers submitted  by other B roker-De alers in that Auc tion. 
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Submission of Orders by Broker-Dealers to Auction Agent

 

Prior to 1 :00 p.m., N ew York  City time, on ea ch Auction  Date, or suc h other time o n 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 Auc tion 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, in respect 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 wil l round such rate to the next highest one-thousandth (0.001) of 1%.

 

If one or mo re Orde rs of an Existing  Holder  is submitted to  the Auction A gent cover ing in the aggreg ate

more than the number of Outstanding Series C Auction Rate Preferred shares subject to an Auction held by such

Existing Ho lder, such O rders will be c onsidered  valid in the follow ing order o f 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 Existing Holder, and, if the number of Series C Auction Rate Preferred shares subject

to such Hold Orders exceeds the number of shares of Outstanding Series C Auction Rate Preferred

held by such Existing Holder, the number of shares subject to 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 o f the number  of Outstand ing shares of S eries C Auc tion Rate P referred he ld

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 Series C 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 numbe r of shares of S eries C Auc tion Rate P referred sub ject to each  Bid

with the same rate will be reduced p ro rata to cover the numb er of shares of Series C

Auction Rate Pre ferred equal to such excess;

 

(c) subject to subclauses (a) and  (b), if more than one Bid  of an Existing Holder for S eries C

Auction Rate Preferred is submitted to the Auction Agent with different rates, such Bids

will be considered valid in the ascending order of their respective rates up to and includ-

ing the amount of such excess; and 

 

(d) in any such event, the number, if any, of such Outstanding shares of Series C Auction

Rate Preferred subject to any portion of Bids considered not valid in whole or in part

under this clau se (ii) will be treated  as the subjec t 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 Rate Preferred 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 Series C Auction Rate Preferred is submitted to the Auction Agent by

or on behalf of any Potential Holder, each such Bid submitted will be a separate Bid with the rate and number of

Series C Auction Rate Preferred shares specified therein.

Determination of Sufficient Clearing Bids, W inning 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 all valid Orders submitted or deemed submitted to it by the Broker-Dealers (each such

Hold Ord er, Bid or Sell Ord er as submitted or deem ed submitted by a B roker-Dealer being he rein 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 Pre ferred ove r the numbe r of Outstand ing shares of S eries C Auc tion Rate P referred sub ject to Sub mitted Ho ld

Orders (such excess being 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 Rate Preferred that are the subject of Submitted Bids of Potential

Holders specifying rates not higher than the Maximum Rate equals or exceeds the number of Outstanding shares of

Series C Auction Ra te Preferred that are the subject o f Submitted Sell Orders (includ ing the number of Series C

Auction Rate Preferred shares subject to Bids of Existing Holders specifying rates higher than the Maximum Rate).

 

If Sufficient Clear ing Bids for  Series C A uction Rate  Preferred  have been  made, the A uction Age nt will

determine the lowest rate specified in such Submitted Bids (the Winning Bid Rate for shares of such Series) which,

taking into account the rates in the Submitted Bids of Existing Holders, would result in 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 not less than the Available Series C Auction Rate Preferred.  In such

event, the Winning B id Rate will be the Applicab le Rate for the next Dividend  Period for all shares of such Se ries.

 

If Sufficient Clearing Bids have not been made (other than because all of the Outstanding Series C Auction

Rate Preferred is subject 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.  In such a case, Beneficial Owners that have submitted

or that are de emed to h ave subm itted Sell Ord ers may not b e able to sell in the  Auction all S eries C Auc tion 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 Subm itted Bids and Sub mitted Sell Orders and  Allocation of Shares"

below.

 

If all of the Outstanding Series C Auction Rate Preferred is subject to Submitted Hold Orders, the

Applicab le Rate for all S eries C Auc tion Rate P referred for  the next succe eding Div idend P eriod will be  the All Hold

Rate.

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

 

Based o n the determ inations mad e under " —  Determin ation of Sufficien t Clearing B ids, Winn ing Bid R ate

and Applicable Rate" above and, subject to the discretion of the Auction Agent to round and allocate certain shares

as describe d below, S ubmitted B ids and Su bmitted Se ll Orders will b e accepte d or rejec ted in the ord er of priority

set forth in the Auction Procedures, with the result that Existing Holders and Potential Holders of Series C Auction

Rate Preferred will sell, continue to hold and/or purchase such shares as set forth below.  Existing Holders that

submitted or were deemed to have submitted Hold Orders (or on whose behalf Hold Orders were submitted or

deemed  to have be en submitted ) will continue to  hold the Se ries C Auctio n Rate Pr eferred sub ject to such H old

Orders.
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If Sufficient Clear ing Bids for  Series C A uction Rate  Preferred  shares have  been mad e: 

 

(i) Each Existing Holder that placed or on whose behalf was placed a Submitted Sell 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 Sell Order or Submitted Bid;

 

(ii) Each E xisting Hold er that placed  or on who se behalf was  placed a S ubmitted B id specifying a ra te

lower than the  Winning  Bid Rate  will continue to h old the O utstanding Se ries C Auctio n Rate

Preferred  subject to suc h Submitted  Bid; 

 

(iii) Each P otential Ho lder that plac ed or on w hose beh alf was placed  a Submitted  Bid spec ifying a rate

lower than the  Winning  Bid Rate  will purchase th e number  of Outstand ing Series C A uction Rate

Preferred  shares subje ct to such Sub mitted Bid ; 

 

(iv) Each E xisting Hold er that placed  or on who se behalf was  placed a S ubmitted B id specifying a ra te

equal to the W inning Bid R ate will continue  to hold Se ries C Auctio n Rate Pr eferred sub ject to

such Submitted Bid, unless the number of Outstanding Series C Auction Rate Preferred shares

subject to all such Submitted Bids is 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 o f Series C Au ction Rate P referred sha res accou nted for in clau ses (ii) and (iii) ab ove, in

which event each Existing H older with such a Subm itted 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 Series C Auction Rate Preferred shares subject to all such Submitted Bids

of such Existing Holders; and

 

(v) Each P otential Ho lder that plac ed or on w hose beh alf was placed  a Submitted  Bid spec ifying a rate

equal to the W inning Bid R ate for Series C  Auction R ate Preferre d will purcha se any Availab le

Series C A uction Rate  Preferred  not accou nted for in clau ses (ii) through (iv ) above o n a pro rata

basis based on the Outstanding Series C Auction Rate Preferred shares subject to all such

Submitted Bids.

 

If Sufficient Clear ing Bids for  Series C A uction Rate  Preferred  shares have  not been m ade (unless th is

results because all Outstanding Series C Auction Rate Preferred shares are subject to Submitted Hold Orders):

 

(i) Each E xisting Hold er that placed  or on who se behalf was  placed a S ubmitted B id specifying a ra te

equal to or  lower than the  Maxim um Rate w ill continue to ho ld the Series C  Auction R ate

Preferred  subject to suc h Submitted  Bid; 

 (ii) Each P otential Ho lder that plac ed or on w hose beh alf was placed  a Submitted  Bid spec ifying a rate

equal to or  lower than the  Maxim um Rate w ill purchase the  number o f Series C Au ction Rate

Preferred shares subject to such Submitted Bid; and

 

(iii) Each E xisting Hold er that placed  or on who se behalf was  placed a S ubmitted B id specifying a ra te

higher than the Maximum Rate or a Submitted Sell 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 ba sed on the n umber o f Outstanding  Series C A uction Rate  Preferred  shares subje ct to

all such Submitted Bids an d Submitted Sell O rders.

 

If, as a result of the pro rata allocation described in clauses (iv) or (v) of the second preceding paragraph 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 ma nner as, in its sole d iscretion, it determ ines, round u p or dow n to the neare st 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 a result of the pro rata allocation described in clause (v) of the second

preceding parag raph, any Potential Ho lder would be entitled or req uired to purchase less than a who le Series C

Auction Rate Preferred share, the Auction Agent will, in such manner as, in its sole discretion, it will determine,

allocate Series C 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 results in one or more of

such Pote ntial Holde rs not purch asing shares o f such Series. 

Notification of Results; Settlement

 

The Au ction Agen t will be require d to advise  each Bro ker-Deale r that submitted  an Orde r of the App licable

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 in part, by telephone by approximately 3:00 p.m., New York City time, on each

Auction D ate.  Each B roker-De aler that subm itted an Ord er for the acc ount of a custo mer will then be  required to

advise such  customer o f the Applica ble Rate fo r the next Div idend P eriod and , if such Orde r 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 custome r 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 shares or to deliver such shares against payment therefor, as appropriate.  The Auction

Agent will be required to record each transfer of Series C Auction Rate Preferred shares on the registry of Existing

Holder s to be main tained by the A uction Age nt.

 

In accordance with the Securities Depository'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 shares delivered as

necessary to  effect the purch ases and sale s of Series C A uction Rate  Preferred  as determin ed in the Auc tion. 

Purchasers will make pa yment through their Agent M embers in same-day fund s to the Securities Depository aga inst

delivery through their Agent Members; the Securities Depository will make payment in accordance with its normal

proced ures, which no w provide  for paymen t against deliver y by their Agen t Memb ers in same-d ay 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 o f whole Serie s C Auction  Rate Pre ferred share s that is less than the nu mber of S eries C Auc tion 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 delivered will be determined by the Broker-Dealer.  Delivery of such lesser number of

Series C A uction Rate  Preferred  shares will cons titute good d elivery. 

ADDITIONAL INFORMATION CONCERNING

THE SERIES B PREFERRED AND SERIES C AUCTION RATE PREFER RED

The additional information concerning the Series B Preferred and Series C Auction Rate Preferred

contained  in this SAI do es not purp ort to be co mplete a co mplete de scription of tho se Series and  should be  read in

conjunction with the description of the Series B Preferred and Series C Auction Rate Preferred contained in the

Prospe ctus under " Descriptio n of the Series B  Preferred  and Series  C Auction  Rate Pre ferred."  T his descriptio n is

subject to and qualified in its entirety by reference to the Fund's Charter, including the provisions of the Articles

Supplementary establishing, respectively, the Series B Preferred and the Series C Auction Rate Preferred.   Copies of

these Articles Supplementary are filed as exhibits to the registration statement of which the Prospectus and this SAI

are a part an d may be in spected, an d a copy the reof may be  obtained , as describe d under " Additiona l Information " in

the Prosp ectus. 
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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

Applicab le Rate dete rmined as d escribed u nder " —  Determin ation of Div idend Ra te," payab le as and whe n 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 preference to 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 is required to deposit with the Paying Agent sufficient same-day funds for the payment of declared

dividends. The F und does not intend to e stablish any reserves for the payment of divide nds.

 

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 Securities Depository will credit the accounts of the Agent Members of the

ben efic ial o wne rs in  acc ord anc e wit h the  Sec urit ies D epo sito ry's n orm al p roc edu res.   The  Sec urit ies D epo sito ry's

current procedures provide for it to distribute dividends in same-day funds to Agent Members who are in turn

expected  to distribute suc h dividend s to the perso ns for whom  they are acting a s agents.  Th e Agent M ember o f a

beneficial owner will be responsible for holding or disbursing such payments on the applicable Dividend Payment

Date to suc h beneficial o wner in acco rdance with  the instructions o f such beneficia l 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 o r payments tha t may be in arre ars.  See " —  Default Pe riod."

 

The amount of dividends per 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 respect of dividends on another

date in con nection with a re demptio n during such  Dividend  Period)  will be comp uted by mu ltiplying the App licable

Rate (or the  Default Ra te) for such D ividend P eriod (or a  portion ther eof) by a fractio n, the numera tor of which w ill

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 o btained by the $25,0 00, and round ing the amount so

obtained to the nearest cent.  D uring any Dividend P eriod of one year or m ore, the amount of dividen ds per Series C

Auction R ate Preferre d share pa yable on an y Dividend  Payment D ate (or in resp ect of divide nds on ano ther 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 set forth in the Prospectus.  See "The Auction of Series C Auction Rate Preferred

— Sum mary of Auc tion Proc edures" in  the Prosp ectus.  For ea ch subseq uent Divide nd Perio d, subject to  certain

exceptions, the dividend rate will be the Applicable Rate that the Auction Agent advises the Fund has resulted from

an Auction . 

 

Dividend  Periods a fter the initial Divide nd Perio d will either be S tandard D ividend P eriods (gen erally

seven days) or, subject to certain co nditions and with notice to Ho lders, Special Dividend  Periods.

 

A Specia l Dividend  Period w ill not be effective u nless Sufficient C learing Bid s exist at the Auc tion in

respect of such Special Dividend Period (that is, in general, the number of shares subject to Bids by Potential

Beneficial Owners is 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 Da y succeeding such Auction  will be the Standard Divide nd 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 accumulate at 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 w ith the Brok er-Dealer s, provided  that immedia tely following any su ch increase th e Fund wo uld be in

complian ce with the Ser ies C Auctio n Rate Pr eferred B asic Main tenance A mount. 

The M aximum R ate will apply au tomatically follo wing an Auc tion for Series  C Auction  Rate Pre ferred in

which Sufficient Clearing Bids have not been made (other than because all Series C Auction Rate Preferred were

subject to S ubmitted H old Ord ers) or follow ing the failure to ho ld an Auctio n for any reaso n on the Au ction Date

scheduled to occur (except for (i) circumstances in which the Dividend Rate is the Default Rate, as described below

or (ii) in the event an auction is not held becau se an unforeseen event or un foreseen events cause a da y 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 b ecause 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 first business day next succeeding the end of such

period).  The A ll Hold Rate will apply autom atically following an Auction in which all of the Outstanding S eries C

Auction R ate Preferre d shares are  subject (or  are deem ed to be su bject) to H old Ord ers. 

 

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 Holders of 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 d uration of Dividend P eriods of the Series C

Auction Rate Preferred; provided, however, that no such designation is necessary for a Standard Dividend Period

and that any designation 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 rede mption pr ice of, the Serie s C Auction  Rate Pre ferred has b een cured  as set forth und er " —  Default

Period," (iii) Sufficient Clearing Orders existed in an Auction held on the Auction Date immediately preceding the

first day of such p roposed  Special D ividend P eriod, (iv) if the F und mailed  a notice of red emption w ith respect to

any shares, the Redemption Price with respect to such shares has 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 Asse ts with an aggreg ate Discou nted Valu e at least equa l to the Series C  Auction R ate Preferre d Basic

Maintenance Amount and has consulted with the Broker-Dealers and has provided notice and a Series C Auction

Rate Pre ferred Ba sic Mainte nance Re port to eac h Rating Ag ency which is the n rating the Ser ies C Auctio n Rate

Preferred and so  requires.

 

If the Fund proposes to designate any Special Dividend Period, not fewer than seven Business Days (or two

Business Days in the event the duration of the Special Dividend Period is fewer than eight days) nor more than 30

Business Days prior to the first day of such Special Dividend Period, notice will be made by press release and

commu nicated by the  Fund by tele phonic o r other mea ns to the Auc tion Agent an d confirme d in writing pro mptly

thereafter. Each such notice will state (x) that the Fund proposes to exercise its option to designate a succeeding

Special Dividend Period, specifying the first and last days thereof and (y) that the Fund will, by 3:00 p.m., New York

City time, on the second Business Day next preceding the first day of such Special Dividend Period, notify the

Auction A gent, who will p romptly no tify the Broke r-Dealers, o f either its determ ination, subje ct 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 York 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 days thereof and (2) the terms of

the Specific Redemption Provisions, if any; or

(b) a notice stating that the Fund has determined not to exercise its option to designate a 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 unab le to make the  confirmation  described  above b y 3:00 p.m ., New Yo rk 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 a Standard Dividend Period.

 Default P eriod.  A "Default Period" with respect to Series C Auction Rate Preferred will commence on any

date upon which the Fund fails to deposit irrevocably in trust in same-day funds with the Paying Agent by 12:00

noon, New York City time, on the Business Day immediately preceding the relevant Dividend Payment Date or

Redem ption Da te, as the case m ay be, (i) the full am ount of any d eclared d ividend 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 Series C 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

York City time, on the Business Day on which all unpaid dividends and any unpaid Redemption Price will have been

deposited  irrevocab ly in trust in same-da y funds with the P aying Agent.

 

In the case of a Dividend Default, no Auction will be held during a Default Period applicable to the Series

C Auction  Rate Pre ferred, and  the dividend  rate for each  Dividend  Period c ommen cing during a  Default Pe riod 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 rate for the period shall be the Applicable Rate set at the auction for such

period.

 

Each subsequent Dividend Period comme ncing 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, that if 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 on the last 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 D ividend D efault) or the M aximum R ate (for any sub sequent D ividend P eriod for wh ich such De fault 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 is not solely due to the willful failure of

the Fund) is d eposited irr evocab ly in trust, in same-da y funds with the P aying Agent b y 12:00 no on, New  York C ity

time, within three Business Days after the applicable Dividend Payment Date or Redemption Date, together with an

amount eq ual to the De fault Rate app lied to the am ount of such n on-payme nt based o n the actual num ber 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 an d 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 outstanding 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 stock, including the Series B Preferred or Series

C Auction Rate Preferred, would be less than 200% (or such higher percentage as may in the future be specified in or

under the 1940 Act as the minimum asset coverage for senior securities representing indebtedness of a closed-end

investment co mpany as a  condition o f declaring d istributions, pur chases or re demptio ns of its capital stoc k), or (ii)

declare an y dividend ( except a d ividend pa yable in stock  of the issuer) or  other distribu tions upon  any of its

outstanding capital stock, including the Series B 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 indebtedness would be less than 300% (or

such other percentage as may in the future be specified in or under the 1940 Act as the minimum asset coverage for

senior secur ities representin g stock of a clo sed-end inv estment com pany as a co ndition of de claring divide nds on its

Preferred Stock), except that dividends may be declared upon any Preferred Stock, including the Series B 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 indebtedness would be equal to or greater than 200% (or

such other percentage as may in the future be specified in or under the 1940 Act as the minimum asset coverage for

senior secur ities representin g stock of a clo sed-end inv estment com pany as a co ndition of de claring divide nds on its

Preferred Stock).  A  declaration of a dividend  or other distribution on or pu rchase or redemp tion of Series B

Preferred or Series C  Auction Rate Preferre d is prohibited, unless there is no event of de fault 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 inde btedness senior to its Preferred S tock (including the Series B P referred and/or Series C

Auction R ate Preferre d). 

 

For so long as the Series B  Preferred or Series C  Auction Rate Preferre d is Outstanding, except as othe rwise

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 subscribe for or purchase, shares of

Comm on Stock  or other stoc k, if any, ranking jun ior to the Ser ies B Pre ferred and /or Series C  Auction R ate

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 consideration 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 shares of 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's Outstanding 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 bee n declared and p aid in full with respect to the Preferred Stock, includ ing the Series B

Preferred  and/or Se ries C Auctio n Rate Pr eferred (o r will have bee n declared  and sufficient fund s 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 pursuant to any provision

for mandatory redem ption contained in the Articles Sup plementary, including any Series B  Preferred and/or S eries C

Auction R ate Preferre d required  or determ ined to be r edeeme d pursuan t to any such pr ovision. 

 

No full dividend will be declared or paid on 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 Series C Auction Rate Preferred)

have bee n or contem poraneo usly are decla red and p aid.  If full cumulative  dividends  due have n ot been p aid on all

such shares of Preferred S tock, any dividends being p aid on such shares of Pre ferred 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 possible in 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 requirements in respect of its Preferred

Stock, includ ing the Series B  Preferred  and/or Se ries C Auctio n Rate Pr eferred: (i) the F und must m aintain assets in

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 P referred, plus specified liabilities, payment obligations and  other amounts; and (ii) the Fund  must

maintain asset coverage for its Outstand ing Preferred Stock, including  for the Series B Preferred  and/or Series C

Auction Rate Preferred,  of at least 200%.

 

Basic M aintena nce Am ount.  The Fun d is required  to maintain, as o f each Valu ation Date , Eligible Asse ts

having in the ag gregate a D iscounted V alue at least eq ual to the Ba sic Mainte nance Am ount, calculate d separate ly

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).  Fo r this purpos e, the value of the  Fund's portfo lio securities will be  the Mark et Value.  If the F und fails to

meet such requirement on any Valuation Date and such failure is not cured by the related Cure Date, the Fund will be

required u nder certain  circumstanc es to redee m some o r all of the Series B  Preferred  or Series C  Auction R ate

Preferred.

 

The "Basic Maintenance Am ount" 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 class or series of Preferred Stock Outstanding on such Valuation

Date multiplied by the Liquidation Preference per share; (b) to the extent not included in (a) the aggregate amount of

cash dividends (whether or not earned or declared) 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 ev ent the Basic  Maintena nce Amo unt is calculated  on a date p rior to the initial D ividend P ayment Da te

with respect to a class or 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 a s a liability) and suc h liabilities proje cted to be come du e and paya ble by the Fu nd during the  90 days

following such Valuation Date (excluding liabilities for investments to be purchased and for dividends and other

distributions not declared as of such Valuation Date); and (d) any current liabilities of 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 d etermination, any amounts due  and payable by the Fu nd pursuant to reverse

repurchase agreements and any payables for assets purchased as of such Valuation Date) less (ii) (a) the adjusted

value of any of the Fund's assets or (b) the face value of any of the Fund's assets if, in the case of both (ii)(a) and

(ii)(b), such assets are either cash or evidences of indebtedness which mature prior 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 indebtedness which have a rating 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 that in the event the Fund has repurchased Preferred Stock and irrevocably segregated

or deposited assets as described above with its custodian bank or the dividend-disbursing agent or Paying Agent for

the payment of the repurchase price the Fund may deduct 100% of the Liquidation Preference of such Preferred

Stock to be repurchased from (i) above.
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The Discount Factors, the criteria used to determine whether the assets held in the Fund's portfolio are

Eligible Assets, and guidelines for determining the market value of the Fund's portfolio holdings for purposes of

determining  complian ce with the B asic Main tenance A mount are  based on  the criteria estab lished in conn ection with

rating the Series B Preferred or Series C Auction Rate Preferred, as the case may be.  These factors include, but are

not limited to, the sensitivity of the market value of the relevant asset to changes in interest rates, the liquidity and

depth of the market for the relevant asset, the credit quality of the relevant asset (for example, the lower the rating of

a debt ob ligation, the highe r the related d iscount factor ) and the freq uency with whic h the relevant a sset 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 D iscount Fac tor relating to an y asset of the Fun d, the Basic  Maintena nce Amo unt, the assets eligib le

for inclusion in the calculation of the Discounted Value of the Fund's portfolio and certain definitions and methods of

calculation re lating thereto m ay be chang ed from tim e to time by the  Fund, witho ut stockhold er appro val, but only in

the event that the Fund receives written confirma tion from each Rating Ag ency which is then rating the Series B

Preferred  or Series C  Auction R ate Preferre d, as the case m ay be, and w hich so req uires that any such  changes wo uld

not impair a n applicab le Aaa cred it rating from M oody's or A AA rating fro m Fitch. 

 

A Rating A gency's Guid elines will apply to  the Series B  Preferred  or Series C  Auction R ate Preferre d only

so long as suc h Rating Ag ency is rating such  shares at the req uest of the Fun d.  The F und will pay ce rtain fees to

Moo dy's and Fitch fo r rating, as the cas e may be, the  Series B P referred an d/or Series  C Auction  Rate Pre ferred. 

The rating s assigned to th e Series B  Preferred  or Series C  Auction R ate Preferre d are not re comme ndations to b uy,

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 ma intain the requir ed Disco unted Va lue of the Fund 's Eligible Assets, the  Fund will

seek to alter the  compo sition of its portfo lio to re-attain the B asic Main tenance A mount on  or prior to th e applicab le

Cure Da te, thereby incu rring additio nal transaction  costs and p ossible losse s and/or ga ins on dispo sitions of portfo lio

securities.

Under certain circumstances, as described in the Articles Supplementary, the Board of Directors without

further action by the stockholders may modify the calculation 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

elements if the Board of Directors determines that such modification is necessary to prevent a reduction in rating of

the shares of P referred Sto ck by a rating a gency rating suc h shares at the re quest of the F und or is in the b est interests

of the holders of common stock and is not adverse to the holders of Preferred Stock in view of advice to 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 R ate to increase  the percen tage amou nt by which the R eference R ate is multiplied to

determine the Maximum Rate shown therein without the vote or consent of the Holders of shares of Preferred Stock,

including the S eries C Auc tion Rate P referred Sh ares, or any o ther stockho lder of the Fu nd, after con sultation with

the Broker-De alers, and with confirmation from eac h Rating Agency that immed iately following any such increase

the Fund w ould mee t the Series C A uction Rate  Preferred  Basic M aintenance A mount T est.

 

1940 A ct Series C A uction R ate Preferre d Asset Co verage.  As of each Quarterly Valuation Date, the Fund

will determine whether 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) a Business Day on or before any 1940 Act Asset 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) on the Date of

Original Issue  and in the cas e of clause (ii) o n or before  the seventh B usiness Day a fter the applica ble Quar terly

Valuation  Date or the  relevant Cu re Date, as the  case may b e.  
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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 the related 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 must be delivered as of

the applica ble Date o f Original Issue  and therea fter upon the o ccurrence  of specified e vents on or b efore the seve nth

Business Day after the relevant Valuation Date or 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 noo n, New Y ork City time, o n each D ividend P ayment Da te and each  Redem ption Da te relating to

the Series C Auction Rate Preferred.  These Deposit Assets, in all cases, will have an initial combined value greater

than or equ al to the cash am ounts payab le on the app licable Divid end Paym ent Date o r Redem ption Da te, 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 trans ferred only (i) p ursuant to an O rder place d in an Auc tion, (ii)

to or through a Broker-Dealer, or (iii) to the Fund or any Affiliate. Notwithstanding the foregoing, a transfer other

than pursuant to 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 Series C Auction Rate Preferred shares issued to the Securities

Depository will bear legends with respect to the restrictions described above and stop-transfer instructions will be

issued to the Transfer Agent and/or Registrar.

MOOD Y'S AND FITCH GUIDELINES

The de scriptions of the  Moo dy's and Fitch G uidelines co ntained in this SA I do not p urport to b e comple te

and are subject to and qualified in their entireties by reference to the applicable Articles Supplementary.  Copies of

the Articles Supplementary are filed as an exhibit to the registration statement of which the Prospectus and this SAI

are a part an d may be in spected, an d copies th ereof may b e obtained , as describe d under " Additiona l Information " in

the Prospectus.

 

The composition of the Fund's portfolio reflects guidelines (referred to herein as the "Rating Agency

Guideline s") establishe d by Mo ody's and Fitch , each a Ra ting Agency, in c onnection  with the Fund 's receipt of a

rating of Aaa from Moody's and AAA from Fitch, respectively, for the Series C Auction Rate Preferred and a rating

of Aaa from  Moo dy's for the Series B  Preferred .  These R ating Agenc y Guideline s relate, amo ng other things , to

industry and credit quality characteristics of issuers and diversification requirements and specify various Discount

Factors for  different types o f securities (with the lev el of discoun t greater as the ra ting of a security b ecomes lo wer). 

Under the Rating Agency Guidelines, certain types of securities in which the Fund may otherwise invest consistent

with  its in ves tme nt st rate gy ar e no t elig ible  for i nclu sion  in the ca lcul atio n of t he D isco unte d V alue  of th e Fu nd's

portfolio.  Such instruments include, for example, private placements (other than Rule 144A Securities) and other

securities not with in the Rating A gency Gu idelines.  Acc ordingly, altho ugh the Fund  reserves the rig ht to invest in

such securities to  the extent set forth  herein, such se curities have no t and it is anticipate d that they will not co nstitute

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 basis of the Guidelines, greater than the aggregate liquidation preference of the Outstanding 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 also 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 least 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 Series C 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 substan tial balances o f highly liquid assets o r to restrict the Fu nd's ability

to make certain investments that would otherwise be deemed potentially desirable by the Investment Adviser,

including private placements of 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 consisting of senior securities rated by either Moody's or

Fitch, although other similar arrangements might apply with respect 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 as set

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.  T o the extent an y particular po rtfolio holding  does not sa tisfy the applicab le Rating Ag ency's Guide lines, all

or a portion of such holding's value will not be included in the calculation of Discounted Value (as defined by such

Rating Age ncy).  

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 specified ten Business Day cure period, thereby

incurring additional transaction costs and possible losses and/or gains on dispositions of portfolio securities.  See

"Additional Information Concerning The Series B Preferred and Series C Auction Rate Preferred — Asset

Mainten ance."

The Rating Agency Guidelines do not impose any limitations on 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 characteristics of the assets included in the portfolio which are eligible for inclusion in the Discounted Value 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 ratios and positive indications of 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 is rated 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 n ot recom mendatio ns to purcha se, hold or se ll Series B P referred o r 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, suspended or withdrawn as a result of changes in, or

unavailability of, such information.

MOODY'S GUIDELINES 

Under th e Moo dy's guidelines, the F und is requir ed to main tain specified d iscounted a sset values for its

portfolio representing the Preferred Basic Maintenance Amount.  To the extent any particular portfolio holding does

not  mee t the  app lica ble  guid elin es, i t is no t inc luded for p urp ose s of c alcu latin g the  Dis cou nted  Val ue o f the  Fun d'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 related Discounted Value) of the Fund's eligible 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 specified ten Business Day cure period, thereby

incurring additional transaction costs and possible losses and/or gains on dispositions of portfolio securities.  See

"Descr iption of the S eries B P referred —  Asset Ma intenance"  and "D escription o f 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 calculation of

Discounted Value:

Type of Moody's Eligible Asset 

Mo ody's

Discount Factor

Short T erm M oney M arket Instrum ents (other tha n U.S. G overnme nt Obligatio ns set forth

below) and other commercial paper:

U.S. Tr easury Secu rities with final maturities tha t are less than or  equal to 60  days 1.00

Deman d or time d eposits, certifica tes of depo sit and bank ers' acceptan ces includib le in

Moo dy's Short T erm M oney M arket Instrum ents 1.00

Commercial p aper rated P-1 b y Moody's maturing in 30  days or less 1.00

Comm ercial pap er rated P -1 by Mo ody's maturing in  more than 3 0 days but in 2 70 days

or less 1.15

Commercial p aper rated A-1+  by S&P ma turing in 270 days or less 1.25

Repurc hase obliga tions includib le in Moo dy's Short T erm M oney M arket Instrum ents 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 foreign issuers for which ADRs are Traded 3.00

Common Stock of foreign issuers (in existence for at least five years) 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 financial 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

Corpo rate debt:

    Non-convertible corporate debt rated Aaa3 1.10-1.33

Non-convertible corporate debt  rated at least Aa3 1.15-1.39

Non-convertible corporate debt  rated at least A3 1.20-1.45



Type of Moody's Eligible Asset 

Mo ody's

Discount Factor
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Non-convertible corporate debt  rated at least Baa3 1.25-1.52

Non-convertible corporate debt  rated at least Ba3 1.36-1.64

Non-convertible corporate debt  rated at least B1and B2 1.46-1.77

Convertible corporate debt securities rated at least Aa3 issued by the following type of

issuers:

Utility . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.62-1.67

Industrial . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.56-2.61

Financial . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.33-2.38

Transportation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.32-3.37

Convertible corporate debt securities rated at least A3 issued by the following type of

issuers:

Utility . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.72

Industrial . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.66

Financial . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.43

Transportation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.42

Convertible corporate debt securities rated at least Baa3 issued by the following type of

issuers:

Utility . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.88

Industrial . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.82

Financial . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.59

Transportation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.58

Convertible corporate debt securities rated at least Ba3 issued by the following type of

issuers:

Utility . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.95

Industrial . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.90

Financial . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.65

Transportation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.65

Convertible corporate debt securities rated at least B2 issued by the following type of

issuers:

Utility . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.99

Industrial . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.93

Financial . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.70

Transportation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.69

"Moo dy's Eligible Assets" means:
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(a)  cash (including, for this purpose, receivables for investments sold to 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 Instrum ents;

(c)  commercial paper that is not includible as a Short-Term Money M arket Instrument having on the

Valuation Date a rating from  Mood y's of at least P-1 and maturing within 270 days;

(d)  preferred stocks (i) which either (A ) are issued by issuers whose senior d ebt securities are rated at least

Baa1 by Moody's or (B) are rated at least Baa3 by Moody's or (C) in the event an issuer's senior debt securities or

preferred stock is not rated by Moody's, which either (1) are issued by an issuer whose senior debt securities are

rate d at  leas t A- b y S& P o r (2 ) are  rate d at  leas t A- b y S& P an d fo r thi s pu rpo se ha ve b een  assi gne d a M ood y's

equivalent rating of at least Baa3, (ii) of issuers which have (o r, in the case of issuers which are special purpo se

corporations, whose parent companies have) common stock listed on the New York 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 te nor) of $5 0,000,0 00, (iv) which  have paid  cash divide nds consiste ntly

during the preceding three-year period (or, in the case of new issues without a dividend history, are rated at least A1

by Mo ody's or, if not rated  by Moo dy's, are rated at lea st AA- by S& P), (v) which  pay cumula tive cash divid ends in

U.S. do llars, (vi) which are  not conve rtible into any o ther class of stoc k and do  not have wa rrants attached , (vii)

which are not issued by issuers in the transportation ind ustry and (viii) in the case of auction rate preferred stocks,

which are ra ted at least Aa 3 by Mo ody's, or if not rated  by Moo dy's, AAA b y S&P o r are otherw ise appro ved in

writing by M oody's and h ave never h ad a failed au ction; prov ided, how ever, that for this p urpose the  aggregate

Market Value of the Fund's holdings of any single issue of auction rate preferred stock 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-co unter marke t, (B) if cash div idend pa ying, pay cash d ividends in U .S. dollars an d (C) which  may be sold

without restriction 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 the date of the announcement of such cessation, 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

commo n stock of any issu er in excess o f 4% in the ca se of utility comm on stock an d 6% in th e case of no n-utility

common stock of the aggregate Market Value of the Fund's holdings shall not be Moody's Eligible Assets, (ii) which

are securities denominated in any currency other than the U.S. dollar or securities of issuers formed under the laws of

jurisdictions o ther than the U nited States, its states a nd the Distric t of Columb ia for which ther e are dol-

lar-denominated American Depository Receipts ("ADRs") or their equivalents 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 or (iii) which are securities of issuers formed under the laws of jurisdictions other than the

United States (and in existence for at least 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

Kingdo m, shall not be  a Moo dy's Eligible Asse t;

(f)  ADR securities, based on the following guidelines: (i) Sponsored ADR program or (ii) Level II or Level

III ADRs.  Private placement Rule 144A ADRs are not eligible for collateral consideration.  Global GDR programs

will be evaluated on a case b y case basis;

(g)  U.S. Govern ment 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 sub ordinate) b y Moo dy's (or, in the even t the security is not rate d by Mo ody'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 least

(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 Value of any individual issue of corporate evidences of indebtedness calculated at the time of

original issuanc e; 

(i)  convertible corporate evidences of indebtedness (i) which are issued by issuers whose senior debt

securities are rated at least B2 by Moody's (or, in the event an issuer's senior debt securities are not rated by

Moo dy's, which are issue d by issuers wh ose senior d ebt securities ar e rated at least B B by S& P and wh ich for this

purpose  is assigned a M oody's equiv alent rating of o ne full rating categ ory lower), (ii) w hich are co nvertible into

common stocks which are traded on the New York Stock Exchange or the American Stock Exchange or are quoted

on the Nasdaq  National Mark et System and (iii) which, if cash dividend paying, pa y cash dividends in U.S. do llars;

provided, however, that once convertible corporate evidences of 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

Fun d's in ves tme nts in au ctio n ra te p refe rred  stoc ks d esc ribe d in  clau se (d ) ab ove  shal l be  incl ude d in  Mo ody '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 criteria set forth in clauses (a) through (g) above

less the aggregate Marke t Value of those investments exclud ed from Mo ody's Eligible Assets pursuant to the proviso

appearing after clause (j) below; and

(j)  no assets wh ich are subje ct to any lien or irre vocably d eposited b y the Fund fo r the payme nt of amoun ts

needed to mee t the following obligations may be includible in M oody's Eligible Assets.

Notwithstanding anything to the contrary in the preceding clauses (a)-(j), the Fund's investment in preferred

stock, com mon stock , corpora te evidence s of indebted ness and co nvertible co rporate ev idences of ind ebtednes s shall

not be treate d as Mo ody's Eligible A ssets except to  the extent they satisfy the  following dive rsification requ irements

(utilizing Moody's Industry and Sub -industry Categories) with respect to the M arket Value of the Fund 's holdings:

Issuer:

Moody's Rating(1)(2)

Non-Utility

Ma ximum Sin gle

Issuer(3)(4) 

Utility

Ma ximum Sin gle

 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:

Moody's Rating(1)

Non-Utility

Ma ximum Sin gle

Issuer(3)

Utility

Maximum 

Single Sub-

Industry(3)(6) 

Utility

Maximum

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 eq uivalent M oody's rating m ust be lower ed one full ratin g category fo r preferred  stocks, corp orate

evidences of indebtedness and convertible corporate evidences of indebtedness rated by S&P but not by

Mood y's.

(2) Corporate evidences of indebtedness from issues ranging $50,000,000 to $100,000,000 are limited to 20%

of Mood y's Eligible Assets.

(3) The referenced percentages represent maximum cumulative totals only for the related Moody's rating

category an d each low er Moo dy's rating catego ry.

(4) Issuers subject to common ownership of 25% or more are considered as one name.

(5) CS/CB refers to common stock and convertible corporate evidences of indebtedness, which are diversified

independ ently from the ra ting level.

(6) In the case o f utility common  stock, utility preferre d stock, utility evide nces of inde btedness a nd utility

convertible evidences of indebtedness, the definition of industry refers to sub-industries (electric, water,

hydro power, gas, diversified).  Investments in other sub-industries are eligible only to the extent that the

combined sum represents a percentage position of the Moody's Eligible Assets less than or equal to the

percentage limits in the diversification tables above.

(7) Such percentage sha ll be 15% in the case o f utilities regulated by California, New York an d Texas.

FITCH GUIDELINES

Fitch Eligible Assets

Under th e Fitch guide lines, the Fund  is required to  maintain spe cified discou nted asset valu es for its

portfolio representing the Basic Maintenance Amount.  The Fitch Discount Factor for any Fitch Eligible Asset other

than the secur ities described  below will be  the percen tage provid ed in writing by F itch.  The D iscount Fac tors apply

to portfolio  holdings as d escribed b elow, subje ct to diversificatio n, issuer size and  other requ irements, in ord er 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+ o r higher by Fitc h or the equ ivalent by ano ther Rating A gency if the paym ent date is

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;

(ii) Short Term Money Market Instruments so long as (A) such securities are rated 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 is rated at least A by Fitch or the equivalent by another Rating Agency, or (C) in all other

cases, the supporting entity (1) is rated at least A by Fitch or the equivalent by another Rating Agency and the

security matures within one month, (2) is rated at least A by Fitch or the equivalent by another Rating Agency and

the security matures within three months or (3) is rated at least AA by Fitch or the equivalent by another Rating

Agency and the security matures w ithin six months;

(iii) U.S. Go vernment O bligations and  U.S. Tr easury Strips; 

(iv) debt secur ities if such securities ha ve been re gistered und er the Secur ities Act or are  restricted as to

resale under federal securities laws but 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 its agencies, instrumentalities or political subdivisions (the debt securities of Canadian issuers being referred

to collectively as "Canadian Bonds").  Foreign Bonds held by the Trust will qualify as Fitch Eligible Assets only up

to a maxim um of 20%  of the aggreg ate Mar ket Value o f all assets constituting F itch 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 the two

precedin g sentences, F oreign B onds and  Canadia n Bond s held by the T rust will qualify as Fitch  Eligible Asse ts 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. federal bankruptcy law ("Reorganization

Bonds") will be considered debt securities constituting Fitch Eligible Assets if (a) they provide for periodic payment

of interest 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 registered under the Securities Act 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 issued by a U.S. corporation, limited liability company or limited

partnership ; and (e) at the tim e of purcha se at least one ye ar had elap sed since the issu er's reorganiza tion. Reorg ani-

zation Bonds may also be considered debt securities constituting Fitch Eligible Assets if they have been approved by

Fitch, which ap proval sha ll not be unrea sonably withh eld. All deb t securities satisfying the fo regoing req uirements

and restriction s of this paragra ph (iv) are he rein referred  to as "De bt Securities;"

(v) Common stocks (i) (A) which are traded on the New York Stock Exchange, the American Stock

Exchange or in the ov er-the-counter market, (B) which, if cash divid end paying, pay cash divide nds in U.S. dollars,

and (C) which may be sold without restriction by the Corporation; provided, however, that (1) common stock which,

while a Fitch Eligible Asset owned by the Corporation, ceases paying any regular cash dividend will no longer be

considered a Fitch E ligible Asset until 60 calendar days after the date o f the announcement of such c essation, unless

the issuer of the common stock has senior debt securities rated at least A- by Fitch (or rated at an equivalent level by



B-52 

either Moody's or S&P, if rated by only one of them, or by the lower 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. issuer in excess of 5% of

the aggrega te Marke t Value of the  Fund's assets sha ll not be a Fitch 's Eligible Asset; (ii) sec urities denom inated 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 Value of the Fund's assets or in excess of 10% of the

aggregate Market Value of the Corporation's Fitch Eligible Assets with respect to issuers formed under the laws of

any single such n on-U.S. ju risdiction othe r than an Ap proved  Foreign N ation or Ca nada shall no t be a Fitch E ligible

Asset;

(vi) Preferred stocks if (A) dividends on such preferred stock are cumulative, (B) such securities

provide for the periodic payment of dividends thereon in cash in U.S. dollars 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 o r preferred  stock rating fro m Fitch of B BB- or  higher or the e quivalent rating  by another R ating Agenc y.

In addition , the preferred  stocks issue m ust be at least $5 0 million; 

(vii) Asset-back ed and m ortgage-ba cked secu rities; 

(viii) Rule 144 A Securities; 

(ix) Bank Lo ans; 

(x) Municipal debt obligation that (A) pays interest in cash (B) is part of an issue of municipal debt

obligations of at least $5 million, except for municipal debt obligations rated below A by Fitch or the equivalent

rating by ano ther Rating A gency, in which  case the minim um 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 a writing 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 wo uld not affect the  credit rating ass igned by Fitc h to the AM PS. 

Where the Trust sells an asset and agrees to repurchase such asset in the future, the Discounted Value 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 a liability for the purposes of the Preferred S hares Basic M aintenance Amou nt. Where the T rust

purchase s an asset and  agrees to sell it to a  third party in the futu re, cash rece ivable by the T rust thereby will

constitute a Fitch Eligible Asset if the long-term debt of such other party is rated 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 su ch purcha sed asset will co nstitute a Fitch E ligible Asset. 

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

been irrevo cably dep osited for the p ayment of (i)(A ) through (i)(E ) under the d efinition of Pre ferred Sha res Basic

Mainten ance Am ount or to the  extent it is subjec t to any Liens, exc ept for (A) L iens which are  being con tested in
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good faith by appropriate proceedings and which Fitch has indicated to the Trust will not affect the status of such

asset as a Fitch Eligible Asset, (B) Liens for taxes that 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 o f any repurch ase agreem ent.

Fitch Discount Factors  

The Fitch Discount Factors for Fitch Eligible Assets are as follows, provided however, that for unhedged

foreign investm ents a discou nt factor of 10 5% shall b e applied  to the Ma rket Value  thereof othe rwise determ ined in

accordance with the procedures below, provided further that, if the foreign issuer of such unhedged foreign

investment is from a country whose sovereign debt rating in a non-local currency is not assigned a rating of 'AA' or

better by Fitch (or an equivalent rating by either Moody's or S&P, if rated by only one of them, or by the lower of

Moody's or S&P, if rated by both of them), a discount factor of 117% shall be applied to the Market Value thereof

otherwise determined in accordance with the procedures below.

(i) Equity:  Equity and  Illiquid Deb t, 300.00 % disco unt.

(ii) Corporate d ebt securities:  The percentage determined by reference to the rating of a corporate debt

security in acco rdance with  the table set forth  below. 

Term to Maturity of Corporate Debt 
Security Unrated(1)                            AAA AA A BBB BB

Not Rated
or Below
     BB     

3 years or 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 Baa1, a Fitch rating of BBB+ will be used).  If a security is not rated by

Fitch but is rated  by only one o ther Rating A gency, then the  rating on the se curity from the o ther Rating A gency will

be used to  determine th e Fitch Disc ount Facto r (e.g., where the  only rating on a  security is an S& P rating of A AA, a

Fitch rating of AAA will be used, and where the only rating on a security 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 this table.

(iii) Convertible debt securities:  The Fitch Discount Factor applied to convertible debt securities is (A) 200%

for investmen t grade con vertibles and  (B) 222 % for be low investme nt grade co nvertibles so lo ng as such co nvertible

debt secur ities have neither  (x) conver sion prem ium greater tha n 100%  nor (y) have a  yield to maturity o r yield to

worst of > 1 5.00%  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% fo r investment grade conve rtibles and (B) 179 % for below investm ent grade convertibles so
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long as such convertible debt securities do not have a yield to maturity or yield to worst of > 15.00% above the

relevant T reasury curve . 

The Fitch  Discount F actor app lied to conv ertible deb t securities which h ave a yield to m aturity or yield to

worst of > 1 5.00%  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 Baa1, a Fitch rating of BBB+ will be used).  If a security is not rated by

Fitch but is rated  by only one o ther Rating A gency, then the  rating on the se curity from the o ther Rating A gency will

be used to  determine th e Fitch Disc ount Facto r (e.g., where the  only rating on a  security is an S& P rating of A AA, a

Fitch rating of AAA will be used, and where the only rating on a security 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 treat the security as if it were below

investment grade.

(iv) Preferred securities:  The per centage de termined b y reference to  the rating of a p referred sec urity in

accorda nce with the tab le set forth belo w. 

Preferred Security(1) AAA AA A BBB BB

Not Rated

or Below

      BB     

Taxable Preferred 130.58% 133.19% 135.91% 138.73% 153.23% 161.08%

Dividend-Received Deduction

(DRD)

Preferred

163.40% 163.40% 163.40% 163.40% 201.21% 201.21%

(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 Baa1, a Fitch rating of BBB+ will be used).  If a security is not rated by

Fitch but is rated  by only one o ther Rating A gency, then the  rating on the se curity from the o ther Rating A gency will

be used to  determine th e Fitch Disc ount Facto r (e.g., where the  only rating on a  security is an S& P rating of A AA, a

Fitch rating of AAA will be used, and where the only rating on a security 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 this table.

(v) U.S. Government securities and U.S. Treasury Strips:

Time Remaining to M aturity

Discount

  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



B-55 

Fitch Industry Classifications means, for the purposes of determining Fitch Eligible Assets, each of the

following indu stry classifications: 

Fitch Industry Classifications SIC Cod e (Majo r Groups)

1. Aerospace an d Defense 37, 45

2. Automobiles 37, 55

3. Banking, F inance and  Real Estate 60, 65, 67

4. Broad casting and M edia 27, 48

5. Building a nd Ma terials 15-17, 32, 52

6. Cable 48

7. Chemica ls 28, 30

8. Computers and Electronics 35, 36

9. Consum er Prod ucts 23, 51

10. Energy 13, 29, 49

11. Environmental Services 87

12. Farming and Agriculture 1-3, 7-9

13. Food, Beverage and Tobacco 20, 21, 54

14. Gaming , Lodging a nd Restau rants 70, 58

15. Health Ca re and Ph armaceu ticals 38, 28, 80

16. Industrial/Manufacturing 35

17. Insurance 63, 64

18. Leisure and Entertainment 78, 79

19. Metals and Mining 10, 12, 14, 33, 34

20. Miscellaneous 50, 72-76, 99

21. Paper a nd Fores t Produc ts 8, 24, 26

22. Retail 53, 56, 59

23. Sovereign NA

24. Supermarkets and Drug Stores 54

25. Telecommunications 48

26. Textiles and Furniture 22, 25, 31, 57

27. Transportation 40, 42-47

28. Utilities 49

29. Structured Finance Obligations NA

30. Packaging and Containers 26, 32, 34

31. Business Services 73, 87

Fitch Diversification Limitation

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

requirements in order to b e included in Fitch's Eligible Assets:

Security Rated

At Least           
Ma ximum Sin gle

      Issuer(1)      

Ma ximum Sin gle

  Industry(1),(2)  

Minimum Issue Size

   ($ in million)(3)   

AAA 100% 100% $100

AA- 20 75 100

A- 10 50 100

BBB- 6 25 100

BB- 4 16 50

B- 3 12 50

CCC 2 8 50
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(1) Percentages repre sent a portion of the aggregate m arket value of corpora te 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 a sset value of the F und's shares will b e compu ted based  on the mark et value of the se curities it

holds and will generally be determined daily as of the close of regular trading on the New York Stock Exchange.

Portfolio instruments of the Fund which are traded in a market subject to government regulation on which

trades are reported contemporaneously generally will be valued at the last sale price on the principal market for such

instruments as of the close of regular trading on the day the instruments are being valued, or lacking any sales, at the

average o f the bid and  asked pric e on the prin cipal marke t for such instrum ents on the m ost recent da te on which b id

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 marke t in such instrume nts.  Short-term d ebt instrumen ts that are cred it impaired o r mature in

more than 60 days for which market quotations are available are valued 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 m ature in 60 days or fewer are va lued 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 de termined in g ood faith b y or under the  direction o f the Investmen t Adviser in ac cordanc e 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 futures and 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 con tempora neously with the d etermination  of the prices o f portfolio sec urities held by the  Fund.  Ev ents

affecting the values of portfolio securities that occur between the time their prices are determined and the close of the

NYSE will not be reflected in the Fund's calculation of net asset value unless the Board of Directors deems that the

particular event would materially affect the net asset value, in which case the fair value of those securities will be

determined by con sideration of other factors by or und er the direction of the Board  of Directors.

Net asset value per share is calculated 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

 as of March 10, 2003 Title of Class

Amount of Shares and

Natur e of Ow nership Percent of C lass

Cede &  Co.*

P.O. Box 20

Bowling Green Station

New York, NY 10274

Common

Series A

Preferred

12,068,219

917,400

84.48%

99.07%

Salomo n Smith Ba rney Inc.**

333 W 34th Street

New York, NY 1001

Common

Series A

Preferred

1,955,315

277,528

13.69%

29.97%



Name and Address of

 Beneficial/Record Owner

 as of March 10, 2003 Title of Class

Amount of Shares and

Natur e of Ow nership Percent of C lass
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Charles Sc hwab &  Co., Inc.**

c/o ADP P roxy Services 

51 Mercedes Way

Edgewood, NY 11717

Common

Series A

Preferred

1,135,397

54,974 (record)

7.95%

5.94%

Bear, Stearns Securities Corp.

One M etrotech C enter No rth

4th Floor

Brooklyn, NY 11201

Series A

Preferred

57,215 (record) 6.18%

Pershing LLC 

Pershing Plaza 

Jersey City, NJ 07399

Common 856,672 6.00%

A.G.  Ed wards & S ons, Inc.**

2801 C lark St.

St. Louis, MO 63103

Common 

Series A

Preferred

1,075,388 (record)

38,074

7.53%

6.27%

* A nominee partnership of DTC.

** Shares held at DTC

As of M arch 10, 2 003, the D irectors and  Officers of the F und as a gro up benefic ially owned a pproxim ately   

 3.70% of the outstanding shares of the Fund's common stock.

GENERAL INFORMATION

Book-Entry-Only Issuance

 

DTC  will act as securities d epository fo r the shares of S eries B P referred an d/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 is based upon information obtained from DTC. The securities offered hereby initially will be issued only as

fully-registered securities registered in the name of Cede & Co. (as nominee 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 a limited-purpose trust company organized under the New York Banking Law, a "banking

organizatio n" within the m eaning of the N ew York  Banking L aw, a mem ber of the Fe deral Rese rve System, a

"clearing co rporation " within the me aning of the N ew York  Uniform C ommerc ial Code a nd a "clea ring agency"

registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934, as amended. DTC holds

securities that its participants deposit with DTC.  DTC also facilities the settlement among participants of securities

transactions, such as transfers and pledges, in deposited securities through electronic computerized book-entry

changes in p articipants' acco unts, thereby elim inating the need  for physical m ovemen t of securities certifica tes. 

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, ba nks and trust co mpanies tha t clear through  or maintain a  custodial rela tionship with a d irect participa nt,

either directly or indirectly through other entities.
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Purchase s of securities within th e DTC  system must be  made by o r through dir ect participa nts, which will

receive a cr edit for the sec urities on DT C's records. T he owners hip interest of ea ch actual pu rchaser of a se curity, a

beneficial owner, is in 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 owners are expected to receive written

confirmations providing details of the transactions, as well as periodic statements of their holdings, from the direct or

indirect par ticipants throug h which the be neficial owne rs purchase d securities.  T ransfers of ow nership intere sts in

securities are to  be accom plished by e ntries made  on the boo ks of participa nts acting on b ehalf of bene ficial owners. 

Beneficial owners will not receive certificates representing their ownership interests in securities, except as provided

herein.

 

DTC  has no kno wledge of the  actual bene ficial owners o f the securities be ing offered p ursuant 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 b ehalf of their customers.

 

Conveya nce of notice s and other  commun ications by D TC to d irect participa nts, by direct pa rticipants 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' accounts on

the relevant payment date in accordance with their respective holdings shown on DTC's records unless DTC has

reason to believe that it will not receive payments on such payment date.  Payments by participants to beneficial

owners will be governed by standing instructions and customary practices and will be the responsibility of such

participant and not of DTC or the Fund, subject to any statutory or regulatory requirements as may be in effect from

time to time.  P ayment of div idends to D TC is the re sponsibility of the  Fund, disb ursement o f such payme nts to

direct participants is the responsibility of DTC, and disbursement of such payments to the beneficial owners is the

responsibility of direct and indirect participants. Furthermore each beneficial owner must rely on the 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, certificates representing 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 LLP, independent accountants, 1177 Avenue of the Americas, New York, New

York 10036, serve as auditors of the Fund and will annually render an opinion on the financial statements of the

Fund.

FINANCIAL STATEMENTS

The audited financial statements included in the Annual Report to the Fund's Shareholders for the fiscal

year ended De cember 31, 2 002, together with the repo rt of PricewaterhouseC oopers LLP  thereon, are also

incorporated herein by reference from the Fund's Annual Report to Shareholders.  All other portions of the Annual

Report to  Shareho lders are no t incorpora ted herein b y reference an d are not p art of the Reg istration Statem ent.  A

copy of the Annual Report to Shareholders may be obtained without charge by writing to the Fund at its address at

One Corporate Center, Rye, New Yo rk 10580-1434 or by calling the Fund toll-free at 800-GABELLI (422-355 4).
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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 Pe riods greater than 270  days, the Treasury Index R ate; on commercial p aper on behalf of issuers who se

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 York for the close of business on the Business Day

immediately preceding such date; or (ii) if the Federal Reserve Bank of New York 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 Dealers to 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 Com mercial Pa per Dea ler does no t quote a rate  required to  determine th e "AA"  Financial Co mposite

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 instructions from the Fund. For purposes of this definition, (A) "Commercial Paper

Dealers"  will mean (1) S alomon S mith Barn ey Inc., Lehm an Broth ers Inc., M errill Lynch, Pie rce, Fenne r & 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 issuers then making such

quotations 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) a fraction, the numerator of which will be the product of such rate expressed as a decimal, multiplied by the

number o f days in which suc h comme rcial pape r will mature and  the denom inator of which  will be 360 . 

"Adjusted Value" of each Eligible Asset shall be com puted as follows:

(i) cash shall be valued at 100% of the face value thereof; and

(ii) all other Eligible Assets shall be valued at the applicable Discounted Value thereof; and

(iii) each asset that is not an Eligible Asset shall be valued at zero.

"Administrator"means the other party to the Administration Agreement with the Fund which shall initially be

Gabelli Funds, LLC.

"Affiliate" means, with res pect to the A uction Age nt, any person  known to the  Auction A gent to be co ntrolled by, in

control of o r under co mmon co ntrol with the Fu nd; provid ed, howev er, that no B roker-De aler contro lled 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 is director 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 m ember o f or a particip ant in the Secu rities Depo sitory that will act on b ehalf of a

Bidder.

 

"All Hold Rate" means 80 % of the " AA" Fin ancial Com posite Co mmercial P aper Ra te. 

 

"Applicable Rate" means, with re spect to the S eries C Auc tion Rate P referred, for e ach Divid end Per iod (i) if

Sufficient Clearing Bids exist for the Auction in respect thereof, the Winning Bid Rate, (ii) if Sufficient Clearing



A-2 

Orders do not exist for the Auction in respect thereof or an Auction does not take place with 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 respect thereof, the All Hold Rate.

"Appro ved Foreig n Nations"  has the meaning ascribed to it in "Moody's and Fitch Guidelines — Fitch Guide-

lines." 

 

"Auction" means eac h periodic  operation  of the Auctio n Proce dures. 

 

"Auction Agent"  means The Bank of New York unless and until another commercial bank, trust company, or other

financial institution ap pointed b y a resolution o f the Board  of Directo rs enters into an  agreemen t with the Fund to

follow the Au ction Pro cedures fo r the purpo se of determ ining the App licable Rate . 

"Auction Date"  means the last d ay of the initial Divid end Per iod and e ach seventh  day after the imm ediately

precedin g Auction D ate; provid ed, howev er, that if any such sev enth day is not a  Business D ay, such Auc tion Date

shall be the first preceding day that is a Business Day and the next Auction Date, if for a Standard Dividend Period,

shall (subjec t to the same ad vanceme nt proced ure) be the se venth day after  the date that the p receding A uction Da te

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 beca use an unforeseen event or u nforeseen events cause a d ay that otherwise

would hav e been an A uction Da te not to be a  Business D ay, then the length  of the then-curre nt dividend  period will

be extend ed by seve n days (or a m ultiple thereof if ne cessary bec ause of such u nforeseen e vent or even ts).   

"Auction Procedures" means the procedures for conducting Auctions described in "Additional Information

Concer ning the Auc tion for Series  C Auction  Rate Pre ferred."

 

"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

Applicable Rate." 

"Basic Maintenance Amount" has the meaning set forth in "Add itional Information Concern ing The Series B

Preferred  and Series  C Auction  Rate Pre ferred —  Asset Ma intenance."

"Basic Ma intenance Report"  means, with respect to the Series C Auction Rate Preferred, a report prepared by the

Administra tor which sets fo rth, as of the related  Valuation  Date, M oody's Eligib le Assets and  Fitch Eligible A ssets

sufficient to meet or exceed the Basic Maintenance Amount, the Market Value and Discounted Value thereof

(seriatim and  in the aggrega te), and the B asic Main tenance A mount, and  shall have a co rrelative mea ning with

respect to any other class or series of Preferred Stock.

 

"Beneficial Owner" with respect to  Series C A uction Rate  Preferred , means a cus tomer of a B roker-De aler who is

listed on the records of that Broker-Dealer (or, if applicable, the Auction Agent) as a holder of such shares of such

series. 

 

"Bid" has the mean ing set forth in "A dditional Info rmation C oncerning  the Auction fo r the Series C  Auction R ate

Preferred  — Sub mission of O rders by B roker-De alers to Auc tion Agent."

 

"Bidder" has the mean ing set forth in "A dditional Info rmation C oncerning  the Auction fo r Series C A uction Rate

Preferred  — Sub mission of O rders by B roker-De alers to Auc tion 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 pe rmitted by ap plicable law . 

 

"Broker-Dealer" means any broker-dealer or broker-dealers, or other entity permitted by law to perform the

functions required 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 a greement b etween the A uction Age nt and a B roker-De aler, pursuan t to

which such Broke r-Dealer agrees to follow the A uction Procedu res.

 

"Business Day" means a da y on which the N ew York  Stock Ex change is op en for trading  and which is n ot a

Saturday, Sunday or other day on which banks in The City of New York, New York are authorized or obligated by

law to close. 

"Cana dian Bon ds" has the mean ing ascribed  to it in "Mo ody's and Fitch  Guideline s — Fitch  Guideline s."

 

"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 Assessments and Taxation of the State of

Maryland.

 

"Code"  means the Internal Revenue Code of 1986, as amended.

 

"Commission" means the Securities and Exchange Commission.

 

"Common S tock" means the shares of the Fund's common stock, par value $.001 per share.

 

"Cure Date"  has the meaning set forth in paragrap h 3(a) of Article II of the Articles Supplem entary for the Series B

Preferred and paragraph 3(a)(ii) of Article I 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 Sec urities" has the mean ing ascribed  to it in "Mo ody's and Fitch  Guideline s — Fitch  Guideline s."

"Default Period" has the meaning set forth in "Additional Information Concerning the Series B Preferred and

Series C A uction Rate  Preferred  — D ividends an d Divide nd Perio d."

 

"Default Rate" means the R eference R ate multiplied  by three (3). 

 

"Deposit A ssets" means cash, Short-Term Money Market Instruments and U.S. Government Obligations.  Except

for determ ining whether th e Fund ha s Eligible Asse ts with an Adju sted 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 a pplicable  payment d ate in advan ce of which the  relevant dep osit 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's Discount Factor, (ii) so long as Fitch is rating the Series C Auction Rate Preferred,

the Fitch Disc ount Facto r, and/or (iii) any a pplicable  discount facto r established  by any Othe r Rating Ag ency,

whichever is applicable.

 

"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 res pect to an E ligible Asset that is p repayable , Discounte d Value w ill be equal to th e applicab le

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  — D ividends an d Divide nd Perio d."

 

"Dividend Payment Date" means, with respect to the Series B Preferred Stock, any date on which dividends

declared by the Board of Directors thereon are payable pursuant to the provisions of paragraph 1(a) of Article II of

the Articles Supplementary of the Series B 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 provisions of

paragraph 2(b) of Article I of the Articles Supplementary, for the Series C Auction Rate Preferred, and shall have a

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 specified in paragraph 1(a) of

Article II of the A rticles Supp lementary for  the Series B  Preferred  and, with resp ect to Series C  Auction R ate

Preferred, the initial period determined in the manner set forth under "Designation" in the Articles Supplementary of

the Series C Auction Rate Preferred, and thereafter, the period commencing on the Business Day following each

Auction D ate and end ing on the nex t Auction D ate or, if such nex t Auction D ate is not imme diately followe d by a

Business D ay, on the latest d ay prior to the  next succee ding Busin ess Day. 

 

"Eligible Assets"  means Mo ody's Eligible Assets (if Mood y's is then rating the Series B Preferred or Series C

Auction Rate Preferred at the request of the Fund), Fitch Eligible Assets (if Fitch is then rating the Series C Auction

Rate Pre ferred at the re quest of the F und), and/o r Other Ra ting Agency E ligible Assets if any O ther Rating A gency is

then rating the S eries B P referred o r Series C A uction Rate  Preferred , whichever is ap plicable. 

 

"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 records of 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's Broker-Dealer's name in the records of the

Auction Agent, which Broker-Dealer will have signed a master purchaser's letter.

"Fitch" means Fitch , Inc. and its succ essors at law. 

 

"Fitch Discount Factor" has the mea ning ascribe d to it in "M oody's and F itch Guide lines — F itch Guide lines."

"Fitch Eligible A ssets" has the mean ing ascribed  to it in "Mo ody's and Fitch  Guideline s — Fitch  Guideline s."

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

days thereafte r. 

"Fitch Industry Classifications" means, for the purposes of determining Fitch Eligible Assets, each of the

following industry classifications:

1. Aerospace &  Defense

2. Automobiles

3. Banking, Finance & Real Estate 

4. Broadcasting & Media 

5. Building &  Materials

6. Cable 

7. Chemica ls

8. Computers & Electronics

9. Consum er Prod ucts
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10. Energy

11. Environmental Services

12. Farming & Agriculture

13. Food, Beverage & Tobacco

14. Gaming, Lod ging & Restaurants 

15. Healthcare & P harmaceuticals 

16. Industrial/Manufacturing

17. Insurance

18. Leisure &  Entertainm ent 

19. Metals & Mining

20. Miscellaneous

21. Paper &  Forest Pro ducts

22. Retail

23. Sovereign 

24. Supermarkets & Drugstores

25. Telecommunications

26. Textiles & Furniture

27. Transportation

28. Utilities

"Foreign  Bonds"  has the mean ing ascribed  to it in "Mo ody's and Fitch  Guideline s — Fitch  Guideline s."

"Hold Order"  has the meaning set forth in "Additional Information Concerning the Auction for Series C Auction

Rate Preferred — Orders By Existing Holders and Potential Holders." 

 

"Holder"  means, with res pect to the S eries C Auc tion Rate P referred, the re gistered hold er of Series C  Auction R ate

Preferred shares as the same appears on the stock ledger or stock records of the Fund or records of the Auction

Agent, as the case may be.

"Industry Classification" means a six-digit industry classification in the Standard Industry Classification system

published by the United  States.

"ISDA" has the mean ing ascribed  to it in "Mo ody's and Fitch  Guideline s — Fitch  Guideline s."

 

"Liquidation Preference" means $25 per share of Series B Preferred and $25,000 per share of Series C Auction

Rate Preferred Stock and will have a correlative meaning with respect to shares of any other class or series of

Preferred Stock.

"Market Capitalization" means, with respect to any issue 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 business on the date of determina-

tion thereof and (ii) the Market Value per share of such common stock as of the close of business on the date of

determina tion thereof.

 

"Market Value"  means the amount determined by the Fund with respect to specific Eligible Assets in accordance

with valuation policies adopted from time to time by the Board of Directors as being in compliance with the

requireme nts of the 194 0 Act.

Notwithstan ding the foreg oing, "M arket Valu e" may, at the o ption of the F und with resp ect to any of its

assets, mean th e amount d etermined  with respect to  specific Eligib le Assets of the F und in the ma nner set forth

below:

(i) as to any common or preferred stock which is an Eligible Asset, (a) if the stock is traded on a

national securities exchange or quoted on the Nasdaq System, the last sales price reported on the
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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 Series C Auction

Rate Preferred), at least one of which will be provided in writing or by telecopy, telex, other

electronic transcription, compu ter obtained quotation red ucible 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;

(ii) as to 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 instruments having, 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 Moo dy'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 Value of zero;

(iii) as to cash, demand d eposits, federal funds, bankers' acceptanc es and next Business D ay repurchase

agreeme nts included  in Short-Te rm Mo ney Mar ket Instrumen ts, the face value th ereof;

(iv) as to any U.S. Government Obligation, Short-Term Money Market Instrument or commercial

paper with a maturity of 60 days or fewer, amortized cost unless the Board of Directors determines

that such value does not constitute fair value; or

(v) 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 o n a national securities exchange or q uoted on the Na sdaq System, the last

sales price reported on the Valuation Date or (B) if there was no reported sales price on the

Valuation Date or if such indebtedness is not traded 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 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 no t adversely affect Mood y'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 least one of which will be provided in writing or by telecopy, telex, other

electronic transcription, compu ter obtained quotation red ucible 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 a ny date on w hich the Ap plicable R ate is determin ed, the app licable perc entage of (i)

in the case of d ividend pe riod of 18 4 days or les s, the "AA"  Financial Co mposite C ommerc ial Paper R ate on the da te

of such Auction determ ined as set forth below based  on the lower of the credit ratings assigned to the S eries 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 Series C Auction Rate Preferred Basic Maintenance Amount or

(ii) in the case of a d ividend pe riod of long er than 184  days, the Tr easury Inde x Rate.  

Moody's Credit Rating Fitch Credit Rating Applicable Percentage

Aa3 or higher AA- or higher 150%

A3 to A1 A- to A+ 175%

Baa3 to Baa1 BBB- to BBB+ 250%

Below Baa3 Below BBB- 275%

"Mo ody's"  means M oody's Investo rs Service, Inc . and its success ors at law. 

"Moody's Discount Factor"  has t he m ean ing a scri bed  to it  in "M ood y's an d Fi tch G uidelin es —  Mo ody 's

Guidelines." 

"Mo ody's Eligible Assets"  has the meaning ascribed to it in "Moody's and Fitch Guidelines — Moody's Guide-

lines."

 

"1940 Act"  means the Investment Company Act of 1940, as amended, or any successor statute.

 

"1940 Act Asset Coverage" means asse t coverage , as determine d in accord ance with Se ction 18(h ) of the 194 0 Act,

of at least 200 % with resp ect to all outstand ing senior sec urities of the Fun d which are  stock, includin g all

Outstanding shares of Series B 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 securities which 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 ce rtificate required  to be delive red by the F und pursu ant to

paragraph 9(a)(i)(B) of Article I 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 re demptio n at the option  of the Fund  but only to ma ndatory red emption.  

"NRSRO" means a Nationally Recognized Statistical Ratings Organization.

"Order"  has the mean ing set forth in "A dditional Info rmation C oncerning  the Auction fo r Series C A uction Rate

Preferred  — O rders By E xisting Hold ers and P otential Ho lders."

 

"Other Rating Agency" means any rating agency other than Moody's or Fitch then providing a rating for the Series

C Auction  Rate Pre ferred purs uant to the req uest of the Fun d. 

 

"Other R ating Agen cy Eligible Assets"  means assets of the Fund designated by any Other Rating Agency as

eligible for inclusion in calculating the discounted value of the Fund's assets in connection with such Other Rating

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

 

"Outstanding" means, as o f any date, Pre ferred Stoc k theretofore  issued by the F und exce pt:
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(i) any such share of Preferred Stock theretofore cancelled by the Fund or delivered to the Fund for

cancellation;

(ii) any such share of Preferred Stock other than the Series C Auction Rate Preferred (or other auction

market preferred stock) shares as to which a notice of redemption will have been given and for

whose payment at the redemption thereof Deposit Assets in the necessary amount are held by the

Fund on in trust for or were paid by the Fund to the holder of such share pursuant to the Articles

Supplem entary with resp ect thereto; 

(iii) in the case of shares of the Series C Auction Rate Preferred or other auction market preferred

stock, any such  shares thereto fore delivere d to the app licable auctio n agent for ca ncellation 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 exchange for or in lieu of which other shares have been issued 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, as applicable, 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 Agen t" means with re spect to Se ries C Auctio n Rate Pr eferred,  T he Bank  of New Y ork unless an d until

another entity appointed by a resolution of the Board of Directors enters 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 class or 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 ind ividual, a partn ership, the Fu nd, a trust, a cor poration, a  limited liability

company, an unincorporated 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 has signed a master purchaser's letter or whose shares will be

listed under such person's Broker-Dealer's name 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 p er share, of the Fund, and includ es the Series B

Preferred and Series C Auction Rate Preferred.

"Premium Call Period" means a period consisting of a number 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) plus a premium expressed as a percentage or

percentages of the Liquidation Preference or expressed as a formula using specified variables as determined by the

Board of D irectors after consultation with the Broker-D ealers.

 

"Pricing Service" means any o f the following:  B loombe rg Financial S ervice, Brid ge Informa tion Service s, Data

Resources Inc., FT Interactive, International Securities Market Association, Merrill Lynch Securities Pricing Service,

Muller D ata Corp ., Reuters, S& P/J.J. Ke nny, Telera te, Trepp  Pricing and  Woo d Gund y.
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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's and Fitch as long as such rating agency is then rating the Series B Preferred or

Series C Auction Rate Preferred at the request of the Fund.

 

"Rating A gency Gu idelines"  has the mean ing set forth in set forth  in "Mo ody's and Fitch  Guideline s."

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

Fund for the redem ption 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  — D ividends an d Divide nd Perio d."

 

"Redemption Price" means, with respect to the Series B Preferred, the price set forth in paragraph 3(a) of Article II

of the Articles S uppleme ntary for the Se ries B Pre ferred Stoc k and, with resp ect to the Article  C Auction  Rate

Preferred, the price set forth in paragraph 3(a)(i) of Article I of the Articles Supplementary for the Series C Auction

Rate Preferred Stock.

 

"Reference Rate" means, with respect 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 Commercial Paper Rate or the Treasury Index Rate, as appropriate.

"Reorg anization B onds"  has the mean ing ascribed  to it in "Mo ody's and Fitch  Guideline s — Fitch  Guideline s."

 

"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 Trust Company and its successors and assigns or any successor

securities depository selected by the Fund that agrees to follow the procedures required to be followed by such

securities depository in connection with the shares of Series B Preferred or Series C Auction Rate Preferred.

 

"Sell Order" has the meaning set forth in "Additional Information Concerning the Auction for Series C Auction

Rate Preferred — 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 sh are and liqu idation pre ference $2 5,000 p er share. 

"Series C Auction Ra te Preferred Basic M aintenance Amoun t Test" means a test which is met if 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 rating the Series C Auction Rate Preferred at the request of the Fund, or the Eligible Assets of

whichever of Moody's or Fitch is then doing so if only one of Moody's or Fitch is then rating the Series C Auction

Rate Preferred at the request of the Fund, meets or 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 the following types of instruments if, on the date of purchase or

other acq uisition thereof b y the Fund, the  remaining term  to maturity thereo f is not in excess o f 180 days : 

 

(i) commercial paper rated A-1 if such commercial paper matures in 30 days or A-1+ if such

comme rcial pape r matures in o ver 30 da ys; 

 

(ii) 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 a foreign

depository institution (provided that such branch office or 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. Govern ment Obligations.

 

"Special Dividend Period" means a Dividend Period that is not a Standard Dividend Period.

 

"Specific Red emption 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 ea ch be Business D ays.

"Submission Deadline" means 1:00 p.m., New York 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 the meaning set forth in "Additional Information Concerning the Auction for Series C Auction

Rate Pre ferred —  Determin ation of Sufficien t Clearing B ids, Winn ing Bids, W inning Bid R ate and Ap plicable

Rate."

"Submitted Bid Order" has the meaning set forth in "Add itional Information Concern ing the Auction for Series C

Auction Rate Preferred — Determination of Sufficient Clearing Bids, Winning Bids, Winning Bid Rate and

Applicab le Rate."

 

"Submitted Hold Order" has the meaning set forth in "Add itional Information Concern ing the Auction for Series C

Auction Rate Preferred — Determination of Sufficient Clearing Bids, Winning Bids, Winning Bid Rate and

Applicab le Rate."

 

"Submitted Order" has the meaning set forth in "Add itional Information Concern ing the Auction for Series C

Auction Rate Preferred — Determination of Sufficient Clearing Bids, Winning Bids, Winning Bid Rate and

Applicab le Rate."

 

"Submitted Sell Order" has the meaning set forth in "Add itional Information Concern ing the Auction for Series C

Auction Rate Preferred — Determination of Sufficient Clearing Bids, Winning Bids, Winning Bid Rate and

Applicab le Rate."

 

"Sufficient Clea ring Bids"  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

Applicab le 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 the number 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 less than 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 ra tes higher than the  Maxim um Rate a nd (ii) the num ber of share s of Series C A uction Rate

Preferred that are subjec t to Submitted Sell Orde rs.

"Treasury Index Rate" means the average yield to maturity for actively traded marketable U.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 shorte r and next lo nger numb er of 30-da y periods to  maturity treating all D ividend P eriods with a le ngth

greater than the longest maturity for such securities as having a length equal to such longest maturity, in all cases

based upon data set forth in the most recent weekly statistical release published by the Board of Governors of the

Federal R eserve System  (currently in H .15 (519 )); provide d, howeve r, if the most rece nt such statistical relea se will

not have been published during the 15 days preceding the date of computation, the foregoing computations will be

based upon the average of comparable data as quoted to the Fund by at least three recognized dealers in U.S.

Govern ment Ob ligations selected  by the Fund . 

 

"U.S. Gov ernment O bligations"  means dire ct obligation s of the United  States or by its ag encies or instru mentali-

ties that are entitled to the full faith and credit of the United States and that, other than U nited States Treasury B ills,

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

 

"Valuation Date" means the last Business Day of each month, or such other date as the Fund and Rating Agencies

may agree to  for purpo ses of determ ining the Bas ic Mainten ance Am ount.

 

"Winning Bid Rate" means the lo west rate spec ified in the Sub mitted Bid s which if:

 

(i) (a) each such Submitted Bid of Existing Holders specifying such lowest rate and

(b) all other such Submitted Bids of Existing Holders specifying lower rates were rejected,

thus entitling such Existing Holders to continue to hold the shares of such series that are

subject to such Submitted Bids; and

(ii) (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 in such Existing Holders described in subclause (i) above continuing to hold an aggregate number of

Outstanding Series C A uction Rate Preferred  shares which, when adde d to the number of O utstanding Series C

Auction R ate Preferre d shares to b e purchase d by such P otential Ho lders descr ibed in subc lause (ii) abo ve, would

equal not less than the Available Series C  Auction Rate Preferre d shares.


