Dated March 13, 2003

THE GABELLI CONVERTIBLE
AND INCOME SECURITIES FUND INC.

STATEMENT OF ADDITIONAL INFORMATION

The Gabelli Convertible and Income Securities Fund Inc. (the "Fund") isadiversified, closed-end
management investment company registered under the Investment Company Act of 1940, as amended (the
"1940 Act"). The Fund seeks a high level of total return on its assets through a combination of current
income and capital appreciation. The Fund invests primarily in a portfolio of convertible and income
producing securities selected by Gabelli Funds, LLC, the investment adviser tothe Fund (the "Investment
Adviser"). Itisthe policy of the Fund, under normal market conditions, to invest at least 80% of the value
of itstotal assetsin "ConvertibleSecurities," i.e., debt or equity securities (bonds, debentures, notes, stocks
and other similar securities) that are convertible into common stock or other equity securities, and "Income
Securities," i.e., securitiesthat are expected to periodically accrue or generateincomefor securities holders,
including short-term discounted Treasury Bills. The Fund expeds to continueits practice of focusing on
Convertible Securities to the extent attractive gpportunities are available.

This Statement of Additional Information ("SAI") is nat a prospectus, but should be read in
conjunction with the prospectus for the Fund dated March 13, 2003 (the "Prospectus’). Invedors should
obtain and read the Prospectus prior to purchasing the Series B Prefered 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
(1-800-422-35%4) or (914) 921-5070. This SAlincorporates by reference the entire Prospectus.

Each capitalized term used but not defined in this SAI hasthe meaning ascribed toit, asthe case may
be, in the Prospectus or i n the glossary of this SAI.
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obtained from the Securities and Exchange Commission upon payment of the fee prescribed, or inspected
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isdated March 13, 2003.



INVESTMENT OBJECTIVE AND POLICIES
Investment Objective

The Fund's investment objective is a highlevel of total return on its assets. Under normal market
conditions, the Fund will invest at |east 80% of the value of itstotal assetsin " Convertible Securities," i.e,
securities (bonds, debentures, notes, stocks and other similar securities) that are convertible into common
stock or other equity securities, and "Income Securities,” i.e., securities that are expected to periodically
accrue or generate income for their holders, including short-term discounted Treasury Bills. The Fund
expects to continue its practice of focusing on Convertible Securities to the extent attractive opportunities
are available. See"Investment Objective and Policies" in the Prospectus.

Investment Practices

Convertible Securities. A Convertible Security entitles the holder to exchange such security for a
fixed number of shares of common stock or other equity security, usualy of the same company, at fixed
priceswithin aspecified period of time and toreceive the fixed income of abond or the dividend preference
of apreferred stock until the holder el ectsto exercisethe conversion privilege. Thefixed incomeor dividend
component of a Convertibe Security isreferred to asthe security's "investment value."

A Convertible Security's position in a company's capital structure depends upon its particular
provisions. Inthe case of subordinated converti ble debentur es, the holder's claims on assets and earnings
are subordinated to the claims of others and are senior to the claims of comnon stockhol ders.

To the degreethat the price of a Convertilble Security rises above itsinvestment value because of a
rise in price of the underlying common stock, the value of such security is influenced more by price
fluctuations of the underlying common stock and less by its invesment value. The price of a Convertible
Security that is supported principally by its conversionvalue will rise along with any increase in the price
of thecommon stock, and such price generally will declinealongwith any declinein the price of the common
stock except that the security will receive additional support as its price approaches investment value. A
Convertible Security purchased or held at a time when its price is influenced by its conversion value will
producealower yield than nonconvertible senior securitieswith comparableinvestment values. Convertible
Securities may be purchased by the Fund at varying price level sabove their investment values and/or their
conversion values in keeping with the Fund's investment objective.

Many Convertible Securities in which the Fundwill invest have call provisionsentitling the issuer
toredeem the security at aspecified timeand at aspecified price. Thisisoneof thefeaturesof a Convertible
Security which affects valuation. Calls may vary from absolute calls to provisional calls. Convertible
Securitieswith superior call protection usually trade at ahigher premium. If long-terminterestratesdecline,
the interest rates of new Convertible Securities will also decline. Therefore, in a falling interest rate
environment companies may be expected to call Convertible Securities with high coupons and the Fund
would have to invest the proceeds from such called issues in securities with lower coupons. Thus,
ConvertibleSecuritieswith superior call protection will permit the Fund to maintainahigher yield than with
issues without call protection.

Income Securities. Although itisthe Fund's pdicy to invest in Convertible Securitiesto the extent
attractive opportunities are avail able, the Fund may a so invest in Income Securities other than Convertible
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Securities that are expected to periodically accrue or generate income for their holders. Such Income
Securitiesinclude (i) fixed income securities such as bonds, debentures, notes, stock, short-termdiscounted
Treasury Billsor certain securitiesof U.S. government sponsored instrumentalities, aswell asmoney market
mutual funds that invest in those securities, which, in the absence of an applicable exemptive order, will nat
be affiliated with the Investment Adviser, and (ii) common stocks of isauers that have historically paid
dividends. Fixed income securities obligate the issuer to pay to the holder of the security a specified return,
which may be either fixed or reset periodcally inaccordance with the terms of the security. Fixed income
securitiesgenerally are senior to anissuer's common stodk and their holdersgenerally are entitledto receive
amountsdue before any distributionsare made to common stockholders. Common stocks generally do not
obligate an issuer to make periodic distributions to holders.

Themarket value of fixedincome securities, especially those that provide afixed rate of return, may
be expected torise and fall inversely with interest rates and in general is affected by the credit rating of the
issuer, the issuer's performance and perceptions of the issuer in the market pace. The market value of
callableor redeemabl efixedincome securities may also be affected by theissuer'scall andredemptionrights.
It is possible that the issuer of fixed income securities may not be able to meet its payment obligations on
interest or principal toholders. Further, holdersof non-convertiblefixed income securitiesdo not participate
in any capitd appreciation of the issuer.

The Fund may also invest in obligations of U.S. gover nment sponsored instrumentalities. Unlike
non-U.S. government securities, obligationsof certain agenciesandinstrumentalitiesof theU.S government,
such as the Government National Mortgage Association, are supported by the "full faith and credit" of the
U.S. government; others, such as those of the Export-Import Bank of the U.S., are supported by the right of
the issuer to borrow from the U.S. Treasury; others, such as those of the Federa Nationa Mortgage
Association, are supported by the discretionary authority of the U.S. government to purchase the agency's
obligations; and still others, such as those of the Student Loan Marketing Association, are supported only
by the credit of the instrumentality. No assurance can be given that the U.S. government would provide
financial support to U.S. government sponsored instrumentalitiesif it isnot obligated to do so by law.

The Fund also may invest in common stock of issuers that have historically paid dividends or
otherwise madedi stributionsto common stockhol ders. Unlike paymentson fixed incomesecurities, common
stock dividend payments generally are not guaranteed and so may be discontinued by the issuer at its
discretion or because of the issuer'sinability tosatisfy itsliabilities. Further, an issuer's history of paying
dividends does not guarartee that it will continue to pay dividends in the future. In addition to dividends,
under certain circumstances the holders of common stock may benefit from the capital appreciation of the
issuer.

Other Investments. The Fund may without limitinvest in securitiesof companiesfor which atender
or exchange offer has been made or announced and in securities of companies for which a merger,
consolidation, liquidation or reorganizaion proposal has been announced if, in the judgement o the
Investment Adviser, there is a reasonable prospect of capital appreciation significantly greater than the
brokerage and other transaction expensesinvolved.

In general, seaurities which are the subject of such an offer or proposal sell at a premium to their
historicmarket priceimmediaely prior to theannouncement of the offer or may al so discountwhat the stated
or appraised value of the security would beif the contemplated transactionwere approved or consummated.
Such investments may be advantageous when: the discount significantly overstates the risk of the
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contingenciesinvolved; the market significantly undervalues the securities, assets or cash to bereceived by
stockholdersof the prospective portfolio company as aresult of the contemplated transaction; or themarket
fails adequately to recognize the passibility that the offer or proposal may be replaced or superseded by an
offer or proposal of greater value. Theevaluation of such contingenciesrequi resunusuall y broad knowledge
and experience on the part of the Investment Adviser which must appraise not only the value of the issuer
and its component businesses aswell asthe assets or securitiesto bereceived asaresult of the contempl ated
transaction but also the financial resources and business notivation of the offeror and the dynamics and
business climate when the offer or proposd isin process.

In making the investments, the Fundwill not vidate any of itsinvestment restrictions (see below,
"Investment Restrictions") including therequirement that, (i) asto 75% of its total assets, it will not invest
more than 5% of its total assetsin the securities of any oneissuer and (ii) it will not invest more than 25%
of itstotal assetsin any oneindustry. Certaininvestmerts are short-term in nature and will tend to increase
the turnover ratio of the Fund thereby increasing its brokerage and othe transaction expenses.

Unregistered Convertible Securitiesand Other Illiquid Investments As set forth in the Prospectus,
the Fund is nat subject to an independent limitation on the amount it may investin unregistered securities
and other illiquid investments, including repurchase agreements havingamaturity of longer than seven days.

The staff of the Securities and Exchange Commission (the "SEC") has taken the position that
purchased over-the-counter ("OTC") options and the assets used as "cover" for written OTC optionsare
illiquid. Theassetsused ascover for OTC optionswritten by the Fund will be consideredilliquid unlessthe
OTC optionsaresold to qualified deal ers who agreethat the Fund may repurchase any OTC option it writes
at a maximum price to be calculated by aformula set forth in the option agreement. The cover for anOTC
option written subject to this procedure will be considered illiquid only to the extent that the maximum
repurchase price under the option formula exceeds the intrinsic value of the option.

When Issued and Delayed Delivery Securities and Forward Commitments.  As discussed in the
Prospectus, the Fund may purchase securitieson a"when, asand if issued" basis under which the issuance
of the security depends uponthe occurrenceof a subsequent event, such as goproval of amerger, corporate
reorganization or debt restrucuring. The commitment for the purchase of any such security will not be
recognizedin the portfolio of the Funduntil the Investment Adviser determines that i ssuance of the security
isprobable. At suchtime, the Fund will record the transaction and, in determining its net asset value, will
reflect the value of the security daily. At such time, the Fund will also estaldish a segregated account with
its custodian bank in which it will maintain cash or liquid high-grade debt securities at least equal in value
to the amount of its commitments. The Investment Adviser does not believe that the net asset value of the
Fund will be adversely affected by its purchase of securities on this basis.

Foreign Securities Subject to the limitations described in the Prospectus, the Fund may invest in
foreign securities which involve certainrisks not associated with domestic investments.

Among other risks, foreign markets have different clearance and settlement procedures and in
certain markets there have been times when settl ements have failed to keep pace with the volume of
securities transactions, making it difficult to conduct such transactions. Delaysin sttlements could result
in temporary periods when assets of the Fund are uninvested and no return isearned thereon. The inability
of the Fund to make intended security purchases due to settlement problems could cause the Fund to miss
atractive investment opportunities. Inability to dispose of a portfolio security due to settlement problems
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couldresult either in lossesto the Fund dueto subsequent declinesin thevalue of such portfolio seaurity or,
if the Fund has entered into a contract to sell the security, couldresult in possible liaility to the purchaser.

High Yield/High Risk Securities Subject to the limitations described in the Prospectus, the Fund
may invest in high yielding, lower rated bonds, commonly called "junk bonds.” Bondsthat are rated Ba or
lower by Moody'sor BB or lower by S& P, or unrated bonds of comparable quality, are generally considered
to be highyield bonds. These high yield bonds are subject to greater risks than lower yielding, higher rated
debt securities.

Lower rated securities are subject to risk factors such as: (i) vulnerability to economic downturns
and changesin interest rates; (ji) sensitivity to adverse economic changes and corporate devel opments; (iii)
redemption or call provisions which may be exercised at inopportune times; (iv) difficulty in accurately
valuing or disposing of such securities; (v) federal legislation which could affect the market for such
securities; and (vi) special adverse tax consequences associaed withinvestmentsin certain high yi eld, high
risk bonds structured as zero coupon or pay-in-kind securities.

Highyield bonds, like other bonds, may contain redemption or call provisions. If anissuer exercises
these provisionsin adeclining interest rate market, the Fund would have to replace the security with alower
yielding security, resultinginlower return for investors. Conversely, ahighyield bond'svaluewill decrease
in arising interest rate market.

The market for high yield bondsisinsome cases more thinly traded than the market for investment
grade bonds, and recent market quatations may not be available for some of these bonds. Market quotations
are generally available only froma limited number of dealersand may not represent firm bidsfrom such
dedlersor prices for actual sales. Asaresult, the Fund may have greater difficulty vduing the high yield
bondsin its portfolio accurately and disposing of these bonds at the time or price dedred.

Ratings assigned by Moody's and S& Pto high yield bonds, like other bonds, attempt toevaluate the
timeliness of principal and interest payments onthose bonds. However, such ratings do nat assess the risk
of a decline in the market value of those bonds. In addition, ratings may fail to reflect recent eventsin a
timely manner and are subject to change. If arating with respect to a portfolio security is changed, the
Investment Adviser will determine whether the security will be retained based upon the fectors the
Investment Adviser considersin acquiring or holding other securitiesin the portfolio. Investment in high
yield bonds may make achievement of the Fund's investment oljective more dependent on the Investment
Adviser's own credit analysis than is the case for higher rated bonds.

Market prices for high yield bondstend to be more sensitive than those for higher rated securities
due to many of the factors described above, including the creditworthiness of the issuer, redemptionor call
provisions, theliquidity of the secondary tradingmarket and changesin creditratings, aswell asinterest rate
movements and general economic conditions. In addition, yieldson such bondswill fluctuate over time. An
economic downturn could severely disrupt the market for high yield bonds.

Therisk of defaut in payment of principal and interest onhigh yield bonds issignificantly greater
than with higher rated debt securities because high yield bonds are generally unsecured and are often
subordinated to other obligationsof theissuer, and becausetheissuersof highyield bonds usually have high
level sof indebtednessand are more sensitiveto adverse economic conditions, such asrecession or increasing
interest rates. Upon a default, bondholders may incur additional expensesin seekingrecovery.
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Asaresult of al thesefactors, the net asset value of the Fundto the extent it investsinhigh yield
bonds, is expected to be more volatile than the net asset value of funds which invest solely in higher rated
debt securities.

Derivative Instruments.

Options. The Fund may, from time to time, subject to guidelines of the Board of Directors and the
limitations set forth in the Prospectus and applicable rating agency quidelines, 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 additiond return or of hedging thevalue of the
Fund's portfolio.

A call option isa contract that gives the holder of theoption the right to buy fromthe writer 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 theterm of the option. Thewriter of the call option hasthe obligation, upon exercise
of the option, to deliver the underlying security or currency upon payment of the exercise price duringthe
option period.

A put optionisacontract that givestheholder of the option theright, in return for apremium, to sell
totheseller theunderlyingsecurity at aspecified price. The seller of the put optionhasthe obligation to buy
the underlying security upon exercise at the exercise price.

A call option is"covered" if the Fund ownsthe underlying instrument covered by the call or hasan
absolute and immediate right to acquire that instrument without additional cash consideration (or for
additional cash consideration held in a segregated account by its custodian) upon conversion or exchange
of other instruments held inits portfolio. A call optionisalso coveredif the Fund holds acall on the same
instrument as the call written where the exercise price of thecall heldis (i) equal to or lessthan theexercise
priceof thecall written or (ii) greater than the exerciseprice of the call written if the differenceismaintained
by the Fund in cash, U.S. government securities or other liquid securities in a segregated account with its
custodian. A put optionis"covered” if the Fund maintains cashor other high grade short-term obligations
with avalue equal to the exercise pricein asegregated account with its custodian, or else holds a put on the
same instrument &s the put written where the exercise price of the put held is equal to or greater than the
exercise price of the put written. The Investment Adviser, on behalf of the Fund, has no present intention
to engage in uncovered optiontransactions. If theFund haswritten anoption, it may terminate itsobligation
by effecting aclosing purchasetransaction. Thisisaccomplished by purchasingan option of the same series
as the option previously written. However, once the Fund has been assigned an exercise notice, the Fund
will beunableto effect aclosing purchasetransection. Similarly, if the Fund isthe holder of an option it may
liguidateits position by effecting aclosingsale transaction. Thisisaccomplished by sellingan option of the
same series asthe option previously purchased. There can be no assurance that either a closing purchase or
sale transaction can be effected when the Fund so desires.

The Fund will realize aprofit from a closing transaction if the price of the transaction is less than
the premium received fromwriting the option or ismore than the premium paid to purchasethe option; the
Fund will realize aloss from a closing transaction if the price of the transaction is more than the premium
received from writing the option or is less than the premium paid to purchase the option. Since call option
prices generaly reflect increases in the price of the underlying security, any loss resulting from the
repurchaseof acall optionmay also bewholly or partially offset by unrealized appreciationof theunderlying
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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 pricevolatility of the underlyi ng security and the time
remaininguntil the expiration date. Gainsand losseson investmentsin optionsdepend, in part, onthe ability
of the Investment Adviser to predict correctly the effect of these factors. The use of options cannot serve
asacomplete hedge sincethe pricemovement of securitiesunderlying the optionswill not necessarilyfollow
the price movements of theportfolio 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 series. Although the Fund will generally purchase or write only those options for
which there appearsto be an active secondary merket, thereis no assurancethat aliquid secondary market
on an exchange will exist for any particular opti on. In such event it might not bepossible to effect closing
transactionsin particular options, so tha the Fund wou d have to exerciseits optionsin 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, asa covered call option
writer, isunable to effect a closing purchase transaction in a secondary market, it will not be able tosell the
underlying security until the optionexpiresor it delivers the underlying security upon exercise or otherwise
covers the position.

Optionson SecuritiesIndices The Fund may purchase andsell securitiesindex 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 9milar to
options on stocks except that, rather than the right to take or make delivery of stock at a specified price, an
option on asecurities index gives the holder the right to receive, upon exercise of the option, an amount of
cashif the closing level of thesecuritiesindex upon which theoption isbased is greater than, in the case of
acal, or less than, in the case of a put, the exercise price of the option.

The Fund's successful use of options on indices depends upon its ability to predict the direction of
the market andis subject to various additional risks. The correlation between movementsin the index and
the price of the securities being hedgedagainst isimperfect and the riskfrom imperfect correlation increases
asthe composition of the Fund divergesfromthe compositi on of therelevant index. Accordingly, adecrease
in the value of the securities being hedged against may not be wholly offset by a gainon the exerciseor sale
of a securitiesindex put option held by the Fund.

Options on Foreign Currencies. Instead of purchasing or slling 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 a 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 insureagainst adverse currency price movementsin the underlying portfolio asses
designated in a given currency. The Fund's use of options on currencies will be subject to the same
limitations asits use of options on securities, described above and in the Prospectus. Currency options may
be subject to position limitswhich may limit the ability of the Fund tofully hedgeits positions by purchasing
the options.

Asinthe case of interest ratefutures contracts and options thereon, described bd ow, the Fund may
hedge against the risk of adeaease or increasein the U.S. dollar value of aforeign currency denominated
debt security which the Fund owns or intends to acquire by purchasing or selling options contracts, futures
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contractsor optionsthereon with respect to aforeign currency other than theforeign currency in which such
debt security is denominated, where the vdues of such different currendes (vis-avis the U.S. dollar)
historically have a high degree of positive correlation.

Futures Contracts The Fund will enter into futures contracts only for certain bona fide hedging,
yield enhancement and risk management purposes. The Fund may enter into futures contracts for the
purchase or sale of debt securities, financial indices, and U.S. government securities (collectively, "interest
ratefutures contracts"). It may also enter into futures contractsfor the purchase or sal e of foreigncurrencies
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,
"securitiesindices'). The Fund may enter into such futures contractsboth on U.S. and foreign exchanges.

A "sale" of afutures contract (or a"short" futures position) means theassumption 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 contract (or a "long" futures position) means the assumption of a contractual
obligation to acquire the assets underlying the contract at aspecified price at aspecified futuretime Certain
futures contracts are sttled on a net cash payment basis rather than by the sale and delivery of the assets
underlying the futures contracts. U.S. futures contracts have been designed by exchanges that have been
designated as " contract markets' by the Commodity Futures Trading Commission (the"CFTC"), an agency
of theU.S. government, and must be executed through afuturescommissi on merchant, i.e., abrokeragefirm,
which is a member of the relevart contract market. Futures contracts trade on these contract markets and
their affiliated clearing organizations guarantee performance of the cortracts as between the clearing
members of the exchange.

At the time a futures contract is purchased or sold, the Fund must allocate cash or securities as a
deposit payment (initial margin). Itisexpectedthat theinitial marginonU.S. exchangeswill vary from 0.5%
t0 4% of thefacevalue of thecontract. Under certai n circumstances, however, such asduring periodsof high
volatility, the Fund may be required by an exchange to increase the level of its initial margin payment.
Thereafter, the futures contract is valued daily and the payment in cash of "variation margin® may be
reguired, a process known as"mark-to-the-market." Each day the Fund is required to provide or is entitled
toreceive variation marginin an amount equal to any changein theval ue of the contract sincethe preceding
day.

Although futurescontractsby their termsmay call for theactual delivery or acquisition of underlying
assets, in most casesthe contractual obligation isextinguished by offset beforethe expiration of the contract.

The offsetting of a contractual obligation is accomplished by buying (to offset an earlier sale) or
selling (to offset an earlier purchase) an identical futures contract calling for delivery in the same month.
Such atransacti on cancels the obligation to make or take delivery of the underlyi ng commodity. When the
Fund purchases or sells futures contracts, the Fund will incur brokerage feesand 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 dstortions. First, all
participants in the futures market are subject to initial and variation margin requirements. Rather than
meeting additional variation margn requirements, investors may close futures contracts through offsetting
transactions which could distort the normal relationship between the cash and futures markets. Second, the
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liquidity of thefuturesmarket dependsonpartici pantsenteringinto of f setting transactionsrather than making
or taking delivery. To the extent participants decideto make or take delivery, liquidity in the futures market
could be reduced, thus producing price distortions. Third, from the point of view o speculators, the margin
deposit requirementsin thefuturesmarket arelessonerousthan margin requirementsinthe securitiesmarket.
Increased participation by speculators in the futuresmarket may cause temporary price distortions. Thus,
a correct forecast of interest rate trends by the Investment Adviser may still not result in a successful
transaction.

If the Fund seeks to hedge against a declinein the value of its portfolio securities and sells futures
contracts on other securities that historically have had a high degreeof positive correlation to the value of
the portfolio securities, the value of its portfolio seaurities might decline more rapidly than the value of a
poorly correlated futures contract rises. In that case, the hedge will be lesseffective than if the correlation
had been greater. In a similar but more extreme situation, the value of thefutures position might in fact
declinewhilethevdue of the portfolio securitiesholds steady or rises. Thiswould resultinalossthat would
not have occurred but for the attempt to hedge.

Optionson Futures Contracts. The Fund may al so enter into options on futures contractsfor certain
bonafide hedging, yield enhancement and risk management purposes. TheFund may purchase put and call
options and write put and call options on futurescontracts that are traded on U.S. and foreign exchanges.
The Investment Adviser, on behalf of the Fund, has no present intention to engage in uncovered option
transactions. An option on afutures contract givesthe purchaser the right, in return for the premium paid,
to assume a position in afutures contract (along position if the option is a call and a short position if the
optionisaput) at aspecified exercise priceat any time during the option exercise period. Thewriter of the
option isrequired upon exercise to assume ashort futures position (if the option isacall) or along futures
position (if the optionisaput). 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 balancein
the writer's futures margin account which represents the amount by which the market price of the futures
contract at exercise, exceeds, in thecase of acall, or is less than, in the case of a put, the exercise of the
option on the futures contract

The Fund will be considered "covered" with respect to a call option it writes on a futures contract
if the Fund owns the asset which is deliverable under the futures contract or an option to purchase that
futures contract having a strike price equal to or lessthan thestrike 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
maintainswith its custodian for the term of the option, cash or liquid securities equal to the fluctuaing value
of the optioned futures. The Fund will be considered "covered" with respect toa put option it writeson a
futures contract if it owns an option to sell that futures contract having a strike price equal toor greater 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 segregatesand maintains with its custodian for theterm of the option, cash or
liquid securities at al times equal in valueto the exercise price of the put (lessany initial margin deposited
by the Fund withits custodian with respect to such put option). Thereis no limitation on the amount of the
Fund's assets which can be placed in the segregated account.

Writing a put option on afutures contract servesas 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 optionis above the
exercise price, the Fund will retainthe full amount of the option premium which provi des a partia hedge
against any increase that may have occurred in the price of the debt securities the Fund intends to acquire.
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If themarket priceof the underlying futures contractisbel ow the exercise price when the optionisexercised,
the Fund will inaur a loss, which may be wholly or patially offset by the decrease in the value of the
securities the Fund intends to acquire.

Writing a call option on afutures contract serves as a partial hedge against a decrease inthe 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 declinethat may have occurred inthe Fund's holding of debt securities.
If the futures price when the option is exercised is abovethe exercise price, however, the Fundwill incur a
loss, which may be wholly or partially offset by the increase in the value of the securities in the Fund's
portfolio which were being hedged.

The Fund may purchase put options on futures contracts to hedge its portfolio against the risk of a
decline in the value of the debt securities it owns asaresult 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 intends to acquire as a result of declining interest rates or fluctuating
currency exchange rates.

Interest Rate Futures Contracts and Options Thereon. The Fund may purchase or sell interest rate
futures contracts to teke 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
expectedto increase, the Fund might sell futures contractson debt securities the valuesof which historically
have a high degree of positive correlation tothe values of the Fund's portfolio securities. Such asalewould
have an effect similar to selling an equivalent value of the Fund's partfolio securities. |If interest rates
increase, the value of the Fund's portfolio securitieswill decline, but the val ue of the futures contractsto the
Fund will increase at approximately an equivalent ratethereby keeping the net asset value of the Fund from
declining as much as it otherwise would have. The Fund could accomplish similar results by selling debt
securities with longer maturities and investing in debt securities with shorter maturities when interest rates
are expected to increase. However, since the futures market may be more liquid than the cash market, the
use of futures contracts as a risk management technique allows the Fund to maintain a defensive position
without having to sell its portfolio securities.

Similarly, the Fund may purchaseinterest ratefutures contracdswhenit isexpected that interest rates
may decline. The purchase of futures contracts for this purpose constitutes ahedgeagainst increasesin 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 approximete that of the debt
securities that will be purchased, the Fund can take advantage of the anticipated rise in the cost of the debt
securitieswithout actudly buying them. Subsequently, the Fund can makeitsintended purchase of the debt
securitiesin the cash market and currently liquidate itsfutures position. To the extent the Fund entesinto
futures contracts for this purpose, it will maintainin a segregated asset account with the Fund's custodian,
assets sufficient to cover the Fund's dbligationswith respect to such futures contracts, which will consist of
cash or other liquid securitiesfrom its portfolio in anamount equal to the difference betweenthe fluctuating
market vdue of such futures contractsand the aggregate value of theinitial margn deposited by the Fund
with its custodian with respect to such futures contrects.

The purchase of a call option on afutures contract is similar in some respeds to the purchase of a
call option on an individual security. Depending on the pricing of the option compared to either the price
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of the futures contract upon whichit isbased or the price of the underlyingdebt securities, it may or may not
be less risky than ownership of thefutures contract or underlying debt securities. As with the purchase of
futures contracts, when the Fund is nat fully invested it may purchase a call option on afutures contractto
hedge against a market advance due to declining interest rates.

The purchase of a put option on afuturescontract issimilar to thepurchase of protective put options
on portfolio securities. The Fund will purchase a put option on a futures contract to hedge the Fund's
portfolioagainst therisk of rising interest ratesand consequent reductionin the value of portfolio securities.

The writing of acall option on afutures contract constitutesa partial hedge against decliningprices
of the securitieswhich are deliverable upon exercise of thefutures contract. If thefutures 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 holdngs. 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 futurescontract. 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
providesapartial hedge against any increase in the price of debt securitiesthat the Fund intendsto purchase.
If aput or call option the Fund has written is exercised, the Fund will incur aloss which will be reduced by
theamount of the premiumit received. Dependingon the degree of correlation between changesinthevalue
of its portfolio securities and changes in the val ue of its futures positions, the Fund's |asses from options on
futures it has written may to some extent be reduced or increased by changes in the value of its portfolio
securities.

Currency Futures and Options Thereon. Generally, foreign currency 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 afuture time. By selling currency futures, the
Fund will seek to establish the number of dollarsit will receive at delivery for a certain amount of aforeign
currency. Inthisway, whenever the Fund anticipates adeclinein the valueof aforeign currency against the
U.S. dollar, the Fund can attempt to "lockin" the U.S. dollar valueof some or all of thesecuritiesheldinits
portfoliothat are denominated inthat currency. By purchasingcurrency futures, the Fund can establish the
number of dollarsit will be required to pay for aspecified amount of aforeign currency in a future month.
Thus, if the Fund intends to buy securities in the future and expects the U.S. dollar to decline against the
relevant foreign currency during the period before the purchaseis effected, the Fund can attempt to "lock in"
the price in U.S. dollars of the securities it intendsto acquire.

The purchase of options on currency futures will allow the Fund, for the price of the premium and
related transaction costs it must pay for the option, to decide whether or not to buy (in the case of a call
option) or to sell (in the case of a put option) a futurescontract at a specified price at any time during the
period before the option expires. If the Investment Adviser, in purchasing an option, has been carrect in its
judgment concerning the direction in which the price of aforei gn currency woul d move as against the U.S.
dollar, the Fund may exercise the option and thereby take a futures position to hedge against therisk it had
correctly anticipated or close out the gption position at a gain that will offset, to some extent, currency
exchange losses otherwise suffered by the Fund. If exchange rates move in away the Fund did not
anticipate, however, the Fund will have incurred the expense of the option without obtaining the expected
benefit; any suchmovement in exchange rates may al 0 thereby reducerather thanenhancethe Fund'sprofits
on its underlying securities transactions.



Securities Index Futures Contracts and Options Thereon. Purchases or sales of securities index
futures contracts are used for hedging purposes to attempt to protect the Fund's current or intended
investments from broad fluctuationsin stock orbond prices. For example, the Fund may sell securitiesindex
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 otherwiseresult. 1f such decline occurs, thelossin value
of portfolio securities may be offset, in whole or part, by gains on the futures position. Whenthe Fund is
not fully inveged in the securities market and anticipates a significant market advance, it may purchase
securitiesindex futures contracts in order to gain rapid market exposurethat 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 positionsin securitiesindex futures contractswill be closed out. The Fund may write put and
call options on securities index futures contracts for hedgng purposes.

Limitations on the Purchase and Sale of Futures Contracts and Options on Futures Contracts.
Subject to the guidelines of the Board of Directors, the Fund may engagein transectionsin futures contracts
and options hereon only for bonafide hedging, yield enhancement and risk management purposes, in each
case in accordance with the rules and regulations of the CFTC.

Regulations of the CFTC applicable to the Fund permit the Fund's futures and options on futures
transactionstoinclude (i) bonafide hedging transactionswithout regard to the percentage of theFund'sassts
committedto margin and option premiumsand (ii) non-hedgingtransactions, provided that the Fund notenter
into such non-hedging transections if, immediately thereafter, the sum of the amount of initial margin
depositson the Fund's existing futures positionsand option premiums would exceed 5% o the market value
of the Fund'sliquidating vdue, after taking into account unrealized profitsand unrealized | osses onany such
transactions.

In addition, investment in future contractsand related options generally will belimited by therating
agency guidelines applicable to any of the Fund's outstanding preferred stock.

Forward Currency Exchange Contracts. The Fund may engagein currency transactionsother than
on futures exchanges to protect against future changesin the level of future currency exchange rates. The
Fund will conduct such currency exchange transactions eithe on a spot, i.e., cash, basis at the rate then
prevailing in the currency exchange market or on a forward basis, by entering into forward contracts to
purchaseor sell currency. A forward contract on foreign currency involvesan obligation to purchaseor sell
aspecific currency at afuture date, which may be any fixed number of days agresd upon by the partiesfrom
the date of the contract, at a price set on the dateof the contract. Therisk of shifting of aforward currency
contract will be substantially the same as afutures 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
receivablesor payablesof the Fund generally arising in connedion with the purchase or saleof its portfolio
securities and accruals of interest receivable and Fund expenses. Position hedging is theforward sale of
currency with respect to portfolio security positionsdenominated or quoted in that currency or in acurrency
bearing a high degree of positi ve correlati on to the value of that currency.

The Fund may not position hedge with respect to a particular currency for an amount greater than
the aggregate market val ue (determi ned at the time of making any saleof forward currency) of the securities
heldinits portfoliodenominatedor quotedin,or currently convertibleinto, such currency. 1fthe Fund enters
into a position hedging transaction, the Fund's custodian or subcustodian will place cash or other liquid
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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 securitieswill be placed in the account so that the value of
the account will, at al times, equal the amount of the Fund's commitment with respect to the forward
contract.

At or before the maturity of aforward salecontract, the Fund may either sdl aportfolio security and
make delivery of the currency, or retain the security and offset its contractual obligations to deliver the
currency by purchasing asecond contract pursuant to whichthe Fund will obtain, on the samematurity date,
the same amount of the currency which it is obligated to delivery. If the Fund retainsthe portfolio security
and engagesin an offsetting transaction, theFund, at thetime of execution of the off<etting transadion, will
incur again or aloss to the extent that movement has occurred in forward contract prices. Should forward
pricesdecline during the period between the Fund's enteringinto aforwardcontract for the sale of acurrency
and the date it entersinto an offsetting contract for thepurchase of the currency, the Fund will realize again
to the extent the price of the currency it has agreed to purchase is less than the price of the currency it has
agreed to sell. Should forward prices increase, the Fund will suffer aloss to the extent the price of the
currency it hasagreed to purchase exceedsthe priceof the currency it hasagreedto sell. Closingout forward
purchase contracts involves similar offsetting transactions.

The cost to the Fund of engagingin currency transactions varies with factorssuch 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 bads, no fees or commissions are
involved. The use of foreign currency contracts does not eliminate fluctuationsin the underlying prices of
the securities, but it does establish arate of exchangethat can beachievedinthefuture. Inaddition, although
forward currency contractslimit the risk of 1oss due to a dedine in the value of the hedged currency, they
aso limit any potential gain that might result if the value of the currency increases.

If adeclineinany currency isgenerally anticipated by the I nvestment Adviser, the Fund may not be
ableto contract to sell the currency at aprice 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 gptions thereon will be subject to the devel opment
and maintenanceof liquid markets. Although the Fund generally will purchase or sell only those futures
contractsand optionsthereon for whichthere appearsto bealiquid market, thereisno assurancethat aliquid
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 futures contract or option thereon in which the Fund
maintains a position, it will not be possible to effect a closing transaction in that contract or to do so at a
satisfactory price and the Fund would have to either make or take delivery under the futures contract or, in
the case of awritten option, wait to sell the underlying securities until the option expires or is exercised or,
in the case of apurchased option, exercise the option. In the case of afutures contract or an option thereon
which the Fund has written and which the Fund is unable to close, the Fund would be required to maintain
margin deposits on the futures contract or option thereon and to makevariation margin payments until the
contract is closed.

Successful use of futures contracts and optionsthereon andforward contracts by the Fund is subject

totheability of the Investment Adviser to predictcorrectly movementsinthedirectionof interest andforeign
currency rates. If the Investment Adviser's expectations are not met, the Fund will be in aworse position
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than if ahedging strategy hadnot been pursued. For example, if the Fund has hedged against the possibility
of anincreaseininterest ratesthat would adversely affect the price of securitiesin its portfolio and the price
of such securitiesincreases instead, the Fund will lose part or all of the bendfit of the increased value of its
securities because it will have offsetting lossesinitsfutures positions. Inaddition, in auch situations, if the
Fund hasinsufficient cash to meet daily variation margin requirements, it may have to sell securitiesto meet
therequirements. These salesmay be, but will not necessarily be, at increased priceswhichreflect therising
market. The Fund may have to sell securities at atime when it is disadvantageous to do so.

Additional Risks of Foreign Options, Futures Contracts, Options on Futures Contracts and Forward
Contracts. Options, futurescontractsand optionsthereon and forward contracts onsecuritiesand currencies
may be traded on foreign exchanges. Such transactions may not be requlated as effectively as similar
transactionsinthe U.S., may not involve aclearing mechan sm and rel ated guarantees, and are subject to the
risk of governmental actions affecting trading in, or the prices of, foreign securities. The value of such
positionsalso could be adversely affectedby (i) other complex foreign political, legal and economic factors,
(i) lesser availability thanin theU.S. of dataon which to meke tradingdecisions, (iii) delaysin the Fund's
ability to act upon economic events occurringin the foreign marketsduring non-businesshoursinthe U.S.,
(iv) theimposition of different exercise and settlement terms and procedures and margin reguirements than
inthe U.S. and (v) lesser trading volume.

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

Risks of Currency Transactions. Currency transactions are al so subject to risks different fromthose
of other portfolio transactions. Becausecurrency cortrol isof great importance to theissuing governments
and influences economic planning and policy, purchases and sales of currency and relatedinstruments can
be adversely affected by government exchange controls, limitations or restrictions on repatriation of
currency, and manipu ation, or exchangerestrictionsimposedby govemments. Theseformsof governmental
action can resuit in losses to the Fund if it isunable to deliver or receive currency or moniesin settlement
of abligationsand could al so cause hedgesit hasentered into toberendered usel ess, resultinginfull currency
exposure as well as incurring transaction costs.

Repurchase Agreements. The Fund may engage in repurchase agreements as set forth in the
Prospectus. A repurchase agreement is aninstrument under which the purchaser, i.e., the Fund, acquires a
debt security and the seller agrees, at the time of the sale, to repurchase theobligation at a mutually agreed
upon time and price, thereby determining the yield during the purchaser's holding period. Thisresultsin 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 df such underlying securities together with any other collateral held by the
Fund, always equals or exceeds the amount of therepurchase obligations of the counter party. The Fund's
riskisprimarily that, if the seller defaults, the proceeds from the disposition of the underlying securitiesand
other collateral for the seller'sobligation are lessthan the repurchase price. If the seller becomesinsolvent,
the Fund might be delayedin or prevented from selling the collateral. 1n theevent of adefault or bankruptcy
by a seller, the Fund will promptly seekto 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 therepurchase price, the
Fund will experience aloss.



If the financial institution which is a party to therepurchase agreement petitions for bankruptcy or
becomessubject to the United States Bankruptcy Code, the law regarding therights of the Fund is unsettled.
Asaresult, under extreme circumstances, there may be arestriction on the Fund's ability to sell the collateral
and the Fund would suffer aloss.

Loans of Portfolio Securities. Consistent with applicableregulatory requirements, the Fund may lend
its portfolio securities to securities broker-dealers or financial institutions, provided that such loans are
callableat any time by the Fund (subject to notice provisions described below), andare at all times secured
by cash or cash equival ents, which are maintained in a segregated account pursuant to applicabl e 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
earnsinterest on the cash amounts deposited as collateral, which will beinvested in short-term obligations.
The Fund will not lend its portfolio securities if such loans are not permitted by the laws or regulations of
any stateinwhichitsstock isqualified for sale. TheFund'sloansof portfolio securitieswill be collateralized
in accordance with applicable regulatory requirements and no loan will cause the value of all loaned
securitiesto exceed 33% of the value of the Fund'stotal assets. The Fund'sability to lend portfoliosecurities
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 failsto deliver the loaned securities within fivedays after receipt
of notice, the Fund could use the col | ateral toreplace the securitieswhile holdingthe borrower liablefor any
excess of replacement 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 collaeral should the borrower of the securities fal
financially. However, these loans of portfolio securitieswill only be made to firms deemed by the Fund's
management to be creditworthy and when the income which can be earned from such loansjustifies the
attendant risks. The Board of Directors will oversee the creditworthiness of the contracting parties on an
ongoing basis. Upon termination of the loan, the borrower is required to return the securities to the Fund.
Any gain or loss in the market price duri ng the loan peri od would inure to the Fund. The risks associated
with loans of portfolio securities are substantially similar to those associated with repurchase agreements.
Thus, if the counter party to the loan petitions for bankruptcy or becomes subject to the United States
Bankruptcy Code, the law regarding the rights of the Fund is unsettled. As a result, under extreme
circumstances, there may be arestriction on theFund's ability to sell the collateral and the Fund would suffer
aloss. When voting or consent rights which accompany |oaned securities passtothe borrower, the Fund will
follow the policy of callingthe loaned seaurities, to be delivered within one day after notice, to permit the
exercise of such rightsif the mattersinvolved would have a material effect onthe Fund'sinvestmert in such
loaned securities. TheFundwill pay reasonabl efinder's, administrative and custodial feesin connedionwith
aloan of its securities.



INVESTMENT RESTRICTIONS

The investment restrictions listed below have been adopted by the Fund as fundamental policies,
except as otherwise indicated. Under the 1940 Ad, afundamental policy may not be changed without the
vote of amajority of the outstanding voting securities of the Fund and the vote of amajority of the preferred
shares, voting asasingle class, asdefined inthe 1940 Act. Such amajority isdefined asthelesser of (i) 67%
or more of the shares present at a meeting of stockholders, if the holders of 50% of the outstanding shares
of the Fund are present or represented by proxy or (ii) more than 50% of the outstanding shares of the Fund.

Under its investment restrictions the Fund may not:

Purchase the securities of any one issuer, other than the United States government or any
of itsagencies or instrumentalities, if immediaely after such purchase more than 5% of the
value of itstotal assets would beinvested in suchissuer or the Fund would own more than
10% of the outstanding voting securities of such issuer, except that up to 25% of the value
of the Fund's total assets may be invested without regard to such 5% and 10% limitations.

Purchase or otherwise acquire real estae or interests therein, although the Fund may
purchase securities of issuerswhich engage in real estate operations and securities secured
by real estate or interests therein.

Purchase or otherwise acquire or sell commodities or commodity contracts except that the
Fund may purchase or sell financial futures contracts and related options thereon.

Purchase oil, gas or other mineral leases, rights or royalty contracts, or exploration or
development programs, except that the Fund may invest in the securities of companies
which operate, invest in, or sponsor such programs.

Purchase securities of other investment companies, except in connection with a merger,
consolidation, reorgani zation or acquisition of assets, except that the Fund reservestheright
to invest up to 5% of its total assets in not more than 3% of the securities of any one
investment company includingsmall businessinvestment companiesor invest up to 10% of
its total assets inthe securities of investment companies, nor make any such investments
other than through purchases in theopen market where to thebest information of the Fund
no commission or profit to a sponsor or deder (other than the customary broker's
commission) results from such purchase.

Pledge its assets or assign or otherwise encumber them except to secure permitted
borrowings. For the purpose of thisrestriction, cdlateral arrangements withrespect to the
writing of options or entering into financial futures transactions or forward contracts, or
when issued or delayed delivery securities are not deemed to be pledgesof assets and such
arrangements are not deemed to be the issuance of a senior security as described in the
immediately following restriction.

I ssue senior securities except to the extent permitted by applicable law.



. Borrow money except for shortterm credits from banks as may be necessary for the
clearance of portfolio transaction and for temporary or emergency purposes to the extent
permitted by applicable law.

. Make loans of money or securities, except: (a) that the Fund may engage in repurchase
agreementsas set forth in the Prospectus and (b) the Fund may lend its portfolio securities
consistent with applicable regulatory requirements and as set forth in the Prospectus.

. Make short sales of securities or maintainashort position, unless at all times whena short
positionisopen, it either ownsan equal amount of such securities or owns securitieswhich,
without payment of any further consideration, are convertible into or exchangeable for
securities of the same issueas, and equal in amount to, the securities sold short.

. Engage in the underwriting of securities, except insofar as the Fund may be deemed an
underwriter under the Securities Act of 1933, as amended, in disposing of a portfolio
security.

. Invest for the purpose of exercising control or management o any other issuer.

. Invest more than 25% of the value of itstotal assetsin any one industry.

If a percentagerestriction is adhered to at the time of investment, a later increase or decrease in
percentage resulting from a change in values of portfolio securities or amount of total or net assetswill not
be considered a violation of any of the foregoing restrictions.



MANAGEMENT OF THE FUND
Directors and Officers

Overall responsibility for management and supervision of the Fund restswithitsBoard of Directors.
TheBoard of Directorsapprovesall signficant agreements betweenthe Fund and the companiesthat furnish
the Fund with services, including agreements with the Investment Adviser, State Street Bank and Trust
Company, the Fund's custodian (the "Custodian’'), EquiServe Trust Company ("EquiServe"), the Fund's
transfer agent and dividend disbursing agent with respect to the Series B Preferred, and The Bank of New
York, the Fund's auction agent, paying agent and registrar with respect to the Series C Auction Rate
Preferred. Theday-to-day operations of the Fund are delegated to the Investment Adviser.

The names and business addresses dof the directors and principal officers of the Fund are set forth
inthefollowingtable, together with their positions andtheir principal occupations during the pad five years
and, in the case of the directors, their positions with certain other organizations and companies.

Number of
Term of Funds in
Name (And Age), Office and Fund Other
Position with the Fund  Length of Complex Principal Directorships
and Time Overseen by  Occupation During Held by
Business Address' Served’ Director Past Five Years Director
INTERESTED
DIRECTORS®:
Mario J. Gabelli Since 22 Chairman of the Board Director of Morgan
Director, President and 1989*** and Chief Executive  Group Holdings, Inc.
Chief Investment Officer Officer of Gabelli (holding company);
Age: 60 Asset Management Vice Chairman of

Inc. and Chief Lynch Corporation
Investment Officer of (diversified
Gabelli Funds, LLC  manufacturi ng)
and GAMCO

Investors, Inc;

Chairman and Chief

Executive Officer of

Lynch Interactive

Corporation

(multimedia and

services)



Name (And Age),
Position with the Fund
and
Business Address'

Karl Otto Pohl”
Director
Age: 72

NON-INTERESTED
DIRECTORS:

E. Val Cerutti
Director
Age: 62

Anthony J. Colavita*
Director
Age: 66

Dugald A. Fletcher
Director
Age: 72

Term of
Office and
Length of

Time

Served’

Since
1992% **

Since
1989+ *

Since
1989*

Since
1989* *

Number of
Funds in
Fund
Complex
Overseen by
Director

31

33

Principal
Occupation During
Past Five Years

Member of the
Shareholder
Committee of Sal
Oppenheim Jr. & Cie
(private investment
bank); Former
President of the
Deutsche Bundesbank
and Chairman of its
Central Bank Council
(1980-1991)

Chief Executive
Officer of Ceruti
Consultants, Inc.;
Former President and
Chief Operating
Officer of StellaD'oro
Biscuit Company
(through 1992);
Adviser, lona Col lege
School of Business

President and Attorney

at Law in the law firm
of Anthony J.
Colavita, P.C.

President, Fletcher &
Company, Inc,;
Former Director and
Chairman and Chief
Executive Officer of
Binnings Building
Products, Inc. (1997)

Other
Directorships
Held by
Director

Director of Gabelli
Asset Management
Inc. (investment
management);
Chairman, Incentive
Capital and Incentive
Asset Management
(Zurich); Director at
Sal Oppenheim Jr. &
Cie, Zurich

Director of Lynch
Corporation

Director of Haris
and Harris Group,
Inc. (venture capital)



Name (And Age),
Position with the Fund
and
Business Address'

Anthony R. Pustorino
Director
Age: 76

Werner J. Roeder, MD*
Director
Age: 61

Anthonie C.van EKkris*
Director
Age: 67

Salvatore J. Zizza
Director
Age: 56

OFFICERS:

Bruce N. Alpert
President
Age: 51

Number of

Term of Funds in
Office and Fund
Length of Complex

Time Overseen by

Served’ Director
Since 17
1989**

Since 26
2001***

Since 18
1992*

Since 9

1991*

Since 2003

Principal
Occupation During
Past Five Years

Certified Public
Accountant; Professor
Emeritus, Pace
University

Medical Director of
Lawrence Hospital
and practicing private
physician

Managing Director of
BALMAC
International, Inc.

Chairman, Hallmark
Electrical Supplies
Corp.; Former
Executive Vice
President of FMG
Group (OTC), a
healthcare provider.

Executive Vice
President and Chief
Operating Officer of
Gabelli Funds, LLC
since 1988 and an
officer of all mutual
funds advised by
Gabelli Funds, LLC
and its affiliates;
Director and President
of Gabelli Advisors,
Inc.

Directorships

Board Member of
Hollis Eden
Pharmaceutical s



Number of

Term of Funds in
Name (And Age), Office and Fund Other
Position with the Fund  Length of Complex Principal Directorships
and Time Overseen by  Occupation During Held by
Business Address' Served* Director Past Five Years Director
Gus Coutsouros Since 2003 _ Vice President and
Vice President and Chief Financial
Treasurer Officer of Gabelli
Age: 40 Funds, LLC since
1998 and an officer of
al mutual funds
advised by Gabelli
Funds and its affiliates
and Chief Financial
Officer of Gabelli
Advisersinc. Priorto
1998, Treasurer of
Lazard Funds.
Peter W. Latartara Since 1998 - Vice President of the -
Vice President Fund since 1998.
Age: 35 Vice President of
Gabélli & Company,
Inc. from 1996
James E. McKee Since 1995 - Vice President, .
Secretary General Counsel and
Age: 38 Secretary of Gabelli

Asset Management
Inc. since 1999 and
GAMCO Investors,
Inc. since 1993;
Secretary of all mutual
funds advised by
Gabelli Advisers, Inc.
and Gabelli Funds,
LLC

Non-resident director with no authorized agent in the United States.

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

TheFund's Board of Directorsisdivided into three classes, each classhaving aterm of three years. Each year theterm of office
of one class expires and the successor or successors elected to such class serve for athree year term. The three year term for
each class expires as follows:

* Termexpiresat the Fund's 2003 Annual M eeting of Stockholdersand until ther successorsareduly elected and qudified.
**  Termexpiresat the Fund's 2004 Annual M eeting of Stockholdersand until thar successorsareduly el ected and qudified.
***  Termexpiresat the Fund's 2005 Annual Meding of Stockholdersand until their successorsare duly eleded and qualified.
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"Interested person” of the Fund as defined in the Investment Company Act of 1940. Messrs. Gabelli and Pohl are each
considered an “interested person” because of thar affiliation with Gabélli FundsLLC which acts as the Fund's invedment

adviser.
4 Represents holders of the Preferred Stock.

TheBoard of Directors of the Fund are divided into three classes, withaclass having atermof three
years except as described below. Each year the term of office of one class of directors of the Fund will
expire. However, to ensurethat the term of aclass of the Fund's directors expires each year, one class of the
Fund's directorswill servethree-year tams. Thetermsof Messrs. Colavita, van Ekrisand Zizzaasdirectors
of the Fund expire in 2003; the terms of Messrs. Hetcher and Pustorino as directors of the Fund expirein
2004; and theterms of Messrs. Gabelli, Pohl, Cerutti and Dr. Roeder as directorsof the Fund expirein 2005.

Name of Director Dollar Range of Equity Aggregate Dollar Range of
Securities in the Fund Equity Securities in all
Registered Investment
Companies Overseen by
Directors in Family of
Investment Companies

INTERESTED DIRECTORS

Mario J. Gabelli

Karl Otto Pohl A A

DISINTERESTED DIRECTORS

E. Va Cerutti

Anthony J. Colavita

Dugald A Fletcher

Anthony R. Pustorino

Werner J, Roeder, MD

Anthonie C. van Ekris

Salvatore J. Zizza

mO[(>|O|m|m|[O
mim|m/|mj |m;|m/m

KEY TO DOLLAR RANGES
None

$1 - $10,000

$10,001 - $50,000

$50,001 - $100,000

Over $100,000

moow» *

All stock was valued as of Decamber 31, 2002.



The Directors serving on the Fund's Nominating Committee are Messrs. Anthony J. Colavita,
Chairman of the committee, and Salvatore J. Zizza. The Nominating Committee is responsible for
recommending qualified canddates to the Board in the event that a position is vacated or created. The
Nominating Committee would consider recommendations by stockholdersif avacancy wereto 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 compensation
committee.

Messrs. Anthony R. Pustorino, Chairman, Anthony J. Colavita, and Salvatore J. Zizzaserve on the
Fund's Audit Committee and these directors are not "interested persons’ of the Fund as definedin the 1940
Act. The Audit Committeeisresponsible for reviewing and evaluating issues related to theaccounting and
financial reporting policies and internal controls of the Fund and the internal controls of certain service
providers, overseeing thequality and objectivity of theFund'sfinancial statements andthe audit thereof and
to act as aliaison between the Board of Directors and the Fund's independent accountants. During the year
ended December 31, 2002, the Audit Committee met twice.

The economic terms of the Advisory Agreement between the Fund and its Investment Adviser were
unanimously approved by the Fund'sBoard of Directorsat its May 22, 2002 meeting. The Board's approval
included amajority of the Directorswho are not partiesto the Advisory Agreement or interested persons of
any such party (as such termis defined in the 1940 Act). In approvingthe 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 thelnvestment Adviser of its relationship with the Fund, economies
of scale and comparative fees and expense ratios.

The Fund and theInvestment Adviser have adopted a code of ethics (the "Code of Ethics") under
Rule 17j-1 of the 1940 Act. The Code of Ethics permits personnel, subject to the Code of Ethics and its
restricti ve provisions, to invest in securities, including securities that may be purchased or held by the Fund.
The Code of Ethics can be reviewed and copiedat the United States Securities and Exchange Commission's
Public Reference Room in Washington, D.C. Information on the operationsof the Reference Roommay be
obtained by calling the Securities and Exchange Commission at (202) 942-8090. The Code of Ethicsisalso
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 obtained, after payinga duplicating fee, by
electronic request at thefollowing email 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 withthe Investment Adviser or its affiliates afee
of $5,000 per year plus $750 per meeting attended, together with each director's actual out-of-pocket
expenses relating to attendance at such meetings.

The following table shows certain compensation information for the directors and officers of the
Fund for the fiscal year ended Decamber 31, 2002. Mr. Latartara is employed by the Fund and his
compensation is evaluated and approved by the directors. Other officers who are employed by the
Investment Adviser receive no compensation or expensereimbursement from the Fund.



Compensation Table For the Fiscal Year Ended December 31, 2002

TOTAL
COMPENSATION
FROM THE FUND

AND FUND
AGGREGATE COMPLEX PAID
NAME OF PERSON AND COMPENSATION TO DIRECTORS/
POSITION* FROM THE FUND OFFICERS
MARIO J. GABELLI $0 $0
Chairman of the Board (22)
E. VAL CERUTTI Director (7) $8,750 $23,250
ANTHONY J. COLAVITA Director (33) $9,750 $152,286
DUGALD A. FLETCHER Director (2) $9,250 $17,250
KARL OTTO POHL Director (31) $0 $0
ANTHONY R. PUSTORINO Director (17) $9,750 $132,286
WERNER J. ROEDER, MD Director (26) $8,750 $97,786
ANTHONIE C. van EKRIS Director (18) $8,750 $67,250
SALVATORE J. ZIZZA Director (9) $10,250 $73,750
TOTAL** $65,250
* Representsthe 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 asthe Fund because they have common or affiliged investment alvisers. The nummber in
parenthesis represents the number of such investment companies and portfolios.

* Doesnotinclude$2,202 of out of pocket Diredor expenses, whichwould bring total Director compensati on/expensesfrom
the Fund to $67,452.

For his services as Vice President of the Fund, Mr. Latartara, received compensationin 2002 of $97,500.
Indemnification of Directors and Officers; Limitations on Liability

Subject to limitationsimposed by the 1940 Act, the Funds Charter limitsthe liakility of the Fund's
directorsand officersto theFund and its stockhol dersto thefullest extent permitted by Maryland law. Under
Maryland law, Maryland corporationsmay limit their directors and officers'liability for money damagesto
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 profit actually received or (ii) that a judgment or other final
adjudication adverseto adirector or of ficer i sentered in aproceeding based on afi nding that such di rector's
or officer'sadion, or failureto act, wasthe result of active and deliberate dishonesty and was material to the
cause of acti on adjudicated in the proceeding.

The Charter also provides for the indemrmification 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
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directors and officers, or officers of another corporation that serve at the request of the indemnifying
corporation, against judgments, penalties, fines, settlements and reasonabl e expenses (including attorneys
fees) actually incurred in connectionwith 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
corporationinwhich such director or officer isadjudicated liableto the corporation), in which they are made
parties by reason of being or having been directorsor officers, unlessit 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 active and deliberate dshonesty, (ii) the director or officer actually received an
improper personal benefit in money, property or services or (iii) in the case of any criminal proceeding, the
director or officer had reasonable cause to believe tha the act or omission wasunlawful. Maryland law also
provides that, unless limited by the corporation's charter, a corporation will indemnify present and past
directors and officers who are successul, 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 reasonabl e expenses (including attorneys fees) incurred in connection with such proceeding The
Fund's Charter does not limit the extent of thisindemnity.

Investment Advisory and Administrative 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 isaNew Y ork corporation with principal
officeslocated at OneCorporate Certer, Rye, New York 10580. The Investment Adviser wasorganizedin
1999 and is the successor to Gabelli Funds, Inc., which wasorganized in 1980. As of December 31, 2002,
thelnvestment Adviser acted asregi stered i nvestment advi sersto 18 management investment companieswith
aggregate net assets of $8.7 billion. The Investment Adviser, together with other affiliated investment
advisers noted below, had assets under management totaling $20.3 billion, as of December 31, 2002
GAMCO Investors, Inc., an affiliate of the Investment Adviser, acts asinvestment 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, 2002. Gabelli
Fixed Income LLC, an &ffiliate of the Investment Adviser, acts asinvestment adviser for The Treasurer's
Fund and separate accounts having aggregate assets of $1.6 billion under management as of December 31,
2002. Thelnvegment Adviser isawholly-ownedsubsidiary of Gabelli Asset Management Inc., aNew Y ork
corporation, whose Class A Common Stock istraded on the New Y ork Stock Exchange under the symbol
"GBL." Mr. Mario J. Gabelli may be deemed a " controlling person” of the Investment Adviser on the basis
of hisownershipof amajority of the stock of the Gabelli Group Capital Partners, Inc., whichownsamajority
of the capital stock of Gabelli Asset Management Inc.

Under the terms of the Advisory Agreement, the Investment Adviser manages the portfolio of the
Fund in accordance with its stated investment objective and policies, makes investment decisions for the
Fund, places orders to purchase and sell securities onbehalf of the Fund and manages itsother business and
affairs, all subject to the supervision and direction of the Fund's Board of Directors. In addition, under the
Advisory Agreement, thel nvestment A dviser overseestheadministration of all aspectsof the Fund'sbusiness
and affairs and provides, or arranges for athers to provide, at the Investment Adviser's expense, certain
enumerated services, including maintaining the Fund's books and recards, preparing reports to the Funds
stockholdersand supervising the calculation of thenet asset value of its stock. All expenses of computing
the net asset val ue of the Fund, includingany equipment or services obtained solelyfor the purposeof pricing
shares or valuing its investmert portfolio, will be an expense of the Fund under its Advisory Agreement
unless the Investment Adviser voluntarily assumes responsibility for such expense.
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The Advisory Agreement combines investment advisory and administrative responsibilitiesin one
agreement. For services rendered by the Invesment Adviser on behalf of the Fund under the Advisory
Agreement, the Fund pays the Invegment Adviser afee computed daily andpaid 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 itsinvestment advisory fee attributabl e to an amount of assets of theFund
equal to the aggregate stated vdue of the applicable series of its preferred stock for any calendar year in
which the net asset value total return of the Fundall ocable 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 seriesisissued and the final year such seriesis outstanding.

The Advisory Agreement provides that in the absence of willful misfeasance, bad faith, gross
negligenceor recklessd sregard for its obligationsand duti esthereunder, thel nvestment Adviser isnotliable
for any error or judgment or mistake of law or for any laoss suffered by the Fund. As part of the Advisory
Agreement, the Fund has agreedthat the name " Gabelli" isthe Investment Adviser's property, and that in the
event the Invegment Adviser ceases to act as an investment adviser to the Fund, the Fund will change its
name to one not including "Gabdli."

Pursuant to itsterms, the Advisory Agreement will remain in effect with respect to the Fund until
the second anniversary of stockholder approval of such Agreement, and from yea to year thereafter if
approved annually (i) by the Fund's Board of Directors or by the holders of a mgjority of its outstanding
voting securities and (ii) by a magjority of thedirectors who are not "interested persons' (as defined in the
1940 Act) of any party to the Advisory Agreement, by vote cast in person atameeting called for the purpose
of voting on such approval. The Advisory Agreement was initially approved by the Board of Directors at
ameeting held on June 5, 1989 and was approved most recently by the Board of Directorson May 22, 2002.
The Advisory Agreement terminates automatically onits assignment and may be terminated without pendty
on 60 days written notice at the option of either party thereto or by a vote of a mgjority (as defined in the
1940 Act) of the Fund's outstanding shares.

For each of the years ended December 31, 2000, December 31, 2001, and December 31, 2002, the
Investment Adviser waspaid $822,916, $750,049, and $687,016 respectively, for advisory and administrative
services rendered to the Fund.

PORTFOLIO TRANSACTIONS

Subject to policies established by the Board of Directors of the Fund, the Investment Adviser is
responsible for placing purchase and sale orders and the allocation of brokerage on behalf of the Fund.
Transactionsin equity securitiesarein most caseseffected on U.S. stock exchanges and involve the payment
of negotiated brokerage commissi ons. In general, there may be nostated 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 affili ates of the Fund. However, Gabelli &
Company, Inc. may execute transections in the over-the-counter markets on an agency basis and receive a
stated commission therefrom. To the extent consistent with applicable provisionsof the 1940 Act and the
rules and exemptions adopted by the SEC thereunder, as well as other regulatory requi rements, the Fund's
Board of Directorshave determinedthat portfoliotransactionsmay beexecuted through Gabelli & Company,
Inc. and its broker-dealer affiliates if, in the judgment of the Investment Adviser, the use of those broker-
dealersis likely toresult in price and execution at least as favorable as those of other qualified broker-

B-27



dealers, and if, in particular transactions, those broker-dealers charge the Fund a rate consistent with that
charged to comparable unaffiliated customersinsimilar transactions. The Fund has no olligationsto deal
with any broker or group of brokers in executing transactions in portfolio securities. In executing
transactions, the Investment Adviser seeks to obtain the best price and execution for the Fund, taking into
account such factors as price, size of order, difficulty of execution and operational facilities of the firm
involved and the firm'srisk in positioning a block of securities. While the Investment Adviser generally
seeks reasonably competitivecommission rates, the Fund does not necessarily pay the lowest commission
available.

Subj ect to obtai ning the best price and execution, brokerswho providesupplemental 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 staistical information” includes advice as to the value of
securities, and advisability of investingin, purchasing or selling securities, and the avail ability of securities
or purchasers or sellers of securities, and furnishing analyses and reports concerning issues, industries,
securities, economic factors and trends, portfolio strategy and the performance of accounts. Information so
received will be in addition to and not in lieu of the services required to be performed by the Investment
Adviser under the Advisory Agreement and the expenses of the Investment Adviser will not necessarily be
reduced as aresult of the receipt of such supplemental information. Suchinformation 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 connectionwith the Fund. Conversely, such information
provided to the Investment Adviser and itsaffiliates by brokers and deal ers through whom other clients of
the Investment Adviser and its affiliates effect securities transactions may be useful to the Investment
Adviser in providing services to the Fund.

Although investment decisionsfor the Fundare madeindependently fromthose of the ather accounts
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 o sold by the Fund and any
of such other accounts, it isthe policy of the Invesment Adviser and its affiliates to all ocate such purchases
and sales in the manner deemedfair and equitable to all of the accounts, includingthe Fund.

For the fiscal years ended December 31, 2000, December 31, 2001, and December 31, 2002, the
Fund paid a total of $144,932, $42,738, and $19,349 respectively, in brokerage commissiors, of which
Gabelli & Company, Inc. and its affiliates received $116,959, $34,251, and $16,332, respectively. The
amount received by Gabelli & Company, Inc. and its affiliates from the Fund in respect of brokerage
commissionsfor thefiscal year ended December 31,2002 represented approximately 84.4% of the aggregate
dollar amount of brokerage commissions paid by the Fund for such period and approximately 96.7% of the
aggregate dollar amount o transactions by the Fund for such period.

REPURCHASE OF COMMON STOCK

TheFundisaclosed-end, diversified, management investmentcompany and assuchitsstockholders
do not, and will not, have the right toredeem their stock. The Fund, however, may repurchaseits common
stock from time to time as and when it deems such arepurchase advisable. Suchrepurchases will be made
when the Fund's common stock is trading at a discount of 10% or more (or such other percentage as the
Board of Directors of the Fund may determinefrom timeto time) fromnet asset value. Pursuant to the 1940
Act, the Fund may repurchase its canmon stock on a securities exchange (provided that the Fund has
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informed its stockholders within the preceding six morths of its intention to repurchase such stock) or as
otherwise permitted in accordance with Rule 23c-1 under the 1940 Act. Under that Rule, certainconditions
must be met regarding, among other things, distribution of net income for the precedingfiscal year, status
of theseller, price paid, brokerage commissions, priornoticeto stockhol dersof anintention to purchasestock
and purchasingin amanner and on a basisthat does not discriminateunfairly against the other stockholders
through their interest in the Fund.

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

PORTFOLIO TURNOVER

The portfolio turnover rates of the Fund for the fiscal yearsending December 31, 2002, December
31, 2001 and 2000 were 56%, 59% and 169%, respectively. Portfolio turnover rateiscalculated by dividing
the lesser of an investment company's annual sales or purchases of portfolio securities by the monthly
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
correspondingdy greater brokerage commission expense than alower rate, which expense must be borneby
the Fund and its stockholders, as applicable. A higher rate of portfolio turnover may also result intaxable
gains being passed to stockholders.

AUTOMATIC DIVIDEND REINVESTMENT
AND VOLUNTARY CASH PURCHASE PLAN

Under the Fund'sAutomatic Dividend Reinvestment and V ol untary Cash Purchase Han (the " Plan™),
a stockholder whose shares of the Funds common stock is registered in his own name will have dl
distributions reinvested automatically by EquiServe, which is agent under the Plan, unlessthe stockhol der
electsto receive cash. Distributionswith respectto sharesregistered in the name of abroker-dealer or other
nominee(that is, in"street name™) will be reinvested by the broker or nomineein additional sharesunder the
Plan, unless the service is not provided by the broker or nominee or the stockholder elects to receive
distributionsin cash. Investorswho own common stockregistered instreet nameshould consulttheir broker-
dealersfor details regarding reinvestment. All distributionsto investorswho do not paticipate inthe Plan
will be paid by check mailed directly to the record hdder by EquiServe as dividend disbursing agent.

Under the Plan, whenever the market price of thecommon stock isequal to or exceedsnet 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 gock. The valuation date is the dividend or distribution payment date or, if that dateis not
aNew York Stock Exchange trading day, the immediately preceding trading day. If the net asset value of
the common stock at the time of valuation exceeds the market price of the common stock, participants will
receive sharesfrom the Fund, valuedat market price. If theFund should declare adividend or capital gains
distribution payable only in cash, EquiServe will buy the common stock for such Plan in the open market,
on the New Y ork Stock Exchange or elsewhere, for the participants accounts, except that EquiServewill
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endeavor to terminate purchases in the open market and cause the Fund to issueshares at net asset valueif,
following the commencement of such purchases, the market value of the common stock exceeds net asset
value.

Participantsin the Plan have the option of making additional cash paymentsto EquiServe, monthly,
for investment in the shares as applicable. Such payments may be made in any amount from $250 to
$10,000. EquiServewill useall funds received from participants to purchase shares of the Fundin the open
market on or about the 15" of each month. EquiServe will charge each stockholder who participates $0.75,
plus apro rata share of the brokerage commissions. Brokerage charges for such purchasesare expected to
belessthan the usual brokerage charge for such transections. It issuggested that participants send voluntary
cash payments to EquiServe in a manne that ensures that EquiServe will receive these payments
approximatdy 10 days before the 15" of the month. A participant may without charge withdraw avoluntary
cash payment by written notice, if the noticeisreceived by Equi Serve at least 48 hours before such payment
isto be invested.

EquiServe maintains all stockholder accountsinthe Plan and furnisheswritten confirmetions of all
transactions in the account, including information needed by stockholders for personal and tax records.
Sharesin the account of each Plan participant wi Il be hel d by EquiServein noncertificated forminthe name
of the participant. 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, Equi Serve 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 reg stered in the stockhol der's name
and held for the account of beneficial owners who participate in the Plan.

Experience under the Plan may indicate that changes are desirable. Accordingly, the Fund reserves
the right to amend or terminate its Plan as applied to any voluntary cash payments made and any dividend
or distribution paid subsequent to written notice of thechange sent to the members of such Planat least 90
days before the record date for such dividend or distribution. The Plan also may beamended or terminated
by EquiServe on at least 90 days written notice to the participants in such Plan.

All correspondence concerningthe Plan should be directed to EquiServe at P.O. Box 43025, Providence, RI
02940-3025.

TAXATION

The following discussion is a brief summary of certain United States federal income tax consider-
ations affecting the Fund and its stockholders. No attempt is madeto present a detailed explanation of all
federal, state, local and foreign tax concerns, and thediscussions set forth here and in the Prospectusdo 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 or prospectively.



Taxation of the Fund

The Fund has qualified as and intendsto continue to qualify as a regulated investment company (a
"RIC") under Subchgpter M of the Internal Revenue Code of 1986, as amended (the "Code"). If it so
gualifies, the Fund will not be subject to U.S. federal incometax onthe portion of itsnet i nvestment income
(i.e, its investment company taxable income as defined in the Code without regard to the deduction for
dividends paid) and on its net capital gain (i.e., theexcess of its net realized long-term capital gainover its
net realized short-term capital 10ss), if any, which it distributes to its stockholders in each taxable yea,
provided that an amount equal to at least 90% of the sum of itsnet investmentincome and any net tax-exempt
income for the taxable year is distributed to its stockhol ders.

Qualification asaRIC requires, among other things, that the Fund: (i) derive at least 90% of itsgross
income in each taxable year from dividends, interest, payments with respect to securities loans, gains from
the sale or other disposition of stock, securitiesor foreign currencies or other income(including gainsfrom
options, futures or forward contracts) derived with respect to itsbusiness of i nvesting in stock, securitiesor
currencies and (i) diversify its holdings sothat, 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 ather 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
isinvested in the securities (other than U.S. government securities or the securities of other RICs) of any one
issuer or any two or moreissuerstha the Fund controls and which are determined to be engaged in the same
or similar trades or businesses or related trades or businesses.

If the Fund were unable to satisfy the 90% distribution requirement or otherwise were to fail to
qualify as a RIC in any year, it would be taxed in the same manner as an ordinary corporation and
distributionsto the Fund'sstockhol derswoul d not bedeductible by the Fund in computing itstaxableincome.
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 atributable to non-RIC years
reduced by an interest charge on 50% of suchearnings and profits payable by the Fund to the IRS. In addi-
tion, if the Fund failed to qualify as a RIC for aperiod greater than one taxable year, then the Fund would
be required to recognize and pay tax on any net buil t-in gains (the excess of aggr egate gai ns, incl uding items
of income, over aggregate losses that would have been realized if the Fund had been liquidated) or,
alternati vely, to elect to be subject to taxation onsuch builtin gains recognized for a period of tenyears, in
order to qualify asaRICin a subsequent year.

The IRS has taken the position thet if aregulated investment company has two classes of stock, it
may designate distri butions made to each class in any year as consisting of no more than such classs
proportionate share of particular types of income, such aslong-term capital gain. A class'sproportionate
share of aparticular 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 suchclass. Consequently, the Fund will
designate distributions made to the common stockholders and preferred gockholders as consisting of
particular types of income in accordance with the classes proportionate shares of such income. Because of
thisrule, 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 o net capital gain and ordinary investment income and dividends qualifying for
the dividends received deduction allocabl e among common stockhol ders and the preferred stockhol derswill

B-31



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 yea.

Under the Code, amounts not distributed by a RIC on atimely basis in accordance with a calendar
year distribution requirement are subject to a4% excisetax. To avoid thetax, the Fund must distribute during
each calendar year, an amount at least equal to the sum of (i) 98% of its ordnary income for the calendar
year, (i) 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, (unlessan election is madeto use the Fund's fiscal year), and (iii) al ordinary
income and capital gain net income for previous years that were not previously distributed or subject to tax
under Subchapter M. A distributionwill be treated as paid during the calendar year if it is paid duringthe
calendar year or declared by the Fund in October, November or Decamber of the year, payable to
stockholdersof record on a date during such amonth 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 theyear the distributions are declared, rather than when the distributionsarereceived. 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 amountsof 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 doesnot meet theforegoing
distribution requirements.

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 Fundfor more than oneyear. Gain or loss on the sale of securities held for
one year or less will be short-termcapital gain or loss.

Foreign currency gain or loss on non-U.S. dollar denominated bonds and other similar debt
instrumentsand on any non-U.S. dollar denominated futures contracts, options and forward contracts that
arenot section 1256 contracts (asdefined below) generally will betreated asnetinvestmentincome and | 0ss.

If the Fund invests in stock of a passive foreign investment company (a"PFIC"), the Fund may be
subject to federal income tax on a portion of any "excess distribution™ with respect to, or gain fromthe
disposition of, such stock even if such income is distributed as a taxable dividend by the Fund to its
stockholders. Thetax would be determined by all ocating such distribution or gain ratably to each day of the
Fund's holding period for the stock. The anount so allocated to any taxableyear of the Fund prior to the
taxableyear in which the excess distribution or dsposition occurs would be taxed to the Fund at the highest
marginal federal corporateincometax ratein effect for the year to whichit was allocated, and the tax would
be further increased by an interest charge. The amount dlocated to thetaxable year of the distribution or
disposition would beincluded in the Fund's net investment income and, accordingy, would not be taxable
to the Fund to the extent distributed by the Fund as a taxable dividend to stockholders.

If the Fund investsin stock of a PFIC, the Fund may be ableto elect to treat the PFIC asa"qualified
electing fund," in lieu of being taxable in the manner described in the above paragraph, and to include
annually inincomeits pro ratashare of theordinary earningsand net capital gain (whether or not distributed)
of the PFIC. In order to make thiselection, the Fund would be required to obtain annual information from
the PFICsinwhichit invests,which may bedifficult to obtain. Alternatively, the Fundmay 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 inaease in the value of such shares over their adjusted basis and
as ordinary loss any decrease in such value to the extent it does not exceed prior increases.

The Fund may invest in dett obligationspurchased at adiscount withthe result that the Fund may
berequired to accrue incomefor federal income tax purpases 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 theinterest
payments on such high yield securities may be treated as dividends for federal income tax purposes.

As a result of investing in stock of PFICs or securities purchased at a discount or any other
investment that produces income that is not matched by a corresponding cash distribution to the Fund, the
Fund could berequired to includein current income, incomeit has not yet received. Any such incomewould
be treated as income earned by the Fund and therefore would be subject to thedistribution requirements of
the Code. Thismight prevent the Fundfrom distributing 90% of its net invesment income asisrequiredin
order to avoid Fund-level federal income taxation on all of its income, or might prevent the Fund from
distributing enough ordinary income and capital gain net income to avoid completely the imposition of the
excisetax. To avoid thisresult, the Fund may be required to borrow money or dispose of other securities
to be able to make distributions to itsstockholders.

If the Fund does not meet the asset coverage requirements of the 1940 Act and the Articles
Supplementary, the Fund will be required to suspend distributionsto the holdersof the common stock until
the asset coverage isrestored. Such asuspension of distributionsmight prevent the Fund from distributing
90% of its net investment income asis required in order to avoid Fund-level federal income taxation on all
of itsincome, or might prevent the Fund from distributing enough income and capital gan net income to
avoid completely imposition of the excise tax. Upon any fai lure to meet the asset coverage requirements of
the 1940 Act or the Articles Supplementary, the Fund may, and in certain circumstances will, be required
to partially redeem the shares of Preferred Stock in order to restorethe requisite asset coverage and avoid
the adverse consequences to the Fund and its stockholders of failingto qualify asaRIC. If asset coverage
were restored, the Fund would again be able to pay dividends and would generally be able to avad
Fund-level federal incometaxation on the income that it distributes.

Hedging Transactions

Certainoptions, futures contractsand options onfutures contractsare " section 1256 contracts.” Any
gainsor losses on sction 1256 contractsare general ly considered 60% long-termand 40% short-term capital
gainsor 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 aretreated as though they wererealized
and the resulting gain or loss is treated as 60/40 gain or |oss.

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



The Fund may make oneor more of the elections available under the Code which are applicableto
straddles. If the Fund makes any of the elections, the amount, character and timing of the recognition of
gainsor losses fromthe aff ected straddl e positions may be determined under rulesthat vary according tothe
election(s) made. The rules applicable under certain of the elections accel erate the recognition of gain or
loss from the affected straddle positions.

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

Foreign Taxes

Since the Fund may invest in foreign securities, itsincome from such securities may be subject to
non-U.S. taxes. It is anticipated that the Fund will not invest more than 25% of itstotal assetsin foreign
securities. Accordingly, the Fundwill not be eligbleto elect to "pass-through” to stockholders of the Fund
the ability to use the foreign tax deduction or foreign tax credit for foreign taxes pad with respect to
gualifyingtaxes. Inorder to make such an election, at least 50% of the Fund'stotal assetswould be required
to beinvested in foreign securities.

Taxation of Stockholders

The Fund will determine either to distributeor toretain for reinvestment all or part of itsnet capital
gain. If any such gains are retainad, the Fund will be subject toatax of 35% of such amount. In that event,
the Fund expects to designate the retained amourt as undistributed capital gans in a notice to its
stockholders, each of whom (i) will be required to include in income for tax purposes as long-term capital
gainsits share of such undistributed amounts, (ii) will be entitled to credit its proportionate share of the tax
paid by the Fund against its federal income tax liability and to claim refunds to the extent that the credit
exceeds such liability and (iii) will increase its basisin its shares of the Fund by an amount equal to 65% of
the amount of undistributed capital gainsincluded in such stockholder'sgrossincome.

Distributionsof ordinary income aretaxableto aU.S. stockholder asord nary income, whether paid
in cash or shares. Ordinary income dividends paid by the Fund may qualify for the dividends received
deduction available to corporations, but only to the extent that the Fund's income consists of qualified
dividends received from U.S. corporations. The Fund expects to distribute arelatively small amount of
income that would be eligiblefor the dividendsreceived deduction. Theamount of any dividenddistribution
eligible for the dividends received deduction will be designated by the Fund in a written notice to
stockholderswithin 60 days of the close of thetaxableyear. Distributions of net capital gain designated as
capital gain dividends, if any, are taxable to shareholders at rates applicable to longterm capital gains,
whether paid in cash or in shares, regardlessof how long the stockholder has held the Funds shares, and are
not eligible fo the dividends received deduction. Distributionsin excess of the Fund's earnings and profits
will first reduce the adjusted tax basis of a holder'sshares and, after such adjusted tax basisis reduced to
zero, will constitute capital gain to such holder (assuming the shares are held as a capital asset). For non-
corporate taxpayers, net investmert income will currently betaxed at amaximum rate of 38.6% while net
capital gain generally will betaxed & amaximumrate of 20%. For corporate taxpayers, both net investment
income and et capital gain are taxed at amaximumrate of 35%.



Stockholdersmay 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, andlimiting
the use of losses from certaininvestments and activities. Accordingly, stockholders with capital losses are
urged to consult their tax advisers.

Stockholdersreceiving distributions in the form of newly issued shares will have a basis in such
shares of the Fund equal to the fair market value of such shareson the distribution dete. If the net asset value
of sharesisreduced below astockholder's cost asaresult of adistribution by theFund, such distribution will
be taxable even though it represents areturn of invested capital. The price of shares purchased at any time
may reflect the amount of aforthcoming distribution. Those purchasing shares just prior to adistribution
will receive adistribution which will betaxableto them eventhough it representsin part areturn of invested
capital.

Upon asale or exchange of shares, a stockholder will realize ataxable gain or oss depending upon
hisor her basisinthe shares. Such gain or losswill be treated aslong-term capital gainor lossif the shares
have been 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 begiming 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
adjusted to reflect the disallowed loss.

Any lossrealized by astockholder on the sale of Fund shares held by the stockholder for six months
or lesswill be treated for tax purposes as along-term capital loss to the extent of any capital gain dividends
received by the stockholder (or amaunts credited to the stockholder as an undistributed capital gain) with
respect to such shares.

Ordinary income dividends and capital gain dividends also may besubject to state and local taxes.
Stockholdersare urged to consult their own tax advisers regarding specific questionsabout the U.S. federal
(including the application of the alternative minimumtax rules), state, local or foreign tax consequences to
them of investing in the Fund.

Ordinaryincomedividends(but not capital gaindividends) paidto stockhol derswhoarenon-resident
aliensor foreign entities will be subject to a 30% United States withholding tax under existing provisions
of the Code applicable to foreign individuals and entities unless a reduced rate of withholding or a
withholding exemption is provided under applicable treaty law. Non-resdent stockhdders are urged to
consult their own tax advisers concerning the applicability of the United States withholdng tax.

The Bush Administration has announced a proposal to reduce or eliminate the tax on dividends;
however, many of the details of theproposal (including how the proposal woud apply to dividendspaid by
a regulated investment company) have not been specified. Moreover, the progects for this proposal are
unclear. Accordingly, it isnot possibletoevaluatehow this proposal might affect thetax discussion above.

Backup Withholding
TheFund may berequiredtowithholdfederal incometax on all taxabl e distributionsand redemption
proceeds payable to non-corporate stockholders who fail to provide the Fund with their correct taxpayer

identification number or tomake required certifications, or who have been notified by the IRS that they are
subject to backup withholding. Backup withholding is not an additiond tax. Any amounts withheld may
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be refunded or credited against such stockholder's federal income tax liability, if any, provided that the
required information is furnished to the Internal Revenue Service.

The foregoing is a general and abbreviated summary of the applicable provisions of the Code
and Treasury regulations presently in effect. For the complete provisions, reference should be made
to the pertinent Code sections and the Treasury regulations promulgated thereunder. The Code and
the Treasury regulations are 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 consult their own tax advisers regarding the purchase, ownership and
disposition of Series B Preferred or Series C Auction Rate Preferred.



ADDITIONAL INFORMATION
CONCERNING AUCTIONS FOR SERIES C AUCTION RATE PREFERRED

General

The Articles Supplementary providethat the Applicable Rate for each Dividend Period of the Series
C Auction RatePreferred will be equal to the rate per annum that the Auction Agent advises hasresulted on
the Business Day preceding the first day of aDividend Period (an " Audion Date") from implementation of
the Auction Procedures set forth in the Articles Supplementary, and sunmmarized below, in which persons
determineto hold or offer to sell or, based on dividend ratesbid by them, offer to purchase or sell shares of
such Series. Each periodic implementation of the Auction Proceduresisreferred to herein asan"Auction."
The following summary is qudified by reference to the Auction Procedures set forth in the Articles
Supplementary.

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

Broker-Dealer Agreements. Each Auctionrequiresthe participation of oneor more Broker-Dealers
TheAuction Agent hasenteredinto agreements(collectively, the"Broker-Dealer Agreements") with several
Broker-Deal erssel ected by the Fund, which providefor the participation of those Broker-Dealersin Auctions
for Series C Auction Rate Preferred. See "Broker-Dealers' below.

Securities Depository. TheDepository Trust Company ("DTC")will act asthe 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 Cede & Co., as nominee of the
Securities Depository.

Such certificatewill bear alegendtothe effect that such certificateisissued subject to the provisions
restricting transfersof Series C Auction Rate Preferred contained in the Articles Supplementary. The Fund
will also issue stop-transfer instructionsto the transfer agent for the Series C Auction Rate Preferred. Prior
to the commencement of the right of Holders of the Preferred Stock to elect a majority of the Fund's
directors, as described under "Description of the Series B Preferred and Series C Auction Rate Preferred —
Voting Rights" in the Prospectus, Cede & Co. will be the Holder of al the Series C Auction Rate Preferred
and owners of such shareswill not be entitledto receive certificates representing their ownership interestin
such shares.

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



Orders by Existing Holders and Potential Holders

On or prior to the Submission Deadline on each Auction Date for the Series C Auction Rate
Preferred:

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

(@ "HoldOrder" —indicating the number of Outstanding Series C Auction Rate Preferred
shares, if any, that such Beneficial Owner desiresto continue to hold without regard to
the Applicable Rate for such sharesfor the immediately succeeding Dividend Period of
such shares,

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

(c) "Sell Order" —indicating the number of Outstandng Series C Auction Rate Preferred
shares, if any, that such Beneficial Owner offersto sell without regardto the Appliceble
Ratefor such Series C Auction Rate Preferred fortheimmediately succeedingDividend
Period; and

(ii) Broker-Dealerswill contact customerswho are Potential Beneficial Ownersby telephone or
otherwiseto determine whether such customers desire to submit Bids in which case they will
indicate the number of Series C Auction Rate Preferred shares that they offer to purchase if
the Applicable Rae for Series C Auction Rate Preferred for the immediately succeeding
Dividend Period is not less than the rate per annum specified in such Bids.

The communication to a Broker-Dealer of the foregoing information is herein referred to as an
"Order" and collectively as"Orders.” A Beneficial Owner or aPotential Beneficial Owner placing an Order
withits Broker-Dealer isherein referred toasa"Bidder" and collectively as"Biddes." The submission by
a Broker-Dealer of an Order tothe Auction Agent is referred to herein as an "Order" and collectively as
"Orders," and an Existing Holder or Potential Holder who places an Order with the Auction Agent or on
whose behalf an Order is placed with the Auction Agent isreferred to hereinasa"Bidder" and collectivdy
as"Bidders."

A Bid placed by aBeneficial Owner specifying arate higher than the Applicable Rate determined
inthe Auctionwill constitute anirrevocable dffer to sell the shares subject thereto. A Beneficial Ownerthat
submitsaBidtoitsBroker- Dealer havingarate higher than the M aximum Rate on the Auction Date thereof
will be treated as having submitted a Sell Order to its Broker-Dealer. A Sdl Order will constitute an
irrevocableoffer to sell Series C Auction Rate Preferredsubject thereto at aprice per share equal to $25,000.

A Beneficial Owner that fails to submit to its Broker-Dealer prior to the Submission Deadline for
the Series C Auction RatePreferred an Order or Orderscovering dl the Outstand ng Series CAuction Rate
Preferred held by suchBeneficial Owner will be deemed to have submittedaHold Order toitsBroker-Deal er
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covering the number of Outstanding Series C Auction Rate Prefered shares held by such Beneficial Owner
and not subject to Orders submitted toits Broker-Deal er; provided, however, that if aBeneficial Ownerfails
to submit to its Broker-Dealer prior tothe Submission Deadline for the Series C Auction Rate Preferred an
Order or Orders covering all of the Outdanding Series C Auction Rate Preferred held by such Beneficia
Owner for an Auctionrdatingto aSpecial Dividend Period consisting of morethan 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 Rae Preferred shares held by such Beneficial Owner and not
subject to Orders submitted to its Broker-Dealer.

A Potential Beneficial Owner of Series C Auction Rate Preferred may submit to its Broker-Dealer
Bids in which it offers to purchase Series C Audion Rate Preferred if the Applicable Rate for the next
Dividend Period isnotlessthantherae specified insuch Bid. A Bid placed by aPotential Beneficial Owner
specifying a rate not higher than the Maximum Rate will constitute an irrevocable offer to purchase the
number of Series C Auction Rate Preferred shares specifiedin such Bidif the rate determined in the Auction
is equal to or greater than the rate specified in such Bid. A Beneficia Owner of Series C Auction Rate
Preferred that offers to become the Beneficial Owner of additional Series C Auction Rate Preferredis, for
purposes of such offer, aPatential Benefidal Owner.

As described more fully below unde " — Submission of Orders by Broker-Dealers to Auction
Agent," the Broker-Dealerswill submit the Ordersof their respective customerswhoare Beneficial Owners
and Potential Beneficial Ownersto the Auction Agent, designatingthemselves (unless otherwise permitted
by the Fund) as Exiding Holdersin respect of Series C Auction Rate Preferred subject to Orders submitted
or deemed submitted to them by Bendficial Ownersand 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 beresponsible for aBroker-Dealer'sfailure to comply with theforegoing.
Any Order placed with the Auction Agent by a Broker-Dealer as or on behalf of an Existing Holder or a
Potential Holder will betreated in the same manner asan Order placed with aBroker-Dealer by aBeneficial
Owner or a Potential Beneficial Owner, asdescribed above. Similarly, any failureby a Broker-Dealer to
submit to the Auction Agent an Order inrespect of any Series C Auction Rae Preferred hdd by it or its
customerswho are Beneficial Ownerswill be treated inthe same manner asaBeneficia Owner's failureto
submit to its Broker-Dealer an Order in respect of Series C Auction Rate Preferred held by it, asdescribed
inthe second preceding paragraph. For information concerning the priority given to different types of Orders
placed by Existing Holders, see " — Submission of Orders by Broker-Dealers to Auction Agent” below.

The Fund may not submitan Order in any Auction.

The Auction Procedures include a pro rata allocation of shares for purchase and sale, which may
result in an Existing Holder continuing to hold or selling, or a Potential Holder purchasing, a number of
Series C Auction Rate 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 Sall
Orders and Allocation of Shares" below. To the extent theallocation procedures havethat result, Broker-
Dealersthat have designated thenmselves as Existing Holders or Potential Holders in respect of customer
Orderswill 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 immediately succeeding the Auction Date
at a price per share equal to $25,000. See " — Notification of Results; Settlement” below.



As described above, any Bid specifying arate higher than the Maximum Rate will (i) be treated as
a Sell Order if submitted by a Beneficial Owner or an Existing Holder and (ii) not be acceptedif submitted
by a Potential Beneficial Owner or a Potential Holder. Accordindy, the Auction Procedures establish the
Maximum Rate as a maximumrate per annum that can result froman Auction upto the Maximum Rate. See
" — Determination of Sufficient ClearingBids, Winning Bid Rate and Applicable Rate" and " — Acceptance
and Rejection of Submitted Bids and Submitted Sell Orders and Allocation of Shares' below.

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 beliablefor 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 ExistingHoldersof SeriesC
Auction Rate Preferred, the Auction Agent'sregistry of Existing Holders, the results of Auctionsand notices
from any Broker-Dealer (or other person, if permitted by the Fund) with respect to transfers described under
"The Auction of Seaiies C Auction Rate Preferred— Secondary Market Trading and Transfer of Series C
Auction Rate Preferred” in the Prospectus and notices from the Fund. TheAuction Agent isnot required to
accept any such natice for an Audion unlessitis received by the Auction Agent by 3:00 p.m., New York
City time, on the Business Day preceding such Auction.

The Auction Agent may terminatethe Auction Agency Agreement upon written notice to the Fund
on adate no earlier than 30daysafter the date of delivery of such notice. If the Auction Agent shouldresign,
the Fund will use its best efforts to enter into an agreement with a successor Auction Agent containing
substantially the same terms and conditions as the Auction Agency Agreement. The Fund may remove the
Auction Agent, provided that prior to such removal the Fund has entered into such an agreement with a
successor Audion Agent.

Broker-Dealers

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



The Fund may request theAuction Agent to terminate oneor more Broker-Deal er Agreementsat any
time, provided that at least one Broker-Dealer Agreement isin effect after such termination.

TheBroker-Dealer Agreement providesthat aBroker-Dealer (other than an affiliate of the Fund) may
submit Ordersin Audionsfor its own account, unlessthe Fund notifies all Broker-Dealersthat they may no
longer do so, in which case Broker-Dealers may continue to submit Hold Orders and Sell Orders for their
own accounts. Any Broker-Dealer that is an affiliate of the Fund may submit Ordersin Auctions, but only
if such Orders are not for itsown account. |f a Broker-Deder submits an Order for its own accourt in any
Auction, it might have an advantage over other Bidders because it would have knowledge of al Orders
submitted by it in that Auction. Such Broker-Dealer, however, would not have knowledge of Orders
submitted by other Broker-Dealersin that Auction.

Submission of Orders by Broker-Dealers to Auction Agent

Prior to 1:00 p.m., New Y ork City time, on each Auction Date, or such other time on the Auction
Date specified by the Auction Agent (i.e., the Submisgon Deadline), each Broker-Deal er will submit tothe
Auction Agent in writing all Orders obtained by it for the Auction to be conducted on such Auction Date,
designatingitself (unless otherwise permitted by theFund) asthe Existing Hol der or Potential Holder, asthe
case may be, in respect of Series CAuction 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 morethan three figuresto the right of the decimal point, the
Auction Agent will round auch rate to the next highest one-thousandth (0.001) of 1%.

If one or more Orders of an Existing Holder is submitted to the Auction Agent covering in the
aggregatemorethan the number of Outstanding Series C Auction RatePreferred shares subject toan Auction
held by such Exi sting Holder, such Orderswill be considered valid in the following order of priority:

(i) @l Hold Ordersfor Series C Auction Rate Preferred will be considered valid, but only up to
and including inthe aggregate the number of Outstanding shares of Series C Auction Rate
Preferred held by such Existing Holder, and, if the number of SeriesC Auction Rate Preferred
shares subject to such Hold Orders exceeds the number of Outstanding shares of Series C
Auction Rate Preferred held by such Existing Holder, the number of shares subject to each
such Hold Order will be reduced pro ratato cover the number of Outstanding shares held by
such ExistingHolder;

(i) (a8 any Bid for Series C Auction Rate Preferred will be considered valid up to and
including the excess of the number of Outstanding shares of Series C Auction Rate
Preferred held by such Existing Hdder over the number of Series C Audion Rate
Preferred shares subject to any Hold Orders referredto in clause (i) above;

(b) subject to subclause (@), if more than one Bid of an Existing Hdder 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 Bidswill be considered valid up to and includingthe
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amount of such excess, and the number of shares of Series C Auction Rate Preferred
subject to each Bid with the same rate will be reduced pro ratato cover the number of
shares of Series C Auction Rate Preferred equal to such excess,

(c)  subject to subclauses (a) and (b), if more than one Bid of an ExistingHolder for Series
C Auction Rate Preferred is submitted to the Auction Agent with different rates, such
Bidswill be considered validin the ascending order of their respective rates up toand
including the amount of such excess; and

(d) inany 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 clause (ii) will be treated as the subject of a Bid for Series C Auction 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 tovalid Hold Ordersreferred to
in clause (i) above and valid Bids referred to in clause (ii) above.

If more than one Bid of a Patential 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, Winning Bid Rate and Applicable Rate

Not earlier than the Submission Deadlineon each Auction Datefor SeriesC Auction Rate Preferred,
the Auction Agent will assemble all valid Orders submitted or deemed submitted to it by the Broker-Dealers
(each such Hold Order, Bid or Sell Order as submitted or deemed submitted by a Broker-Dealer being herein
referred to asa" Submitted Hold Order," a" Submitted Bid" or a" Submitted Sell Order," as the case may be,
or asa" Submitted Order" and collectivelyas" Submitted Hold Orders," " Submitted Bids" or " Submitted Sell
Orders," as the case may be, or as "Submitted Orders") and will determine the excess of the number of
Outstanding shares of Series C Auction Rate Preferred over the number of Outstanding shares of Series C
Auction Rate Preferred subject to Submitted Hold Orders (such excess being herein referred to as the
"Available Series C Auction Rate Prefared") 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 thesubject of Submitted Bids of Potential Hol ders specifying ratesnot higher
than the Maximum Rate equals or exceeds the number of Outstanding shares of Series C Auction Rate
Preferred that are the subject of Submitted Sell Orders (including the number of Series C Auction Rate
Preferred shares subject to Bids of Existing Holders specifying rateshigher than the Maximum Rate).

If Sufficient Clearing Bidsfor Series C Auction Rate Preferred have been made, the Auction Agent
will determine the lowest rate specified in such Submitted Bids (the Winning Bid Ratefor shares of such
Series) which, taking into account the raes 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, basad on the rates in their Submitted Bids, would equal not lessthan the



AvailableSeries C Auction Rate Preferred. In such event, theWinning Bid Ratewill bethe Applicable Rate
for the next Dividend Period for all sharesof such Series.

If Sufficient Clearing Bids have not been made (other than becauseall of the Outstanding Series C
Auction Rate Preferredis subject to Submitted Hold Orders), the Applicable Ratefor the next Dividend
Periodfor all Series C Auction RatePreferred will be equal to the MaximumRate. Insuch acase, Bereficia
Ownersthat have submitted or that are deemed to have submitted Sell Ordersmay not be ableto sell in the
Auction al Series C Auction Rate Preferred subject to such Sell Orders but will continue to own Series C
Auction Rate Preferred for the next Dividend Period. See” — Acceptance and Rejection of Submitted Bids
and Submitted Sell Orders and Allocati on of Shares" below.

If al of theOutstanding Series C Auction Rate Preferred is subject to Submitted Hold Orders, the
ApplicableRatefor all SeriesC Auction Rate Preferred for theimmediately succeeding Dividend Period will
be the All Hold Rate.

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

Based on the determinations made under " — Determination of Sufficient Clearing Bids, Winning
Bid Rate and Applicable Rate" above and, subject to the discretion of the Auction Agent to round and
allocate certain shares as described below, Submitted Bids and Submitted Sell Orders will be accepted or
rejected in the order of priority set forth inthe 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 tha submitted or were deemed to have submitted Hold Orders (or on
whosebehalf Hold Orderswere submitted or deemed to have been submitted) will continueto hold the Series
C Auction Rate Preferred subject to such Hold Orders.

If Sufficient Clearing Bids for Series C Auction Rate Preferred shares have been mede:

(i) Each Existing Holder that placed or on whase behalf was placed a Submitted Sell Order or
Submitted Bid specifyingany rate higher than the Winming Bid Rate will sell the Outstanding
Series C Auction Rate Preferred subject to such Submitted Sell Order or Submitted Bid;

(i) Each Existing Holder that placed or on whose behalf was placed a Submitted Bid specifying
aratelower thanthe WinningBid Ratewill continueto hd d the Outstanding Series CAuction
Rate Preferred subject to such Submitted Bid;

(iii) Each Potential Holder that placed or on whose behalf was placed a Submitted Bid specifying
arate lower than the Winning Bid Rate will purchase the number of Outstanding Series C
Auction Rate Preferred sharessubject to such Submitted Bid;

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

(v) EachPotential Holder that placed or on whose behalf was placed a Submitted Bid specifying
arate equal to the Winning Bid Rate for Series C Auction Rate Preferred will purchase any
AvailableSeries C Auction Rate Preferred notaccounted forin clauses(ii ) through (iv) above
on apro rata basis based on the Outstanding Series C Auction Rate Preferred shares subject
to al such Submitted Bids.

If Sufficient Clearing Bidsfor Series C Auction Rate Preferred shar es have not been made (unless
this results because al Outstanding SeriesC Auction Rate Preferred shares are subject to Submitted Hold
Orders):

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

(ii) EachPotential Holder that placed or on whaose behalf was placed a Submitted Bid specifying
arate equal to or lower than the Maximum Rate will purchase the number of SeriesC Auction
Rate Preferred shares subject to such Submitted Bid; and

(iii) Each Existing Holder that placed or on whose behalf was placed a Submitted Bid specifying
arate higher than the Maximum Rate or a Submitted 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 based on the number of Outstanding Series C Auction Rate
Preferred shares subject to all such Submitted Bidsand Submitted Sell Orders.

If, as a result of the pro rata allocation described in clauses (iv) or (v) of the second preceding
paragraph or clause (iii) of theimmediately preceding paragraph, any Existing Holder would be entitled or
required to sell, or any Potential Holder would be entitled or required to purchase, a fractionof a SeriesC
Auction Rate Preferred share, the Auction Agent will, in such manner as, inits solediscretion, it determines,
round up or down tothe nearest whol e share the number of Series C Auction Rate Prefered sharesbeing sold
or purchased on such Auction Date so that the number of Series C Auction Rate Preferred shares sold or
purchased by each Existing Holder or Patential Holder will be whole shares of such Series. If asaresult of
theprorataallocation describedin clause (v) of the second preceding paragraph, any Potential Holder would
be entitled or required to purchase less than a whde 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 Rae
Preferred for purchase among Potential Holdersso that only whole Series C Auction Rate Preferred shares
are purchased by any such Patential Holder, even if such allocation resultsin one or more of such Potential
Holders not purchasing shares of such Sries.



Notification of Results; Settlement

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

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 andthe
accounts of the respective Agent Members at the Securities Depository will be debited and credited and
shares delivered as necessary to effect the purchases and sales of Series C Auction Rate Preferred as
determined inthe Auction. Purchasers will make payment through their Agent Membersin same-day funds
to the Securities Depository against delivery through their Agent Members; the Securities Depository will
make payment in accordance with its normal procedures, which now providefor payment against ddivery
by their Agent Membersin same-day funds.

If any Existing Holder selling Series C Auction Rate Preferred inan Auction fails to deliver such
shares, the Broker-Deal er of any person that was to have purchased such sharesinsuch Auction may deliver
to such person anumber of whole Series C Auction Rate Preferred sharesthat is less than the number of
Series C Auction Rate Preferred shares that otherwise was to be purchased by such person. In such event,
the number of Series C Auction Rate Preferred sharesto be so delivered will be determined by the Broker-
Deder. Delivery of such lesser number of Series C Auction Rate Preferred shares will constitute good
delivery.



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

The additional information concerningthe Series B Preferred and Series C Auction Rate Preferred
contained in this SAI does not purport to be complete a compl ete description of those Series and should be
read in conjunction with the description of the Searies B Preferred and Series C Auction Rate Preferred
contained in the Prospectus under "Description of the Series B Prefared and Series C Auction Rae
Preferred.” This description is subject to and qualified in its entirety by reference to the Fund's Charter,
including the provisions of the ArticlesSupplementary establishing, respectively, the SeriesB 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 SAl are a part and may be inspected, and a copy
thereof may be obtained, as described under "Additional Information” in the Prospectus.

Dividends and Dividend Periods For the Series C Auction Rate Preferred

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

By 12:00 noon, New Y ork Gity 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 Fund does not intend to establish any reserves for the payment of
dividends.

Each dividend will be paid by the Paying Agent to the Holder, which Holder is expected to be the
nominee of the Securities Depository. The Securities Depository will credit the accounts of the Agent
Membersof the benefidal ownersin accordance with the Securities Depository's normal procedures. The
Securities Depository's current procedures providefor it to distribute dividendsin same-day fundsto Agent
Members who are in turn expected to distribute such dividends to the persons for whomthey are acting as
agents. The Agent Mamber of a beneficial owner will be responsible for holding o disbursing such
payments on the applicable Dividend Payment Date to such beneficial owner in accordance with the
instructions of such beneficial owner.

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

The amount of dividends per Qutstanding Series C Auction Rate Preferred share payade (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 connection with aredemptionduring such Dividend Period) will be computed
by multiplying the Applicable Rate (or the Default Rate) for such Dividend Period (or aportion thereof) by
afraction, the numerator of which will be the number of daysin such Dividend Period (or portion thereof)
such share was Outstanding and for whichthe Applicable Rate or the Default Rate wasapplicable (but in
no event will the numerator exceed 360) and the denominator of which will be 360, multiplyingthe amount
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so obtained by the $25,000, and rounding the amount so obtained to the nearest cent. Duringany Dividend
Period of one year or more, the amount of dividends per Series C Auction Rate Preferred share payable on
any Dividend Payment Date (or in respect of dividendson another dae 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 theinitial Dividend Period (i.e., the period
from and including the Date of Origind Issue to and including the initia Auction Date) and the initial
Auction Date for the Series C Auction Rate Preferred is set forth in the Prospectus. See "The Auction of
SeriesC AuctionRate Preferred— Summary of Auction Procedures” inthe Prospectus. For each subsequent
Dividend Period, subject to certain exceptions, thedividend rate will bethe Applicable Ratethat the Auction
Agent advises the Fund has resulted from an Auction.

Dividend Periods after the initial Dividend Period will either be Standard Dividend Periods
(generally seven days) or, subject to certain conditionsand with noticeto Holders, Special Dividend Periods.

A Special Dividend Period will not be effective unless Sufficient Clearing Bidsexist at the Auction
in respect of such Specia Dividend Period (that is, in general, the number of shares subject to Bids by
Potential Beneficial Ownersis at least equal to the number of shares subject to Sell Orders by Existing
Holders). If Sufficient Clearing Bids do not exist at any Auction in respect of aSpecia Dividend Period,
the Dividend Period commencing on the Business Day succeeding such Auction will be the Standard
Dividend Period, and the Holders of the Series CAuction RatePreferred will be required tocontinueto had
such sharesfor such Standard Dividend Period The designation of a Special DividendPeriod isal so subject
to additional conditions. See" — Notification of Dividend Period" below.

Dividendswill accumu ateat the Applicable RatefromtheDate of Orignal Issueand will be payable
oneach Dividend Payment Datethereafter. Dividendswill be paidthrough theSecurities Depository oneach
Dividend Payment Date. The Applicable Rate resulting from an Auction will not be greater than the
Maximum Rate. The Maximum Rateis 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 increase the Fund would be in compliance with the Series C Auction Rae Preferred Basic
Maintenance Amount.

The Maximum Rate will apply autormetically following an Audion for Series C Auction Rae
Preferred in which Sufficient Clearing Bids have not been made (other than because all Series C Auction
Rate Preferred weresubject to Submitted Hold Orders) or following the failureto hold an Auction for any
reason on the Auction Date schedued to occur (exceptfor (i) circumstances in which the Dividend Rateis
the Default Rate, as described below or (ii) in theevent an auctionis not held because an unforeseen event
or unforeseen events cause aday that otherwise would have been an Auction Datenot to be aBusiness Day,
in which case the length of the then current dividend period will be extended by seven days, or a multiple
thereof if necessary because of such unforeseen event or events, the applicable rate for such period will be
the applicable rate for the then current dividend period so extended and the dividend payment date for such
dividend period will bethefirst businessday immediately succeeding the end of suchperiod). The All Hold
Rate will apply automatically following an Auction in which all of the Outstanding Series C Auction Rate
Preferred shares are subject (or are deemed to be subject) to Hold Orders.



Prior to each Auction, Broker-Deal erswill notify Holders of theterm of theimmediately 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
immediately succeeding Dividend Period and of the Auction Date of the immediately succeeding Auction.

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

If the Fund proposesto designate any Special Dividend Period, not fewer than seven Business Days
(or two Business Daysin the event theduration of the Special Dividend Period isfewer than eight days) nor
morethan 30 Business Days prior to the first day of such Special Dividend Period, notice will be made by
press release and communicated by the Fund by telephonic or other means to the Auction Agent and
confirmed in writing promptly thereafter. Each such notice will state (x) that the Fund proposesto exercise
its option to designate a succeeding Special Dividend Period, specifying the first andlast days thereof and
(y) that the Fund will, by 3:00 p.m,, New Y ork City time, on the second Business Day next preceding thefirst
day of such Special Dividend Period, hotify the Auction Agent, whowill promptly notify the Broker-Dealers,
of either its determination, subject to certain conditions, to proceed with such Specid 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.

No later than 3:00 p.m., New Y ork City time, on thesecond Business Day next preceding the first
day of any proposed Special Dividend Period, the Fund will deliver tothe Auction Agent, who will promptly
deliver to the Broker-Dealers and Existing Holders, either:

(@ anotice 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) anotice stating that the Fund has determined not to exercise itsoption 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 Agent or is unableto make the confirmation described above by 3:00 p.m.,
New York City time, on the second Business Day next preceding the first day of such proposed Special

B-48



Dividend Peri od, the Fund wil | be deemed to have delivered a noticeto 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 Period. A "Default Period" with respect to Series C Auction Rae Preferred will commence
on any date upon which the Fund fals 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 Redemption Date, asthecasemay be, (i) thefull amount of any declared dividend
on the Series C Auction Rate Preferred payable on such Dividend Payment Date (a"Dividend Default™) or
(ii) thefull amount of any redemption price (the "Redemption Price") payable on the SeriesC Auction Rate
Preferred being redeemed on such Redemption Dae (a"Redemption Default” and, together with aDividend
Default, a"Deault").

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

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

Each subsequent Dividend Period commencing after the beginning of a Default Period will be a
Standard Dividend Period; provided, however, that the commencement of aDefault Period will nat by itsel f
cause the commencement of a new Dividend Period. No Auction will be held during a Default Period
applicableto such Series provided, however, that if aDefault Periodshall end prior to the end of Standard
Dividend Period that had commenced during theDefault Period, an Auction shall be held on the last day of
such Standard Dividend Period.

Inthe event the Fundfully paysall default amountsdue during a Dividend Period, the dvidend rate
for the remainder of that Dividend Period will be, as the case may be, the Applicable Rate (for the first
Dividend Period following a Dividend Default) or the Maximum Rate (for any subsequent Dividend Period
for which such Default is continuing).

No Default Period with respect to a Dividend Default or Redemption Default will be deemed to
commenceif 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 deposited irrevocably in trust, in same-day funds with the Paying Agent
by 12:00 noon, New Y ork City time, withinthree Business Days after the applicable Dividend Payment Date
or Redemption Date, together with an amount equal tothe Default Rate applied tothe amount of such non-
payment based on the actual number of days comprising such period divided by 360. The Default Rate will
be equal to the Reference Rate multiplied by three.



Restrictions on Dividends, Redemption and Other Payments

Under the 1940 Act, the Fund may not (i) declare any dividend (except adividend payablein stock
of theissuer) or other distributionsuponany of itsoutstanding common stock, or purchase any such common
stock, if at thetime of the declaration, distribution or purchase, asapplicable (and after givingeffect thereto),
asset coveragewith respect to theFund's outstanding seni or securitiesrepresenting 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 company as a condition of declaring distributions,
purchasesor redemptionsof itscapital stock),or (ii) declareany dividend (except adividend payablein stock
of theissuer) or other distributions upon any of itsoutstanding capital stock, includingthe SeriesB Preferred
or Series C Auction Rate Preferred, or purchase any such capital stock if, at the time of such declaration,
distribution or purchase, as applicable (and after giving effect thereto), asset coverage with respect to the
senior securities representing indebtedness would be less than 300% (or suchother percentage asmay inthe
futurebe specified in or under the 1940 A ct as the minimum asset coveragefor senior securitiesrepresenting
stock of a closed-end investment company as a condition of declaring dividends on its Preferred Stock),
except that dividends may be dedared upon any Preferred Stock, including the SeriesB Preferred or Series
C Auction Rate Preferred, if, at the timeof such declaration (and after giving eff ect thereto), asset cover age
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 securities representing stock of aclosed-end investment company as a condition of
declaring dividendson itsPreferred Stock). A declaration of advidend or other distribution on or purchase
or redemption of SeriesB Preferred or Series C Auction Rate Preferred is prohibited, unlessthereisno event
of default under indebtedness senior to the Series B Preferred and/or Series C Auction Rate Preferred and,
immediately after such transaction, the Fund would have Eligible Assets with an aggregated Discounted
Value at least equal to the asset coverage requirements under indebtedness senior to its Preferred Stock
(including the Series B Preferred and/or SeriesC Auction Rate Preferred).

For so long as the Series B Preferred or Series C Auction Rate Preferred is Outstanding, except as
otherwise provided inthe 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 Common Stock or other stock, if any, ranking junior to the Series B Preferred and/or
SeriesC Auction Rate Preferred asto dividends or upon liquidation) with respect to shares of Common Stock
or any other stock of the Fund rarking junior to the Series B Preferred and/or Series C Auction Rate
Preferred asto 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
SeriesC Auction Rate Preferred (except by conversioninto or exchangefor sharesof the Fund ranking junior
to the Series B Preferred and/or Series C Auction Rate Preferred as to dividends and upon liquidation),
unless, in each case, (x) immediately after such transaction, the Fund would have Eligible Assets with an
aggregate Discounted Value at least equal to the Basic Maintenance Amount applicableto, 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 Stodk, including the Series B Preferred and/or Series C Auction Rate
Preferred, would be achieved, (y) dl cumulative and unpaid dividends due on or prior to the date of the
transaction have been declared and paid in full with respect to the Preferred Stock, including the Series B
Preferred and/or Series C Auction RatePreferred (or will have beendeclared and sufficient fundsfor thefull
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
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pursuant to any provision for mandatory redemption contained in the Articles Supplementary, includingany
Series B Preferred and/or Series C Auction RatePreferred required or determined to be redeemed pursuant
to any such provision.

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 Rae Preferred) have been or contemporaneously are declared and paid. If full cumulative
dividends due have not been paid on all such shares of Preferred Stock, any dividends being paid on such
shares of Preferred Stock (including the Series B 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 Date.

Asset Maintenance

The Fund is required to satisfy two separate asset maintenance requirements in respect of its
Preferred Stock, including the Series B Preferred and/or Series C Auction Rate Preferred: (i) theFund must
maintain 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 Preferred, plus specified liabilities, payment
obligationsand other amounts; and (ii) the Fund must maintai n asset coverage for its Outstanding Preferred
Stock, including for the Series B Preferred and/or Series C Auction Rate Preferred, of at |east 200%.

Basic Maintenance Amount. The Fundisrequired to maintain, as of each Valuation Date, Eligible
Assets having in the aggregate a Discounted Value at least equal to the Basic Maintenance Amourt,
calculated separately for Moody's (if Moody'sisthen rating the Series B Preferred or Series C AuctionRate
Preferred at the request of the Fund) and Fitch (if Fitch is then rating the Series B Preferred or Series C
Auction Rate Preferred at the request of the Fund). For this purpose, the value of the Fund's portfolio
securitieswill be the Market Vaue. If the Fund fails to meet such requirement onany Valuation Date and
such failure is not aured by the related Cure Date, the Fund will be required under certain circumstancesto
redeem some or al of the SeriesB Preferred or Series C Auction Rate Preferred.

The "Basic Maintenance Amount” means, as of any Valuation Date, the ddlar amount equal to (i)
the sum of (&) the product of the number of sharesof each class or series of Preferred Stock Outstandingon
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 accumulatedfor
each Outstanding share of Preferred Stock from the most recent Dividend Payment Date to which dividends
have been paid or duly provided for (ar, in the event the Basic Maintenance Amount is cal culated on a date
prior to theinitial Dividend Payment Date with respect to a class or seriesof the Preferred Stock, then from
thedateof original issue) through the Va uationDate plusall dividendsto accumul ate on the Preferred Stock
then Outstanding duri ng the 70 days following such Valuation Date or, if less, duri ng the number of days
following such Valuation Date that shares of Preferred Stock calledfor redemption are scheduled to remain
Outstanding; (c) the Fund's other liabilitiesdue and payable as of such Valuation Date (except that dividends
and other distributions payable by the Fund on Common Stock will not be included as aliability) and such
liabilities projected to become due and payable by the Fund during the 90 days following such Valuation
Date (excluding liahilities 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
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the extent not reflected in (or specifically excluded by) any of (i)(a) through (i)(c) (including, without
limitation, and immediately upon determination, any amounts due and payable by the Fund pursuant to
reverse repurchase agreements and any payables for assets purchased as of suchValuation 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 assetsiif, 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 Sock or payment of another liability and are
either U.S. Gover nment Obl igations or evidences of i ndebtedness whi ch have arating assigned by M oody's
of a least Aag, P-1, VMIG-1 or MIG-1orby S&P of & least AAA, SP-1+ or A-1+, and areirrevocably 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 thecase may be, for the payment of the anounts needed to redeem or repurchase
Preferred Stock subject to redemption or repurchase or any of (i)(b) through (i)(d); and provided that inthe
event the Fund hasrepurchased Preferred Stock and irrevocebly 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 dedua 100% of the Liquidation Preference of such Preferred Stock to be
repurchased from (i) above.

The Discount Factors, the criteria used to deter mine whet her 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 compliance with the Basic Maintenance Amount are based on the criteria
established in connectionwith rating the Series B Preferred or Series C Auction Rate Preferred, asthe case
may be. Thesefactorsinclude, but arenot limited to, the sensitivity of the market value of the relevant asset
to changesin interest rates, the liquidity and depth of the market for the relevant asset, the credit quality of
the relevant assa (for example, the lower the rating of a debt obligation, the higher the related discount
factor) and the frequency with which the rel evant asset is marked to market. In no event will theDiscounted
Value of any asset of the Fund exceed its unpaid principal balance or face amount as of the date of
calculation.

The Discount Factor relating to any asset of the Fund, the Basic Maintenance Amount, the assets
eligiblefor inclusioninthecal culation of the Discounted V a ue of theFund's portfolio and certain definitions
and methods of calculation relating thereto may be changed from time to time by the Fund, without
stockholder approval, but only in the event that the Fund receives written confirmation from each Rating
Agency which isthen rating the Series B Preferred or Series C Auction Rate Preferred, as thecase may be,
and which so requiresthat any such changeswould not impair an applicable Aaa credit rating from Moody's
or AAA rating from Fitch.

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

Upon any failure to maintain the required Discounted Value of the Fund's Eligible Assets, the Fund
will seek to dter the composition of its portfolio to re-attainthe Basic Maintenance Amount on or prior to



the applicable Cure Date, thereby incurring addtional transaction costs and possible |osses and/or gains on
dispositions of portfolio securities.

Under certain circumstances, as described in the Articles Supplementary, the Board of Directors
without further action by the stockholders may modify the calculation of Adjusted Value (asdefined 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 Preferred Sock by arating agency rating such shares at the
request of the Fund or isin the best interests of the holders of common stock and isnot adverseto theholders
of Preferred Stock in view of advice to the Fund by therelevant rating agency that such madification woud
not adversely affect the then-currert rating of the affected Preferred Shares. In addition, subject to
compliance with applicable law, the Board of Directors may amend the definition of Maximum Rateto
increase the percentage amount by which the Reference Rateis multipliedto determinethe MaximumRate
shown therein without the vote or consent of the Holders of shares of Preferred Stock, including the Series
C Auction Rate Preferred Shares, or any other stockholder of the Fund, after consutation with the
Broker-Dealers, and with confirmation from each Rating Agency that immediately fol lowing any such
increase the Fund would meet the Series C Auction Rate Preferred Basic Maintenance Amount Test.

1940 Act Series C Auction Rate Preferred Asset Coverage. Asof each Valuation Date, the Fund will
determinewhether the 1940 Act Asset Covearageis met as of that date. The Fund will deliver tothe Auction
Agent and each Rating Agency a 1940 Act Asset Coverage Certificate which setsforth the determination of
the preceding sentence (i) as of the Date of Original Issue and, thereafter, (ii) asof (a) the last Business Day
of each March, June, September and December and (b) a Business Day on or before any 1940 Act Asset
Coverage Cure Date following afailure to meet 1940 Act Asset Coverage. Such 1940 Act Asset Coverage
Certificatewill be delivered in the case of clause (i) on the Date of Original Issue and in the case of clause
(i) on or before the seventh Business Day after the last Business Day of such March, June, September and
December, as the case may be, or the relevant Cure Date.

Notices. The Fund must deliver aBasic Maintenance Report to each applicable Rating Agency and
the Auction Agent, if any, which sets forth, as of the related Valuation Date, Eligble Assets sufficient to
meet or exceed the applicable Basic Maintenance Amount, the Market V alue and Discounted V alue thereof
(inaseries and in the aggregate) and the applicable Basic Maintenance Amount. Such Basic Maintenance
Reportsmust be delivered as of the applicable Date of Original 1ssueand thereafter upon the occurrence of
specified events on or before the seventh 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 asegregated custodial account a specified amount of Deposit
Assetsnot | ater than 12:00 noon, New Y ork City time, on each Dividend Payment Date and each Redemption
Daterelating to the Series C Auction RatePreferred. These Deposit Assets, inal cases, will have aninitial
combined value greater than or equal to the cash amounts payable on the applicable Dividend Payment Date
or Redemption Date, and will meture prior to such date.



Restrictions on Transfer Relating to the Series C Auction Rate Preferred

Series C Auction Rate Preferred may be transferred only (i) pursuant to an Order placed in an
Auction, (ii) to or through a Broker-Dealer, or (iii) to the Fund or any Affiliate. Notwithstanding the
foregoing, atransfer other than pursuant to an Auctionwill not be effective unlessthe selling Existing Hol der
or the Agent Member of such Existing Holder, in the case of an Existing Holder whose shares arelisted in
its own name on the booksof the Auction Agent, or the Broker-Dealer or Agent Member of such Broker-
Dealer, inthe case of atransfer 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 Depasitory will bear legends with resped to the
restrictions described above and stop-transfer instructions will be issued to the Transfer Agent and/or
Registrar.

MOODY'S AND FITCH GUIDELINES

The descriptions of the Moody's and Fitch Guidelines contained in this SAI do not purport to be
complete 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 Praspectus and this SAI area part and may be inspected, and copies thereof may be obtained,
as described under "Additional Information” in the Prospectus.

The composition of the Fund'sportfolio reflectsguidelines (referred to herein asthe " Rating Agency
Guidelines") established by Moody's and Fitch, each aRating Agency, in connedion with the Fund's receipt
of arating of Aaafrom Moody'sand AAA from Fitch, respectively, for the Series C Audion Rate Preferred
and arating of Aaafrom Moody's for the Series B Preferred. These Rating Agency Guidelinesrelate, among
other things, to industry and credit quality characteristics of issuers and diversification requirements and
specify various Discount Factors for different types of securities (with the level of discount greater asthe
rating of a security becomes lower). Under the Rating Agency Guidelines, certain types of seauritiesin
which the Fund may otherwise invest consistent with its investment strategy are not eligible for inclusion
in the calculation of the Discounted Vaue of the Fund's portfdio. Such instrumentsinclude, for exanple,
private placements (other than Rule 144A Securities) and other securities not within the Raing Agency
Guidelines. Accordingly, although the Fund reserves the right to invest in such securities to the extent set
forth herein, such securities have not and it is anticipated that they will not constitute a significant portion
of the Fund's portfolio.

TheRating Agency Guidelinesrequirethat the Fundmaintai n assetshaving an aggregate Di scounted
Value, determined on the basis of the Guidelines, greater than the aggregate liquidaion preference of the
Outstanding shares of Series B Preferred, Series C Audion 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 to maintain asset coverage for the Outstanding Sharesof Series B
Preferred, Series C Auction Rate Preferred and other Preferred Stock on anon-discounted basis of at |east
200% as of the end of each month, 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 Maintenance." The effect of compliance with the
Rating Agency Guidelines may be to cause the Fund to invest in higher quality assets and/or to maintain
relatively substantial balances of highly liquid assets or to restrict the Funds ability to make certain
investments that would otherwise be deemed paentially desirable by the Investment Adviser, including
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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 therelevant Rating Agency and would nat apply
if the Fund in the future elected not to use investment leverageconsisting of senior securitiesrated 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 intendsto maintain, at specified times, a Discounted Value far its portfolio at | east equal
to the amount specified by each Rating Agency (the "Basic Maintenance Amount™), the determination of
whichisasset forth under " Additional Information Concerning The Series B Preferred and Series C Auction
Rate Preferred — Asset Maintenance." Moody's and Fitch have each established separate guidelines for
determining Discounted Value. To theextent any particular portfolio holding doesnot satisfy theapplicable
Rating Agency's Guidelines, al or a portion of such holding's value will not be included in thecalculation
of Discounted Value (as defined by such Rating Agency).

Upon any failure to maintain the required Discounted Value, the Fund may seek to alter the
composition of itsportfolio 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. To the extent any such failureisnot cured in atimely manner, the holders of the Series
B Preferred and Series C Auction Rate Preferredwill acquire certain rights. See "Additional Information
Concerning The Series B Preferred and SeriesC Auction Rate Preferred — Asset Maintenance."

The Rating Agency Guidelinesdo not impose any limitations on the percentage of Fund assets that
may beinvested in holdingsnot eligiblefor inclusionin the cal cul ation of the Discounted Valueof 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 Agency Guidelines.

A rating of preferred stock as Aaa (as described by Moodys) 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 whichisrated Aaaor AAA is considered to
be top-quality preferred stock with good asset protection and the least risk of dividend impairment within
the universe of preferred stocks.

Ratings are not recommendations to purchase hold or sell Series B Preferred or Series C Auction
Rate Preferred, inesmuch as therating 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 ratingmay be changed, suspended or withdrawn as
aresult of changesin, or unavailability of, such information.

MOODY'S GUIDELINES
Under the Moody's guidelines, the Fund isrequired to maintai n specified discounted asset valuesfor
itsportfolio representing the Basic Maintenance Amount. ThefollowingDiscount Factorsapply toportfolio

holdings as described below, subject to diversification, issuer Sze and other requirements, in order to
constitute Moody's Eligible Assets includable within the calculation of Discounted Value:

B-55



(a) Convertibe securities (including convertible preferreds):

DISCOUNT FACTORS (1)

RATINGS(2) UTILITY INDUSTRIAL FINANCIAL TRANSPORTATION
Aaa ................. 162% 256% 233% 250%
Aa ... 167% 261% 238% 265%
AL 172% 266% 243% 275%
Baa ................. 188% 282% 259% 285%
Ba.................. 195% 290% 265% 290%
B ..o 199% 293% 270% 295%
NR@B) ..o 300% 300% 300% 300%
(1) Discount factors are for 7-week exposure period.
(2) If aconvertiblesecurityisunrated by Moody's but israted by S& P, arating two numeric ratings below the S& P

rating will be used (e.g., wherethe S& P rating is AAA, aMoody's rating of Aa2 will beused; where the S& P
rating is AA+, aMoody's rating of Aa3 will be used).

(3) Unrated fixed-income and convertible securities, which arerated by neither Moody's nor S& P, are limited to
10% of discounted Moody's Eligible A ssets. If acorporate debt security is unrated by both Moody's and S& P,
the Fund will use the percentage set forth under "U nrated" in this table.

Upon conversion to common stock, the Disoount Factors gpplicable to common stock will

apply:

COMMON STOCKS UTILITY INDUSTRIAL FINANCIAL
7 week exposureperiod . . . 170% 264% 241%

(b) Corporate Debt Securities (non-convertible): The percentage determined by reference to
the rating on such asset with reference to the remaining term to maturity of such asset, in accordance with
the table set forth below.

MOODY'S RATING CATEG ORY(1)

TERMS TO MATURITY OF

CORPORATE DEBT SECURITY Aaa Aa A Baa Ba B UNRATED(2)
lyearorless......... ..., 109% 112% 115% 118% 119% 125% 225%
2 yearsor less (but longer than 1 year) . . ... 115 118 122 125 127 133 225
3 years or less (but longer than 2 years) .. .. 120 123 127 131 133 140 225
4 years or less (but longer than 3 years) . ... 126 129 133 138 140 147 225
5 years or less (but longer than 4 years) . . .. 132 135 139 144 146 154 225
7 years or less (but longer than 5 years) .. .. 139 143 147 152 156 164 225
10 years or less (but longer than 7 years) . .. 145 150 155 160 164 173 225
15 years or less (but longer than 10 years) . . 150 155 160 165 170 180 225
20 years or less (but longer than 15 years) . . 150 155 160 165 170 190 225
30 years or less (but longer than 20 years) . . 150 155 160 165 170 191 225
Greaterthan30years .................. 165 173 181 189 205 221 225



(1) If a corporate debt security is unrated by Moody's but is rated by S& P, a rating two numeric
ratingsbelow the S& Pratingwill beused (e.g., wherethe S& Pratingis AAA, aMoody's rating
of Aa2 will be used; where the S& P rating is AA+, aMoody's rating of Aa3 will be used).

(2) Unrated corporate debt securities, which are corporate debt securities rated by neither Moody's
nor S& P, are limited to 10% of discounted Moody's Eligible A ssets. If acorporate debt security
isunrated by both Moody's and S& P, the Fund wil | usethe percentage set forth under "Unrated”
in this table.

The Moody's Discount Factors presented in the immediately preceding
table will aso apply to corporate debt securities that do not pay interest in U.S. dollars or
euros, provided that the M oody's Discount Factor determined from the table shall be multiplied
by afactor of 120% for purposes of calculatingthe Discounted Value of such securities.

(c) Preferred Stock: The Moody's Discount Factor for preferred stock shall be
(i) for preferred gocks issued by a utility, 146%; (ii) for preferred stocks of industrial and
financial issuers, 209%; (iii) for preferred stocks issued by real estate related issuers, 154%;
and (iv) for auction rate preferred stocks 350%.

(d) U.S. Government Obligations and U.S. Treasury Strips:

REMAINING TERM TO MATURITY

U.S. GOVERNMENT SECURITIES
DISCOUNT FACTOR

U.S. TREASURY STRIPS
DISCOUNT FACTOR

lyearorless.......... .. ... 107% 107%
2 yearsor less (but longer than 1 year) . ...... 113 115
3 yearsor less (but longer than 2 years) . ..... 118 121
4 years or less (but longer than 3years) ...... 123 128
5 years or less (but longer than 4 years) .. .... 128 135
7 years or less (but longer than 5 years) .. .... 135 147
10 years or less (but longer than 7 years) . .. .. 141 163
15 years or less (but longer than 10 years) . . .. 146 191
20 years or less (but longer than 15 years) . . .. 154 218
30 years or less (but longer than 20 years) . . .. 154 244

(e) Short-Term Instruments and Cash: The Moody's Discount Factor appliedto

short-termportfoliosecurities, includingwithout limitation short-term corporate debt securities,
Short-TermMoney Marke Instruments and shortterm munidpal debt obligations, will be (i)
100%, so long as such portfolio securities mature or have ademand feature at par exercisable
within the Moody's Exposure Period; (ii) 115%, so long as such portfolio securities mature or
have a demand feature at par not exercisable within the Moody's Exposure Period; and (iii)
125%, if such securitiesarenot rated by Moody's, so long as such portfolio securities are rated
atleast A-1+/AA or SP-1+/AA by S& P andmature or have ademand feature at par exercisable
within the Moody's Exposure Period. A Moody's Discount Factor of 100% will be gpplied to
cash. Moody's rated Rule 2a-7 money market fundswill also havea discount factor of 100%.

(f) Rule 144A Securities. The Moody's Discount Factor goplied to Rule 144A
Securitiesfor Rule144A Securitieswill be 130% of the Moody's Discount Factor which would
apply were the securities registered under the Securities Act.
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"Moody's Eligible Assets' means:

(@) cash (including interest and dividendsdue on assetsrated (i) Baa3 or higher
by Moody's if the payment date is within five Business Days of the Valuation Date, (ii) A2 or
higher if the payment date iswithin thirty days of the Valuation Date, and (iii) A1 or higher if
the payment dateiswithin the Moody's Exposure Period) and receivablesfor Moody'sHigible
Assetssold if the receivableis due within five Business Days of the Valuation Date, and if the
trades which generated such receivables are (1) settled through clearing house firms with
respect towhichthe Fund hasreceived prior writtenauthorization from Moody'sor (2) (A) with
counterparties having a Moody's long-term debt rating of at least Baa3 or (B) with
counterparties having a Moody's Short-TermMoney Market Instrument rating of at least P-1;

(b) Short-Term Money Market Instruments, so long as(i) such securities are
rated at least P-1, (ii) in the case of demand deposits, time deposits and overnight funds, the
supporting entity israted at least A2, or (iii) in dl other cases, the supportingentity (1) israted
A2 and the security matures within one month, (2) israted A1 andthe security matureswithin
threemonthsor (3) israted at least Aa3 and the security matureswithin six months. In addition,
Moody's rated Rule 2a-7 money market funds are also eligible investments.

(c) U.S. Government Obligations and U.S. Treasury Strips;
(d) Rule 144A Securities,

(e) Corporate debt securities if (i) such securities are rated B3 or higher by
Moody's; (ii) such securities providefor the period ¢ payment of interest incashin U.S.dollars
or euros, except that such securities that do not pay interest in U.S. dollars or euros shall be
considered Moody's Eligible Assets if they are rated by Moody's or S&P; (iii) for debt
securities rated Bal and below, no morethan 10% of the original amount of such issue may
constitute Moody's Hligible Assets; (iv) such securities have been registered under the
Securities Act or are restricted as to resale under federal securities laws but are eligble for
resal e pursuant to Rule 144A under the Securities Act as determined by theFund's investment
manager or portfolio manager acting pursuant to procedures approved by the Board of
Directors, except that such securities that are not subject to U.S. federal securitieslaws shall
be considered Moody's Higible Assets if they are publicly traded; and (v) such securitiesare
not subject to extended settlement.

Notwithstanding the foregoing limitations, (1) corporate debt securities not
rated at least B3 by Moody's shall be considered to be Moody's Elighble Assets only to the
extent the Market Valueof such corporate debt securities does not exceed 10% of the eggregate
Market Value of all Moody's Eligible Assets; provided, however, that if the Market VValue of
such corporate deht securities exceeds 10% of the aggregate Market Vaue of al Moody's
Eligible Assets, a portion of such corporate debt securities (selected by the Fund) shall not be
considered Moody's Eligible Assets, so that the Market V alue of such corporate debt securities
(excluding such portion) does not exceed 10% of the aggregate Market V aue of all Moody's
Eligible Assets; and (2) corporate debt securities rated by neither Moody's nor S& P shall be
considered to be Moody's Eligible Assets only to the extent such securities are issued by
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entitieswhich (A) have not filed for bankruptcy within the past three years, (B) are current on
al principal andinterest intheir fixedincome obligations, (C) are currenton all preferred stock
dividends, and (D) possessacurrent, unqualified audtor'sreport without qualified, explanaory
language.

(f) Convertiblebonds, provided that (i) theissuer of common stock must have
a Moody's senior unsecured debt of B3 or better, or an S& P rating of BB or better, (ii) the
common stocks must be traded on the NY SE, AMEX, or NASDAQ, (iii) dividends must be
paidin U.S. dollars, (iv) the portfolio of convertible bonds must be diverdfied as set forth in
Figure 1 below, (v) the company shall not hold shares exceeding the average weekly trading
volume during the preceding month, (vi) synthetic convertibles are excluded from asset
eligibility.

CONVERTIBLE BONDS DIVERSIFICATION GUIDELINES

MAXIMUM SINGLE MAXIMUM SINGLE MAXIMUM SINGLE
TYPE ISSUER (%) (1) INDUSTRY (%) STATE (%) (1)
Utility ........... 4 50 7(2)
Other............ 6 20 n/a
(1) Percentage represent a portion of the aggregate market value and number of outstanding shares
of the convertible stock portfolio.
(2) Utility companies operating in more than one state should be diversified according to the state

inwhichthey generatethelargest part of their rev enues. Publicly available information on utility
company revenuesby stateisavailable from the Uniform Stati stical Report (USR) or the Federal
Energy Regulation commission (FERC).

(g) Preferred stocksif (i) dividendson such preferred stock arecumulative, (ii)
such securities provide for the periodic payment of dividends thereon incash in U.S. ddlars
or eurosand do not providefor conversion or exchangeinto, or have warrantsattached entitling
the holder to receive, equity capital at any time over the respective lives of such securities, (iii)
the issuer of such a preferred stock has common stock listed on either the New Y ork Stock
Exchange or the American Stock Exchange, (iv) the issuer of such a preferred stock has a
senior debt rating from Moody's of Baal or higher or apreferred stock ratingfrom Moody's of
Baa3 or higher and (v) such preferred stock has pad consistent cash dividendsin U.S. ddlars
or eurosover thelast three years or hasaminimum rating of A1 (if theissuer of such preferred
stock has other preferred issues outstanding that have been paying dividends consistently for
the last three years, then a preferred stock without such a dividend history would also be
eligible).Inaddition, the preferred stocksmust havethefollowing diversification requirements:
(1) the preferred stock issue must be greater than $50 million and (2) the minimum holding by
the Fund of each issue of preferred stock is $500,000 and the maximum holding of preferred
stock of each issue is $5 million In addition, preferred stocks issued by transportation
companies will not be considered Moody's Eligible Assets.

(h) Financia contracts, as such termisdefined in Section 3(c)(2)(B)(ii) of the
Investment Company Act, not otherwise provided for in this definition but only upon receipt
by the Fund of aletter from Moody's specifying any conditions on including such financial
contractin Moody'sEligible A ssetsand assuring the Fund that i ncluding suchfinancial contract
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in the manner so specified would not affect the credit rating assigned by Moody's to the Series
C Auction Rate Preferred.

(i) Interest rate swaps entered into according to Intemational Swap Dealers
Association ("ISDA™) gandardsif (i) the counterparty to the swap transactionhas a short-term
rating of not less than P-1 or, if the counterparty does not have a shortterm rating, the
counter party's senior unsecured long-term debt rating is Aa3 or higher and (ii) the original
aggregate notional amount of the interest rate swap transaction or transactions is not to be
greater than theliquidation preference of theSeries C Auction Rate Preferred originallyissued.
The interest rate swap transaction will be marked-to-market daly.

Inaddition, portfolio holdingsasdescribed bel ow must bewithin thefollowing
diversification and issue size requirementsin order to be included in Moody's Eligible Assets:

MAXIMUM MAXIMUM
MAXIMUM SINGLE SINGLE MAXIMUM
SINGLE INDUSTRY (3)(4) INDUSTRY (3)(4) ISSUE SIZE
RATINGS(1) ISSUER(2)(3) NON-UTILITY UTILITY ($IN MILLION) (5)
Aaa ... 100% 100% 100% $100
Aa ..o 20 60 30 100
A 10 40 25 100
Baa ............ ... .. ... ... 6 20 20 100
Ba....... ... . i 4 12 12 50(6)
B1-B2 ........ ... .. 3 8 8 50(6)
B3orbelow .................. 2 5 5 50(6)
(1) Refers to the preferred stock and senior debt rating of the portfolio holding.
(2) Companies subject to common ownership of 25% or more are considered as one issuer.
(3) Percentages represent a portion of the aggregate Market Value of corporate debt securities.
(4) Industries are determined according to Moody's Industry Classifications, as defined herein.
(5) Except for preferred stock, which has a minimum issue size of $50 million.
(6) Portfolio holdings from issues ranging from $50 million to $100 million are limited to 20% of

the Fund's total assets.

FITCH GUIDELINES

Under the Fitch guidelines, the Fund isrequiredto maintain specified discounted asset
valuesfor itsportfolio representingthe BasicMaintenance Amount. The Fitch Discount Factor
for any Fitch Eligible Asset other than the securities set forth below will be the percentage
provided in writing by Fitch. The following Discount Factors apply to portfolio holdings as
described below, subject to diversification, issuer size and other requirements, in order to
constitute Fitch Eligible Assets includable withinthe calculation of Discounted Value:

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

NOT
TERM TO MATURITY OF CORPORATE RATED OR
DEBT SECURITY UNRATED (1) AAA AA A BBB BB BELOW BB




3yearsor less (but longer than 1 year) . ....... 106.38% 108.11% 109.89% 111.73%  129.87% 15152%

5yearsor less (but longer than 3years) ........ 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% 15152%

15 years or less (but longer than 10 years) . ... .. 119.76%  121.95% 124.22% 126.58%  139.05% 151.52%

Morethan15years . ..., 124.22%  126.58% 129.03% 131.58%  144.55% 151.52%
(1) If asecurityis not rated by Fitch but is rated by two other rating agencies, then the lower of the

ratings on the security from thetwo other rating agencies will be used to determine the Fitch
Discount Factor (e.g., wherethe S& P rating is A- and the Moody'srating is Baal, aFitch rating
of BBB + will beused). If asecurity isnotrated by Fitch butisrated by only one other NRSRO,
then the rating on the security from the other NRSRO will be used to determine the Fitch
Discount Factor (e.g., wherethe only rating on asecurity isan S& Prating of AAA, aFitch rating
of AAA will be used, and where the onlyrating on a security isaMoody's rating of Ba3, aFitch
rating of BB- will be used). If a security is not rated by any NRSRO, the Fund will use the
percentage set forth under "Not Rated" in this table.

(b) Convertible debt securities The Fitch Disount Factor goplied to
convertible debt securitiesis (i) 200% for investment grade convertibles and (ii) 222% for
below investment grade convertibles so long as such convertible debt securitieshave neither
(1) conversion premium greater than 100% nor (2) have ayield to maturity or yield to worst
of >15.00% above the relevant Treasury curve.

The Fitch Discount Factor applied to convertibledebt securities which have
conversion premiums of greater than 100% is(i) 152% for investment grade convertibles and
(ii) 179% for below investment grade convertibles so long as such convertible debt securities
do not have ayield to maturity or yield to worst of > 15.00% abovetherelevant Treasury curve.
The Fitch Discount Factor appliedto convertibledebt securitieswhich haveayield to maturity
or yield to worst of > 15.00% above the relevant Treasury curve is 370%.

If asecurity is not rated by Fitch but is rated by two other Rating Agencies,
then the lower of the rati ngs on the security from thetwo other Rating Agencies will be used
to determinethe Fitch Discount Factor (e.g., wherethe S& Prating is A- and the M oody'srating
isBaal, aFitchrating of BBB+ will be used). If asecurity isnot rated by Fitch but israted by
only one other NRSRO, then the rating on the security from the other NRSRO will be used to
determinethe Fitch Disoount Factor (eg., where the only ratingon a security isan S& P rating
of AAA, aFitch 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
NRSRO, the Fund will treat the security asif it were below investment grade.

(c) Preferred securities: The percentage determined by referenceto therating
of apreferred security in accordance with the table set forth below.

NOT RATED
OR
NOT RATED OR BELOW PREFERRED SECURITY(1) AAA AA A BBB BB 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%
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(1) If asecurityis not rated by Fitch but is rated by two other Rating Agercies, thenthe 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 M oody's rating is Baal, a Fitch rating
of BBB + will be used). If asecurity is not rated by Fitchbutis rated by only one other NRSRO,
thentherating on the security from the other NRSRO will be used to determine the Fitch Discount
Factor (e.g., where the only rating on a security isan S& P rating of A AA, a Fitchrating of AAA
will be used, and where the only ratingon a security isa Moody's rating of Ba3, a Fitch rating of
BB- will beused). If asecurityisnot rated by any NRSRO, the Fund will use the percentage set
forth under " Not Rated" in this table.

(d) U.S. Government Obligations and U.S. Treasury Strips:

DISCOUNT TIME REMAINING TO MATURITY FACTOR

Lyear OF [€SS . . .ot 100%
2yearsorless(butlongerthanlyear) ................ ... ... 103%
3yearsorless (butlongerthan2years) ..............cvvu... 105%
4yearsor less (but longerthan3years) .. .......... .. 107%
5yearsorless (but longerthan4years). .............. ... . ...... 109%
7 yearsor less (but longerthan5years) . .......... .. ... . ...... 112%
10yearsor less (but longerthan 7 years) ........................ 114%
15 yearsor less (but longer than 10years) . .......... ... 122%
20 yearsor less (but longer than 15years) . .......... ... . ........ 130%
25 yearsor less (but longer than 20years) . .......... ... ........ 146%
Greater than 30 years . ... ...ttt e 154%

(e) Short-Term Investments and Cash: The Fitch Discount Factor applied to
short-termportfolio securities, including without limitation Debt Securities, Short Term Money
Market Instruments and municipal debt obligations, will be (i) 100%, so longas such portfdio
securitiesmature or have ademand feature at par exercisable within the Fitch Exposure Period;
(if) 115%, so long as such portfolio securities mature or have a demand feature at par not
exercisablewithintheFitch Exposure Period; and (iii) 125%, so longassuch portfolio securities
neither mature nor have a demand featureat par exercisable within the Fitch Exposure Period.
A Fitch Discount Factor of 100% will be applied to cash.

(f) Rule 144A Securities. The Fitch Discount Factor applied to Rule 144A
Securities will be 110% of the Fitch Discount Factor which would apply were the securities
registered under the Securities Act.

(g) Foreign Bonds: The Fitch Discount Factor (i) for a Foreign Bond the
principal of which (if not denominated in U.S. dollars) is subject to a currency hedging
transaction will be the Fitch Discount Factor that would otherwise apply to such Foreign Bonds
in accordance with this definition and (ii) for (1) aForeign Bond the principal of which (if not
denominated in U.S. dollars) is not subject to a currency hedging transaction and (2) a bond
issuedinacurrency other than U.S. dollarsby acorporation, limited liability company or limited
partnership domiciled in, or the government or any agency, instrumentality o political
subdivision of, a nation other than an Approved Foreign Nation, will be 370%.

"Fitch Eligible Assets’ means:



(a) Cash (includinginterest and dividendsdue on assetsrated (i) BBB or higher
by Fitch or the equivalent by another NRSRO if the payment date is within five Business Days
of the Valuation Date, (ii) A or higher by Fitch or the equivalent by another NRSRO if the
payment date iswithin thirty days of the Valuation Date, and (iii) A+ or higher by Fitch or the
equivalent by another NRSRO if the payment date is within the Fitch Exposure Period) and
receivablesfor Fitch Eligible Assets sold if thereceivable isdue withinfive Business Days of
the Valuation Date, and if the trades which generated such receivables are settled within five
Business Days;

(b) Short Term Money Market Instruments so long as (i) such securities are
rated at least F1+ by Fitch or the equivalent by another NRSRO, (ii) in the case of demand
deposits, time deposits and overnight funds, the supporting entity israted at least A by Fitch or
the equivalent by another NRSRO, or (iii) in al other cases, the supporting entity (1) isratedat
least A by Fitch o the equivalent by another NRSRO and the security matures within one
month, (2) is rated at least A by Fitch or the equivalent by another NRSRO and the security
matures within three months or (3) israted at least AA by Fitch or the equivalent by another
NRSRO and the security matures within six months;

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

(d) Debt securitiesif such securities have been registered under the Securities
Actor arerestricted astoresale under federal securitieslaws but are eligiblefor resale pursuant
to Rule 144A under the Securities Act as determined by the Fund's investment manager or
portfoliomanager acting pursuant toprocedures approved by the Boardof Directorsof the Fund,;
and such securities are issued by (i) a U.S. corporation, limited liability company or limited
partnership, (ii) a corporation, limited liability company or limited partnership domiciled in
Argentina, Australia, Brazil, Chile, France, Germany, Italy, Japan, K orea, Mexico, Spain or the
United Kingdom (the "Approved Foreign Nations'), (iii) 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"), (iv) acorporation, limited liability company or limited partnershipdomiciled in Canada
or (v) the Canadian government or any of itsagencies, instrumentalitiesor political subdivisions
(the debt securities of Canadian issuers being referred to collectivdy as "Canadian Bonds").
Foreign Bonds held by the Fund will qualify as Fitch Eligible Assets only up to a maximum of
20% of the aggregate Market Val ue of all assets constituting Fitch Eligible Assets. Similarly,
Canadian Bonds held by the Fund will qualify as Htch Eligible Assetsonly up to a maximum
of 20% of the aggregate Market Value of all assets constituting Fitch Eligible Assets.
Notwithstanding the limitations in the two preceding sentences, Foreign Bonds and Canadian
Bonds held by the Fund will qualify as Fitch Eligible Assets only up to a maximum of 30% of
the aggregate Market Valueof all assetsconstituting 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 Assts
if (1) they provide for periodic payment of interest in cash in U.S. dollars or euros; (2) they do
not provide for conversion or exchange into equity capital at any time over their lives (3) they
have been registared 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 Fund's investment manager or portfolio manager acting
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pursuant to procedures approved by the Board of Directors of the Fund; (4) they wereissued by
a U.S. corporation, limited liability company or limited partnership; and (5) at the time of
purchase at |east one year had elapsed since the issuer's reorgani zation. Reorgani zation Bonds
may also be considered debt securities constituting Fitch Eligble Assets if they have been
approved by Fitch, which approva shall not be unreasonably withheld. All debt securities
satisfying the foregoing requirements and restrictions of this paragraph (d) are herein referred
to as "Debt Seaurities;"

(e) Preferred stocksif (i) dividendson such preferred stock are cumulative, (ii)
such securities provide for the periodic payment of dividendsthereonin cashin U.S. dollarsor
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 livesof such securities, (iii)
the issuer of such a preferred stock has common stock listed on either the New Y ork Stock
Exchange or the American Stock Exchange, (iv) theissuer of such apreferredstock hasasenior
debt rating or preferred stock rating from Fitch of BBB- or higher or the equivalent rating by
another NRSRO. In addition, the prefered stocks issue must beat least $50 million;

(f) Asset-backed and mortgage-backed securities;
(g) Rule 144A Securities,
(h) Bank Loans;

(i) Municipal debt obligation that (i) paysinterest in cash (ii) is part of anissue
of municipal debt obligations of at |east $5 million, except for municipal debt obligations rated
below A by Fitch or the equivalent rating by another NRSRO, in whichcase the minimum issue
sizeis $10 million;

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

(K) Convertible debt and convertible preferred stocks;

(1) Financial contracts, as such term is defined in Section 3(c)(2)(B)(ii) of the
Investment Company Act, not otherwise provided for in thisdefinition may beincludedin Fitch
Eligible Assts, but, with respect to any financial contract, only upon receipt by the Fund of a
writing from Fitch gecifying any conditions on including such financial contract in Fitch
Eligible Assets and assuring the Fund that includng such financial contract in the manner so
specified would not affect the credit rating assgned by Fitch to the Series C Auction Rate
Preferred;

(m) Interest rate swaps entered into according to International Swap Dealers
Association ("ISDA") gdandardsif (i) the counterparty to the swap transaction has ashort-term
rating of not less than F1 by Fitch or the equivalent by another NRSRO or, if the swap
counterparty does not have a short-term rating, the counterparty's senior unsecured long-term
debt rating is AA or higher by Fitch or the equivalent by another NRSRO and (ii) the original



aggregatenotional amount of theinterest rate swap transaction or transactionsisnot greater than
the liquidation preference of the Series C Auction Rate Preferred originally issued.

Wherethe Fund sells an asset and agreesto repurchase such asset in the future,
the Discounted Value of such asset will constitute a Fitch Eligble Asset and the amount the
Fund isrequired to pay upon repurchase of such asset will count as aliability for the purposes
of the Preferred Shares Basic Maintenance Amount. Where the Fund purchases an asset and
agreesto sell it to athird party in the future, cash receivable by the Fund thereby will constitute
aFitch Eligible Asset if the long-term debt of such other party israted at least A- by Fitch orthe
equivalent by another and such agreement has a term of 30 days or less; otherwise the
Discounted Value of such purchased asset will constitute a FHtch Eligible Asset.

Notwithstanding the foregoing, an asset will not be considered aFitch Eligible
Asset totheextent that it hasbeenirrevocably deposited forthe payment of (a)(i) through (a)(i v)
under the definition of Basic Maintenance Amount or to the extent it is subject to any liens,
except for (1) liens which are being contested in good faith by appropriate proceedings and
which Fitch hasindicated tothe Fund will not affect thestatus of suchasset asa FitchEligible
Asset, (2) liensfor taxesthat are not then due and payable or that can be paid thereafter without
penalty, (3) liens to secure payment for services rendered or cash advanced to the Fund by its
investment manager or portfolio manager, the Fund's custodian, transfer agent or registrar or the
Auction Agent and (4) liens arising by virtue of any repurchase agreement.

Portfolio holdings as described above must be within the following
diversification and issue size requirementsin order to be included in Fitch'sEligible Assets:

MAXIMUM MAXIMUM MAXIMUM
MINIM UM SINGLE SINGLE ISSUE SIZE ($ IN
SECURITY ISSUER (1) INDUSTRY (1)(2) MILLION) (3)
AAA . 100% 100% $100
AA- . 20 75 100
A- o 10 50 100
BBB- .......... 6 25 100
BB-............ 4 16 50
B- ... 3 12 50
CCC ........... 2 8 50
(1) Percentages represent a portion of the aggregate market value of corporate debt securities.
(2) Industries are determined according to Fitch's Industry Classifications, as defined herein.
(3) Preferred stock has a minimum issue size of $50 million.
NET ASSET VALUE

The net asset value of the Fund's shares will be computed based on the market value of
the securities it holds and will generally be determined daily as of the closeof regular trading
on the New Y ork 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 of the bid and asked
price on the principal market for such instruments on the most recent date on which bid and
asked prices are available. Initial public offering securities are initially valued at cost, and
thereafter as any other equity security. Other readily marketable assets will be valued at the
average of quotations provided by dealers maintaining an active market in such instruments.
Short-term debt instruments that are credit impaired or 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 i mpaired and mature in 60 days or fewer are valued at amortized cost from
purchase price or value on the61st day prior to maturity. Securities and other assetsfor which
market quotations are not readily available will be valued at fair value as determined in good
faith by or under thedirection of the Investment Adviser in accordance with guidelines adopted
by the Fund. The Fund may employ recognized pricing services from time to time for the
purpose of pricing portfolio instruments (including non-U.S. dollar denominated assets and
futures and options).

Trading takesplacein variousforeign markets on dayswhich are not BusinessDaysand
on which therefore the Fund's net asset value per shareisnot calculated. The calculationof the
Fund's net asset value may not take place contemporaneously with the determination of the
pricesof portfoliosecuritiesheld by the Fund. Eventsaffecting thevaluesof portfolio securities
that occur between the time their prices are determined and the close of the NY SE will not be
reflected in the Fund's calculation of net asset vdue unless theBoard 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 consideration of other factors by or under the direction
of the Board of Directors.

Net asset value per shareis calculated by dividing the value of the securities held plus
any cash or other assetsminusall liabilities, including accrued expenses, by the total number of
shares outstanding at such time.



BENEFICIAL OWNERS

Name and Address of

Beneficial/Record Owner Amount of Shares and
as of February 14,2003 Title of Class Natur e of Ow nership Percent of Class
Cede & Co.* Common 7,182,489 64.63%
P.O. Box 20 (record)

Bowling Green Station
New York, NY 10274

Bear Stearns Securities Corp** Common 1,799,857 16.20%
One M etrotech Center North, 4" Floor (record)
Brooklyn, NY 11201

Mario J. Gabelli and affiliates Common 1,568,548 14.11%
One Corporate Center*** (beneficial)
Rye, NY 10580

Charles Schwab & Co., Inc.** Common 627,152 5.64%
c/o ADP Proxy Services, (record)

51 Mercedes Way

Edgewood, NY 11717

Prudential Securities Inc. Common 573,466 5.16%
c/o ADP Proxy Services (record)

51 Mercedes Way

Edgewood, NY 11717

* A nominee partnership of The Depository Trust Company.
*k Shares held at The D epository T rust Comp any.
*kx Includes 209,110 shares owned directly by Mr. Gabelli, 13,334 shares owned by a family

partnership for which Mr. Gabelli serves as general partner, 46,016 shares held by custodial
accounts for which Mr. Gabelli serves as Trustee, 1,089,415 shares owned by Gabelli Asset
Management Inc. or its affiliates, 78,248shar es owned by the Gabelli & Company, Inc. Profit-
Sharing Plan, and 132425 shares owned by discretionary accounts managed by GAMCO
Investors, Inc., a wholly-owned subsidiary of Gabelli Asset M anagement Inc. Mr. Gabelli
disclaims beneficial ownership of the shares held by custodial accounts, the discretionary
accounts, and by the entities named except to the extent of hisinterest in such entities.

Asof February 14, 2003, the Directors and Officers of the Fund asa group bereficially
owned approxi mately 15.25% of the outstanding shares of the Fund's common stock.



GENERAL INFORMATION
Book-Entry-Only Issuance

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

DTC isalimited-purposetrust company organized under the New Y ork Banking Law,
a"banking organization” withinthe meaning of the New Y ork Banking Law, a member of the
Federal Reserve System, a" clearingcorporation” within the meaning of the New Y ork Uniform
Commercial Code and a"clearing agency" registered pursuant to the provisions of Section 17A
of the Securities Exchange Act of 1934, as amended. DTC holdssecurities that its partici pants
deposit with DTC. DTC aso facilities the settlement among paticipants of securities
transactions, such as transfers and pledges, in deposited securities through electronic
computerized book-entry changes in participants’ accounts, thereby eliminating the need for
physical movement of securitiescertificates. Direct DTC participantsinclude securitiesbrokers
and dealers, banks, trust comparies, clearing corporations and certain other organizations.
Access to the DTC system is also available to others such & securities brokers and dealers,
banks and trust companies that clear through or maintain a custodial relationship with a direct
participant, either directly or indirectly through other entities.

Purchases of securities within the DTC system must be made by or through direct
participants, which will receive a credit for the securities on DTC's records. The ownership
interest of each actual purchaser of asecurity, a beneficial owner, isin turn to be recorded on
the direct or indirect participants records. Beneficial owners will not receive written
confirmationfrom DTC of their purchases, but beneficial ownersare expectedto receivewritten
confirmations providing details of the transactions, as well as periodic statements of their
holdings, from thedirect or indirect parti cipantsthr ough which the beneficial owners purchased
securities. Transfersof ownership interestsin securitiesareto be accomplished by entriesmade
on the books of participants acting on behalf of beneficial owners. Beneficial ownerswill not
receive certificates representing their ownership interests in securities, except as provided
herein.

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

Conveyance of notices and other communications by DTC to direct participants, by
direct participantstoindirect partidpants, and by direct participantsand indirect participantsto



beneficial owners will be governed by arrangements among them, subject to any statutory or
regulatory regquirements as may be in effect from time totime.

Payments on the securities will be made to DTC. DTC's practice is to credit direct
participants accounts onthe rel evant payment date in accordance with their respective holdings
shown on DTC's records unless DTC has reason to believe that it will not receive paymentson
such payment date. Paymentsby participantsto beneficial ownerswill 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 requirementsas may bein effect from
timeto time. Payment of dividendsto DTC isthe responsihility of the Fund, disbursement of
such payments 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 discontinueproviding its services as securities depository with respect to the
securities at any time by givingreasonabl e noticeto the Fund. Under such circumstances, inthe
event that a successor securities depository is not oltained, certificates representing the
Securities will be printed and delivered.

Counsel and Independent Accountants

Skadden, Arps, Slate, Meagher & FlomLL P, Four TimesSquare, New Y ork, NewY ork
10036isspecia counsel to the Fundin connection with theissuance of SeriesB Preferred and/or
Series C Auction Rate Preferred.

PricewaterhouseCoopersL L P, independent accountants, 1177 Avenueof the Americas,
New York, New Y ork 10036, serve as auditors of the Fund and will annually render an opinion
on the financial statements of the Fund.



FINANCIAL STATEMENTS

The audited financial statements included in the Annua Report to the Fund's
Shareholders for the fiscal year ended December 31, 2002, together with the report of
PricewaterhouseCoopersL L Pthereon, area soincorporated hereinby referencefromtheFund's
Annual Report to Shareholders. All other portionsdf the Annual Report to Shareholdersare not
incorporated herein by reference and are not part of the Registration Statement. 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 Y ork 10580-1434 or by calling the Fund toll-free
at 800-GABELLI (422-3554).



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 equd 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
Periodsgreater than 91 days but fewer than or equal to 270 days, theratedescribedin (ii) below;

for Dividend Periods greater than 270 days, the Treasury Index Rate; on commercial paper on
behalf of issuerswhose corporate bondsarerated "AA" by S& P, or the equivalent of such rating
by another nationally recognized rating agency, as announced by the Federal Reserve Bank of
New Y ork for the close of business on the Business Day immediately preceding such date; or
(i) if the Federal Reserve Bank of New Y ork does not make available such arate, then the
arithmeticaverage of theinterest equivalent of such rates on commercial paper placed on behal f
of such issuers, as quoted on adiscount basis or otherwise by the Commercial Paper Dealesto
the Auction Agent for the close of businesson the Business Day immediately preceding such
date (rounded to the next highest .001 of 1%). If any Commercial Paper Dealer does not quote
arate required to determine the"AA" Financid Composite Commercial Paper Rate, such rate
will be determined on the basis of the quotations (or quotation) furnished by the remaining
Commercial Paper Dealers (or Dedler), if any, or, if there are no such Commercial Paper
Dealers, by the Auction Agent pursuant to instructions from the Fund. For purpaoses of this
definition, (A) "Commercial Paper Dealers’ will mean (1) Salomon Smith Barney Inc., Lehman
Brothersinc., Merrill Lynch, Pierce, Fenner & Smith Incorporated and Goldman Sachs & Co.;

(2) inlieu of any thereof, itsrespective 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, anationally recognized dealer in commercial paper of suchissuersthen
making such quotations selected by the Fund, and (B) "interest equivalent” of arate stated on
adiscount basis for commercia paper of agiven number of days maturity will mean anumber
equal to the quotient (rounded upward to the next higher one-thousandth of 1%) of (1) such rate
expressed as a decimal, divided by (2) the difference between (x) 1.00 and (y) afraction, the
numerator of which will be the product of such rate expressed as adecimal, multiplied by the
number of daysinwhich such commercial paper will mature and the denominator of which will
be 360.

"Adjusted Value" of each Eligible Asset shall be computed as follows:
) cash shall be valued at 100% of the face value thereof; and

(i) all other Eligible Assets shall be valued at the applicable Discounted Value
thereof; and

(ili)  each asset that is not an Eligible Asset shall be valued at zero.

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



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

"Agent Member" meansamember of or aparticipant inthe Securities Depository that will act
on behalf of aBidder.

"All Hold Rate" means 80% of the "AA" Financial Conposite Commercia Paper Rate.

""Applicable Rate" means, with respect to the Series C Audion Rate Prefered, for each
Dividend Period (i) if Sufficient Clearing Bids exist for the Auction in respect thereof, the
Winning Bid Rate, (ii) if Sufficient Clearing Ordersdo not exist for the Auction in respect
thereof or an Auction doesnot 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 al Series C Auction Rate Preferred is the subject of Submitted Hold Orders for the
Auction in respect thereof, the All Hold Rate.

"Approved Foreign Nations'" hasthemeaning ascribed toitin"Moody'sand Fitch Guidelines
— Fitch Guidelines."

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

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

"Auction Date" meansthe last day of theinitial Dividend Period and each seventh day after
theimmediately preceding Auction Date; provided, however, that if any such seventh day isnot
aBusiness Day, such Auction Date shall be the first preceding day that isa Business Day and
thenext Auction Date, if for aStandard Dividend Period, shall (subject to the same advancement
procedure) be the seventh day after the date that the preceding Auction Datewould 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 bethelast Business Dayin such
Specia Dividend Period and that no more than one Auction shall be held duringany Dividend
Period. Notwithstanidngtheforegoing, intheevent an auctionisnot held because an unforeseen
event or unforeseen events cause aday that otherwise would have been an Auction Date nat to
beaBusiness Day, then the length of the then current dividend periodwill be extended by seven
days (or amultiple thereof if necessary because of such unforeseen event or events).

"Auction Procedures' meansthe proceduresfor conducting Auctionsdescribedin"Additional
Information Concerning the Auction for Series C Auction Rate Preferred.”



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

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

"Basic Maintenance Report" means, with respect to the Series C Auction Rate Preferred, a
report prepared by the Adminigrator which sasforth, asof therelated Va uation D ate, Moody's
Eligible Assets and Fitch Eligible Assets sufficient to meet or exceed the Basic Maintenance
Amount, the Market Value and Discounted Value thereof (seriatim and in the aggregate), and
the Basic Maintenance Amount, and shall have a correlative meaningwith respect to any other
class or series of Preferred Stock.

"Beneficial Owner" with respect to Series C Auction Rate Preferred, means a customer of a
Broker-Dealer who islisted 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 meaning set forth in "Additional Information Concerning the Auction for the
SeriesC Auction Rate Preferred — Submission of Ordersby Broker-Deal ersto Auction Agent."”

"Bidder" has the meaning set forthin "Additional Information Concerning the Auction for
SeriesC Auction Rate Preferred — Submisdon of Orders by Broker-Dealersto Auction Agent."

"Board of Directors" or "Board'" means the Board of Directars of the Fund or any duly
authorized committee thereof aspermitted by applicable law.

"Broker-Dealer" means any broker-dealer or broker-dealers, or other entity permitted by law
to perform the functionsrequired of aBroker-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 Agreement' means an agreement between the Auction Agent and aBroker-
Dealer, pursuant to which such Broker-Dealer agrees to follow the Auction Procedures.

"Business Day" means aday on which the New Y ork Stock Ex change is open for trading and
which is not a Saturday, Sunday or other day on which banksin The City of New Y ork, New
Y ork are authorized or obligated by law to close.

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

"Charter" means the Articles of Amendment and Restatement of the Fund, asamended 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 Stock" means the shares of the Fund's common stock, par value $.001 per share.

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

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

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

"Default Period" hasthe meaningset forthin "Additional Information Concerning the Series
B Preferred and Series C Auction Rate Preferred — Dividends and Dividend Period.”

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

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

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

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

"Dividend Default" hasthe meaning setforthin™Additional I nformation Concerningthe Series
B Preferred and Series C Auction Rate Prefered — Dividends and Dividend Feriod.”

"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
provisons of paragraph 1(a) of Article 1l of the Articles Supplementary of the Series B
Preferred, and, withrespect to the Series C Auction Rate Preferred, any date onwhich dividends
declared by the Board of Directors thereon are payabl e pursuant tothe provisions of paragraph



2(b) of Article| of the Articles Supplementary, for the Series C Auction Rate Preferred, and
shall have a correlative meani ng with respect to any other cl ass or series of Preferred Stock.

"Dividend Period" means, with respect to Series B Preferred, the quarterly dividend specified
in paragraph 1(a) of Articlell of the Articles Supplementary for the SeriesB Preferred and, with
respect to Series C Auction Rate Preferred, theinitial 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 onthe Business Day following eachAuction Dateand ending
on the next Auction Date or, if such next Auction Date is not immediately followed by a
Business Day, on the latest day prior to the immediately succeeding Business Day.

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

"Existing Holder' means (i) a person who beneficially owns those shares of SeriesC 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 amaster purchaser's | etter.

"Fitch" means Fitch, Inc. andits successors at |aw.

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

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

"Fitch Exposure Period" meansthe period commencing on(and including) agivenValuation
Date and ending 49 days thereafter.

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

Aerospace & Defense
Automobiles

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

Cable

Chemicals

Computers & Electronics
Consumer Products
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10. Energy

11. Environmental Services

12. Farming & Agriculture

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

17. Insurance

18. Leisure & Entertainment

19. Metals & Mining

20. Miscellaneous

21. Paper & Forest Products

22. Retail

23. Sovereign

24. Supermarkets & Drugstores
25. Telecommunications

26. Textiles & Furniture

27. Transportation

28. Utilities

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

"Hold Order" has the meaning set forthin "Additional Information Concerning the Auction
for Series C Auction Rate Preferred — Orders By Existing Holders and Potential Hd ders."

"Holder'" means, with respect to the Series C Auction RatePreferred, the registered holder of
Series C Auction Rate Preferred shares as the same appearson 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" hasthe meaning ascribedtoitin "Moody's and Fitch Guidelines— Fitch Guidelines.”

"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 Pref erred Stock.

"Market Capitalization' means, with respect to any issue of common stock, asof 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 determination thereof and (ii) the Market Value per share of such
common stock as of theclose of business on the date of determinaion 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 bang in compliance with the requirements of the 1940 Act.
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Notwithstanding the foregoing, "Market Vdue" may, at the option of the Fund with
respect to any of its assets, mean theamount determinedwith respect tospecific Eligble Assets
of the Fund in the manner set forth below:

(i)

(if)

(iii)

(iv)

v)

asto any common or prefered stock which isan Eligible Asset, (a) if thestock
istraded onanational securities exchange or quoted onthe Nasdaq System, the
last sales price reported on the 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'sthen-current rating of the SeriesC Auction Rate Preferred),
at least one of which will be provided in writing or by telecopy, telex, other
electroni ctranscription, computer obtai ned quotation reducibleto written form
or similar means, and in turn provided to the Fund by any such means by such
administratar, or, if two bid pricescannot be obtained, such Bigible Assetwill
have aMarket Value of zero;

asto any U.S. Government Obligation, Short-Term Money Market Instrument
(other than demand deposits, federal funds, bankers acceptancesand next Busi-
ness Day repurchase agreements) and commercia paper, with amaturity of
greater than 60 days, the product of (a) theprincipal 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, comparable interest rates and maturities provided by two
recognized securiti esdeal ershaving minimum capitalization of $25,000,000(or
otherwise approved far such purpose by Moody's and Fitch) or by one such
dealer and any other source (provided that the utilization of such source would
not adversely affect Moody's and Fitch's then-current rating of the Series B
Preferred or Series C Auction Rate Preferred, as the case may be)) to the
administrator, at least one of whichwill be provided inwriting or by tel ecopy,
telex, other electronic transcription, computer obtained quotation reducibleto
written form or similar means, and in turn provided to the Fund by any such
means by such administrator, or, if two bid prices camot be obtained, such
Eligible Asset will have a Market Vaue of zero;

as to cash, demand deposits, federal funds, bankers acceptances and next
Business Day repurchase agreementsincluded in Short-Term Money Market
Instrumerts, the face value thereof;

asto any U.S. Government Obligation, Short-Term Money Market I nstrument
or commercial paper with amaturity of 60days or fewer, amortized cost unless
the board of directors determinesthat such value does not constitutefair value;
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
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Vauation Dateand (2)(A) if suchindebtednessistraded on anational securities
exchange or quoted on the Nasdag System, the last sales price reported on the
Vauation Dateor (B) if therewas no reported sales price onthe V al uation Date
or if suchindebtednessisnot traded on anational securitiesexchange or quoted
on the Nasdag System, the lower of two bid prices for such indebtedness pro-
vided by two recognized deal erswith aminimum capitalizationof $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 utilizaion of such source would
not adversely affect Moody's and Fitch's then-current rating of the Series B
Preferred or Series C Auction Rate Preferred , as the case may be,) to the
administrator of the Fund's assets, at least one of which will be provided in
writing or by telecopy, telex, other electronic transcription, computer obtained
quotationreducibletowrittenformor similar means, andin turnprovidedtothe
Fund by any such means by such administrator, plus (b) accrued interest on
such indebtedness.

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

Moody's Credit Rating Fitch Credit Rating APPLICABLE PERCENTAGE
Aa3 or higher AA- or higher 150%
A3toAl A-to A+ 175%
Baa3 to Baal BBB- to BBB+ 250%
Below Baa3 Below BBB- 275%

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

"Moody's Discount Factor" has the meaning ascribedto it in"Moody's and Fitch Guidelines
— Moody'sGuidelines."

"Moody's Eligible Assets" hasthemeaning ascribedtoitin"Moody'sand Fitch Guidelines—
Moody's Guidelines."

""1940 Act" meansthe Investment Company Act of 1940, asamended, or any successor statute.



""1940 Act Asset Coverage'" means asset coverage, as determinedin accordance with Section
18(h) of the 1940 Act, of at least 200% with respect to all outstanding senior securities of the
Fund which are stodk, including 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 cdculated as of a time within 48 hours (not including
Saturdays, Sundays or holidays) next preceding the time of such determination.

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

"Non-Call Period" meansaperiod determined by the Board of Directorsafter consul tation with
the Broker-Dealers, during which the Series C Auction Rate Preferred Stock subject to such
Specia Dividend Peiod are not subject to redemption at the option of the Fund but only to
mandatory redemption.

"NRSRO" means aNationally Recognized Statistical Ratings Organization.

"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."

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

"Other Rating Agency Eligible Assets' means assets of the Fund designated by any Other
Rating Agency aseligiblefor 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 of any date, Preferred Stock theretofore isued by the Fund except:

()] any such share of Preferred Stock theretofore cancelled by the Fund or deliv-
ered to the Fund for cancellation;

(i) any such share of Preferred Stock other than the Series C Auction Rate
Preferred (or other auction market preferred stock) shares as to which anotice
of redemption will have been gven and for whose payment at the redemption
thereof Deposit Assetsin the necessary amount are held by the Fund on in trust
for or were paid by the Fund to theholder of such share pursuant tothe Articles
Supplementary with respect thereto;

(iii)  inthe case of shares of the Series C Auction Rate Preferred or other auction
market preferred stock, any such shares theretoforedelivered tothe applicable
auction agent for cancellation or with respect to which the Fund has given
notice of redemption and irrevocably deposited with the applicable paying
agent sufficient funds to redeem such shares; and
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(iv) any such sharein exchangefor or inlieu of which other shareshave beenissued
and delivered.

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

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

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

"Potential Beneficial Owner or Holder" means (i) any Existing Holder who may beinterested
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 andwho has signed a
master purchaser's|etter or whose shareswill belisted under such person'sBroker-Deaer'sname
on the records of the Auction Agent which Broker-Dealer will have executed a master
purchaser's|etter.

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

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

"Pricing Service" means any of the following: Bloomberg Financia Service, Bridge
Information Services, Data Resources Inc., FT Interactive, International Securities Market
Association, Merrill Lynch Securities Pricing Service, Muller Data Corp., Reuters, S& P/J.J.
Kenny, Telerate, Trepp Pricing and Wood Gundy.



"Rating Agency' means Moody's and Htch 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 Agency Guidelines" has the meaning set forth in set forth in "Moody's and Fitch
Guidelines."

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

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

"Redemption Price' means, with respect to the Series B Preferred, the price set forth in
paragraph 3(a) of Articlell of the Articles Supplementary for the Series B Preferred Stock and,
with respect to the Article C Auction Rate Preferred, the price set forthin paragraph 3(a)(i) of
Article | 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 applicableTreasury Index Rate for a Dividend Period of longer than 184 days and, with
respect to the determination of the MaximumRate, the" AA" Financial CompositeCommercial
Paper Rate or the Treasury Index Rate, as appropriate.

"Reorganization Bonds" hasthe meaning ascribed to it in "Moody's and Fitch Guidelines —
Fitch Guidelines."

"S&P" means Standard & Poor's Ratings Services, or its successors at law.

"Securities Act" means The Securities Act of 1933, as amended, or any successor statute.
"Securities Depository" means The Depository Trust Company and itssuccessorsand assigns
or any successor securities depository selected by the Fund that agreesto foll owthe procedures
required to be followed by such securities depositary in connection with the shares of Series B

Preferred or Series C Auction Rate Preferred.

"Sell Order" hasthe meaning set forth in " Additional |nformation Concerningthe Auction for
SeriesC Auction Rate Preferred — Submission of Ordersby Broker-Dedersto Auction Agent.”

"Series A Preferred' means the Fund's 8% Cumulative Preferred Stock, $.001 par value per
share and liquidation preference $25 per share.

"Series B Preferred" meansthe Fund's SeriesB 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 valueper share and liquidation preference $25,000 per share.



"Series C Auction Rate Preferred Basic Maintenance Amount Test" meansatestwhichis
met if the lower of the aggregate DiscountedV alues of the Moody's Eligible Assetsor 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 Fitchisthen doing
so if only one of Moody's ar Fitch is then rating the Series C Auction Rate Preferred at the
request of the Fund, meets or exceeds the Basic Maintenance Amount with respectto the Series
C Auction Rate Preferred.

"Short-Term Money Market Instrument" meansthefollowingtypesof instrumentsif, onthe
date of purchase or other acquisition thereof by the Fund, theremainingtermto maturity thereof
isnot in excess of 180 days

() commercial paper rated A-1if such commercial paper maturesin 30 daysor A-
1+ if such commercia pape matures inover 30 days;

(i) demand or timedepositsin, and banker'sacceptancesand certificatesof deposit
of (@) adepository institution or trust company incorporated under the laws of
the United States of Americaor any state thereof or the District of Columbiaor
(b) aUnited States branch office or agency of aforeign depository institution
(provided that such branch office or agency issubject to banking regulation
under the laws of the United States, any state thereof or the District of
Columbia);

(iii)  overnight funds; and
(iv) U.S. Government Obligations.
"Special Dividend Period" means a Dividend Period that is not a Standard Dividend Period.

"Specific Redemption Provisions" means, with respect to any Special Dividend Period of
morethan oneyear, either, or any combination of (i) aNon-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 Date and Dividend Payment Dateto each
be Business Days.

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

"'Submitted Bid'" hasthe meaningset forthin"Additional InformationConcerning the Auction
for Series C Auction Rate Preferred — Determination of Sufficient Clearing Bids, Winning
Bids, Winning Bid Rate and ApplicableRate."



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

"'Submitted Hold Order'" hasthe meaning setforthin"Additional Information Concerning the
Auction for Series C Auction Rate Preferred — Determination of Sufficient Clearing Bids,
Winning Bids, Winning Bid Rate and Applicable Rate."

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

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

"Sufficient Clearing 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 Applicable Rate."

"Sufficient Clearing Orders" meansthat all sharesof Series C Auction Rate Preferred arethe
subject of Submitted Hold Orders or that the number of shares of Series C Audion Rate
Preferred that are the subject of Submitted Bids by Patential Holders specifying one or more
rates equal to or less than the Maximum Rate exceeds or equalsthe sum of (i) the number of
sharesof Series C Auction RatePreferred that are subject of Submitted BidsbyExistingHolders
specifying one or morerates higher than the Maximum Rate and (ii) the number of shares of
Series C Auction Rate Preferred that are subject to Submitted Sell Orders.

"Treasury Index Rate" meanstheaverageyiddtomaturity for actively traded marketableU.S.
Treasury fixed interest rate securities having the ssmenumber of 30-day periods to maturity as
the length of the applicable Dividend Reriod, determined, to the extent necessary, by linear
interpolation based upon the yield for such securities having the next shorter and next longer
number of 30-day periods to maturity treating all Dividend Periods with alength greater than
the longest maurity for such securities as having alength equal to such longest maurity, in all
cases based upon data set forth in the most recent weekly statistical release published by the
Boardof Governorsof theFederal Reserve System (aurrently inH.15(519)); provided, however,
if the most recent such statistical release 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.
Government Obligations selected by the Fund.

"U.S. Government Obligations'" means direct obligations of the United States or by its
agenciesor instrumentalitiesthat are entitled to the full faith and credit of the United Statesand
that, other than United States Treasury Bills, provide for the periodic payment of interest and
the full payment of principal at maturity or call for redemption.



"Valuation Date" means the |last Business Day of each month, or such other date as the Fund
and Rating Agencies may agreeto for purposes of determining the BasicMaintenance Amount.

"Winning Bid Rate" means the |owest rate specified in the Submitted Bidswhich if:

@) @ each such Submitted Bid of Existing Holders specifying suchlowest
rate and

(b) all other such Submitted Bids of Existing Holders specifying lower
rates were rejected, thus entitling such Existing Hd ders to continue to
hold the shares of such series that are subject to such Submitted Bids;
and

(i) (a each such Submitted Bid of Potential Hdders specifying such lowest
rate and

(b) all other such Submitted Bids of Patential 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 Auction Rate Preferred shares which, when added
to the number of Outstanding Series C Auction Rate Prefered shares to be purchased by such
Potential Holders described in aubclause (ii) éove, would equal not lessthan the Avdlable
Series C Auction Rate Preferred shares.






