Dated November 24,2003

THE GABELLI DIVIDEND & INCOME TRUST

STATEMENT OF ADDITIONAL INFORMATION

The Gabelli Dividend & IncomeTrust (the"Fund") isanon-diversified, closed-end management i nvestment
company that seeks to provide a high level of total return onits assets with an emphasison dividends and income.
The Fund will attempt to achieveitsinvestment objectiveby investing, under normal market conditions, at | east 80%
of its assetsin dividend paying or other income producing securities. In addition, under normal market conditions,
at least 50% of its assets will consist of dividend paying equity securities.

This Statement of Additional Information ("SAI") is not a prospectus, but should be read in conjunction
with the Prospectus for the Fund dated November 24, 2003 (the "Prospectus"). Investors should obtain and read the
Prospectus prior to purchasing shares. A copy of the Prospectusmay be obtained without charge, by callingthe Fund
at 800-GABELLI (800-422-3554) or (914) 921-5070. This SAI incorporates by reference the entire Prospectus.

The Prospectusand this SAI omit certainof theinformation contained in theregistration statement filed with
the Securities and Exchange Commission, W ashington, D.C. The registration statement may be obtained from the
Securities and Exchange Commission (the "SEC") upon payment of the fee prescribed, or inspected at the SEC’s
office or viaitswebsite (www.sec.gov) at no charge.

This Statement of Additional Information is dated November 24, 2003.
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THE FUND

The Gabelli Dividend & Income Trust isanewly organized closed-end non-diversified management investment
company organized under thelawsof the State of Delaware. The Fund’scommon sharesof beneficial interest, par value
$.001 (the "Common Shares"), are expected to be listed on the New York Stock Exchange under the symbol "GDV ."

INVESTMENT OBJECTIVE AND POLICIES
Investment Objective

The objective of the Fund isto provide a high level of total return on its assets with an emphasis on dividends
and income. No assurance can be given that the Fund will achieve itsinvestment objective. The Fund will attempt to
achieve its investment objective by investing, under normal market conditions, at least 80% of its assets in dividend
paying or other income producing securities. In addition, under normal market conditions, at least 50% of the Fund’s
assets will consist of dividend paying equity securities. In making stock selections, the Fund’s Investment Adviser (as
hereinafter defined) looks for securities that have a superior yield, as well as capital gains potential.

Additional Investment Policies

Options. The Fund may purchase or sell, i.e., write, options on securities, securities indices and foreign
currencies which are listed on a national securities exchange or in the OTC market, as a means of achieving additional
return or of hedging the value of the Fund’ sportfolio. The Fund my purchase call or put optionsaslong asthe aggregate
initial margins and premiums, measured at the time of such investment, do not exceed 10% of the fair market val ue of
the Fund’s total assets.

A call option is a contract that gives the holder of the option the right to buy from the writer of the call option,
in return for a premium, the security or currency underlying the option at a specified exercise price at any time during
the term of the option. The writer of the call option has the obligation, upon exercise of the option, to deliver the
underlying security or currency upon payment of the exercise price during the option period.

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

A call option is"covered" if the Fund owns the underlying instrument covered by the call or has an absolute
and immediateright 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 in its portfolio.
A call optionisalso covered if the Fund holds a call on the same instrument as the call written where the exercise price
of the call held is (i) equal to or less than the exercise price of the call written or (ii) greater than the exercise price of
the call written if the difference is maintained by the Fund in cash, U.S. government securitiesor other high-grade short-
term obligationsin asegregated account withits custodian. A put optionis"covered" if the Fund maintains cash or other
high grade short-term obligations with a value equal to the exercise price in a segregated account with its custodian, or
else holds a put on the same instrument as the put written where the exercise price of the put held is equal to or greater
than the exercise price of the put written.

If the Fund has written an option, it may terminate its obligation by effecting a closing purchase transaction.
Thisis accomplished by purchasing an option of the same series as the option previously written. However, once the
Fund has been assigned an exercise notice, the Fund will be unable to effect a closing purchase transaction. Similarly,
if the Fund is the holder of an option it may liquidate its position by effecting a closing sale transaction. This is
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accomplished by selling an option of the same seriesas the 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 a profit from a closing transaction if the price of the transaction is lessthan the premium
received from writing the option or is more than the premium paid to purchase the option; the Fund will realize aloss
from aclosing transaction if the price of the transaction is more than the premium received from writing the option or
isless than the premium paid to purchase the option. Since call option prices generally reflect increases in the price of
the underlying security, any loss resulting from the repurchase of acall option may also be wholly or partially offset by
unrealized appreciation of the underlying security. Other principal factors affecting the market value of aput or acall
option include supply and demand, interest rates, the current market price and price volatility of the underlying security
and the time remaining until the expiration date. Gains and losses on investments in options depend, in part, on the
ability of the Investment Adviser to predict correctly the effect of these factors. The use of options cannot serve as a
complete hedge since the price movement of securities underlying the options will not necessarily follow the price
movements of the portfolio securities subject to the hedge.

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

Options on Securities Indices. The Fund may purchase and sell securitiesindex options. One effect of such
transactions may beto hedgeall or part of the Fund’s securities holdings against ageneral decline in the securities market
or a segment of the securities market. Options on securities indices are similar to options on stocks except that, rather
than the right to take or make delivery of stock at a specified price, an option on a securities index gives the holder the
right to receive, upon exercise of the option, an amount of cash if the closing level of the securitiesindex upon which
the option is based is greater than, in the case of acall, or less than, in the case of a put, the exercise price of the option.

The Fund’s successful use of optionson indices depends upon its ability to predict the direction of the market
and issubject to various additional risks. The correlation between movementsin theindex and the price of the securities
being hedged against is imperfect and the risk from imperfect correlation increases as the composition of the Fund
divergesfrom thecomposition of the relevant index. Accordingly, adecreasein the value of the securities being hedged
against may not be wholly offset by a gain on the exercise or sale of a securities index put option held by the Fund.

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

As in the case of interest rate futures contracts and options thereon, described below, the Fund may hedge
against therisk of adecrease 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 contracts or options thereon with
respectto aforeign currency other than the foreign currency in which such debt security isdenominated, wherethe values
of such different currencies (vis-a-vis the U.S. dollar) historically have a high degree of positive correlation.
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Futures Contracts and Options on Futures. The Fund may, without limit, enter into futures contracts or options
on futures contracts. It isanticipated that these investments, if any, will be made by the Fund primarily for the purpose
of hedging against changes in the value of its portfolio securities and in the value of securities it intends to purchase.
Such investments will only be made if they are economically appropriate to the reduction of risks involved in the
management of the Fund. Inthisregard, the Fund may enter into futures contracts or options on futures for the purchase
or sale of securities indices or other financial instruments including but not limited to U.S. government securities.

A "sale" of afutures contract (or a "short" futures position) means the assumption of a contractual obligation
to deliver the securities underlying the contract at a specified price at a specified future time. A "purchase" of afutures
contract (or a "long" futures position) means the assumption of a contractual obligation to acquire the securities
underlyingthe contract at a specified price at aspecified futuretime. Certain futurescontracts, including stock and bond
index futures, are settled on anet cash payment basisrather than by the sale and delivery of the securitiesunderlying the
futures contracts.

No consideration will be paid or received by the Fund upon the purchase or sale of afutures contract. Initially,
the Fund will be required to deposit with the broker an amount of cash or cash equival ents equal to approximately 1%
to 10% of the contract amount (thisamount is subject to change by the exchange or board of trade on which the contract
istraded and brokers or members of such board of trade may charge a higher amount). This amount is known as the
"initial margin" and isin the nature of aperformance bond or good faith deposit on the contract. Subsequent payments,
known as "variation margin," to and from the broker will be made daily as the price of the index or security underlying
the futures contract fluctuates. At any time prior to the expiration of the futures contract, the Fund may el ect to close
the position by taking an opposite position, which will operate to terminate its existing position in the contract.

An option on a futures contract gives the purchaser the right, in return for the premium paid, to assume a
positionin afuturescontract at a specified exercise price at any time prior to the expiration of the option. Upon exercise
of an option, the delivery of the futures position by the writer of the option to the holder of the option will be
accompanied by delivery of the accumulated balance in the writer’ s futures margin account attributable to that contract,
which represents the amount by which the market price of the futures contract exceeds, in the case of acall, or is less
than, in the case of a put, the exercise price of the option on the futures contract. The potential loss related to the
purchase of an option on futurescontractsislimited to the premium paid for the option (plustransaction costs). Because
the value of the option purchased isfixed at the point of sale, there are no daily cash payments by the purchaser to reflect
changesinthevalue of theunderlying contract; however, the value of the option does change daily and that changewould
be reflected in the net assets of the Fund.

Futuresand optionson futures entail certain risks, including but not limited to the following: no assurance that
futures contracts or options on futures can be offset at favorable prices, possible reduction of the yield of the Fund due
to the use of hedging, possible reduction in value of both the securities hedged and the hedging instrument, possiblelack
of liquidity dueto daily limits on price fluctuations, imperfect correlation between the contracts and the securitiesbeing
hedged, losses from investing in futures transactions that are potentially unlimited and the segregation requirements
described below.

Intheeventthe Fund sells a put option or entersinto long futures contracts, under current interpretations of the
Investment Company Act of 1940 (the "1940 Act"), an amount of cash, U.S. government securities or other liquid
securities equal to the market value of the contract must be deposited and maintained in a segregated account with the
custodian of the Fund to collateralize the positions, in order for the Fund to avoid being treated as having issued asenior
security in the amount of itsobligations. For short positionsin futures contracts and sales of call options, the Fund may
establish a segregated account (not with afuturescommission merchant or broker) with cash, U.S. government securities
or other high grade debt securities that, when added to amounts deposited with a futures commission merchant or a
broker as margin, equal the market value of the instruments or currency underlying the futures contractsor call options,
respectively (but are no lessthan the stock price of the call option or the market price at which the short positions were
established).

B-5



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

Similarly, the Fund may purchase interest rate futures contracts when it is expected that interest rates may
decline. The purchase of futures contracts for this purpose constitutes a hedge agains increases in the price of debt
securities (caused by declining interest rates) which the Fund intends to acquire. Since fluctuations in the value of
appropriately selected futures contracts should approximate that of the debt securities that will be purchased, the Fund
can take advantage of the anticipated risein the cost of the debt securities without actually buying them. Subsequently,
the Fund can make its intended purchase of the debt securitiesin the cash market and currently liquidate its futures
position. To the extent the Fund enters into futures contracts for this purpose, it will maintain in a segregated asset
account with the Fund’s custodian, assets sufficient to cover the Fund’ sobligationswith respect to such futures contracts,
which will consist of cash or other liquid securities from its portfolio in an amount equal to the difference between the
fluctuating market value of such futures contracts and the aggregate value of the initial margin deposited by the Fund
with its custodian with respect to such futures contracts.

The purchase of a call option on a futures contract is similar in some respectsto the purchase of acall option
on an individual security. Depending on the pricing of the option compared to either the price of the futures contract
upon which it isbased or the price of the underlying debt securities, it may or may not be lessrisky than ownership of
the futures contract or underlying debt securities. Aswith the purchase of futures contracts, when the Fund is not fully
invested it may purchase a call option on a futures contract to hedge against a market advance due to declining interest
rates.

The purchase of a put option on a futures contract is similar to the purchase of protective put options on
portfolio securities. The Fund will purchase a put option on afuturescontract to hedge the Fund’ s portfolio against the
risk of rising interest rates and consequent reduction in the value of portfolio securities.

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

Currency Futures and Options Thereon. Generally, foreign currency futures contracts and options thereon are
similar to the interest rate futures contracts and optionsthereon discussed previously. By entering into currency futures
and options thereon, the Fund will seek to establish the rate at which it will be entitled to exchange U.S. dollars for
another currency at a future time. By selling currency futures, the Fund will seek to establish the number of dollars it
will receive at delivery for a certain amount of aforeign currency. Inthisway, whenever the Fund anticipatesa decline
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in the value of aforeign currency against the U.S. dollar, the Fund can attempt to "lock in" the U.S. dollar val ue of some
or all of the securities held in its portfolio that are denominated in that currency. By purchasing currency futures, the
Fund can establish the number of dollarsit will berequired to pay for aspecified amount of aforeign currency in afuture
month. Thus, if the Fund intendsto buy securitiesin the future and expectsthe U.S. dollar to decline against the rel evant
foreign currency during the period before the purchase is effected, the Fund can attempt to "lock in" the price in U.S.
dollars of the securitiesit intends to 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 acall option) or to sell (in the
case of aput option) afutures contract at a specified price at any time during the period before the option expires. If the
Investment Adviser, in purchasing an option, has been correct in itsjudgment concerning the direction inwhich the price
of aforeign currency would move as against the U.S. dollar, the Fund may exercise the option and thereby takea futures
position to hedge against the risk it had correctly anticipated or close out the option position at a gain that will offset,
to some extent, currency exchange losses otherwise suffered by the Fund. If exchange rates movein away the Fund did
not anticipate, however, the Fund will have incurred the expense of the option without obtaining the expected benefit;
any such movement in exchange rates may al so thereby reduce rather than enhance the Fund’s profits on its underlying
securities transactions.

Securities Index Futures Contracts and Options Thereon. Purchases or sales of securities index futures
contracts are used for hedging purposes to attempt to protect the Fund’s current or intended investments from broad
fluctuations in stock or bond prices. For example, the Fund may sell securities index futures contracts in anticipation
of or during amarket decline to attempt to offset the decrease in market val ue of the Fund’ s securitiesportfolio that might
otherwise result. If such decline occurs, the lossin value of portfolio securities may be offset, in whole or part, by gains
on the futures position. When the Fund is not fully invested in the securities market and anticipates a significant market
advance, it may purchase securitiesindex futures contractsin order to gain rapid market exposure that may, in part or
entirely, offset increasesin the cost of securities that the Fund intends to purchase. As such purchases are made, the
corresponding positionsin securitiesindex futures contracts will be closed out. The Fund may write put and call options
on securities index futures contracts for hedging purposes.

Forward Foreign Currency Exchange Contracts. TheFund may enter into forward foreign currency exchange
contracts to protect the value of its portfolio against uncertainty in the level of future currency exchange rates between
a particular foreign currency and the U.S. dollar or between foreign currencies in which its securities are or may be
denominated. The Fund may enter into such contractson aspot, i.e., cash, basis at therate then prevailing in the currency
exchange market or on a forward basis, by entering into a forward contract to purchase or sell currency. A forward
contract on foreign currency is an obligation to purchase or sell a specific currency at a future date, which may be any
fixed number of days agreed upon by the parties from the date of the contract at a price set on the date of the contract.
Forward currency contracts (i) aretraded in amarket conducted directly between currency traders (typically, commercial
banks or other financial institutions) and their customers, (ii) generally have no deposit requirements and (iii) are
typically consummated without payment of any commissions. The Fund, however, may enter into forward currency
contracts requiring deposits or involving the payment of commissions. To assure that itsforward currency contractsare
not used to achieve investment leverage, the Fund will segregate liquid assets consisting of cash, U.S. government
securitiesor other liquid securities with its custodian, or a designated sub-custodian, in an amount at all times equal to
or exceeding its commitment with respect to the contracts.

The dealings of the Fund in forward foreign exchange are limited to hedging involving either specific
transactions or portfolio positions. Transaction hedging is the purchase or sale of one forward foreign currency for
another currency with respect to specific receivables or payables of the Fund accruing in connection with the purchase
and sale of its portfolio securitiesor its payment of distributions. Position hedging isthe purchase or sale of one forward
foreign currency for another currency with respect to portfolio security positions denominated or quoted in the foreign
currency to offset the effect of an anticipated substantial appreciation or depreciation, respectively, in the value of the
currency relative to the U.S. dollar. In this situation, the Fund also may, for example, enter into a forward contract to
sell or purchase adifferent foreign currency for afixed U.S. dollar amount whereitis believed that the U.S. dollar value
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of the currency to be sold or bought pursuant to the forward contract will fall or rise, as the case may be, whenever there
is a decline or increase, respectively, in the U.S. dollar value of the currency in which its portfolio securities are
denominated (this practice being referred to as a "cross-hedge").

In hedging a specific transaction, the Fund may enter into aforward contract with respect to either the currency
inwhich the transaction is denominated or another currency deemed appropriate by the Investment Adviser. The amount
the Fund may invest in forward currency contracts is limited to the amount of its aggregate investments in foreign
currencies.

The use of forward currency contracts may involve certain risks, including the failure of the counterparty to
perform its obligations under the contract, and such use may not serve as a complete hedge because of an imperfect
correlation between movementsin the prices of the contracts and the prices of the currencies hedged or used for cover.
The Fund will only enter into forward currency contracts with parties which it believes to be creditworthy institutions.

Securities of Investment Companies. TO the extent permitted by law, the Fund may invest in investment
company securities, including preferred sharesand the common equity of such companies. Investmentsin the common
equity of investment companies will cause the Fund to bear aratable share of any such investment company's expenses,
including management fees. The Fund will also remain obligated to pay management feesto the Investment Adviser with
respect to the assets invested in any securities of another investment company. In these circumstances, holders of the
Fund’s common shares will be subject to duplicative investment expenses.

Warrants and Rights. The Fund may invest without limitinwarrantsor rights (including those acquired in units
or attached to other securities) that entitle the holder to buy equity securities at a specific price for a specific period of
time but will do so only if such equity securities are deemed appropriate by the Investment Adviser for inclusion in the
Fund’s portfolio.

Asset-Backed and Mortgage-Backed Securities. The Fund may invest in asset-backed and mortgage-backed
securities. M ortgage-backed securities represents ownership of an undivided interest in apool of mortgages. A ggregate
principal and interest payments received from the pool are used to pay principa and interest on a mortgage-backed
security. Asset-backed securities are similar to mortgage-backed securities except they represent ownership in a pool
of notes or receivables on assets other than real estate, such as loans, leases, credit card receivables or royalties. The
Fund does not currently anticipate investmentsin mortgage or asset-backed securities constituting a substantial part of
its investment portfolio.

The Investment Adviser is Not Registered as a Commodity Pool Operator. Thelnvestment Adviser hasclaimed
an exclusion from the definition of the term "commodity pool operator" under the Commodity Exchange Act.
Accordingly, the Fund’s investments in derivative instruments described in the prospectus and this SAl are not limited
by or subject to regulation under the Commodity Exchange Act or otherwise regulated by the Commodity Futures
Trading Commission.

Special Risk Considerations Relating to Futures and Options Thereon. The Fund’ sability to establish and close
out positions in futures contracts and options thereon will be subject to the development and maintenance of liquid
markets. Although the Fund generally will purchase or sell only those futures contracts and options thereon for which
there appearsto be aliquid market, there is no assurance that 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 a written option, wait to sell the underlying securities until the option expires or is
exercised or, in the case of apurchased option, exercisetheoption. Inthe case of a futurescontract or an option thereon
which the Fund has written and which the Fund is unable to close, the Fund would be required to maintain margin
deposits on the futures contract or option thereon and to make variation margin payments until the contract is closed.
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Successful use of futures contracts and options thereon and forward contracts by the Fund is subject to the
ability of the Investment Adviser to predict correctly movementsin the direction of interest and foreign currency rates.
If the Investment Adviser’s expectations are not met, the Fund will bein aworse position than if a hedging strategy had
not been pursued. For example, if the Fund has hedged against the possibility of anincreasein interest rates that would
adversely affect the priceof securitiesinitsportfolio and the price of such securitiesincreasesinstead, the Fund will lose
part or all of the benefit of the increased value of its securities because it will have offsetting losses in its futures
positions. In addition, in such situations, if the Fund has insufficient cash to meet daily variation margin requirements,
it may have to sell securities to meet the requirements. These sales may be, but will not necessarily be, at increased
priceswhich reflect the rising market. The Fund may have to sell securities at a time wheniit is disadvantageousto do
S0.

Additional Risks of Foreign Options, Futures Contracts, Options on Futures Contracts and Forward Contracts.
Options, futures contracts and options thereon and forward contracts on securities and currencies may be traded on
foreign exchanges. Such transactions may not be regulated as effectively as similar transactions in the U.S., may not
involveaclearing mechanism and related guarantees, and are subject to therisk of governmental actions affecting trading
in, or the pricesof, foreign securities. The value of such positionsalso could be adversely affected by (i) other complex
foreign political, legal and economic factors, (ii) lesser availability than in the U.S. of data on which to make trading
decisions, (iii) delays in the Fund’s ability to act upon economic events occurring in the foreign markets during
non-business hoursinthe U.S., (iv) the imposition of different exercise and settlement terms and proceduresand margin
requirements than in the U.S. and (v) lesser trading volume.

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

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

Loans of Portfolio Securities. Consistent with applicable regulatory requirements and the Fund’s investment
restrictions, the Fund may lend its portfolio securitiesto securities broker-dealers or financial institutions, provided that
suchloansare callable at any time by the Fund (subject to notice provisions described below), and are at all times secured
by cash or cash equivalents, which are maintained in a segregated account pursuant to applicable regulations and that
are at least equal to the market value, determined daily, of the loaned securities. The advantage of such loansisthat the
Fund continues to receive the income on the |oaned securities while at the same time earnsinterest on the cash amounts
deposited as collateral, which will be invested 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 state in which its shares are qualified for sale. The
Fund'’ s loans of portfolio securities will be collateralized in accordance with applicable regulatory requirements.

A loan may generally beterminated 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 five days after receipt of notice, the Fund could
use the collateral to replace the securities while holding the borrower liable for any excess of replacement cost over
collateral. Aswithany extensionsof credit, there are risksof delay in recovery and in some cases even loss of rightsin
the collateral should the borrower of the securities violate the terms of theloan or fail financially. However, these loans
of portfolio securities will only be made to firms deemed by the Fund’s management to be creditworthy and when the
income which can be earned from such loans justifies the attendant risks. The Board of Trustees will oversee the
creditworthiness of the contracting parties on an ongoing basis. Upon termination of the loan, the borrower is required
to return the securities to the Fund. Any gain or loss in the market price during the loan period would inureto the Fund.
The risks associated with loans of portfolio securities are substantially similar to those associated with repurchase

B-9



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. Asaresult, under extreme circumstances, there
may be arestriction on the Fund’ s ability to sell the collateral and the Fund would suffer aloss. When voting or consent
rights which accompany |oaned securities pass to the borrower, the Fund will follow the policy of calling the loaned
securities, to be delivered within one day after notice, to permit the exercise of such rightsif the mattersinvolved would
have a material effect on the Fund’'s investment in such loaned securities. The Fund will pay reasonable finder’s,
administrative and custodial fees in connection with aloan of its securities.

INVESTMENT RESTRICTIONS

The Fund operatesunder the fol lowing restrictionsthat constitute fundamental policiesthat, except asotherwise
noted, cannot be changed without the affirmative vote of the holders of a majority of the outstanding voting securities
of the Fund voting together as a single class. In the event the Fund were to issue any preferred shares, the approval of
amajority of such shares (as defined under the 1940 Act) voting as a separate class would also be required. Except as
otherwise noted, all percentage limitations set forth below apply immediately after a purchase or initial investment and
any subsequent change in any applicable percentage resulting from market fluctuations does not require any action. The
Fund may not:

(1) invest more than 25% of its total assets, taken at market value at the time of each investment, in the
securitiesof issuers in any particular industry. Thisrestriction does not apply to investmentsin U.S.
government securities;

(2) purchase commodities or commodity contractsif such purchase would result in regul ation of the Fund
as a commodity pool operator;

(3) purchase or sell real estate, provided the Fund may invest in securitiesand other instruments secured
by real estate or interests therein or issued by companies that invest in real estate or interests therein;

(4 make loans of money or other property, except that (i) the Fund may acquire debt obligations of any
type (including through extensions of credit), enter into repurchase agreements and lend portfolio
assets and (ii) the Fund may lend money or other property to other investment companies advised by
the Investment Adviser pursuant to acommon lending program to the extent permitted by applicable

law;
(5) borrow money, except to the extent permitted by applicable law;
(6) issue senior securities, except to the extent permitted by applicable law; or
(7) underwrite securities of other issuers, exceptinsofar asthe Fund may be deemed an underwriter under

applicable law in selling portfolio securities, provided, however, this restriction shall not apply to
securities of any investment company organized by the Fund that are to be distributed pro rata as a
dividend to its shareholders.

MANAGEMENT OF THE FUND
TRUSTEES AND OFFICERS
Overall responsibility for management and supervision of the Fund restswith its Board of Trustees. The Board
of Trustees approves all significant agreements between the Fund and the companiesthat furnish the Fund with services,
including agreements with the Investment Adviser, the Fund’ scustodian and the Fund’ s transfer agent. The day-to-day

operations of the Fund are delegated to the Investment Adviser.
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The names and business addresses of the trusteesand principal officers of the Fund are set forth in thefollowing
table, together with their positions and their principal occupations during the past five years and, in the case of the
trustees, their positions with certain other organizations and companies. Trusteeswho are "interested persons" of the

Fund, as defined by the 1940 Act, areindicated by a*“1”.

Trustees

Name (and Age),
Position with the
Fund and
Business Address1

Term of Office
and Length of
Time Served2

INTERESTED
TRUSTEES:
tMario J. Gabelli
(61)

Trustee and Chief
Investment Officer

Since 2003*

tKarl Otto Pohl
(73)
Trustee

Since 2003***

tEdward T. Tokar
(56)
Trustee

Since 2003***

Principal
Occupation During
Past Five Years

Chairman of the Board, Chief
Executive Officer of Gabelli
Asset Management Inc. and
Chief Investment Officer of
the Investment Adviser and
GAMCO Investors, Inc; Di-
rector/Trustee and Chief In-
vestment Officer of other reg-
istered investment companies
in the Gabelli fund complex.
Vice Chairman and CEO of
Lynch Interactive Corp.

Member of the Shareholder
Committee of Sal. Oppenheim
Jr. & Cie, Zurich (private in-
vestment bank); Former Presi-
dent of the Deutsche
Bundesbank and Chairman of
its Central Bank Council from
1980 through 1991; Direc-
tor/Trustee of other registered
investment companies in the
Gabelli fund complex.

Chief Executive Officer of
Allied Capital Management
LLC, since 1997; Vice Presi-
dent of Honeywell Interna-
tional Inc., since 1997.
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Number of
Portfolios in
Fund Complex
Overseen by
Trustee

24

33

Other
Directorships
Held by
Trustee

Director of Mor-
gan Group Hold-
ings, Inc. (trans-
portation ser-
vices); Vice
Chairman of
Lynch Corpora-
tion (diversified
manufacturing
company).

Director of
Gabelli Asset

M anagement Inc.;
Chairman, InCen-
tive Capital and
Incentive Asset
Management (Zu-
rich); Director at
Sal Oppenheim
Jr. & Cie, Zurich
(banking)

Trustee of
LEVCO Series
Trust; Trustee of
DB Hedge Strate-
giesFund LLC;



Name (and Age),
Position with the
Fund and
Business Address1

Term of Office
and Length of
Time Served2

DISINTERESTED
TRUSTEES:

Anthony J. Colavita  Since 2003**
(67)

Trustee

James P. Conn (65)
Trustee

Since 2003***

Mario d’Urso Since 2003*
(63)

Trustee

Frank J.
Fahrenkopf, Jr. (63)
Trustee

Since 2003**

Michael J.
Melarkey (53)
Trustee

Since 2003*

Salvatore M.
Salibello (58)
Trustee

Since 2003***

Number of
Portfolios in

Principal
Occupation During

Fund Complex
Overseen by

Past Five Years Trustee

President and Attorney at law 35
in the law firm of Anthony J.

Colavita, P.C. since 1961, Di-
rector/Trustee of other regis-

tered investment companiesin

the Gabelli fund complex.

Former Managing Director 12
and Chief Investment Officer

of Financial Security Assur-

ance Holdings Ltd.,

1992-1998; Director/Trustee

of other registered investment

companies in the Gabelli fund

complex.

Chairman of Mittel Capital 1
Markets S.p.A, since 2001;

Senator in the Italian Parlia-

ment, 1996-2001.

President and CEO of the 4
American Gaming Association
since June 1995; Partner in the
law firm of Hogan & Hartson;
Co-Chairman of the Commis-
sion on Presidential Debates;
Former Chairman of the Re-
publican National Committee;
Director/Trustee of other reg-
istered investment companies
in the Gabelli fund complex.

Attorney at law in the law firm 1
of Avansino, Melarkey,
Knobel & Mulligan.

Certified Public Accountant 1
with the accounting firm

Salibello & Broder, since

1978.
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Other
Directorships
Held by
Trustee

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

Director of SIPC,
London (financial
services)

Director of First
Republic Bank

Kasper A.S.L.,
Ltd. (apparel)



Name (and Age),

Position with the Term of Office
Fund and and Length of

Business Address1 Time Served2

Anthonie C. van Since 2003**
Ekris (68)
Trustee

Salvatore J. Zizza Since 2003**
(57)
Trustee

Officers

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

Bruce N. Alpert (51)
President

JamesE. McKee (40)
Secretary

Richard C. Sell, Jr. (53)
Treasurer

Carter W. Austin (36)
Vice President

Principal
Occupation During
Past Five Years

Managing Director of
BALMAC International, Inc.
(commodity trading)

Chairman of Hallmark Electri-
cal Supplies Corp.; Former
Executive Vice President of
FMG Group (a healthcare pro-
vider).

Term of Office
and Length of
Time Served

Since 2003

Since 2003

Since 2003

Since 2003
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Number of

Portfolios in Other
Fund Complex Directorships
Overseen by Held by
Trustee Trustee
20 Aurado Energy
11 Director of Hollis
Eden

Pharmaceuticals

Principal
Occupation During
Past Five Years

Executive Vice President and Chief
Operating Officer of the Investment
Adviser since 1988; Director and Presi-
dent of Gabelli Advisers, Inc.; Officer
of dl other registered investment com-
panies in the Gabelli fund complex.

Vice President, General Counsel and
Secretary of Gabelli Asset Management
Inc. (since1999) and of GAMCO In-
vestors, Inc. (since 1993); Secretary of
al of the registered investment compa-
niesin the Gabelli fund complex.

Vice President, Controller of Gabelli &
Company, Inc. since 1998.

Vice President of the Gabelli Equity
Trust since 2000. Vice Presdent of the
Investment Adviser since 1996.



Matthew A. Hultquig (24)
Vice President and Ombudsman

Since 2003

Assistant Vice President of Gabelli As-
set Management Company since 2001.

"Interested person” of the Fund, as defined in the 1940 Act. Mr. Mario Gabelli isan "interested person” of the Fund as a
result of his employment as an officer of the Fund and the Investment Adviser. Mr. Gabelli is dso a registered
representative of an affiliated broker-dedler. Mr. Pohl is an “interested person” of the Fund as a result of hisrole as a
director of the parent company of the Investment Adviser. Mr. Tokar isan “interested person” of the Fund as a result of
his son’s employment by an affiliate of the Invesment Adviser.

Address One Corporae Center, Rye, NY 10580-1422, unless otherwise noted.

The Fund’ s Board of Trusteesis divided into three dasses, each class having aterm of three years. Each year the term of
office of one class expires and the successor or successors elected to such classserve for athreeyear term. Thethreeyear
term for each class expires as follows:

* Term expires at the Fund's 2004 Annual Meeting of Shareholders and until their successors are duly elected and
qualified.

** Term expires at the Fund’'s 2005 Annual Meeting of Shareholders and until their successors are duly elected and
qualified.

*** Term expires at the Fund’s 2006 Annual Meseting of Shareholders and until their successors are duly elected and
qualified.

TheBoard of Trusteesof the Fund aredivided into three classes, each class having aterm of three years except asdescribed

below. Each year the term of office of oneclass of trustees of the Fund will expire However, to ensure that the term of a class of
the Fund’ strustees expires each year, theinitial termsof the Fund’ strustees will beasfollows: the terms of Messrs. Mario J. Gabelli,
Michael J. Melarkey and Mario d’ Ursoastrustees of theFund expirein 2004; theterms of Messrs. Frank J. Fahrenkopf, Jr., Salvatore
J. Zizza, Anthonie C. van Ekris, and Anthony J. Colavita as trustees of the Fund expirein 2005; and the terms of Messrs. James P.
Conn, Karl Otto Pohl, Edward T. Tokar, and Salvatore M. Salibello as trustees of the Fund expire in 2006.

Name of Trustee Dollar Range of Equity Aggregate Dollar Range of Equity
sl . Securities in all Registered Invest-
Securities in the Fund A
ment Companies Overseen by Trust-
ees in the Fund Complex
INTERESTED TRUSTEES
Mario J. Gabelli NA Over $100,000
Karl Otto Pohl NA None
DISINTERESTED TRUSTEES
Anthony J. Colavita NA Over $100,000
James P. Conn NA Over $100,000
Mario d’ Urso NA Over $100,000
Frank J. Fahrenkopf, Jr. NA $1 - $10,000
Michael J. Melarkey NA None
SalvatoreM. Salibello NA None
Edward T. Tokar NA None
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Anthonie C. van Ekris NA Over $100,000

Salvatore J. Zizza NA Over $100,000

All shares were valued as of December 31, 2002.

The Trustees serving on the Fund’ s Nominating Committee are Messrs. Michael Melarkey, Sdvatore Zizza and Anthony
Colavita(Chairman). The Nominating Committee is responsible for recommending qualified candidatesto the Board in the event
that apositionisvacated or created. TheNominating Committee would consider recommendations by sharehol dersif avacancy were
toexist. Such recommendationsshould be forwarded to the Secretary of the Fund. TheFund does not have a standing compensation
committee.

Messrs. Salvatore Zizza (Chairman), Anthonie van Ekris and Frank Fahrenkopf, who are not "interested persons' of the
Fund as defined in the 1940 Act, serve on the Fund’ s Audit Committee. The Audit Committeeisgenerally responsiblefor reviewing
and evaluating issuesrelated to the accounting and financial reporting policiesand internal controlsof the Fund and, as appropriate,
the internal controls of certain service providers, overseeing the quality and objectivity of the Fund’s financial satements and the
audit thereof and to act as aliaison between the Board of Trustees and the Fund’ s independent accountants.

The Trust also has a Proxy Voting Committee, which, if so determined by theBoard of Trustees, is authorized to exercise
voting power and/or dispositive power over specific securities hdd in the Fund’ s portfolio for such period asthe Board of Trustees
may determine. The Trustees serving on the Proxy Voting Committee are Messrs. Tokar, Zizzaand Conn.

REMUNERATION OF TRUSTEES AND OFFICERS

The Fund pays each trustee who is not affiliated with the Investment Adviser or its affiliates a fee of $5,000 per year plus
$1000 per board meeting atended in person ($500 if attended telephonically) and $500 per committee mesting attended, together
with each trustee’ s actual out-of-pocket expenses relating to attendance at such meetings.

Thefollowing table shows the compensation that it is anticipated the trustees will earn in their capacity as trustees during
the Fund’s Fiscd Y ear ending December 31, 2004. The table also shows, for the year ended December 31, 2002, the compensation
trustees earned in their capacity astrustees for other fundsin the Gabelli fund complex. Other than Mr. Hultquist, officerswho are
employed by the Investment Adviser receive no compensation or expense reimbursement from the Fund.

COMPENSATION TABLE

TOTAL COMPENSATION FROM
THE FUND AND FUND COMPLEX

NAME OF PERSON AND ESTIMATED COMPENSATION PAID
POSITION FROM THE FUND TO TRUSTEES*

Mario J. Gabelli, Charman of the $0 $0 (22)
Board
Anthony J. Colavita $9,500 $152,286 (33)
JamesP. Conn $9,500 $53,500(11)
Mario d’'Urso $9,000 $0(1)
Frank J. Fahrenkopf, Jr. $9,500 $31,000 (3)
Michael J. Melarkey $9,500 $0(1)
Karl Otto Pohl $0 $0 (31)
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Salvatore M . Salibello $9,000 $0 (1)

Edward T. Tokar $0 $0 (1)
Anthonie C. van Ekris $9,500 $67,250 (18)
Salvatore J. Zizza $10,500 $73,750 (9)
TOTAL $85,000
* Represents the total compensation paid to such personsduring the calendar year ended December 31, 2002 by

investment companies (including the Fund) or portfoliosthereof from which such person receives compensation
that are considered part of the same fund complex as the Fund because they have common or affiliated
investment advisers. The total does not include, among other things, out of pocket Trustee expenses. The
number in parenthesis represents the number of such investment companies.

For his services as Vice President of the Fund, Matthew Hultquist, will receive compensation in an amount to be
established by the Board of Trustees.

Indemnification of Officers and Trustees; Limitations on Liability

The Agreement and Declaration of Trust of the Fund provides that the Fund will indemnify its trustees and
officersand may indemnify itsemployees or agentsagainst liabilities and expensesincurred in connection with litigation
inwhich they may beinvolved because of their positions with the Fund to the fullest extent permitted by law. However,
nothing in the Agreement and Declaration of Trust of the Fund protects or indemnifies a trustee, officer, employee or
agent of the Fund against any liability to which such person would otherwise be subject in the event of such person’s
willful misfeasance, bad faith, gross negligence or reckless disregard of the dutiesinvolved in the conduct of his or her
position.

Investment Advisory and Administrative Arrangements

Gabelli Funds, LLC acts as the Fund’ s Investment Adviser pursuant to an advisory agreement with the Fund.
The Investment Adviser isa New Y ork corporation with principal offices located at One Corporate Center, Rye, New
York 10580. The Investment Adviser was organized in 1999 and is the successor to Gabelli Funds, Inc., which was
organized in 1980. As of September 30, 2003, the Investment Adviser acted as registered investment adviser to 19
management investment companies with aggregate net assets of $9.6 billion. The Investment Adviser, together with
other affiliated investment advisers noted below had assets under management totaling approximately $22.5 billion as
of September 30, 2003. GAM CO Investors, Inc., an affiliate of the Investment Adviser, actsas investment adviser for
individuals, pension trusts, profit sharing trusts and endowments, and as a sub-adviser to management investment
companieshaving aggregate assetsof $11.3 billion under management as of September 30, 2003. Gabelli Fixed Income
LLC, an affiliate of the Investment Adviser, acts asinvestment adviser for The Treasurer’s Funds (money market funds)
and separate accounts having aggregate assets of $1.1 billion under management as of September 30, 2003. Gabelli
Advisers, Inc., an affiliate of the Investment Adviser, acts asinvestment manager to the Gabelli Westwood Funds having
aggregate assets of $478 million under management as of September 30, 2003.

Affiliates of the Investment Adviser may, in the ordinary course of their business, acquirefor their own account
or for theaccounts of their advisory clients, significant (and possibly controlling) positionsin the securitiesof companies
that may also be suitable for investment by the Fund. The securities in which the Fund might invest may thereby be
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limited to some extent. For instance, many companies in the past several years have adopted so-called " poison pill" or
other defensive measures designed to discourage or prevent the completion of non-negotiated offers for control of the
company. Such defensive measures may have the effect of limiting the shares of the company which might otherwise
be acquired by the Fund if the affiliates of the Investment Adviser or their advisory accounts have or acquire asignificant
position in the same securities. However, the Investment Adviser does not believe that the investment activities of its
affiliates will have a material adverse effect upon the Fund in seeking to achieve its investment objectives. Securities
purchased or sold pursuant to contemporaneous orders entered on behalf of the investment company accounts of the
Investment Adviser or theadvisory accounts managed by itsaffiliates for their unaffiliated clientsare allocated pursuant
to principles believed to be fair and not disadvantageous to any such accounts. In addition, all such orders are accorded
priority of execution over orders entered on behalf of accounts in which the Investment Adviser or its affiliates have a
substantial pecuniary interest. The Investment Adviser may on occasion give advice or take action with respect to other
clients that differs from the actions taken with respect to the Fund. The Fund may invest in the securities of companies
which are investment management clients of GAMCO InvestorsInc. In addition, portfolio companies or their officers
or directors may be minority shareholders of the Investment Adviser or its affiliates.

The Investment Adviser is a wholly-owned subsidiary of Gabelli Asset Management Inc., a New York
corporation, whose Class A Common Stock is traded 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 his ownership of a
majority of the stock and voting power of Gabelli Group Capital Partners, Inc., which ownsamajority of the capital stock
and voting power of Gabelli Asset Management Inc.

Under the terms of the Advisory Agreement, the Investment Adviser manages the portfolio of the Fund in
accordance with itsstated investment objective and policies, makesinvestment decisions for the Fund, places orders to
purchase and sell securities on behalf of the Fund and managesits other business and affairs, all subject to thesupervision
and direction of the Fund’s Board of Trustees. In addition, under the Advisory Agreement, the Investment Adviser
oversees the administration of all aspects of the Fund’'s business and affairs and provides, or arranges for others to
provide, at the Investment Adviser’sexpense, certain enumerated services, including maintaining the Fund’ s books and
records, preparing reports to the Fund’ s shareholders and supervising the cal culation of the net asset value of its shares.
All expenses of computing the net asset val ue of the Fund, including any equipment or services obtained solely for the
purpose of pricing shares or valuing its investment portfolio, will be an expense of the Fund under its Advisory
Agreement.

The Advisory Agreement combines investment advisory and administrative responsibilitiesin one agreement.
For services rendered by the Investment Adviser on behalf of the Fund under the Advisory Agreement, the Fund pays
the Investment Adviser a fee computed daily and paid monthly at the annual rate of 1.00% of the average weekly net
assets of the Fund (which includes for this purpose assets attributable to outstanding preferred shares, if any, with no
deduction for the liquidation preference of such preferred shares).

The Advisory Agreement provides that in the absence of willful misfeasance, bad faith, gross negligence or
reckless disregard for its obligationsand dutiesthereunder, thelnvestment Adviser isnot liable for any error or judgment
or mistake of law or for any losssuffered by the Fund. As part of the Advisory Agreement, the Fund has agreed that the
name "Gabelli" is the Investment Adviser’s property, and that in the event the Investment Adviser ceases to act as an
investment adviser to the Fund, the Fund will change its name to one not including " Gabelli."

Pursuant to its terms, the Advisory Agreement will remain in effect with respect to the Fund until the second
anniversary of sole shareholder approval of such Agreement, and from year to year thereafter if approved annually (i)
by the Fund’s Board of Trustees or by the holders of amajority of its outstanding voting securitiesand (ii) by amajority
of the trustees who are not "interested persons" (as defined in the 1940 A ct) of any party to the Advisory Agreement,
by vote cast in person at a meeting called for the purpose of voting on such approval.
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The Advisory A greement was agreed to in principle by the Fund’s Board of Trustees at a telephonic meeting
of the Board of Trustees held on October 23, 2003, including a majority of the trustees who are not parties to the
agreement or interested persons of any such party (assuchterm isdefined in the 1940 Act). The 1940 Act requiresthat
the Advisory Agreement be approved by amajority of the Fund’sBoard of Trustees, including amajority of the trustees
who are not interested persons asthat term is defined in the 1940 Act, at an in person meeting of the Board of Trustees.
The non-interested members of the Board of Trustees subsequently met in person on November 19, 2003, at whichtime
they and the entire Board approved the Advisory Agreement. In determining whether to approve the Advisory
Agreement, the Fund's non-interested trustees considered, among other factors, (i) the servicesto be provided to the Fund
by the Investment Adviser and the sub-administrator (ii) theteam of investment advisory personnel assigned to the Fund,
(iii) the Gabelli organization’s experience with closed-end funds, (iv) the investment objective and policies of the Fund,
(v) the terms of the Advisory Agreement and the undertaking of the Investment Adviser in regard to advisory fees on
leverage used by the Fund, and (vi) the Fund's anticipated fee and expense data (based in part on the terms of the
Advisory Agreement) as compared to other closed-end funds managed by the Investment Adviser and a peer group of
closed-end equity fundsin various asset ranges. The non-interested Directorsindicated that the primary factorsin their
determination to approve the Advisory Agreement were the experience of the Investment Adviser and the Fund's
portfolio management team, the comparability of the Fund’s fee structure and anticipated total expense ratio with the
other funds reviewed and the undertaking of the Investment Adviser not to charge an advisory fee on leverage obtained
through the issuance of preferred stock if the Fund’s total return does not at least equal the cost of such shares.

The Advisory Agreement terminates automatically on its assignment and may be terminated without penalty
on 60 dayswritten notice at the option of either party thereto or by a vote of amajority (as defined in the 1940 Act) of
the Fund’s outstanding shares.

PORTFOLIO TRANSACTIONS

Subject to policies established by the Board of Trustees of the Fund, the Investment Adviser isresponsible for
placing purchase and sale orders and the allocation of brokerage on beha f of the Fund. Transactionsin equity securities
are in most cases effected on U.S. stock exchanges and involve the payment of negotiated brokerage commissions. In
general, there may be no stated commission in the case of securitiestraded in over-the-counter markets, but the prices
of those securities may include undisclosed commissions or mark-ups. Principal transactions are not entered into with
affiliates of the Fund. However, Gabelli & Company, Inc. may execute transactions in the over-the-counter marketson
an agency basis and receive astated commission therefrom. To the extent consistent with applicable provisions of the
1940 Act and the rules and exemptions adopted by the SEC thereunder, as well as other regulatory requirements, the
Fund’sBoard of Trusteeshave determined that portfolio transactions may be executed through Gabelli & Company, Inc.
and its broker-dealer affiliatesif, in the judgment of the Investment Adviser, the use of those broker-dealersislikely to
result in price and execution at least as favorable as those of other qualified broker-dealers, and if, in particular
transactions, those broker-dealers charge the Fund a rate consistent with that charged to comparable unaffiliated
customersin similar transactions. The Fund has no obligationsto deal with any broker or group of brokersin executing
transactionsin portfolio securities. In executing transactions, the Investment Adviser seeks to obtain the best price and
execution for the Fund, taking into account such factors as price, size of order, difficulty of execution and operational
facilities of the firm involved and the firm’srisk in positioning a block of securities. While the Investment Adviser
generally seeks reasonably competitive commission rates, the Fund does not necessarily pay the lowest commission
available.

Subject to obtaining the best price and execution, brokers who provide supplemental research, market and
statistical information to the Investment Adviser or its affiliates may receive orders for transactions by the Fund. The
term "research, market and statistical information" includes advice as to the value of securities, and advisability of
investing in, purchasing or selling securities, and the 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
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and the performance of accounts. Information so received will be in addition to and notin lieu of the services required
to be performed by the Investment Adviser under the Advisory Agreement and the expenses of the Investment Adviser
will not necessarily be reduced as a result of the receipt of such supplemental information. Such information may be
useful to the Investment Adviser and its affiliates in providing services to clients other than the Fund, and not all such
information is used by the Investment Adviser in connection with the Fund. Conversely, such information provided to
the Investment Adviser and its affiliates 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 Fund are made independently from those for the other accounts managed
by the Investment Adviser and its affiliates, investments of the kind made by the Fund may al so be made for those other
accounts. When the same securitiesare purchased for or sold by the Fund and any of such other accounts, itisthe policy
of the Investment Adviser and its affiliates to allocate such purchases and sales in the manner deemed fair and equitable
to all of the accounts, including the Fund.

PORTFOLIO TURNOVER

Portfolio turnover rateiscalculated by dividing thelesser of aninvestment company’ sannual salesor purchases
of portfolio securities by the monthly average value of securitiesin its portfolio during the year, excluding portfolio
securities the maturities of which at the time of acquisition were one year or less. A high rate of portfolio turnover
involves correspondingly greater brokerage commission expense than alower rate, which expense must be borne by the
Fund and indirectly by its shareholders. A higher rate of portfolio turnover may also result intaxable gainsbeing passed
to sharehol ders sooner than would otherwise bethe case. The Fund anticipatesthat itsannual portfolio turnover rate will
beless than 100%.

TAXATION

Thefollowing discussionisabrief summary of certain U.S. federal incometax considerations affecting the Fund
and its shareholders. No attempt is made to present a detailed explanation of all U.S. federal, state, local and foreign
tax concerns affecting the Fund and its shareholders (including shareholders owning a large position in the Fund), and
the discussionsset forth here and in the Prospectus do not constitute tax advice. Investors are urged to consult their own
tax advisers with any specific questions relating to U.S. 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 intendsto elect to be treated and to qualify as aregulated investment company under Subchapter M
of the Internal Revenue Code of 1986, as amended (the "Code") (a"RIC"). Accordingly, the Fund must, among other
things, (i) derive in each taxable year at least 90% of its gross income (including tax-exempt interest) from dividends,
interest, paymentswith respect to certain securities loans, and gainsfrom the sal e or other disposition of stock, securities
or foreign currencies, or other income (including but not limited to gainsfrom options, futures and forward contracts)
derived with respect to its business of investing in such stock, securities or currencies; and (ii) diversify its holdings so
that, at the end of each quarter of each taxable year (a) at least 50% of the market value of the Fund'’s total assetsis
represented by cash and cash items, U.S. government securities, the securities of other RICs and other securities, with
such other securities limited, in respect of any one issuer, to an amount not greater than 5% of the value of the Fund’s
total assets and not more than 10% of the outstanding voting securitiesof such issuer, and (b) not more than 25% of the
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market val ue of the Fund’s total assets isinvested in the securities of any issuer (other than U.S. government securities
and the securities of other RICs) or of any two or more issuers that the Fund controls and that are determined to be
engaged in the same business or similar or related trades or businesses.

As aRIC, the Fund generally is not subject to U.S. federal income tax on income and gains that it distributes
each taxable year to shareholders, if it distributesat least 90% of the sum of the Fund’s (i) investment company taxable
income (which includes, among other items, dividends, interest and the excess of any net short-term capital gain over
net long-term capital loss and other taxable income, other than any net long-term capital gain, reduced by deductible
expenses) determined without regard to the deduction for dividends paid and (ii) its net tax-exempt interest (the excess
of its gross tax-exempt interest over certain disallowed deductions). The Fund intends to distribute at least annually
substantially all of such income.

Amounts not distributed on a timely basis in accordance with a calendar year distribution requirement are
subject to a nondeductible 4% excise tax at the Fund level. To avoid the tax, the Fund must distribute during each
calendar year an amount at least equal to the sum of (i) 98% of its ordinary income (not taking into account any capital
gain or loss) for the calendar year, (ii) 98% of its capital gain in excess of its capital loss (adjusted for certain ordinary
losses) for a one-year period generally ending on October 31 of the calendar year (unlessan election ismade to use the
Fund’sfiscal year), and (iii) certai n undistributed amounts from previousyearson which the Fund paid no federal income
tax. While the Fund intends to distribute any income and capital gain in the manner necessary to minimize imposition
of the 4% excise tax, there can be no assurance that sufficient amounts of the Fund’ staxableincome and capital gain will
be distributed to avoid entirely the imposition of the tax. In that event, the Fund will be liable for the tax only on the
amount by which it does not meet the foregoing distribution requirement.

A distribution will be treated as paid during the calendar year if itispaid during the calendar year or declared
by the Fund in October, November or December of the year, payable to shareholders of record on a date during such a
month and paid by the Fund during January of the following year. Any such distributions paid during January of the
followingyear will be deemed to be received on December 31 of the year the distributionsare declared, rather than when
the distributions are received.

If the Fund were unabl e to satisfy the 90% distribution requirement or otherwise wereto fail to qualify asaRIC
inany year, it would be taxed in the same manner as an ordinary corporation and distributionsto the Fund’ s shareholders
would not be deductible by the Fund in computing its taxable income. To qualify again to be taxed as a RIC in a
subsequent year, the Fund would be required to distribute to its shareholders its earnings and profits attributable to
non-RIC years reduced by an interest charge on 50% of such earnings and profits payable by the Fund to the IRS. In
addition, if the Fund failed to qualify asaRIC for aperiod greater than one taxabl e year, then the Fund would be required
to recognize and pay tax on any net built-in gain (the excess of aggregate gain, including items of income, over aggregate
loss that would have been realized if the Fund had been liquidated) or, alternatively, to elect to be subject to taxation on
such built-in gain recognized for a period of ten years, in order to qualify asa RIC in a subsequent year.

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

Foreign currency gain or loss on non-U.S. dollar-denominated securities and on any non-U.S. dollar-
denominated futures contracts, options and forward contracts that are not section 1256 contracts (as defined below)
generally will be treated as ordinary income and |oss.
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Investments by the Fund in certain "passive foreign investment companies" ("PFICs") could subject the Fund
tofederal incometax (includinginterest charges) on certain distributionsor dispositionswith respect to thoseinvestments
which cannot be eliminated by making distributions to shareholders. Elections may be available to the Fund to mitigate
the effect of this tax, but such elections generally accelerate the recognition of income without the receipt of cash.
Dividends paid by PFICs will not qualify for the reduced tax rates discussed below under "T axation of Shareholders."

The Fund may invest in debt obligations purchased at a discount with the result that the Fund may be required
to accrueincomefor U.S. federal incometax purposes before amountsdue under the obligationsare paid. The Fund may
also invest in securitiesrated inthemedium to lower rating categories of nationally recognized rating organizations, and
in unrated securities ("high yield securities"). A portion of the interest payments on such high yield securities may be
treated as dividends for certain U.S. federal income tax purposes.

As aresult of investing in stock of PFICs or securities purchased at a discount or any other investment that
produces income that is not matched by a corresponding cash distribution to the Fund, the Fund could be required to
include in current income, income it has not yet received. Any such income would be treated asincome earned by the
Fund and therefore would be subject to the distribution requirements of the Code. This might prevent the Fund from
distributing 90% of its net investment income asis required in order to avoid Fund-level federa incometaxation on all
of itsincome, or might prevent the Fund from distributing enough ordinary income and capital gain net incometo avoid
completely the imposition of the excisetax. To avoid thisresult, the Fund may be required to borrow money or dispose
of securities to be able to make distributions to its shareholders.

The Fund may issue preferred shares. If it does and doesnot meet the asset coverage requirements of the 1940
Act and the Statements of Preferences, the Fund will be required to suspend distributions to the holders of the Common
Shares until the asset coverage isrestored. Such a suspension of distributions might prevent the Fund from distributing
90% of its investment company taxable income as isrequired in order to avoid Fund-level federal income taxation on
all of itsincome, or might prevent the Fund from distributing enough income and capital gain net income to avoid
completely imposition of the excise tax.

Hedging Transactions

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

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

The Fund may make one or more of the elections available under the Code which are applicable to straddles.
If the Fund makes any of the elections, the amount, character and timing of the recognition of gain or loss from the
affected straddle positions may be determined under rules that vary according to the election(s) made. The rules
applicable under certain of the elections accelerate the recognition of gain or loss from the affected straddle positions.
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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 shareholders, and which will be taxed to shareholders as ordinary
income or long-term capital gain, may beincreased or decreased substantially ascompared to afund that did not engage
in such hedging transactions.

Foreign Taxes

Since the Fund may invest in foreign securities, its income from such securities may be subject to non-U.S.
taxes. TheFund intendsto invest lessthan 50% of its total assetsin foreign securities. Aslong asthe Fund continues
to invest less than 50% of its assetsin foreign securitiesit will not be eligible to elect to "pass-through” to shareholders
of the Fund the ability to use the foreign tax deduction or foreign tax credit for foreign taxes paid with respect to
qualifying taxes.

Taxation of Shareholders

The Fund will determine either to distribute or to retain for reinvestment all or part of its net capital gain. If
any such gain is retained, the Fund will be subject to a tax of 35% of such amount. In that event, the Fund expects to
designate the retained amount as undistributed capital gain in a notice to its shareholders, each of whom (i) will be
required to include in income for tax purposes as long-term capital gain its share of such undistributed amounts, (ii) will
be entitled to credit its proportionate share of the tax paid by the Fund againg its federal incometax liability and to claim
refunds to the extent that the credit exceeds such liability and (iii) will increase its basis in its shares of the Fund by an
amount equal to 65% of the amount of undistributed capital gain included in such shareholder’s grossincome.

Distributions paid by the Fund from itsnet investment company taxable income, which includes net short-term
capital gain, generally are taxable as ordinary incometo the extent of the Fund’ s earningsand profits. Such distributions
(if designated by the Fund) may, however, qualify (provided holding period and other requirements are met by both the
Fund and the shareholder) (i) for the dividendsreceived deduction available to corporations, but only to the extent that
the Fund’ sincome consists of dividends received from U.S. corporations and (ii) under the recently enacted Jobs and
Growth Tax Relief Reconciliation Act of 2003 (effective for taxable years after December 31, 2002 through December
31, 2008) ("2003 Tax Act"), as qualified dividend income eligible for the reduced maximum rate to individuals of
generally 15% (5% for individualsin lower tax brackets) to the extent that the Fund receives qualified dividend income.
Qualified dividend income is, in general, dividend income from taxable domestic corporations and certain foreign
corporations(e.g., generally, foreigncorporationsincorporatedin apossession of the United Statesor incertain countries
with a qualifying comprehensive tax treaty with the United States, or the stock with respect to which such dividend is
paid is readily tradable on an established securities market in the United States). Distributions of net capital gain
designated as capital gain distributions, if any, are taxable to shareholders at rates applicable to long-term capital gain,
whether paid in cash or in shares, and regardless of how long the shareholder has held the Fund’s shares. Capital gain
distributions are not eligible for the dividends received deduction. Under the 2003 Tax Act, the maximum tax rate on
net long-term capital gain of individualsis reduced generally from 20% to 15% (5% for individualsin lower brackets)
forsuchgain reaized on or after May 6, 2003 and before January 1, 2009. Distributionsin excess of the Fund’ s earnings
and profitswill first reducethe adjusted tax basis of aholder’ ssharesand, after such adjusted tax basisisreduced to zero,
will constitute capital gain to such holder (assuming the sharesare held as a capital asset). For non-corporate taxpayers,
under the 2003 Tax Act, investment company taxable income (other than qualified dividend income) will currently be
taxed at a maximum rate of 35%, while net capital gain generally will be taxed at a maximum rate of 15%. For corporate
taxpayers, both investment company taxable income and net capital gain are taxed at a maximum rate of 35%.
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Shareholders may be entitled to offset their capital gain distributions with capital loss. There are a number of
statutory provisions affecting when capital loss may be offset against capital gain, and limiting the use of loss from
certain investments and activities. Accordingly, shareholders with capital |oss are urged to consult their tax advisers.

The price of shares purchased at any time may reflect the amount of a forthcoming distribution. Those
purchasing shares just prior to a distribution will receive a distribution which will be taxable to them even though it
representsin part areturn of invested capital.

Upon asale, exchange or other disposition of shares, a shareholder will realize ataxable gain or loss depending
upon his or her basisin the shares. Such gain or loss will be treated as long-term capital gain or loss if the shares have
been held for more than one year. Any loss realized on a sale or exchange will be disallowed to the extent the shares
disposed of are replaced within a 61-day period beginning 30 days before and ending 30 days after the date that the
shares are disposed of. In such a case, the basis of the shares acquired will be adjusted to reflect the disallowed loss.

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

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

Ordinary income distributions (but not capital gain distributions) paid to shareholders who are non-resident
aliens or foreign entities (a "foreign investor") will generally be subject to a 30% U.S. 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. Different tax consequences may result if the foreign
investor is engaged in atrade or businessin the United States or, in the case of an individual, is present in the United
States for 183 or more days during ataxable year and certain other conditions are met. Foreign investors are urged to
consult their own tax advisers concerning the applicability of the U.S. withholding tax.

Backup Withholding

The Fund may be required to withhold U.S. federa income tax on &l taxable distributions and redemption
proceeds payabl e to non-corporate shareholders who fail to provide the Fund with their correct taxpayer identification
number or to make required certifications, or who have been notified by the IRS that they are subject to backup
withholding. Backup withholding is not an additional tax. Any amounts withheld may be refunded or credited against
such shareholder’sU.S. federal incometax liability, if any, provided that the required informationisfurnished tothel RS.

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 common shares should consult their own tax advisers regarding the
purchase, ownership and disposition of common shares.
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NET ASSET VALUE

The net asset value of the Fund’s shares will be computed based on the market value of the assetsiit holds and
will generally be determined daily as of the close of regular trading on the New Y ork Stock Exchange. The net asset
value of the Fund’s shares is reported to the financial press on a weekly basis.

Portfolio instrumentsof the Fund which are traded in amarket 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 pricesareavailable. Initial public offering securities areinitially valued at cost, and thereafter asany other equity
security. Other readily marketable assets will be valued at the average of quotations provided by deal ers 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 impaired and mature
in 60 days or fewer are valued at amortized cost from purchase price or value on the 61st day prior to maturity.
Securitiesand other assets for which market quotationsare not readily availablewill bevalued at fair value as determined
in good faith by or under the direction of the Investment Adviser in accordance with guidelines adopted by the Fund.
The Fund may employ recognized pricing services from time to time for the purpose of pricing portfolio instruments
(including non-U.S. dollar-denominated assets and futures and options).

Trading takes place in various foreign markets on days which are not Business Days and on which therefore
the Fund’s net asset value per shareisnot calculated. The calculation of the Fund’s net asset val ue may not take place
contemporaneously with the determination of the prices of portfolio securities held by the Fund. Events affecting the
values of portfolio securities that occur between the time their prices are determined and the close of the NY SE will not
bereflected in the Fund’ s calculation of net asset value unlessthe Investment Adviser, pursuant to proceduresestablished
by the Board of Trustees, deemsthat 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 Trustees.

Net asset value per Common Share is calculated by dividing the value of the securities held plus any cash or
other assets minus all liabilities, including accrued expenses, and minus the aggregate liquidation preference of any
preferred shares by thetotal number of shares outstanding at such time.

GENERAL INFORMATION

Book-Entry-Only Issuance

DTC will act as securities depository for the Common Shares offered pursuant to the Prospectus. The
informationin thissection concerning DTC and DTC’ shook-entry system is based uponinformationobtained fromDTC.
The securities offered hereby initially will be issued only as fully-registered securities registered in the name of Cede
& Co. (as nominee for DTC). One or more fully-registered global security certificates initially will be issued,
representing in the aggregate the total number of securities, and deposited with DTC.
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DTCisalimited-purpose trust company organized under theNew Y ork B anking Law, a "banking organization"
within the meaning of the New Y ork Banking Law, a member of the Federal Reserve System, a"clearing corporation"
within the meaning of the New York Uniform Commercial Code and a " clearing agency" registered pursuant to the
provisions of Section 17A of the Securities Exchange A ct of 1934, asamended. D TC holdssecuritiesthat its participants
deposit with DTC. DTC also facilities the settlement among participants of securities transactions, such astransfers and
pledges, in deposited securities through electronic computerized book-entry changes in participants’ accounts, thereby
eliminating the need for physical movement of securitiescertificates. Direct DT C participantsinclude securities brokers
and dealers, banks, trust companies, clearing corporations and certain other organizations. Access to the DTC system
isalso available to others such as securities brokers and dealers, banks and trust compani esthat 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 DT C’s records. The ownership interest of each actual purchaser of a security, a
beneficial owner, isin turn to be recorded on the direct or indirect participants records. Beneficial owners will not
receive written confirmation from DTC of their purchases, but beneficial owners are expected to receive written
confirmations providing details of the transactions, as well as periodic statements of their holdings, from the direct or
indirect participants through which the beneficial owners purchased securities. Transfers of ownership interests in
securities are to be accomplished by entries made on the books of participants acting on behalf of beneficial owners.
Beneficial owners will not receive certificates representing their ownership interests in 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 beneficial owners. The participants will remain responsible for keeping account
of their holdings on behalf of their customers.

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

Payments on the securities will be made to DTC. DTC's practice is to credit direct participants accounts on
the relevant payment datein accordance with their respective holdings shown on DTC’ srecords unless DTC has reason
to believe that it will not receive payments on such payment date. Payments by participants to beneficial owners will
be governed by standing instructions and customary practices and will be the responsibility of such participant and not
of DTC or the Fund, subjectto any statutory or regulatory requirements as may bein effect from time to time. Payment
of distributions to DTC is the responsibility 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 discontinue providing its services as securities depository with respect to the securitiesat any time
by giving reasonable notice to the Fund. Under such circumstances, in the event that a successor securities depository
isnot obtained, certificates representing the securities will be printed and delivered.
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Counsel and Independent Auditors

Skadden, Arps, Slate, Meagher & Flom LLP, Four Times Square, New Y ork, New Y ork 10036 is counsel to
the Fund in connection with the issuance of the Common Shares.

PricewaterhouseCoopers LLP serve as auditors of the Fund and will annually audit the financial statements of
the Fund.

PROXY VOTING PROCEDURES

The Fund has adopted the proxy voting procedures of the Investment Adviser and has directed the I nvestment
Advisertovote all proxiesrelating to the Fund’ s voting securitiesin accordance with such procedures. The proxy voting
procedures have been filed with the Securities and Exchange Commission and can be reviewed and copied at the
Securities and Exchange Commission’ s Public Reference Room in Washington, D.C. and information on the operation
of the Public Reference Room may be obtained by calling the Securities and Exchange Commission at 202-942-8090.
The proxy voting procedures are al so available on the ED GA R D atabase on the Securities and Exchange Commission’s
Internet site at http:// www.sec.gov, and copies of the proxy voting procedures may be obtained, after paying a
duplicating fee, by electronic request at the following E-mail address: publicinfo@sec.gov, or by writing the Securities
and Exchange Commission’ s Public Reference Section, Washington, D.C. 20549-0102. In addition, information onhow
the Fund voted proxiesrelating to voting securities during the most recent twelve month period isavailable, upon request,
by calling 800-GABELLI (800-422-3554). The proxy voting procedures are also available at http://www.gabelli.com
and on the Security and Exchange Commissions website at http://www.sec.gov.

CODE OF ETHICS

The Fund and the Investment Adviser have adopted a code of ethics. Thiscode of ethics sets forth restrictions
on the trading activities of trustees/directors, officers and employees of the Fund, the Investment Adviser and their
affiliates. For example, such persons may not purchase any security for which the Fund has a purchase or sale order
pending, or for which such tradeisunder consideration. Inaddition, those trustees/directors, officers and employees that
are principally involved in investment decisionsfor client accounts are prohibited from purchasing or selling for their
own account for a period of seven days asecurity that hasbeen traded for aclient’ saccount, unless such trade isexecuted
on morefavorable termsfor the client’ saccount and it is determined that such trade will not adversely affect the client’s
account. Short-term trading by such trustee/directors, officers and employees for their own accountsin securities held
by a Fund client’s account is also restricted. The above examples are subject to certain exceptions and they do not
represent all of the trading restrictions and policies set forth by the code of ethics. The code of ethicsison file with the
Securities and Exchange Commission and can be reviewed and copied at the Securities and Exchange Commission’s
Public Reference Room in Washington, D.C., and information on the operation of the Public Reference Room may be
obtained by calling the Securities and Exchange Commission at 202-942-8090. The code of ethicsis also available on
the EDGAR D atabase on the Securities and Exchange Commission’s Internet site at http:// www.sec.gov, and copies of
the code of ethics may be obtained, after paying a duplicating fee, by electronic request at the following E-mail address:
publicinfo@sec.gov, or by writing the Securities and Exchange Commission’s Public Reference Section, W ashington,
D.C. 20549-0102.

CODE OF CONDUCT FOR CHIEF EXECUTIVE AND SENIOR FINANCIAL OFFICERS

The Fund and the Investment Adviser have adopted acode of conduct. This code of conduct setsforth policies
to guide the chief executive and senior financial officers in the performance of their duties. The code of conductison
file with the Securities and Exchange Commission and can be reviewed and copied at the Securities and Exchange
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Commission’s Public Reference Room in Washington, D.C., and information on the operation of the Public Reference
Room may be obtained by calling the Securities and Exchange Commission at 202-942-8090. The code of ethicsisalso
available on the ED GAR Database on the Securities and Exchange Commission’s Internet site at http:// www.sec.gov,
and copies of the code of ethics may be obtained, after paying a duplicating fee, by electronic request at the following
E-mail address: publicinfo@sec.gov, or by writing the Securitiesand Exchange Commission’ s Public Reference Section,
Washington, D.C. 20549-0102.

Report of Independent Auditors

To the Shareholder and Board of Trustees of
The Gabelli Dividend & Income Trust

In our opinion, the accompanying statement of net assets presents fairly, in all material respects, the financial position
of The Gabelli Dividend & Income Trust (the "Fund") at November 18, 2003, in conformity with accounting principles
generally accepted in the United States of America. This financial statement is the responsibility of the Fund's
management; our responsibility isto expressan opinion on thisfinancial statement based on our audit. We conducted
our audit of this financial statement in accordance with auditing standards generally accepted in the United States of
America, which require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates
made by management, and evaluating the overall financial statement presentation. We believe that our audit provides
areasonable basis for our opinion.

PricewaterhouseCoopersLLP
New Y ork, New York
November 20, 2003
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The Gabelli Dividend & Income Trust
Statement of Net Assets
November 18, 2003

ASSETS
Cash

NET ASSETS

Net Assets consist of:
Shares of beneficial interest, at par value (Note 4)
Additional paid-in-capital

Net Assets

Net asset value per share:

($137,214/7,184 shares outstanding)

See accompanying notes to financial statement
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The Gabelli Dividend & Income Trust
Notes to Statement of Net Assets
November 18, 2003

Note 1 - Organization

The Gabelli Dividend & Income Trust (the “Fund”) is a closed-end non-diversified management investment company
organized under the laws of the state of Delaware on August 20, 2003 and has had no operations to date other than
mattersrelating to its organization under the Investment Company Act of 1940, as amended, and the sale and issuance
of 7,184 of its shares of beneficial interest to Gabelli Funds, LLC, the Fund's investment adviser (the "Adviser").

The Fund's investment objective is to seek a high level of total return with an emphasis on dividends and income. The
Fund will attempt to achieve its investment objective by investing, under normal market conditions, at least 80% of its
assets in dividend paying securities (such as common and preferred stock) or other income producing securities (such
as fixed income debt securities and securities that are convertible into equity securities).

Note 2 - Significant Accounting Policies

The preparation of financial statementsin accordance with generally accepted accounting principl esrequires management
to make estimates and assumptions that affect the reported amounts and disclosuresin the financial statements. Actual
results could differ from those estimates. Thefollowing isasummary of significant accounting policies followed by the
Fund in the preparation of its financial statements.

Organization Expenses and Offering Costs: Organi zation expensesrelating to the Fund have beenincurred by the Adviser
of approximately $37,200. Upon commencement of operations, the offering costs (other than the salesload) will be borne
by the Fund and its shareholders and will be accounted for as a reduction to paid-in-capital up to $0.04 per share
including the shares issued in the public offering. The Adviser has agreed to pay the Fund's offering costs (other than
the sales load) that exceed $0.04 per share of beneficial interest.

Federal Taxes: The Fund intends to qualify for treatment as aregul ated investment company under the I nternal Revenue
Code of 1986, as amended, and distribute all its taxable income. In addition, by distributing in each calendar year
substantially all of itsnet investment income, capital gainsand certain other amounts, if any, the Fund will not be subject
to Federal income or excise tax.

Note 3 - Investment Adviser and Other Transactions with Affiliates

The Fund has entered into an investment advisory agreement (the "Advisory Agreement") with the Adviser which
providesthat the Fund will pay the Adviser afee, computed daily and paid monthly, at the annual rate of 1.00% of the
value of the Fund's average daily net assets. In accordance with the Advisory Agreement, the Adviser provides a
continuous investment program for the Fund's portfolio, overseesthe administration of all aspects of the Fund's business
and affairs and pays the compensation of all Officers and Directors of the Fund who are its affiliates.

Note 4 - Fund Shares

The Fund isauthorized to issue an unlimited number of common shares of beneficial interest, par value $0.001 per share.
At November 18, 2003, there were 7,184 shares issued and outstanding.
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Note 5 - Initial Public Offering

The Fund has commenced an offering of its sharesin a public offering and has entered into an underwriting agreement
with several underwriters, including Gabelli & Company, Inc., an affiliate of the Fund's Adviser.

The Adviser has agreed to pay certain fees to the underwritersand to other partiesin connection with the offering. Such
offering costs will be borne by the Fund's Adviser as described in Note 2.

F-4



C-1



