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To Our Shareholders,
 

For the fiscal year ended September 30, 2024, the Net Asset Value (NAV) total return of the Bancroft 
Fund Ltd. was 12.1% compared to the total return of 14.7% for the ICE Bank of America U.S. Convertibles 
Index. The total return for the Fund’s publicly traded shares was 15.1%. The Fund’s NAV per share was $19.20, 
while the price of the publicly traded shares closed at $16.77 on the NYSE American. See page 4 for additional 
performance information.

Enclosed are the financial statements, including the schedule of investments, as of September 30, 2024.

 
Investment Objective and Strategy (Unaudited) 

The Fund is a closed-end, diversified management investment company and invests primarily in convertible 
securities, with the objectives of providing income and the potential for capital appreciation, which objectives the 
Fund considers to be relatively equal over the long term due to the nature of the securities in which it invests.
 
 
 
 
 
 
 
 
 
 
 
 
 
 

As permitted by regulations adopted by the Securities and Exchange Commission, paper copies of the Fund’s annual and 
semiannual shareholder reports will no longer be sent by mail, unless you specifically request paper copies of the reports. 
Instead, the reports will be made available on the Fund’s website (www.gabelli.com), and you will be notified by mail each 
time a report is posted and provided with a website link to access the report. If you already elected to receive sharehold-
er reports electronically, you will not be affected by this change and you need not take any action. To elect to receive all 
future reports on paper free of charge, please contact your financial intermediary, or, if you invest directly with the Fund, 
you may call 800-422-3554 or send an email request to info@gabelli.com.
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Performance Discussion (Unaudited)

The first fiscal quarter began slowly but animal spirits returned in November and December. Much of the 
move higher in the quarter was driven by the expectation that the Federal Reserve would stop increasing the 
Fed Funds rate and that upcoming interest rate cuts would help justify higher equity multiples in 2024. During 
the quarter, Bancroft was overweight balanced convertibles and underweight equity sensitive convertibles which 
caused the Fund to lag as underlying equities moved sharply higher. 

The market was resilient in the second fiscal quarter despite significant changes in investor expectations for 
the trajectory of interest rates for the remainder of the year. The refinancing trade drove convertible performance 
in the quarter. Many issuers that were expected to refinance existing converts over the next 2 years were able to 
come to the market at reasonable terms, extending maturities without a significant increase in interest expense. 
This led to many of our fixed income equivalent holdings being bid higher as investors anticipated which companies 
would benefit from this trade. We took advantage of these moves to raise cash that we were able to redeploy 
in some of the new issues. The terms of these issues have generally been attractive as we seek asymmetrical 
exposure to the underlying equities, and we will continue to add them to our portfolio as appropriate. 

Convertibles moved slightly lower through Bancroft’s third fiscal quarter, largely due to their exposure 
to small- and mid-cap names that did not broadly participate in the equity rally. The market did outperform its 
underlying equities in the quarter because of its yield advantage and investors bidding higher for bonds likely to 
be refinanced in the coming year. While returns were somewhat lackluster through June, the positive takeaway 
in the third quarter was that the convertible market performed as expected relative to underlying equities, while 
increasing issuance was returning the market to a much more attractive asymmetrical profile than we have seen 
in a few years, with attractive yields and reasonable premiums. 

In our fourth fiscal quarter, we saw market breadth expand with a long overdue rotation out of mega cap 
tech into small cap. Bancroft was well positioned to benefit from this rotation as many of our holdings fall into the 
small- and mid-cap categories and we saw significant improvement in performance as a result. Additionally, in 
September the Fed gave the market a much anticipated 50 bps rate cut. Much of our portfolio has moved higher 
on the news as many of our holdings will benefit from a lower interest rate environment.

Convertible issuance was strong this year, with a mix of existing issuer refinancing and new issuers. The 
issuance has come at attractive terms with a significant appetite among convertible investors for new paper. 
There continues to be a large amount of debt coming due over the next two years, and many companies have 
delayed addressing it due to market conditions. Converts offer an attractive way for companies to add relatively 
low-cost capital to their balance sheets, particularly as interest rates move higher and other forms of financing 
such as High Yield become more expensive. We selectively layer new issues into our portfolio to maintain the 
asymmetrical risk profile we seek to achieve.

At current levels, the convertible market offers a Yield to Maturity (YTM) of 4.0% and a 47% premium 
to conversion value. Our portfolio offers a 5.0% YTM at a 43% conversion premium. Sensitivity to moves in 
underlying equities continues to be historically low with the market delta now at 49. Bancroft’s portfolio is slightly 
more equity sensitive with a delta of 52. At quarter end our portfolio was 8% equity sensitive, 66% total return, 
and 25% fixed income equivalent. This compares to the market at 35% equity, 34% total return, and 31% fixed 
income equivalent.

Our top contributors to performance for the fiscal year were TransMedics Group Inc., 1.5% of 06/01/28 
(not held), HCI Group Inc., 4.75% of 06/01/42 (0.7% of total investments as of September 30, 2024), Impinj 
Inc., 1.125% of 05/15/27 (not held), and InterDigital Inc., 3.5% of 06/01/27 (not held). Our top detractors were 
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Array Technologies Inc., 1% of 12/01/28 (2.1%) and Cardlytics Inc., 4.25% of 04/01/29 (1.2%). During Bancroft's 
fiscal year, we repurchased 56,316 shares of BCV common stock at an average discount to NAV of 15.7%. 
Additionally, we repurchased 18,850 shares of the Series A Preferred. Between common and preferred shares, 
the total dollar amount repurchased was nearly $1.3 million for the fiscal year.

We have managed convertibles through multiple market cycles. Given the recent issuance and refinancing, 
the profile of the market continues to improve. We remain focused on the total return segment of the market for 
the most asymmetrical return profile that allows us to position the portfolio cautiously while participating when 
the market moves higher. With increasing issuance, this segment of the market has been expanding, often with 
higher coupons and lower premiums.

Thank you for your investment in the Bancroft Fund Ltd.

We appreciate your continued confidence and trust.
 
 
 
 
 
 
 
 
 
 
 
 
 

The views expressed reflect the opinions of the Fund's portfolio manager and Gabelli Funds, LLC, the Adviser, as of the 
date of this report and are subject to change without notice based on changes in market, economic, or other conditions. 
These views are not intended to be a forecast of future events and are no guarantee of future results.
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Comparative Results

Average Annual Returns through September 30, 2024 (a) (b) (Unaudited) 

1 Year 3 Year 5 Year 10 Year

Since 
Inception 
(4/20/71)

Bancroft Fund Ltd. (BCV)
NAV Total Return (c) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   12.05 %   (7.22 )%   3.56 %   6.10 %   8.45 %
Investment Total Return (d) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   15.11   (7.99 )   3.20   7.30   9.09 

ICE Bank of America U.S. Convertibles Index  . . . . . . . . . . . . . . . . . . . . . .   14.68   (0.47 )   10.48   8.87   N/A (e)
Bloomberg Balanced U.S. Convertibles Index  . . . . . . . . . . . . . . . . . . . . . .   14.83   (0.72 )   8.75   6.49   N/A (f)

(a) The Fund’s fiscal year ends on September 30. 
(b) Returns represent past performance and do not guarantee future results. Investment returns and the principal value of an investment 

will fluctuate. The Fund's use of leverage may magnify the volatility of net asset value changes versus funds that do not employ 
leverage. When shares are sold, they may be worth more or less than their original cost. Current performance may be lower or higher 
than the performance data presented. Visit www.gabelli.com for performance information as of the most recent month end. NAV 
total returns would have been lower had Gabelli Funds, LLC (the Adviser) not reimbursed certain expenses of the Fund. The ICE 
Bank of America U.S. Convertibles Index is a market value weighted index of all dollar denominated convertible securities that are 
exchangeable into U.S. equities that have a market value of more than $50 million. The Bloomberg Balanced U.S. Convertibles Index 
is a market value weighted index that tracks the performance of publicly placed, dollar denominated convertible securities that are 
between 40% and 80% sensitive to movements in their underlying common stocks. Dividends and interest income are considered 
reinvested. You cannot invest directly in an index.

(c) Total returns and average annual returns reflect changes in the NAV per share, reinvestment of distributions at NAV on the ex-dividend 
date for the period beginning November 2015, and are net of expenses. For the period December 2008 through October 2015, 
distributions were reinvested on the payable date using market prices. For the period May 2006 through November 2008, distributions 
were reinvested on the payable date using NAV. Total returns and average annual returns were adjusted for the 1987 tender offering 
(no adjustments were made for the 1982 and 2007 tender offers nor for the 1987 or 2003 rights offerings). Since inception return is 
based on an initial NAV of $22.92.

(d) Total returns and average annual returns reflect changes in closing market values on the NYSE American and reinvestment of 
distributions. Total returns and average annual returns were adjusted for the1987 tender offering (no adjustments were made for the 
1982 and 2007 tender offers nor for the 1987 or 2003 rights offerings). Since inception return is based on an initial offering price of 
$25.00.

(e) The ICE Bank of America U.S. Convertibles Index inception date is December 31, 1987. 
(f) The Bloomberg Balanced U.S. Convertibles Index inception date is January 1, 2003. 

Investors should carefully consider the investment objectives, risks, charges, and expenses of the Fund before investing.
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COMPARISON OF CHANGE IN VALUE OF A $10,000 INVESTMENT IN
BANCROFT FUND LTD (INVESTMENT TOTAL RETURN), ICE BOFA U.S. CONVERTIBLES INDEX & 

BLOOMBERG BALANCED U.S. CONVERTIBLES INDEX (Unaudited)

Average Annual Total Returns*

1 Year 5 Year 10 Year

Investment 15.11% 3.20% 7.30%

$0

$10,000

$20,000

$30,000

9/30/14 9/30/15 9/30/16 9/30/17 9/30/18 9/30/19 9/30/20 9/30/21 9/30/22 9/30/23 9/30/24

Investment Total Return $20,231

ICE Bank of America U.S. Convertibles Index $21,694

Bloomberg Balanced U.S. Convertibles Index $18,298

        
   

* Past performance is not predictive of future results. The performance tables and graph do not reflect the deduction of taxes that a shareholder 
would pay on Fund distributions or the redemption of Fund shares. 
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Summary of Portfolio Holdings (Unaudited) 

The following tables present portfolio holdings as a percent of total investments as of September 30, 2024:

Bancroft Fund Ltd.
Energy and Utilities . . . . . . . . . . . . . . . . . . . . . . . . . . 22.1%
Health Care . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19.3%
Computer Software and Services . . . . . . . . . . 13.9%
U.S. Government Obligations . . . . . . . . . . . . . . . 11.6%
Semiconductors . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.9%
Financial Services . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.1%
Real Estate Investment Trusts . . . . . . . . . . . . . . 3.5%
Business Services . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.2%
Diversified Industrial . . . . . . . . . . . . . . . . . . . . . . . . . 3.2%
Security Software . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.6%

Specialty Chemicals . . . . . . . . . . . . . . . . . . . . . . . . . 1.8%
Metals and Mining . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.6%
Automotive: Parts and Accessories . . . . . . . . 1.3%
Transportation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.0%
Entertainment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.9%
Aerospace and Defense . . . . . . . . . . . . . . . . . . . . 0.7%
Consumer Products . . . . . . . . . . . . . . . . . . . . . . . . . 0.7%
Consumer Services . . . . . . . . . . . . . . . . . . . . . . . . . 0.6%

100.0%

The Fund files a complete schedule of portfolio holdings with the Securities and Exchange Commission (the SEC) 
for the first and third quarters of each fiscal year on Form N-PORT. Shareholders may obtain this information at 
www.gabelli.com or by calling the Fund at 800-GABELLI (800-422-3554). The Fund’s Form N-PORT is available 
on the SEC’s website at www.sec.gov and may also be reviewed and copied at the SEC’s Public Reference 
Room in Washington, DC. Information on the operation of the Public Reference Room may be obtained by calling 
800-SEC-0330.

Proxy Voting

The Fund files Form N-PX with its complete proxy voting record for the twelve months ended June 30, no later 
than August 31 of each year. A description of the Fund’s proxy voting policies, procedures, and how each Fund 
voted proxies relating to portfolio securities is available without charge, upon request, by (i) calling 800-GABELLI 
(800-422-3554); (ii) writing to The Gabelli Funds at One Corporate Center, Rye, NY 10580-1422; or (iii) visiting 
the SEC’s website at www.sec.gov.
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Bancroft Fund Ltd.
Schedule of Investments  —  September 30, 2024

See accompanying notes to financial statements.

Principal 
Amount Cost

Market 
Value

  CONVERTIBLE CORPORATE BONDS — 81.4%
  Aerospace and Defense — 0.7%

 $  500,000 Rocket Lab USA Inc., 
4.250%, 02/01/29(a) . . .  $  501,116  $  1,050,313 

      

      

  Automotive: Parts and Accessories — 1.3%
Rivian Automotive Inc.

   1,000,000 4.625%, 03/15/29 . . . . .    1,021,813    905,625 
   1,250,000 3.625%, 10/15/30 . . . . .    1,250,000    992,248 

   2,271,813    1,897,873 
      

      

  Business Services — 3.2%
   2,000,000 BigBear.ai Holdings Inc., 

6.000%, 12/15/26(a) . . .    2,000,000    1,491,820 
   3,000,000 MicroStrategy Inc., 

2.250%, 06/15/32(a) . . .    3,000,000    3,330,000 
   5,000,000    4,821,820 

      

  Computer Software and Services — 13.2%
   2,875,000 Akamai Technologies Inc., 

1.125%, 02/15/29 . . . . .    2,953,892    2,928,187 
   1,200,000 Alibaba Group Holding Ltd., 

0.500%, 06/01/31(a)(b)    1,305,375    1,476,900 
   2,000,000 Box Inc., 

1.500%, 09/15/29(a) . . .    2,027,653    2,022,000 
   3,000,000 CSG Systems International 

Inc., 
3.875%, 09/15/28(a) . . .    2,975,644    3,004,500 

   400,000 Pagaya Technologies Ltd., 
6.125%, 10/01/29 . . . . .    380,000    415,200 

   1,250,000 PagerDuty Inc., 
1.500%, 10/15/28(a) . . .    1,250,000    1,256,229 

   1,000,000 Parsons Corp., 
2.625%, 03/01/29 . . . . .    1,022,339    1,260,500 

   1,805,000 PROS Holdings Inc., 
2.250%, 09/15/27 . . . . .    1,801,454    1,628,110 

   900,000 Snowflake Inc., 
Zero Coupon, 
10/01/29(a) . . . . . . . . . .    900,000    929,250 

   700,000 Varonis Systems Inc., 
1.000%, 09/15/29(a) . . .    714,531    754,250 

   3,156,000 Veritone Inc., 
1.750%, 11/15/26 . . . . .    2,946,551    1,036,746 

   1,250,000 Vertex Inc., 
0.750%, 05/01/29(a) . . .    1,267,153    1,568,750 

   1,500,000 Workiva Inc., 
1.250%, 08/15/28 . . . . .    1,500,000    1,421,475 

   21,044,592    19,702,097 
      

  Consumer Products — 0.7%
   1,000,000 Spectrum Brands Inc., 

3.375%, 06/01/29(a) . . .    977,417    1,040,242 
      

      

Principal 
Amount   Cost  

Market 
Value

  Consumer Services — 0.6%
 $  640,000 Uber Technologies Inc., Ser. 

2028, 
0.875%, 12/01/28 . . . . .  $  640,833  $  802,880 

      

      

  Diversified Industrial — 1.2%
   2,000,000 PureCycle Technologies 

Inc., 
7.250%, 08/15/30 . . . . .    1,848,308    1,744,000 

      

      

  Energy and Utilities — 22.1%
   4,288,000 Array Technologies Inc., 

1.000%, 12/01/28 . . . . .    3,781,890    3,199,658 
Bloom Energy Corp.

   2,500,000 3.000%, 06/01/28(a) . . .    2,472,293    2,304,129 
   200,000 3.000%, 06/01/29(a) . . .    200,000    171,084 
   2,000,000 CMS Energy Corp., 

3.375%, 05/01/28(a) . . .    2,000,292    2,152,000 
   2,000,000 Fluor Corp., 

1.125%, 08/15/29 . . . . .    2,200,635    2,452,000 
   1,700,000 Kosmos Energy Ltd., 

3.125%, 03/15/30(a) . . .    1,656,457    1,576,325 
   3,000,000 Nabors Industries Inc., 

1.750%, 06/15/29 . . . . .    2,558,002    2,348,925 
   1,750,000 NextEra Energy Partners LP, 

2.500%, 06/15/26 . . . . .    1,723,722    1,651,488 
   3,000,000 Northern Oil & Gas Inc., 

3.625%, 04/15/29 . . . . .    3,283,047    3,435,750 
   2,000,000 Ormat Technologies Inc., 

2.500%, 07/15/27 . . . . .    1,978,862    2,091,000 
   1,134,000 PG&E Corp., 

4.250%, 12/01/27 . . . . .    1,160,443    1,229,539 
   3,000,000 PPL Capital Funding Inc., 

2.875%, 03/15/28 . . . . .    2,940,461    3,185,250 
   1,500,000 Stem Inc., 

4.250%, 04/01/30 . . . . .    1,500,000    451,321 
   1,900,000 Sunnova Energy 

International Inc., 
2.625%, 02/15/28 . . . . .    1,810,715    1,247,920 

   2,500,000 TXNM Energy Inc., 
5.750%, 06/01/54(a) . . .    2,500,000    2,722,840 

   2,450,000 WEC Energy Group Inc., 
4.375%, 06/01/29(a) . . .    2,450,000    2,723,175 

   34,216,819    32,942,404 
      

  Entertainment — 0.9%
   1,810,000 fuboTV Inc., 

3.250%, 02/15/26 . . . . .    1,749,259    1,380,125 
      

      

  Financial Services — 5.1%
   1,000,000 Coinbase Global Inc., 

0.250%, 04/01/30 . . . . .    990,877    909,500 
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Bancroft Fund Ltd.
Schedule of Investments (Continued) —  September 30, 2024

See accompanying notes to financial statements.

Principal 
Amount   Cost  

Market 
Value

  CONVERTIBLE CORPORATE BONDS (Continued)
  Financial Services (Continued)

 $  3,000,000 Global Payments Inc., 
1.500%, 03/01/31(a) . . .  $  2,976,614  $  2,880,000 

   750,000 HCI Group Inc., 
4.750%, 06/01/42 . . . . .    1,007,328    1,077,750 

   2,500,000 SoFi Technologies Inc., 
1.250%, 03/15/29 . . . . .    2,543,310    2,668,750 

   7,518,129    7,536,000 
      

  Health Care — 16.8%
   3,000,000 Amphastar Pharmaceuticals 

Inc., 
2.000%, 03/15/29(a) . . .    2,981,746    3,182,807 

   800,000 ANI Pharmaceuticals Inc., 
2.250%, 09/01/29(a) . . .    813,245    846,500 

   1,500,000 Coherus Biosciences Inc., 
1.500%, 04/15/26 . . . . .    1,214,536    1,177,500 

   3,250,000 Cutera Inc., 
2.250%, 06/01/28 . . . . .    1,816,604    520,001 

   750,000 Dexcom Inc., 
0.375%, 05/15/28 . . . . .    768,212    665,625 

   795,000 Enovis Corp., 
3.875%, 10/15/28 . . . . .    834,622    838,725 

   3,125,000 Evolent Health Inc., 
3.500%, 12/01/29(a) . . .    3,164,219    3,372,656 

   2,250,000 Exact Sciences Corp., 
2.000%, 03/01/30 . . . . .    2,379,561    2,576,250 

   1,500,000 Haemonetics Corp., 
2.500%, 06/01/29(a) . . .    1,489,088    1,512,750 

   1,200,000 Halozyme Therapeutics Inc., 
1.000%, 08/15/28 . . . . .    1,218,750    1,428,000 

   1,000,000 Immunocore Holdings plc, 
2.500%, 02/01/30(a) . . .    958,307    865,878 

   940,000 Invacare Corp., Escrow, 
Zero Coupon, 
05/08/28(c) . . . . . . . . . .    9    0 

   2,150,000 Jazz Investments I Ltd., 
3.125%, 09/15/30(a) . . .    2,233,505    2,249,975 

   2,500,000 Pacira BioSciences Inc., 
2.125%, 05/15/29(a) . . .    2,101,345    1,893,071 

   3,400,000 Sarepta Therapeutics Inc., 
1.250%, 09/15/27 . . . . .    3,861,488    3,862,400 

   25,835,237    24,992,138 
      

  Metals and Mining — 1.6%
   2,150,000 MP Materials Corp., 

3.000%, 03/01/30(a) . . .    2,253,564    2,367,460 
      

      

  Real Estate Investment Trusts — 3.5%
   2,000,000 Redfin Corp., 

0.500%, 04/01/27 . . . . .    1,510,208    1,475,000 

Principal 
Amount   Cost  

Market 
Value

 $  1,000,000 Redwood Trust Inc., 
7.750%, 06/15/27 . . . . .  $  1,000,000  $  1,002,000 

   1,125,000 Rexford Industrial Realty LP, 
4.125%, 03/15/29 . . . . .    1,128,410    1,197,000 

   1,610,000 Summit Hotel Properties 
Inc., 
1.500%, 02/15/26 . . . . .    1,628,181    1,523,764 

   5,266,799    5,197,764 
      

  Security Software — 2.6%
   3,350,000 Cardlytics Inc., 

4.250%, 04/01/29(a) . . .    2,963,356    1,786,378 
   2,175,000 Rapid7 Inc., 

1.250%, 03/15/29(a) . . .    2,140,494    2,054,383 
   5,103,850    3,840,761 

      

  Semiconductors — 6.9%
   3,000,000 indie Semiconductor Inc., 

4.500%, 11/15/27 . . . . .    2,891,793    2,670,000 
   2,500,000 MKS Instruments Inc., 

1.250%, 06/01/30(a) . . .    2,501,892    2,503,750 
   3,000,000 ON Semiconductor Corp., 

0.500%, 03/01/29 . . . . .    2,902,234    3,044,250 
   875,000 OSI Systems Inc., 

2.250%, 08/01/29(a) . . .    889,723    911,676 
   3,125,000 Wolfspeed Inc., 

1.875%, 12/01/29 . . . . .    2,699,716    1,178,125 
   11,885,358    10,307,801 

      

  Transportation — 1.0%
   1,600,000 Air Transport Services 

Group Inc., 
3.875%, 08/15/29(a) . . .    1,600,000    1,510,560 

      

      

TOTAL CONVERTIBLE 
CORPORATE BONDS . . . .    127,713,094    121,134,238 

      

Shares   
  CONVERTIBLE PREFERRED STOCKS — 0.4%
  Business Services — 0.0%

   809,253 Amerivon Holdings LLC, 
4.000%(c) . . . . . . . . . . .    1,294,693    0 

   272,728 Amerivon Holdings LLC, 
common equity units 
(c). . . . . . . . . . . . . . . . . .    0    3 

   1,294,693    3 
  Health Care — 0.4%

   28,911 Invacare Holdings Corp., 
Ser. A, 
9.000%(c) . . . . . . . . . . .    722,775    650,497 

      

TOTAL CONVERTIBLE 
PREFERRED STOCKS . . .    2,017,468    650,500 
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Bancroft Fund Ltd.
Schedule of Investments (Continued) —  September 30, 2024

See accompanying notes to financial statements.

Shares Cost
Market 
Value

  MANDATORY CONVERTIBLE SECURITIES(d) — 6.6%
  Computer Software and Services — 0.7%

   17,000 Hewlett Packard Enterprise 
Co., 
7.625%, 09/01/27 . . . . .  $  858,250  $  1,028,670 

      

  Diversified Industrial — 2.0%
   58,600 Chart Industries Inc., Ser. B, 

6.750%, 12/15/25 . . . . .    3,181,725    2,944,650 
      

  Health Care — 2.1%
   56,500 BrightSpring Health 

Services Inc., 
6.750%, 02/01/27 . . . . .    2,825,000    3,149,310 

      

  Specialty Chemicals — 1.8%
   60,000 Albemarle Corp., 

7.250%, 03/01/27 . . . . .    2,960,788    2,700,000 
      

TOTAL MANDATORY 
CONVERTIBLE 
SECURITIES . . . . . . . . . . .    9,825,763    9,822,630 

      

     COMMON STOCKS — 0.0%
  Health Care — 0.0%

   12,938 Invacare Holdings Corp.†(c)    0    0 
      

      

Principal 
Amount   

  U.S. GOVERNMENT OBLIGATIONS — 11.6%
 $  17,490,000 U.S. Treasury Bills,

4.540% to 5.149%††, 
11/14/24 to 12/26/24 . . .    17,315,237    17,316,031 

      

      

TOTAL INVESTMENTS — 100.0% . . . . . . . .  $  156,871,562    148,923,399 

Other Assets and Liabilities (Net) . . . . . . . . . . . . . . . . . . . . . .    (7,587,393 )

PREFERRED SHARES
(1,177,263 preferred shares outstanding) . . . . . . . . . . . . . . . . .    (29,431,575 )

NET ASSETS — COMMON SHARES
(5,828,923 common shares outstanding) . . . . . . . . . . . . . . . . .  $  111,904,431 

NET ASSET VALUE PER COMMON SHARE
($111,904,431 ÷ 5,828,923 shares outstanding) . . . . . . . . . .  $  19.20 

 

(a) Securities exempt from registration under Rule 144A of the Securities 
Act of 1933, as amended. These securities may be resold in transactions 
exempt from registration, normally to qualified institutional buyers.

(b) At September 30, 2024, the Fund held an investment in a restricted and 
illiquid security amounting to $1,476,900 or 0.99% of total investments, 
which was valued under methods approved by the Board of Trustees as 
follows:

Acquisition 
Principal 
Amount Issuer

Acquisition 
Dates

Acquisition 
Cost

09/30/24 
Carrying 

Value 
Per Bond

$1,200,000 Alibaba Group 
Holding Ltd., 
0.500%, 06/01/31 

05/23/24 
- 09/25/24 $1,305,600 $123.0750

         

(c) Security is valued using significant unobservable inputs and is classified 
as Level 3 in the fair value hierarchy.

(d) Mandatory convertible securities are required to be converted on the 
dates listed; they generally may be converted prior to these dates at the 
option of the holder.

† Non-income producing security.
†† Represents annualized yields at dates of purchase.
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Statement of Assets and Liabilities 
September 30, 2024 

Statement of Operations 
For the Year Ended September 30, 2024 

Assets:
Investments, at value (cost $156,871,562) . . . . . .  $  148,923,399 
Cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    502 
Receivable for investments sold . . . . . . . . . . . . . .    1,003,102 
Dividends and interest receivable . . . . . . . . . . . . .    841,947 
Deferred offering expense . . . . . . . . . . . . . . . . . .    55,180 
Total Assets . . . . . . . . . . . . . . . . . . . . . . . . . . .    150,824,130 

Liabilities:
Distributions payable . . . . . . . . . . . . . . . . . . . . . .    29,458 
Payable for investments purchased . . . . . . . . . . .    9,265,603 
Payable for investment advisory fees . . . . . . . . . .    83,321 
Payable for accounting fees . . . . . . . . . . . . . . . . .    11,250 
Payable for payroll expenses . . . . . . . . . . . . . . . .    7,975 
Other accrued expenses . . . . . . . . . . . . . . . . . . .    90,517 
Total Liabilities . . . . . . . . . . . . . . . . . . . . . . . . .    9,488,124 

Preferred Shares:
Series A Cumulative Preferred Shares (5.375%, 

$25 liquidation value, $0.01 par value, unlimited 
shares authorized with 1,177,263 shares issued 
and outstanding) . . . . . . . . . . . . . . . . . . . . .    29,431,575 

  

Net Assets Attributable to Common 
Shareholders . . . . . . . . . . . . . . . . . . . . . . . . .  $  111,904,431 

Net Assets Attributable to Common Shareholders 
Consist of:
Paid-in capital . . . . . . . . . . . . . . . . . . . . . . . . . . .  $  120,123,913 
Total accumulated loss . . . . . . . . . . . . . . . . . . . .    (8,219,482 )
Net Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $  111,904,431 

Net Asset Value per Common Share:
($111,904,431 ÷ 5,828,923 shares outstanding at 

$0.001 par value; unlimited number of shares 
authorized) . . . . . . . . . . . . . . . . . . . . . . . . . . .  $  19.20 

Investment Income:
Dividends  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $  578,715 
Interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    4,211,981 
Total Investment Income . . . . . . . . . . . . . . . . . . .    4,790,696 

Expenses:
Investment advisory fees . . . . . . . . . . . . . . . . . . . .    1,000,187 
Trustees’ fees . . . . . . . . . . . . . . . . . . . . . . . . . . . .    131,807 
Shareholder communications expenses . . . . . . . . .    102,012 
Payroll expenses. . . . . . . . . . . . . . . . . . . . . . . . . .    71,762 
Accounting fees . . . . . . . . . . . . . . . . . . . . . . . . . .    45,000 
Shareholder services fees . . . . . . . . . . . . . . . . . . .    42,855 
Legal and audit fees . . . . . . . . . . . . . . . . . . . . . . .    40,457 
Custodian fees . . . . . . . . . . . . . . . . . . . . . . . . . . .    16,294 
Interest expense . . . . . . . . . . . . . . . . . . . . . . . . . .    1,594 
Miscellaneous expenses . . . . . . . . . . . . . . . . . . . .    51,893 
Total Expenses . . . . . . . . . . . . . . . . . . . . . . . . . .    1,503,861 
Less:

Expenses paid indirectly by broker (See Note 5) .    (2,432 )
Net Expenses . . . . . . . . . . . . . . . . . . . . . . . . . . .    1,501,429 
Net Investment Income . . . . . . . . . . . . . . . . . . . .    3,289,267 

Net Realized and Unrealized Gain on 
Investments: –
Net realized gain on investments  . . . . . . . . . . . . . .    5,897,310 

A

Net change in unrealized appreciation/depreciation:
on investments  . . . . . . . . . . . . . . . . . . . . . . . . .    4,714,834 

A

Net Realized and Unrealized Gain on 
Investments . . . . . . . . . . . . . . . . . . . . . . . . . . .    10,612,144 

Net Increase in Net Assets Resulting from 
Operations . . . . . . . . . . . . . . . . . . . . . . . . . . . .    13,901,411 

Total Distributions to Preferred Shareholders . . . . .    (1,601,571 )
Net Increase in Net Assets Attributable to 

Common Shareholders Resulting from 
Operations . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $  12,299,840 

 $  12,299,840 
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Bancroft Fund Ltd.
Statement of Changes in Net Assets Attributable to Common Shareholders 

Year Ended 
September 30, 2024

For the Period 
November 1, 2022 to 
September 30, 2023

Year Ended 
October 31, 2022

Operations:
Net investment income . . . . . . . . . . . . . . . . . . . . . . . . .  $  3,289,267  $  2,246,361  $  821,864 
Net realized gain on investments . . . . . . . . . . . . . . . . .    5,897,310    6,853,675    5,562,229 
Net change in unrealized appreciation/depreciation on 

investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    4,714,834    (10,660,821 )    (55,188,647 )
Net Increase/(Decrease) in Net Assets Resulting from 

Operations. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    13,901,411    (1,560,785 )    (48,804,554 )

Distributions to Preferred Shareholders from 
Accumulated Earnings. . . . . . . . . . . . . . . . . . . . . . . . . .    (1,601,571 )    (1,474,107 )    (1,612,500 )

Net Increase/(Decrease) in Net Assets Attributable to 
Common Shareholders Resulting from Operations.    12,299,840    (3,034,892 )    (50,417,054 )

Distributions to Common Shareholders:
Accumulated earnings . . . . . . . . . . . . . . . . . . . . . . . . . .    (7,383,081 )    (6,618,749 )    (22,838,478 )
Return of capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    (90,284 )    (863,594 )    (276,677 )

   

Total Distributions to Common Shareholders. . . . . . .    (7,473,365 )    (7,482,343 )    (23,115,155 )

Fund Share Transactions:
Net increase in net assets from common shares issued 

upon reinvestment of distributions . . . . . . . . . . . . . . . .    920,505    927,330    9,754,495 
Net decrease from repurchase of common shares  . . . . .    (871,390 )    (1,067,712 )    (1,125,238 )
Net increase in net assets from repurchase of preferred 

shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    43,672    7,681    — 
Net Increase/(Decrease) in Net Assets from Fund Share 

Transactions. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    92,787    (132,701 )    8,629,257 

Net Increase/(Decrease) in Net Assets Attributable to 
Common Shareholders. . . . . . . . . . . . . . . . . . . . . . .    4,919,262    (10,649,936 )    (64,902,952 )

Net Assets Attributable to Common Shareholders:
Beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    106,985,169    117,635,105    182,538,057 
End of period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $  111,904,431  $  106,985,169  $  117,635,105 
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Bancroft Fund Ltd.
Financial Highlights 

Selected data for a common share of beneficial interest outstanding throughout each period:

Year Ended 
September 
30, 2024

For the 
Period 

November 
1, 2022 to 
September 
30, 2023

        
 
 

Year Ended October 31,

              2022               2021               2020               2019
Operating Performance:
Net asset value, beginning of year . . . . . . . . . . . $ 18.36 $ 20.15 $ 33.08 $ 28.83 $ 25.92 $ 24.22 
Net investment income . . . . . . . . . . . . . . . . . .  0.56  0.38  0.18  0.24  0.42  0.44 
Net realized and unrealized gain/(loss) on 
investments  . . . . . . . . . . . . . . . . . . . . . . . . .  1.83  (0.64)  (8.48)  7.60  4.65  4.05 

Total from investment operations . . . . . . . . . . .  2.39  (0.26)  (8.30)  7.84  5.07  4.49 
Distributions to Preferred Shareholders: (a) 0.27 0.25 0.28 0.3 – –
Net investment income . . . . . . . . . . . . . . . . . .  (0.12)  (0.10)  (0.03)  (0.04)  (0.03)  (0.05)
Net realized gain . . . . . . . . . . . . . . . . . . . . . . .  (0.15)  (0.15)  (0.25)  (0.26)  (0.27)  (0.26)
      –  –  –  –  –  – 

Total distributions to preferred shareholders . . . .  (0.27)  (0.25)  (0.28)  (0.30)  (0.30)  (0.31)
Net Increase/(Decrease) in Net Assets Attributable 
to Common Shareholders Resulting from 
Operations . . . . . . . . . . . . . . . . . . . . . . . .  2.12  (0.51)  (8.58)  7.54  4.77  4.18 

Distributions to Common Shareholders:
Net investment income . . . . . . . . . . . . . . . . . .  (0.55)  (0.46)  (0.40)  (0.39)  (0.22)  (0.45)
Net realized gain . . . . . . . . . . . . . . . . . . . . . . .  (0.72)  (0.67)  (3.68)  (2.82)  (1.62)  (1.95)
Return of capital . . . . . . . . . . . . . . . . . . . . . . .  (0.01)  (0.15)  (0.05)  —  —  — 
    —  —  —  —  —  — 

Total distributions to common shareholders . . . .  (1.28)  (1.28)  (4.13)  (3.21)  (1.84)  (2.40)
Fund Share Transactions:
Increase in net asset value from common share 
transactions . . . . . . . . . . . . . . . . . . . . . . . . .  —  —  —  —  0.02  0.04 

Decrease in net asset value from common shares 
issued upon reinvestment of distributions . . . .  (0.03)  (0.03)  (0.24)  (0.08)  (0.04)  (0.12)

Increase in net asset value from repurchase of 
common shares  . . . . . . . . . . . . . . . . . . . . . .  0.02  0.03  0.02  —  —  — 

Increase in net asset value from repurchase of 
preferred shares . . . . . . . . . . . . . . . . . . . . . .  0.01  0.00(b)  —  —  —  — 

          –  –  –  –  –  – 

Total Fund share transactions . . . . . . . . . . . . . .  (0.00)(b)  0.00(b)  (0.22)  (0.08)  (0.02)  (0.08)
Net Asset Value Attributable to Common 
Shareholders, End of Period . . . . . . . . . . . . $ 19.20 $ 18.36 $ 20.15 $ 33.08 $ 28.83 $ 25.92 

NAV total return † . . . . . . . . . . . . . . . . . . . . . . 12.05% (2.79)% (29.46)% 27.11% 19.55% 18.41%
Market value, end of period . . . . . . . . . . . . . . . $ 16.77 $ 15.77 $ 17.75 $ 30.07 $ 24.63 $ 23.94 
Investment total return †† . . . . . . . . . . . . . . . . 15.11% (4.22)% (30.38)% 35.57% 11.08% 31.92%

Ratios to Average Net Assets and Supplemental 
Data:
Net assets including liquidation value of preferred 
shares, end of period (in 000’s) . . . . . . . . . . . . $ 141,336 $ 136,895 $ 147,635 $ 212,538 $ 183,528 $ 166,161 

Net assets attributable to common shares, end of 
period (in 000’s) . . . . . . . . . . . . . . . . . . . . . . $ 111,904 $ 106,985 $ 117,635 $ 182,538 $ 153,528 $ 136,161 

Ratio of net investment income to average net 
assets attributable to common shares before 
preferred share distributions  . . . . . . . . . . . . . 3.08% 2.11%(c) 0.59% 0.71% 1.56% 1.77%

Ratio of operating expenses to average net assets 
attributable to common shares (d)(e) . . . . . . . . 1.41% 1.59%(c) 1.15% 1.11% 1.24% 1.33%

Portfolio turnover rate . . . . . . . . . . . . . . . . . . . 88% 44%(f) 52% 33% 58% 42%
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Bancroft Fund Ltd.
Financial Highlights (Continued)

Selected data for a common share of beneficial interest outstanding throughout each period:

Year Ended 
September 
30, 2024

For the 
Period 

November 
1, 2022 to 
September 
30, 2023

        
 
 

Year Ended October 31,

              2022               2021               2020               2019
Cumulative Preferred Shares:
5.375% Series A Preferred
Liquidation value, end of period (in 000’s) . . . . . $ 29,432 $ 29,910 $ 30,000 $ 30,000 $ 30,000 $ 30,000 
Total shares outstanding (in 000’s) . . . . . . . . . .  1,177  1,196  1,200  1,200  1,200  1,200 
Liquidation preference per share . . . . . . . . . . . . $ 25.00 $ 25.00 $ 25.00 $ 25.00 $ 25.00 $ 25.00 
Average market value (g) . . . . . . . . . . . . . . . . . $ 22.85 $ 23.57 $ 24.68 $ 25.72 $ 25.65 $ 25.36 
Asset coverage per share  . . . . . . . . . . . . . . . . $ 120.05 $ 114.42 $ 123.03 $ 177.12 $ 152.94 $ 138.47 
Asset Coverage  . . . . . . . . . . . . . . . . . . . . . 480% 458% 492% 708% 612% 554%

   

† Based on net asset value per share, adjusted for reinvestment of distributions at prices determined under the Fund’s dividend reinvestment plan. Total 
return for a period of less than one year is not annualized.

†† Based on market value per share, adjusted for reinvestment of distributions at prices determined under the Fund’s dividend reinvestment plan. Total return 
for a period of less than one year is not annualized.

(a) Calculated based on average common shares outstanding on the record dates throughout the periods.
(b) Amount represents less than $0.005 per share.
(c) Annualized. 
(d) The Fund received credits from a designated broker who agreed to pay certain Fund operating expenses. For all periods presented, there was no impact on 

the expense ratios.
(e) Ratios of operating expenses to average net assets including liquidation value of preferred shares for the fiscal year ended September 30, 2024, the period 

November 1, 2022 to September 30, 2023, and the fiscal years ended October 31, 2022, 2021, 2020, and 2019 were 1.10%, 1.26%, 0.95%, 0.95%, 
1.02%, and 1.07%, respectively.

(f) Not annualized.
(g) Based on weekly prices.
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1. Organization. Bancroft Fund Ltd. was organized in April 1971 as a Delaware statutory trust. The Fund is 
a diversified closed-end management investment company registered under the Investment Company Act of 
1940, as amended (the 1940 Act). The Fund commenced investment operations in April 1971. On February 15, 
2023, the Board approved a change on the Fund's fiscal year end from October 31 to September 30, effective 
as of September 30, 2023.

The Fund’s primary investment objective is to provide income and the potential for capital appreciation, which 
objectives the Fund considers to be relatively equal over the long term due to the nature of the securities in 
which it invests. The Fund invests primarily in convertible and equity securities. 

2. Significant Accounting Policies. As an investment company, the Fund follows the investment company 
accounting and reporting guidance, which is part of U.S. generally accepted accounting principles (GAAP) that 
may require the use of management estimates and assumptions in the preparation of its financial statements. 
Actual results could differ from those estimates. The following is a summary of significant accounting policies 
followed by the Fund in the preparation of its financial statements.

Security Valuation. Portfolio securities listed or traded on a nationally recognized securities exchange or 
traded in the U.S. over-the-counter market for which market quotations are readily available are valued at the 
last quoted sale price or a market’s official closing price as of the close of business on the day the securities are 
being valued. If there were no sales that day, the security is valued at the average of the closing bid and asked 
prices or, if there were no asked prices quoted on that day, then the security is valued at the closing bid price on 
that day. If no bid or asked prices are quoted on such day, the security is valued at the most recently available 
price or, if the Board of Trustees (the Board) so determines, by such other method as the Board shall determine 
in good faith to reflect its fair market value. Portfolio securities traded on more than one national securities 
exchange or market are valued according to the broadest and most representative market, as determined by 
Gabelli Funds, LLC (the Adviser).

Portfolio securities primarily traded on a foreign market are generally valued at the preceding closing values of 
such securities on the relevant market, but may be fair valued pursuant to procedures established by the Board 
if market conditions change significantly after the close of the foreign market, but prior to the close of business 
on the day the securities are being valued. Debt obligations for which market quotations are readily available 
are valued at the average of the latest bid and asked prices. If there were no asked prices quoted on such day, 
the securities are valued using the closing bid price, unless the Board determines such amount does not reflect 
the securities’ fair value, in which case these securities will be fair valued as determined by the Board. Certain 
securities are valued principally using dealer quotations. Futures contracts are valued at the closing settlement 
price of the exchange or board of trade on which the applicable contract is traded. OTC futures and options on 
futures for which market quotations are readily available will be valued by quotations received from a pricing 
service or, if no quotations are available from a pricing service, by quotations obtained from one or more dealers 
in the instrument in question by the Adviser.

Securities and assets for which market quotations are not readily available are fair valued as determined by the 
Board. Fair valuation methodologies and procedures may include, but are not limited to: analysis and review 
of available financial and non-financial information about the company; comparisons with the valuation and 
changes in valuation of similar securities, including a comparison of foreign securities with the equivalent U.S. 
dollar value American Depositary Receipt securities at the close of the U.S. exchange; and evaluation of any 
other information that could be indicative of the value of the security.
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The inputs and valuation techniques used to measure fair value of the Fund’s investments are summarized into 
three levels as described in the hierarchy below:

 ● Level 1 — quoted prices in active markets for identical securities;
 ● Level 2 — other significant observable inputs (including quoted prices for similar securities, interest 

rates, prepayment speeds, credit risk, etc.); and
 ● Level 3 — significant unobservable inputs (including the Board’s determinations as to the fair value of 

investments).

A financial instrument’s level within the fair value hierarchy is based on the lowest level of any input both 
individually and in the aggregate that is significant to the fair value measurement. The inputs or methodology 
used for valuing securities are not necessarily an indication of the risk associated with investing in those 
securities. The summary of the Fund’s investments in securities by inputs used to value the Fund’s investments 
as of September 30, 2024 is as follows:

Valuation Inputs

Level 1 
Quoted Prices

Level 2 Other 
Significant 

Observable Inputs

Level 3 Significant 
Unobservable 

Inputs (a)
Total Market Value 

at 09/30/24
INVESTMENTS IN SECURITIES:
ASSETS (Market Value):
Convertible Corporate Bonds (b)    —  $  121,134,238  $  0  $  121,134,238
Convertible Preferred Stocks (b)    —    —     650,500     650,500
Mandatory Convertible Securities(b)  $  9,822,630    —    —     9,822,630
Common Stocks

Health Care    —    —    0    0
U.S. Government Obligations    —     17,316,031    —     17,316,031
TOTAL INVESTMENTS IN SECURITIES – ASSETS  $  9,822,630  $  138,450,269  $  650,500  $  148,923,399
        

                                      

(a) The inputs for these securities are not readily available and are derived based on the judgment of the Adviser according to procedures 
approved by the Board.

(b) Please refer to the Schedule of Investments for the industry classifications of these portfolio holdings.

Additional Information to Evaluate Qualitative Information.

General. The Fund uses recognized industry pricing services – approved by the Board and unaffiliated with 
the Adviser – to value most of its securities, and uses broker quotes provided by market makers of securities 
not valued by these and other recognized pricing sources. Several different pricing feeds are received to 
value domestic equity securities, international equity securities, preferred equity securities, and fixed income 
securities. The data within these feeds are ultimately sourced from major stock exchanges and trading systems 
where these securities trade. The prices supplied by external sources are checked by obtaining quotations 
or actual transaction prices from market participants. If a price obtained from the pricing source is deemed 
unreliable, prices will be sought from another pricing service or from a broker/dealer that trades that security or 
similar securities.

Fair Valuation. Fair valued securities may be common or preferred equities, warrants, options, rights, or fixed 
income obligations. Where appropriate, Level 3 securities are those for which market quotations are not available, 
such as securities not traded for several days, or for which current bids are not available, or which are restricted 
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as to transfer. When fair valuing a security, factors to consider include recent prices of comparable securities 
that are publicly traded, reliable prices of securities not publicly traded, the use of valuation models, current 
analyst reports, valuing the income or cash flow of the issuer, or cost if the preceding factors do not apply. A 
significant change in the unobservable inputs could result in a lower or higher value in Level 3 securities. The 
circumstances of Level 3 securities are frequently monitored to determine if fair valuation measures continue 
to apply.

The Adviser reports quarterly to the Board the results of the application of fair valuation policies and procedures. 
These may include backtesting the prices realized in subsequent trades of these fair valued securities to fair 
values previously recognized.

Investments in other Investment Companies. The Fund may invest, from time to time, in shares of other 
investment companies (or entities that would be considered investment companies but are excluded from the 
definition pursuant to certain exceptions under the 1940 Act) (the Acquired Funds) in accordance with the 1940 
Act and related rules. Shareholders in the Fund would bear the pro rata portion of the periodic expenses of the 
Acquired Funds in addition to the Fund’s expenses. During the fiscal year ended September 30, 2024, the Fund 
did not incur periodic expenses charged by Acquired Funds.

Foreign Currency Translations. The books and records of the Fund are maintained in U.S. dollars. Foreign 
currencies, investments, and other assets and liabilities are translated into U.S. dollars at current exchange 
rates. Purchases and sales of investment securities, income, and expenses are translated at the exchange rate 
prevailing on the respective dates of such transactions. Unrealized gains and losses that result from changes 
in foreign exchange rates and/or changes in market prices of securities have been included in unrealized 
appreciation/depreciation on investments and foreign currency translations. Net realized foreign currency gains 
and losses resulting from changes in exchange rates include foreign currency gains and losses between trade 
date and settlement date on investment securities transactions, foreign currency transactions, and the difference 
between the amounts of interest and dividends recorded on the books of the Fund and the amounts actually 
received. The portion of foreign currency gains and losses related to fluctuation in exchange rates between the 
initial purchase trade date and subsequent sale trade date is included in realized gain/(loss) on investments.

Foreign Securities. The Fund may directly purchase securities of foreign issuers. Investing in securities of 
foreign issuers involves special risks not typically associated with investing in securities of U.S. issuers. The risks 
include possible revaluation of currencies, the inability to repatriate funds, less complete financial information 
about companies, and possible future adverse political and economic developments. Moreover, securities of 
many foreign issuers and their markets may be less liquid and their prices more volatile than securities of 
comparable U.S. issuers.

Foreign Taxes. The Fund may be subject to foreign taxes on income, gains on investments, or currency 
repatriation, a portion of which may be recoverable. The Fund will accrue such taxes and recoveries as applicable, 
based upon its current interpretation of tax rules and regulations that exist in the markets in which it invests.

Restricted Securities. The Fund may invest up to 20% of its net assets in securities for which the markets are 
restricted. Restricted securities include securities whose disposition is subject to substantial legal or contractual 
restrictions. The sale of restricted securities often requires more time and results in higher brokerage charges or 
dealer discounts and other selling expenses than the sale of securities eligible for trading on national securities 
exchanges or in the over-the-counter markets. Restricted securities may sell at a price lower than similar 
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securities that are not subject to restrictions on resale. Securities freely saleable among qualified institutional 
investors under special rules adopted by the SEC may be treated as liquid if they satisfy liquidity standards 
established by the Board. The continued liquidity of such securities is not as well assured as that of publicly 
traded securities, and accordingly the Board will monitor their liquidity. At September 30, 2024, the Fund did not 
hold any restricted securities.

Securities Transactions and Investment Income. Securities transactions are accounted for on the trade 
date with realized gain/(loss) on investments determined by using the identified cost method. Interest income 
(including amortization of premium and accretion of discount) is recorded on an accrual basis. Premiums and 
discounts on debt securities are amortized using the effective yield to maturity method or amortized to earliest 
call date, if applicable. Dividend income is recorded on the ex-dividend date, except for certain dividends from 
foreign securities that are recorded as soon after the ex-dividend date as the Fund becomes aware of such 
dividends.

Custodian Fee Credits. When cash balances are maintained in the custody account, the Fund receives credits 
which are used to offset custodian fess. The gross expenses paid under the custody arrangement are included 
in custodian fees in the Statement of Operations with the corresponding expense offset, if any, shown as 
“Custodian fee credits.”

Distributions to Shareholders. Distributions to common shareholders are recorded on the ex-dividend date. 
The characterization of distributions to shareholders are based on income and capital gains as determined in 
accordance with federal income tax regulations, which may differ from income and capital gains as determined 
under GAAP. These differences are primarily due to differing treatments of income and gains on various 
investment securities and foreign currency transactions held by the Fund, timing differences, and differing 
characterizations of distributions made by the Fund. Distributions from net investment income for federal income 
tax purposes include net realized gains on foreign currency transactions. These book/tax differences are either 
temporary or permanent in nature. To the extent these differences are permanent, adjustments are made to 
the appropriate capital accounts in the period when the differences arise. Permanent differences were primarily 
due to redesignation of dividends paid and reclassification of convertible bond premiums at disposition. These 
reclassifications have no impact on the NAV of the Fund.

Under the Fund’s current common share distribution policy, the Fund declares and pays quarterly distributions 
from net investment income, capital gains, and paid-in capital. The actual source of the distribution is determined 
after the end of the year. Pursuant to this policy, distributions during the year may be made in excess of required 
distributions. To the extent such distributions are made from current earnings and profits, they are considered 
ordinary income or long term capital gains. Distributions sourced from paid-in capital should not be considered 
as dividend yield or the total return from an investment in the Fund. The Board will continue to monitor the 
Fund’s distribution level, taking into consideration the Fund’s NAV and the financial market environment. The 
Fund’s distribution policy is subject to modification by the Board at any time.

Distributions to 5.375% Series A Cumulative Preferred Shares (Series A Preferred) are recorded on a daily 
basis and are determined as described in Note 6.



Bancroft Fund Ltd.
Notes to Financial Statements  (Continued)

18

The tax character of distributions paid during the fiscal year ended September 30, 2024, the fiscal period ended 
September 30, 2023, and the fiscal year ended October 31, 2022 was as follows:

Year Ended  
September 30, 2024

Eleven Months Ended  
September 30, 2023

Year Ended  
October 31, 2022

Common Preferred Common Preferred Common Preferred
Distributions paid from:
Ordinary income  . . . . . . . . . . . . . . .  $  6,578,449  $  1,427,027  $  3,516,135  $  783,102  $  2,243,112  $  158,374
Net long term capital gains . . . . . . . .    804,632    174,544    3,102,614    691,005    20,595,366    1,454,126
Return of capital . . . . . . . . . . . . . . . .    90,284    –    863,594    –    276,677    –
Total distributions paid . . . . . . . . . . . .  $  7,473,365  $  1,601,571  $  7,482,343  $  1,474,107  $  23,115,155  $  1,612,500

 

Provision for Income Taxes. The Fund intends to continue to qualify as a regulated investment company 
under Subchapter M of the Internal Revenue Code of 1986, as amended (the Code). It is the policy of the Fund 
to comply with the requirements of the Code applicable to regulated investment companies and to distribute 
substantially all of its net investment company taxable income and net capital gains. Therefore, no provision for 
federal income taxes is required.

At September 30, 2024, the components of accumulated earnings/losses on a tax basis were as follows:

Net unrealized depreciation on investments . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $  (8,190,024)
Other temporary differences* . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    (29,458)
   

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $  (8,219,482)

                                      

* Other temporary differences were due to current year distributions payable.

At September 30, 2024, the temporary differences between book basis and tax basis net unrealized depreciation 
on investments were primarily due to outstanding amortization of bond premium, basis adjustments on 
investments in partnerships, and deemed dividends on convertible debt.

The following summarizes the tax cost of investments and the related net unrealized depreciation at September 
30, 2024:

Cost

Gross 
Unrealized 

Appreciation

Gross 
Unrealized 

Depreciation
Net Unrealized 
Depreciation

Investments  . . . . . . . . . . . . . . . . . . . . $157,113,423 $5,547,395 $(13,737,419) $(8,190,024)

The Fund is required to evaluate tax positions taken or expected to be taken in the course of preparing the 
Fund’s tax returns to determine whether the tax positions are “more-likely-than-not” of being sustained by the 
applicable tax authority. Income tax and related interest and penalties would be recognized by the Fund as tax 
expense in the Statement of Operations if the tax positions were deemed not to meet the more-likely-than-not 
threshold. During the fiscal year ended September 30, 2024, the Fund did not incur any income tax, interest, 
or penalties. As of September 30, 2024, the Adviser has reviewed all open tax years and concluded that there 
was no impact to the Fund’s net assets or results of operations. The Fund’s federal and state tax returns for the 



Bancroft Fund Ltd.
Notes to Financial Statements  (Continued)

19

prior three fiscal years remain open, subject to examination. On an ongoing basis, the Adviser will monitor the 
Fund’s tax positions to determine if adjustments to this conclusion are necessary.

3. Investment Advisory Agreement and Other Transactions. The Fund has entered into an investment 
advisory agreement (the Advisory Agreement) with the Adviser which provides that the Fund will pay the Adviser 
a fee, computed weekly and paid monthly, equal on an annual basis to 0.80% of the first $100,000,000 of the 
Fund’s average weekly net assets including the liquidation value of preferred shares and 0.55% of the Fund’s 
average weekly net assets including the liquidation value of preferred shares in excess of $100,000,000. In 
accordance with the Advisory Agreement, the Adviser provides a continuous investment program for the Fund’s 
portfolio and oversees the administration of all aspects of the Fund’s business and affairs.

4. Portfolio Securities. Purchases and sales of securities during the fiscal year ended September 30, 2024, 
other than short term securities and U.S. Government obligations, aggregated $114,989,151 and $128,151,923, 
respectively.

5. Transactions with Affiliates and Other Arrangements. During the fiscal year ended September 30, 2024, 
the Fund received credits from a designated broker who agreed to pay certain Fund operating expenses. The 
amount of such expenses paid through this directed brokerage arrangement during this period was $2,432.

The cost of calculating the Fund’s NAV per share is a Fund expense pursuant to the Advisory Agreement 
between the Fund and the Adviser. Under the sub-administration agreement with Bank of New York Mellon, the 
fees paid include the cost of calculating the Fund’s NAV. The Fund reimburses the Adviser for this service. During 
the fiscal year ended September 30, 2024, the Fund accrued $45,000 in accounting fees in the Statement of 
Operations.

As per the approval of the Board, the Fund compensates officers of the Fund, who are employed by the Fund 
and are not employed by the Adviser (although the officers may receive incentive based variable compensation 
from affiliates of the Adviser). During the fiscal year ended September 30, 2024, the Fund accrued $71,762 in 
payroll expenses in the Statement of Operations.

The Fund pays each Independent Trustee and certain Interested Trustees retainers and per meeting fees, plus 
specified amounts to the Lead Trustee and Audit Committee Chairman. Trustees are also reimbursed for out of 
pocket expenses incurred in attending meetings. Trustees who are directors or employees of the Adviser or an 
affiliated company receive no compensation or expense reimbursement from the Fund.

6. Capital. The Fund is authorized to issue an unlimited number of common shares of beneficial interest (par 
value $0.01). The Board has authorized the repurchase of its common shares on the open market when the 
shares are trading at a discount of 10% or more (or such other percentage as the Board may determine from 
time to time) from the NAV of the shares. During the fiscal year ended September 30, 2024, the fiscal period 
ended September 30, 2023, and the fiscal year ended October 31, 2022, the Fund repurchased and retired 
56,316, 64,063, and 55,950, of its common shares at investments of $871,390, $1,067,712, and $1,125,238, 
respectively, and at average discounts of approximately 15.67%, 15.01%, and 11.82% from its NAV.
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Transactions in common shares of beneficial interest for the fiscal year ended September 30, 2024, the fiscal 
period ended September 30, 2023, and the fiscal year ended October 31, 2022 were as follows:
 

Year Ended 
September 30, 2024

Eleven Months Ended 
September 30, 2023

Year Ended 
October 31, 2022

Shares Amount Shares Amount Shares Amount
Net increase in net assets from 

common shares issued upon 
reinvestment of distributions  . . .    57,210  $  920,505    53,634  $  927,330    376,622  $  9,754,495

Net increase from repurchase of 
common shares . . . . . . . . . . . . .    (56,316)    (871,390)    (64,063)    (1,067,712)    (55,950)    (1,125,238)
Net increase/(decrease)  . . . . . .    894 (49,115)  $  49,115    (10,429)  $  (140,382)    320,672  $  8,629,257
        

 

As of September 30, 2024, the Fund had an effective shelf registration, available through May 27, 2027, which 
authorizes the issuance of $100 million in common or preferred shares.

On August 9, 2016, the Fund issued 1,200,000 shares of 5.375% Series A Cumulative Preferred (Series A 
Preferred). Commencing on August 9, 2021, the Fund, at its option, may redeem its Series A Preferred in whole 
or in part at the redemption price plus an amount equal to the accumulated and unpaid dividends whether 
or not declared on such shares. In addition, the Board has authorized the repurchase of Series A Preferred 
Shares in the open market at prices less than the $25 liquidation value per share. During the fiscal year ended 
September 30, 2024, the Fund repurchased and retired 19,150 Series A Preferred at an investment of $435,078 
and at an average discount of approximately 9.12% to the liquidation preference. During the fiscal period ended 
September 30, 2023, the Fund repurchased and retired 3,587 Series A Preferred at an investment of $81,994 
and at an average discount of approximately 8.61% to the liquidation preference. During the fiscal year ended 
October 31, 2022, the Fund did not repurchase any Series A Preferred. At September 30, 2024, 1,177,263 
Series A Preferred were outstanding and accrued dividends amounted to $29,458.

The Fund’s Declaration of Trust, as amended, authorizes the issuance of an unlimited number of Series A 
Preferred, par value $0.01. The Preferred Shares are senior to the common shares and result in the financial 
leveraging of the common shares. Such leveraging tends to magnify both the risks and opportunities to common 
shareholders. Dividends on the Series A Preferred are cumulative. The Fund is required by the 1940 Act and by 
the Fund’s Statement of Preferences to meet certain asset coverage tests with respect to the Preferred Shares. 
If the Fund fails to meet these requirements and does not correct such failure, the Fund may be required to 
redeem, in part or in full, the Preferred Shares at the redemption price of $25 per share plus an amount equal 
to the accumulated and unpaid dividends whether or not declared on such shares in order to meet these 
requirements. Additionally, failure to meet the foregoing asset coverage requirements could restrict the Fund’s 
ability to pay dividends to common shareholders and could lead to sales of portfolio securities at inopportune 
times. The income received on the Fund’s assets may vary in a manner unrelated to the fixed rates, which 
could have either a beneficial or detrimental impact on net investment income and gains available to common 
shareholders.

The holders of preferred shares generally are entitled to one vote per share held on each matter submitted to 
a vote of shareholders of the Fund and will vote together with holders of common shares as a single class. The 
holders of Series A Preferred voting together as a single class also have the right currently to elect two Trustees 
and, under certain circumstances, are entitled to elect a majority of the Board of Trustees. In addition, the 
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affirmative vote of a majority of the votes entitled to be cast by holders of all outstanding shares of the preferred 
shares, voting as a single class, will be required to approve any plan of reorganization adversely affecting the 
preferred stock, and the approval of two-thirds of each class, voting separately, of the Fund’s outstanding voting 
stock must approve the conversion of the Fund from a closed-end to an open-end investment company. The 
approval of a majority (as defined in the 1940 Act) of the outstanding preferred shares and a majority (as defined 
in the 1940 Act) of the Fund’s outstanding voting securities are required to approve certain other actions, 
including changes in the Fund’s investment objectives or fundamental investment policies.

7. Convertible Securities Concentration. It is the Fund’s policy to invest at least 65% of its assets in 
convertible securities. Although convertible securities do derive part of their value from that of the securities 
into which they are convertible, they are not considered derivative financial instruments. However, the Fund’s 
mandatory convertible securities include features which render them more sensitive to price changes of their 
underlying securities. Thus they expose the Fund to greater downside risk than traditional convertible securities, 
but generally less than that of the underlying common stock.

8. Indemnifications. The Fund enters into contracts that contain a variety of indemnifications. The Fund’s 
maximum exposure under these arrangements is unknown. However, the Fund has not had prior claims or 
losses pursuant to these contracts. Management has reviewed the Fund’s existing contracts and expects the 
risk of loss to be remote.

9. Subsequent Events. Management has evaluated the impact on the Fund of all subsequent events occurring 
through the date the financial statements were issued and has determined that there were no other subsequent 
events requiring recognition or disclosure in the financial statements. 
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To the Board of Trustees and Shareholders of Bancroft Fund Ltd.

Opinion on the Financial Statements

We have audited the accompanying statement of assets and liabilities of Bancroft Fund Ltd. (the “Fund”), including the 
schedule of investments, as of September 30, 2024, the related statement of operations for the year then ended, the 
statement of changes in net assets, and the financial highlights for each of the periods indicated in the table below, and the 
related notes (collectively referred to as the “financial statements”). In our opinion, the financial statements present fairly, in 
all material respects, the financial position of the Fund as of September 30, 2024, the results of its operations for the year 
then ended, the changes in its net assets and the financial highlights for each of the periods indicated in the table below, in 
conformity with accounting principles generally accepted in the United States of America.

Statement of 
changes in net assets Financial highlights

For the year ended September 30, 
2024, for the Period November 1, 2022 
through September 30, 2023, and for 
the year ended October 31, 2022

For the year ended September 30, 
2024, for the Period November 1, 2022 
through September 30, 2023, and for 
the year ended October 31, 2022

The financial highlights for each of the three years in the period ended October 31, 2021 have been audited by other 
auditors, whose report dated December 22, 2021 expressed unqualified opinion on such financial highlights.

Basis for Opinion 

These financial statements are the responsibility of the Fund’s management. Our responsibility is to express an opinion on 
the Fund’s financial statements based on our audit. We are a public accounting firm registered with the Public Company 
Accounting Oversight Board (United States) (“PCAOB”) and are required to be independent with respect to the Fund in 
accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange 
Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement, whether 
due to error or fraud. The Fund is not required to have, nor were we engaged to perform, an audit of the Fund’s internal 
control over financial reporting. As part of our audits we are required to obtain an understanding of internal control over 
financial reporting, but not for the purpose of expressing an opinion on the effectiveness of the Fund’s internal control over 
financial reporting. Accordingly, we express no such opinion.

Our audits included performing procedures to assess the risks of material misstatement of the financial statements, whether 
due to error or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test 
basis, evidence regarding the amounts and disclosures in the financial statements. Our audits also included evaluating the 
accounting principles used and significant estimates made by management, as well as evaluating the overall presentation 
of the financial statements. Our procedures included confirmation of securities owned as of September 30, 2024 by 
correspondence with the custodian and brokers, when replies were not received from brokers, we performed other auditing 
procedures. We believe that our audits provide a reasonable basis for our opinion.

            TAIT, WELLER & BAKER LLP
Philadelphia, PA
November 26, 2024

We have served as the auditor of one or more investment companies in the Gabelli Fund Complex since 2022.
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Delaware Statutory Trust Act – Control Share Acquisitions

The Fund is organized as a Delaware statutory trust and thus is subject to the control share acquisition statute 
contained in Subchapter III of the Delaware Statutory Trust Act (the “DSTA Control Share Statute”). The DSTA 
Control Share Statute applies to any closed-end investment company organized as a Delaware statutory trust 
and listed on a national securities exchange, such as the Fund. The DSTA Control Share Statute became 
automatically applicable to the Fund on August 1, 2022.

The DSTA Control Share Statute defines “control beneficial interests” (referred to as “control shares” herein) 
by reference to a series of voting power thresholds and provides that a holder of control shares acquired in a 
control share acquisition has no voting rights under the Delaware Statutory Trust Act (“DSTA”) or the Fund’s 
Governing Documents with respect to the control shares acquired in the control share acquisition, except to 
the extent approved by the Fund’s shareholders by the affirmative vote of two–thirds of all the votes entitled to 
be cast on the matter, excluding all interested shares (generally, shares held by the acquiring person and their 
associates and shares held by Fund insiders).

The DSTA Control Share Statute provides for a series of voting power thresholds above which shares are 
considered control shares.  Whether one of these thresholds of voting power is met is determined by aggregating 
the holdings of the acquiring person as well as those of his, her or its “associates.” These thresholds are:

 ● 10% or more, but less than 15% of all voting power;
 ● 15% or more, but less than 20% of all voting power;
 ● 20% or more, but less than 25% of all voting power;
 ● 25% or more, but less than 30% of all voting power;
 ● 30% or more, but less than a majority of all voting power; or
 ● a majority or more of all voting power.

Under the DSTA Control Share Statute, once a threshold is reached, an acquirer has no voting rights with 
respect to shares in excess of that threshold (i.e., the “control shares”) until approved by a vote of shareholders, 
as described above, or otherwise exempted by the Fund’s Board of Trustees. The DSTA Control Share Statute 
contains a statutory process for an acquiring person to request a shareholder meeting for the purpose of 
considering the voting rights to be accorded control shares.  An acquiring person must repeat this process at 
each threshold level.

Under the DSTA Control Share Statute, an acquiring person’s “associates” are broadly defined to include, 
among others, relatives of the acquiring person, anyone in a control relationship with the acquiring person, any 
investment fund or other collective investment vehicle that has the same investment adviser as the acquiring 
person, any investment adviser of an acquiring person that is an investment fund or other collective investment 
vehicle and any other person acting or intending to act jointly or in concert with the acquiring person.

Voting power under the DSTA Control Share Statute is the power (whether such power is direct or indirect or 
through any contract, arrangement, understanding, relationship or otherwise) to directly or indirectly exercise 
or direct the exercise of the voting power of shares of the Fund in the election of the Fund’s Trustees (either 
generally or with respect to any subset, series or class of trustees, including any Trustees elected solely by a 
particular series or class of shares, such as the preferred shares). Thus, Fund preferred shares, including the 
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Series B Preferred Shares, acquired in excess of the above thresholds would be considered control shares with 
respect to the preferred share class vote for two Trustees.

Any control shares of the Fund acquired before August 1, 2022, are not subject to the DSTA Control Share 
Statute; however, any further acquisitions on or after August 1, 2022, are considered control shares subject to 
the DSTA Control Share Statute.

The DSTA Control Share Statute requires shareholders to disclose to the Fund any control share acquisition 
within 10 days of such acquisition, and also permits the Fund to require a shareholder or an associate of such 
person to disclose the number of shares owned or with respect to which such person or an associate thereof 
can directly or indirectly exercise voting power. Further, the DSTA Control Share Statute requires a shareholder 
or an associate of such person to provide to the Fund within 10 days of receiving a request therefor from 
the Fund any information that the Fund’s Trustees reasonably believe is necessary or desirable to determine 
whether a control share acquisition has occurred.

The DSTA Control Share Statute permits the Fund’s Board of Trustees, through a provision in the Fund’s 
Governing Documents or by Board action alone, to eliminate the application of the DSTA Control Share Statute 
to the acquisition of control shares in the Fund specifically, generally, or generally by types, as to specifically 
identified or unidentified existing or future beneficial owners or their affiliates or associates or as to any series 
or classes of shares. The DSTA Control Share Statute does not provide that the Fund can generally “opt out” of 
the application of the DSTA Control Share Statute; rather, specific acquisitions or classes of acquisitions may 
be exempted by the Fund’s Board of Trustees, either in advance or retroactively, but other aspects of the DSTA 
Control Share Statute, which are summarized above, would continue to apply. The DSTA Control Share Statute 
further provides that the Board of Trustees is under no obligation to grant any such exemptions.

The Board of Trustees of the Fund has adopted resolutions exempting from the application of the DSTA Control 
Share Statute all acquisitions of preferred shares of beneficial interest of the Fund directly from the Fund or the 
Fund’s distributor, underwriter, placement agent or selling agent, as applicable.

The foregoing is only a summary of the material terms of the DSTA Control Share Statute.  Shareholders should 
consult their own counsel with respect to the application of the DSTA Control Share Statute to any particular 
circumstance. Some uncertainty around the general application of state control share statutes under the 1940 
Act exists as a result of recent federal and state court decisions that have found that certain control share bylaws 
and the opting into state control share statutes violated the 1940 Act. The Board of Trustees has considered the 
DSTA Control Share Statute and the uncertainty around the general application of state control share statutes 
under the 1940 Act and enforcement of state control share statutes. The Board of Trustees intends to continue 
to monitor developments relating to the DSTA Control Share Statute and state control share statutes generally. 
Additionally, in some circumstances uncertainty may also exist in how to enforce the control share restrictions 
contained in state control share statutes against beneficial owners who hole their shares through financial 
intermediaries.
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SUMMARY OF FUND EXPENSES

The following table shows the Fund’s expenses as a percentage of net assets attributable to common shares. All 
expenses of the Fund are borne, directly or indirectly, by the common shareholders. The table is based on the 
capital structure of the Fund as of September 30, 2024. The purpose of the table and example below is to help 
you understand all fees and expenses that you, as a holder of common shares, would bear directly or indirectly.

 

Shareholder Transaction Expenses
Sales Load (as a percentage of offering price) -% (a)
Offering Expenses Borne by the Fund (as a percentage 

of offering price)  -% (a)
Dividend Reinvestment and Voluntary Cash Purchase 

Plan Fees  
Purchase Transactions  $ 1.25 (b)

 

Annual Expenses
Percentages of Net Assets  

Attributable to Common Shares
Management Fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.92% (c)
Interest Expense  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . -%
Other Expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.45% (d)

Total Annual Expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.37%

Dividends on Preferred Shares . . . . . . . . . . . . . . . . . . . . . . 1.41% (e)

Total Annual Expenses and Dividends on Preferred . . . . . 2.78%
 

(a) If common shares are sold to or through underwriters or dealer managers, a prospectus or prospectus 
supplement will set forth any applicable sales load and the estimated offering expenses borne by the Fund.

(b) Shareholders participating in the Fund’s automatic dividend reinvestment plan do not incur any additional 
fees. Shareholders participating in the voluntary cash purchase plan would pay $1.25 plus their pro 
rata share of brokerage commissions per transaction to purchase shares and just their pro rata share 
of brokerage commissions per transaction to sell shares. See “Automatic Dividend Reinvestment and 
Voluntary Cash Purchase Plan."

(c) The Investment Adviser’s fee is a monthly fee computed at an annual rate of 0.80% of the first $100,000,000 
of average weekly net assets and 0.55% of average weekly net assets in excess of $100,000,000 including 
proceeds attributable to any outstanding preferred shares, with no deduction for the liquidation preference 
of any preferred shares. Consequently, if the Fund has preferred shares or notes outstanding, all else being 
equal, the investment management fees and other expenses as a percentage of net assets attributable to 
common shares will be higher than if the Fund does not utilize a leveraged capital structure.

(d) “Other Expenses” are estimated based on the Fund’s fiscal year ended September 30, 2024.
(e) Dividends on Preferred Shares represent the estimated annual distributions on the existing preferred 

shares outstanding.
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For a more complete description of the various costs and expenses a common shareholder would bear in 
connection with the issuance and ongoing maintenance of any preferred shares or notes issued by the Fund, 
see “Risk Factors and Special Considerations—Special Risks to Holders of Common Shares—Leverage Risk.” 

Example:

The following example illustrates the expenses you would pay on a $1,000 investment in common shares, 
assuming a 5% annual portfolio total return.* The actual amounts in connection with any offering will be set forth 
in the Prospectus Supplement if applicable.

1 Year 3 Year 5 Year 10 Year
Total Expenses Incurred . . . . . . . . . . . . . . . . . $28 $86 $147 $311

 

* The example should not be considered a representation of future expenses. The example is based on total 
“Annual Expenses and Dividends on Preferred Shares” shown in the table above and assumes that the amounts 
set forth in the table do not change and that all distributions are reinvested at net asset value. Actual expenses 
may be greater or less than those assumed. Moreover, the Fund’s actual rate of return may be greater or less 
than the hypothetical 5% return shown in the example.

The example includes Dividends on Preferred Shares. If Dividends on Preferred Shares were not included in the 
example calculation, the expenses for the 1-, 3-, 5- and 10-year periods in the table above would be as follows 
(based on the same assumptions as above): $14, $43, $75, and $164.

 

Market and Net Asset Value Information

The Fund’s common shares are listed on the NYSE American under the trading or “ticker” symbol “BCV.” The 
Fund’s Series A Preferred are listed on the NYSE American under the ticker symbol “BCV Pr A.” The Fund’s 
common shares have historically traded at a discount to the Fund’s net asset value. The Fund’s common shares 
have traded at a premium to net asset value as high as 5.41% and a discount as low as (31.93)%. Any additional 
series of fixed rate preferred shares or subscription rights issued in the future pursuant to a prospectus or 
prospectus supplement by the Fund would also likely be listed on the NYSE American.

The following table sets forth for the quarters indicated, the high and low sale prices on the NYSE American 
per share of our common shares and the net asset value and the premium or discount from net asset value per 
share at which the common shares were trading, expressed as a percentage of net asset value, at each of the 
high and low sale prices provided.
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Common Share 
Market Price

Corresponding 
Net Asset 

Value 
(“NAV”) Per 

Share

Corresponding 
Premium or  

Discount as a % 
of NAV

Quarter Ended High Low High Low High Low
December 31, 2022  . . . . . . . . . . . . . . . . . . . . . . . . . . $17.98 $16.18 $20.52 $18.98 (12.38)% (14.75)%
March 31, 2023 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $19.11 $16.38 $21.18 $19.33 (9.77)% (15.26)%
June 30, 2023 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $17.15 $16.07 $20.27 $18.81 (15.39)% (14.57)%
September 30, 2023 . . . . . . . . . . . . . . . . . . . . . . . . . . $18.01 $15.71 $20.29 $18.37 (11.24)% (14.48)%
December 31, 2023  . . . . . . . . . . . . . . . . . . . . . . . . . . $16.35 $14.17 $18.90 $16.92 (13.49)% (16.25)%
March 31, 2024 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $15.99 $15.11 $18.61 $18.15 (14.08% (16.75)%
June 30, 2024 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $15.98 $14.67 $18.46 $17.47 (13.43)% (16.03)%
September 30, 2024 . . . . . . . . . . . . . . . . . . . . . . . . . . $16.77 $15.63 $19.20 $18.01 (12.66)% (13.21)%

The last reported price for our common shares on September 30, 2024, was $16.77 per share. As of September 
30, 2024, the net asset value per share of the Fund’s common shares was $19.20. Accordingly, the Fund’s 
common shares traded at a discount to net asset value of (12.66)% on September 30, 2024.

Outstanding Securities

The following information regarding the Fund’s authorized shares is as of September 30, 2024.

 

 
Title of Class

 
Authorized Shares

Amount Held by Fund 
or for its Account

Amount Outstanding 
Exclusive 

of Amount Held by Fund
Common Shares Unlimited — 5,828,923
Series A Cumulative Preferred 
Shares 1,200,000 — 1,177,263

 

Unresolved SEC Staff Comments

The Fund does not believe that there are any material unresolved written comments, received 180 days or more 
before September 30, 2024, from the Staff of the SEC regarding any of the Fund’s periodic or current reports 
under the Securities Exchange Act of 1934 or the Investment Company Act of 1940, or its registration statement.
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Year Ended October 31,
2018 2017 2016 2015 2014

Operating Performance:
Net asset value, beginning of year. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $24.24 $22.02 $23.19 $23.59 $22.13
Net investment income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.25 0.51 0.44 0.17 0.19
Net realized and unrealized gain on investments . . . . . . . . . . . . . . . . . . . . 1.11 3.33 0.50 0.23 1.74
Total from investment operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.36 3.84 0.94 0.40 1.93

Distributions to Preferred Shareholders: (a)
Net investment income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.19) (0.07) (0.03) — —
Net realized gain . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.12) (0.24) (0.04) — —
Total distributions to preferred shareholders . . . . . . . . . . . . . . . . . . . . . . . (0.31) (0.31) (0.07) — —

Net Increase in Net Assets Attributable to Common Shareholders Resulting
from Operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.05 3.53 0.87 0.40 1.93

Distributions to Common Shareholders:
Net investment income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.71) (0.29) (0.85) (0.39) (0.56)
Net realized gain . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.45) (0.98) (0.92) (0.51) —
Total distributions to common shareholders . . . . . . . . . . . . . . . . . . . . . . . (1.16) (1.27) (1.77) (0.90) (0.56)

Fund Share Transactions:
Increase in net asset value from repurchase of common shares . . . . . . . . . 0.11 — 0.04 0.10 0.11
Decrease in net asset value from common shares issued upon

reinvestment of distributions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.02) (0.03) (0.10) (0.00)(b) (0.02)
Offering costs for preferred shares charged to paid-in capital . . . . . . . . . . . (0.00) (0.01) (0.21) — —
Total Fund share transactions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.09 (0.04) (0.27) 0.10 0.09
Net Asset Value Attributable to Common Shareholders, End of Year . . . . $24.22 $24.24 $22.02 $23.19 $23.59
NAV total return†. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.58% 16.29% 2.85% 2.71% 9.71%
Market value, end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $20.41 $21.90 $20.81 $19.50 $20.09
Investment total return††. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1.77)% 11.75% 17.23% 1.42% 12.25%

Selected data for a common share of beneficial interest outstanding throughout each year:
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Year Ended October 31,
2018 2017 2016 2015 2014

Ratios to Average Net Assets and Supplemental Data:
Net assets including liquidation value of preferred shares,

end of year (in 000’s) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $153,926 $157,254 $144,040 — —
Net assets attributable to common shares, end of year (in 000’s) . . . . . . . . $123,926 $127,254 $114,040 $118,435 $123,667
Ratio of net investment income to average net assets attributable to

common shares before preferred distributions . . . . . . . . . . . . . . . . . . . 1.17% 2.09% 1.98% 0.80% 1.00%
Ratio of operating expenses to average net assets attributable to common

shares. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.22%(c)(d) 1.28%(c)(d) 1.15%(c)(d) 1.10% 1.10%
Portfolio turnover rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 43.0% 33.0% 50.0% 48.0% 43.0%

Cumulative Preferred Shares:
5.375% Series A Preferred . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Liquidation value, end of year (in 000’s) . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 30,000 $ 30,000 $ 30,000 — —
Total shares outstanding (in 000’s). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,200 1,200 1,200 — —
Liquidation preference per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 25.00 $ 25.00 $ 25.00 — —
Average market value (e) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 25.24 $ 25.11 $ 25.49 — —
Asset coverage per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 128.27 $ 131.04 $ 120.03 — —
Asset Coverage . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 513% 524% 480% — —

† Based on net asset value per share, adjusted for reinvestment of distributions at prices determined under the Fund’s dividend reinvestment plan. Prior
to November 1, 2015, reinvestments of distributions were at market prices on the payable date.

†† Based on market value per share, adjusted for reinvestment of distributions at prices determined under the Fund’s dividend reinvestment plan.
(a) Calculated based on average common shares outstanding on the record dates throughout the years.
(b) Amount represents less than $0.005 per share.
(c) Ratios of operating expenses to average net assets including liquidation value of preferred shares for the years ended October 31, 2018, 2017, and 2016

were 0.99%, 1.03%, and 1.08%, respectively.
(d) The Fund received credits from a designated broker who agreed to pay certain Fund operating expenses. For the years ended October 31, 2018, 2017,

and 2016, there was no impact on the expense ratios.
(e) Based on weekly prices.

Selected data for a common share of beneficial interest outstanding throughout each year:

CHANGES OCCURRING DURING THE PRIOR FISCAL PERIOD

The following information is a summary of certain changes during the most recent fiscal year ended September 
30, 2024. This information may not reflect all of the changes that have occurred since you purchased shares of 
the Fund.

During the Fund’s most recent fiscal year, there were no material changes to the Fund’s investment objective 
or policies that have not been approved by shareholders or in the principal risk factors associated with an 
investment in the Fund.

INVESTMENT OBJECTIVES AND POLICIES

Investment Objectives

The investment objective of the Fund is to provide income and the potential for capital appreciation by investing 
primarily in convertible securities. Under normal market conditions, the Fund invests at least 65% of its assets 
(consisting of net assets plus the amount of any borrowing for investment purposes) in convertible securities. 
There can be no assurance that the Fund will achieve its investment objectives.
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Investment Policies

The Fund expects that a substantial majority of its assets will consist of convertible securities. The Fund 
has adopted a non-fundamental investment policy providing that the Fund will invest, under normal market 
conditions, at least 65% of the value of its assets (consisting of net assets plus the amount of any borrowings 
for investment purposes) in convertible securities.

Convertible securities include debt securities and preferred stocks which are convertible into, or carry the right to 
purchase, common stock or other equity securities. The debt security or preferred stock may itself be convertible 
into or exchangeable for equity securities, or the conversion privilege may be evidenced by warrants attached 
to the security or acquired as part of a unit with the security. A convertible security may also be structured so 
that it is convertible at the option of the holder or the issuer, or subject to mandatory conversion. The Fund may 
invest in convertible securities rated in the lower rating categories of the established rating services (“Ba” or 
lower by Moody’s or “BB” or lower by S&P) or unrated debt instruments which are in the judgment of the Fund’s 
Investment Adviser of equivalent quality. Debt securities rated below investment grade commonly are referred 
to as “junk bonds.” The average duration of the Fund’s investments in debt securities is expected to vary and the 
Fund does not target any particular average duration.

Under normal market conditions, the remaining 35% or less of the Fund’s assets may be invested in other 
securities, including common stocks, non-convertible preferred stocks and investment grade debt securities, 
common stock received upon conversion or exchange of securities, options, warrants, securities of the U.S. 
government, its agencies and instrumentalities, foreign securities, American Depositary Receipts or repurchase 
agreements, or they may be held as cash or cash equivalents. The Fund does not intend to participate in derivative 
transactions other than options transactions as described herein. See “—Other Investment Practices—Options.” 
The Fund is not required to sell securities for the purpose of assuring that 65% of its assets are invested in 
convertible securities.

No assurances can be given that the Fund’s objective will be achieved. Neither the Fund’s investment objective 
nor, except as expressly listed under “Investment Restrictions,” any of its policies are fundamental, and each 
may be modified by the Board without shareholder approval. The percentage and ratings limitations stated 
herein apply only at the time of investment and are not considered violated as a result of subsequent changes 
to the value, or downgrades to the ratings, of the Fund’s portfolio investments.

Principal Investment Practices and Policies

Convertible Securities. The Fund will invest primarily in convertible securities, including bonds, debentures, 
corporate notes, preferred stock or other securities which may be exchanged or converted into a predetermined 
number of the issuer’s underlying common stock during a specified time period. Prior to their conversion, 
convertible securities have the same overall characteristics as non-convertible debt securities insofar as they 
generally provide a stable stream of income with generally higher yields than those of equity securities of the 
same or similar issuers. Convertible securities rank senior to common stock in an issuer’s capital structure. They 
are of a higher credit quality and entail less risk than an issuer’s common stock, although the extent to which 
such risk is reduced depends in large measure upon the degree to which the convertible security sells above 
its value as a fixed income security.
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The Fund is also permitted to invest in certain other securities with innovative structures in the convertible 
securities market. These include “mandatory conversion” securities, which consist of debt securities or preferred 
stocks that convert automatically into common stock of the same or a different issuer at a specified date and 
conversion ratio.

The market value of a convertible security may be viewed as comprised of two components: its “investment 
value,” which is its value based on its yield without regard to its conversion feature; and its “conversion value,” 
which is its value attributable to the underlying common stock obtainable on conversion. The investment value 
of a convertible security is influenced by changes in interest rates and the yield of similar non-convertible 
securities, with investment value declining as interest rates increase and increasing as interest rates decrease. 
The conversion value of a convertible security is influenced by changes in the market price of the underlying 
common stock. If, because of a low price of the underlying common stock, the conversion value is low relative 
to the investment value, the price of the convertible security is governed principally by its investment value. To 
the extent the market price of the underlying common stock approaches or exceeds the conversion price, the 
convertible security will be increasingly influenced by its conversion value and the convertible security may sell 
at a premium over its conversion value to the extent investors place value on the right to acquire the underlying 
common stock while holding a fixed income security.

Accordingly, convertible securities have unique investment characteristics because (i) they have relatively high 
yields as compared to common stocks, (ii) they have defensive characteristics since they provide a fixed return 
even if the market price of the underlying common stock declines, and (iii) they provide the potential for capital 
appreciation if the market price of the underlying common stock increases.

A convertible security may be subject to redemption at the option of the issuer at a price established in the 
charter provision or indenture pursuant to which the convertible security is issued. If a convertible security held 
by the Fund is called for redemption, the Fund will be required to surrender the security for redemption, convert 
it into the underlying common stock or sell it to a third party. Before the Fund purchases a convertible security it 
will review carefully the redemption provisions of the security.

There may be additional types of convertible securities with features not specifically referred to herein in which 
the Fund may invest consistent with its investment objectives and policies. For a discussion of risk factors of 
convertible securities, see “Risk Factors and Special Considerations—Convertible Securities Risk.”

Synthetic Convertible Securities. The Fund may also invest in “synthetic” convertible securities, which, for 
purposes of its investment policies, the Fund considers to be convertible securities. A “synthetic” convertible 
security may be created by the Fund or by a third party by combining separate securities that possess the two 
principal characteristics of a traditional convertible security: an income producing component and a convertible 
component. Synthetic convertible securities differ from convertible securities whose conversion privilege 
may be evidenced by warrants attached to the security or acquired as part of a unit with the security. The 
income-producing component is achieved by investing in non-convertible, income-producing securities such as 
bonds, preferred stocks and money market instruments. The convertible component is achieved by investing 
in securities or instruments such as warrants or options to buy common stock at a certain exercise price, or 
options on a stock index. Unlike a traditional convertible security, which is a single security having a single 
market value, a synthetic convertible comprises two or more separate securities, each with its own market value. 
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Because the “market value” of a synthetic convertible security is the sum of the values of its income-producing 
component and its convertible component, the value of a synthetic convertible security may respond differently 
to market fluctuations than a traditional convertible security. The Fund also may purchase synthetic convertible 
securities created by other parties, including convertible structured notes. Convertible structured notes are 
income-producing debentures linked to equity. Convertible structured notes have the attributes of a convertible 
security; however, the issuer of the convertible note (typically an investment bank), rather than the issuer of the 
underlying common stock into which the note is convertible, assumes credit risk associated with the underlying 
investment and the Fund in turn assumes credit risk associated with the issuer of the convertible note.

Equity Securities. The Fund invests in equity securities (such as common stock and preferred stock).

Common stocks represent the residual ownership interest in the issuer and holders of common stock are entitled 
to the income and increase in the value of the assets and business of the issuer after all of its debt obligations 
and obligations to preferred shareholders are satisfied. Common stocks generally have voting rights. Common 
stocks fluctuate in price in response to many factors including historical and prospective earnings of the issuer, 
the value of its assets, general economic conditions, interest rates, investor perceptions and market liquidity.

Equity securities also include preferred stock (whether or not convertible into common stock) and debt securities 
convertible into or exchangeable for common or preferred stock. Preferred stock has a preference over common 
stock in liquidation (and generally dividends as well) but is subordinated to the liabilities of the issuer in all 
respects. As a general rule the market value of preferred stock with a fixed dividend rate and no conversion 
element varies inversely with interest rates and perceived credit risk, while the market price of convertible 
preferred stock generally also reflects some element of conversion value. Because preferred stock is junior 
to debt securities and other obligations of the issuer, deterioration in the credit quality of the issuer will cause 
greater changes in the value of a preferred stock than in a more senior debt security with similarly stated yield 
characteristics. The market value of preferred stock will also generally reflect whether (and if so when) the issuer 
may force holders to sell their preferred stock back to the issuer and whether (and if so when) the holders may 
force the issuer to buy back their preferred stock. Generally speaking, the right of the issuer to repurchase the 
preferred stock tends to reduce any premium at which the preferred stock might otherwise trade due to interest 
rate or credit factors, while the right of the holders to require the issuer to repurchase the preferred stock tends 
to reduce any discount at which the preferred stock might otherwise trade due to interest rate or credit factors. 
In addition, some preferred stocks are non-cumulative, meaning that the dividends do not accumulate and need 
not ever be paid. A portion of the portfolio may include investments in non-cumulative preferred stocks, whereby 
the issuer does not have an obligation to make up any arrearages to its shareholders. There is no assurance 
that dividends or distributions on non-cumulative preferred stocks in which the Fund invests will be declared or 
otherwise made payable.

Income Securities. Income securities include (i) fixed income securities such as bonds, debentures, notes, 
preferred stock, short-term discounted Treasury Bills or certain securities of the U.S. government sponsored 
instrumentalities, as well as money market open-end funds that invest in those securities, which, in the absence 
of an applicable exemptive order, will not be affiliated with the Investment Adviser, and (ii) common stocks of 
issuers that have historically paid periodic dividends. Fixed income securities obligate the issuer to pay to the 
holder of the security a specified return, which may be either fixed or reset periodically in accordance with the 
terms of the security. Fixed income securities generally are senior to an issuer’s common stock and their holders 
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generally are entitled to receive amounts due before any distributions are made to common shareholders. 
Common stocks, on the other hand, generally do not obligate an issuer to make periodic distributions to holders.

The market value of fixed income securities, especially those that provide a fixed rate of return, may be expected 
to rise and fall inversely with interest rates and in general is affected by the credit rating of the issuer, the issuer’s 
performance and perceptions of the issuer in the market place. The market value of callable or redeemable 
fixed income securities may also be affected by the issuer’s call and redemption rights. In addition, it is possible 
that the issuer of fixed income securities may not be able to meet its interest or principal obligations to holders. 
Further, holders of non-convertible fixed income securities do not participate in any capital appreciation of the 
issuer.

The Fund may also invest in obligations of government sponsored instrumentalities. Unlike non-U.S. government 
securities, obligations of certain agencies and instrumentalities of the U.S. government, such as the Government 
National Mortgage Association, are supported by the “full faith and credit” of the U.S. government; others, 
such as those of the Export-Import Bank of the U.S., are supported by the right of the issuer to borrow from 
the U.S. Treasury; others, such as those of the Federal National Mortgage Association, are supported by the 
discretionary authority of the U.S. government to purchase the agency’s obligations; and still others, such as 
those of the Student Loan Marketing Association, are supported only by the credit of the instrumentality. No 
assurance can be given that the U.S. government would provide financial support to U.S. government sponsored 
instrumentalities if it is not obligated to do so by law.

The Fund also may invest in common stock of issuers that have historically paid periodic dividends or otherwise 
made distributions to common shareholders. Unlike fixed income securities, dividend payments generally are 
not guaranteed and so may be discontinued by the issuer at its discretion or because of the issuer’s inability to 
satisfy its liabilities. Further, an issuer’s history of paying dividends does not guarantee that it will continue to 
pay dividends in the future. In addition to dividends, under certain circumstances the holders of common stock 
may benefit from the capital appreciation of the issuer.

Common stocks represent the residual ownership interest in the issuer and holders of common stock are entitled 
to the income and increase in the value of the assets and business of the issuer after all of its debt obligations 
and obligations to preferred shareholders are satisfied. Common stocks generally have voting rights. Common 
stocks fluctuate in price in response to many factors including historical and prospective earnings of the issuer, 
the value of its assets, general economic conditions, interest rates, investor perceptions and market liquidity.

Non-Investment Grade Securities. The Fund may invest in securities rated below investment grade by 
recognized statistical rating agencies or unrated securities of comparable quality, including securities of issuers 
in default, which are likely to have the lowest rating. These securities, which may be preferred shares or debt, 
are predominantly speculative and involve major risk exposure to adverse conditions. Securities that are rated 
lower than “BBB” by S&P or lower than “Baa” by Moody’s or unrated securities considered by the Investment 
Adviser to be of comparable quality are referred to in the financial press as “junk bonds."

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

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

Non-investment grade securities and unrated securities of comparable quality also present risks based on 
payment expectations. If an issuer calls the obligation for redemption (often a feature of fixed-income securities), 
the Fund may have to replace the security with a lower yielding security, resulting in a decreased return for 
investors. Also, as the principal value of non-convertible bonds and preferred stocks moves inversely with 
movements in interest rates, in the event of rising interest rates the value of the securities held by the Fund may 
decline proportionately more than a portfolio consisting of higher rated securities. Investments in zero coupon 
bonds may be more speculative and subject to greater fluctuations in value due to changes in interest rates 
than bonds that pay interest currently. Interest rates are at historical lows and, therefore, it is likely that they will 
rise in the future.

As part of its investments in non-investment grade securities, the Fund may invest in securities of issuers in 
default. The Fund will make an investment in securities of issuers in default only when the Investment Adviser 
believes that such issuers will honor their obligations or emerge from bankruptcy protection and the value of 
these securities will appreciate. By investing in securities of issuers in default, the Fund bears the risk that these 
issuers will not continue to honor their obligations or emerge from bankruptcy protection or that the value of the 
securities will not otherwise appreciate.

In addition to using recognized rating agencies and other sources, the Investment Adviser also performs its own 
analysis of issues in seeking investments that it believes to be underrated (and thus higher yielding) in light of the 
financial condition of the issuer. Its analysis of issuers may include, among other things, current and anticipated 
cash flow and borrowing requirements, value of assets in relation to historical cost, strength of management, 
responsiveness to business conditions, credit standing and current anticipated results of operations. In selecting 
investments for the Fund, the Investment Adviser may also consider general business conditions, anticipated 
changes in interest rates and the outlook for specific industries.
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Subsequent to its purchase by the Fund, an issue of securities may cease to be rated or its rating may be 
reduced. In addition, it is possible that statistical rating agencies might change their ratings of a particular issue 
to reflect subsequent events on a timely basis. Moreover, such ratings do not assess the risk of a decline in 
market value. None of these events will require the sale of the securities by the Fund, although the Investment 
Adviser will consider these events in determining whether the Fund should continue to hold the securities.

The market for non-investment grade and comparable unrated securities has experienced periods of significantly 
adverse price and liquidity several times, particularly at or around times of economic recession. Past market 
recessions have adversely affected the value of such securities and the ability of certain issuers of such securities 
to repay principal and pay interest thereon or to refinance such securities. The market for those securities may 
react in a similar fashion in the future.

Investment Grade Securities. The Fund may also invest in investment grade non-convertible debt securities. 
Such securities include those rated at "Baa" and higher by Moody's or at "BBB" and higher by S&P.

Leverage. As provided in the 1940 Act and subject to certain exceptions, the Fund may issue senior securities 
(which may be stock, such as preferred shares, and/or securities representing debt) so long as its total assets, 
less certain ordinary course liabilities, exceed 300% of the amount of the debt outstanding and exceed 200% 
of the amount of preferred shares and debt outstanding. Any such preferred shares may be convertible in 
accordance with the SEC staff guidelines, which may permit the Fund to obtain leverage at attractive rates.

The use of leverage magnifies the impact of changes in net asset value, which means that, all else being equal, 
the use of leverage results in outperformance on the upside and underperformance on the downside. In addition, 
if the cost of leverage exceeds the return on the securities acquired with the proceeds of leverage, the use of 
leverage will diminish rather than enhance the return to the Fund. The use of leverage generally increases the 
volatility of returns to the Fund. Such volatility may increase the likelihood of the Fund having to sell investments 
in order to meet its obligations to make distributions on the preferred shares or principal or interest payments 
on debt securities, or to redeem preferred shares or repay debt, when it may be disadvantageous to do so. The 
Fund’s use of leverage may require it to sell portfolio investments at inopportune times in order to raise cash 
to redeem preferred shares or otherwise de-leverage so as to maintain required asset coverage amounts or 
comply with any mandatory redemption terms of any outstanding preferred shares. See “—Risk Factors and 
Special Considerations—Special Risks to Holders of Common Shares—Leverage Risk.”

In the event the Fund had both outstanding preferred shares and senior securities representing debt at the 
same time, the Fund’s obligations to pay dividends or distributions and, upon liquidation of the Fund, liquidation 
payments in respect of its preferred shares would be subordinate to the Fund’s obligations to make any principal 
and/or interest payments due and owing with respect to its outstanding senior debt securities. Accordingly, 
the Fund’s issuance of senior securities representing debt would have the effect of creating special risks for 
the Fund’s preferred shareholders that would not be present in a capital structure that did not include such 
securities.

Subject to the requirements of Rule 18f-4 under the 1940 Act, the Fund may enter into derivative transactions 
including transactions that have economic leverage embedded in them. Rule 18f-4 defines “derivatives 
transactions” as (1) any swap, security-based swap, futures contract, forward contract, option, any combination 
of the foregoing, or any similar instrument, under which a fund is or may be required to make any payment or 
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delivery of cash or other assets during the life of the instrument or at maturity or early termination, whether as 
margin or settlement payment or otherwise; and (2) any short sale borrowing. Derivatives transactions entered 
into by the Fund in compliance with Rule 18f-4 will not be considered senior securities for purposes of computing 
the asset coverage requirements described above. Economic leverage exists when the Fund achieves the right 
to a return on a capital base that exceeds the investment which the Fund has contributed to the instrument 
achieving a return. Derivative transactions that the Fund may enter into and the risks associated with them 
are described elsewhere in this Annual Report. The Fund cannot assure you that investments in derivative 
transactions that have economic leverage embedded in them will result in a higher return on its common shares.

If the Fund enters into any reverse repurchase agreement or similar financing transactions obligating the Fund 
to make future payments, the Fund must either treat all such transactions as derivatives transactions for all 
purposes under Rule 18f-4 or otherwise comply with the asset coverage requirements described above and 
combine the aggregate amount of indebtedness associated with all such transactions with the aggregate 
amount of any other senior securities representing indebtedness when calculating the Fund’s asset coverage 
ratio limit requirements. The asset coverage requirements under section 18 of the 1940 Act and the limits and 
conditions imposed by Rule 18f-4 may limit or restrict portfolio management.

Foreign Securities. Although the Fund does not frequently do so, the Fund may invest in securities principally 
traded in securities markets outside the United States. Foreign investments may be affected favorably or 
unfavorably by changes in currency rates and in exchange control regulations. There may be less publicly 
available information about a foreign company than about a U.S. company, and foreign companies may not 
be subject to accounting, auditing and financial reporting standards and requirements comparable to those 
applicable to U.S. companies. Securities of some foreign companies may be less liquid or more volatile than 
securities of U.S. companies, and foreign brokerage commissions and custodian fees are generally higher than 
in the United States. Investments in foreign securities may also be subject to other risks different from those 
affecting U.S. investments, including local political or economic developments, expropriation or nationalization 
of assets and imposition of withholding taxes on dividend or interest payments.

American Depositary Receipts. The Fund may invest in American Depositary Receipts (“ADRs”) Such 
investment may entail certain risks similar to foreign securities. ADRs are certificates representing an ownership 
interest in a security or a pool of securities issued by a foreign issuer and deposited with the depositary, typically 
a bank, and held in trust for the investor. The economies of many of the countries in which the issuer of a security 
underlying an ADR principally engages in business may not be as developed as the United States’ economy 
and may be subject to significantly different forces. Political or social instability, expropriation or confiscatory 
taxation, and limitations on the removal of funds or other assets could adversely affect the value of the Fund’s 
investments in such securities. The value of the securities underlying ADRs could fluctuate as exchange 
rates change between U.S. dollars and the currency of the country in which the foreign company is located. 
In addition, foreign companies are not registered with the SEC and are generally not subject to the regulatory 
controls imposed on U.S. issuers and, as a consequence, there is generally less publicly available information 
about foreign companies than is available about domestic companies. Foreign companies are not subject to 
uniform accounting, auditing and financial reporting standards, practices and requirements comparable to those 
applicable to domestic companies.
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Emerging Market Countries.  The risks described above for foreign securities, including the risks of 
nationalization and expropriation of assets, are typically increased to the extent that the Fund invests in 
companies headquartered in developing, or emerging market, countries. Investments in securities of companies 
headquartered in such countries may be considered speculative and subject to certain special risks. The political 
and economic structures in many of these countries may be in their infancy and developing rapidly, and such 
countries may lack the social, political and economic characteristics of more developed countries. Certain of 
these countries have in the past failed to recognize private property rights and have at times nationalized and 
expropriated the assets of private companies. Some countries have inhibited the conversion of their currency 
to another. The currencies of certain emerging market countries have experienced devaluation relative to the 
U.S. dollar, and future devaluations may adversely affect the value of the Fund’s assets denominated in such 
currencies. Some emerging market countries have experienced substantial rates of inflation for many years. 
Continued inflation may adversely affect the economies and securities markets of such countries. In addition, 
unanticipated political or social developments may affect the value of the Fund’s investments in these countries 
and the availability of the Fund of additional investments in these countries. The small size, limited trading 
volume and relative inexperience of the securities markets in these countries may make the Fund’s investments 
in such countries illiquid and more volatile than investments in more developed countries, and the Fund may 
be required to establish special custodial or other arrangements before making investments in these countries. 
There may be little financial or accounting information available with respect to companies located in these 
countries, and it may be difficult as a result to assess the value or prospects of an investment in such companies.

Restricted and Illiquid Securities. The Fund may invest up to 20% of its net assets in securities that are 
illiquid. Illiquid securities include securities legally restricted as to resale, such as commercial paper issued 
pursuant to Section 4(a)(2) of the Securities Act of 1933 (the “Securities Act”) and securities eligible for resale 
pursuant to Rule 144A thereunder. Section 4(a)(2) and Rule 144A securities may, however, be treated as liquid 
by the Investment Adviser pursuant to procedures adopted by the Board, which require consideration of factors 
such as trading activity, availability of market quotations and number of dealers willing to purchase the security. 
If the Fund invests in Rule 144A securities, the level of portfolio illiquidity may be increased to the extent that 
eligible buyers become uninterested in purchasing such securities.

It may be difficult to sell such securities at a price representing the fair value until such time as such securities 
may be sold publicly. Where registration is required, a considerable period may elapse between a decision to 
sell the securities and the time when it would be permitted to sell. Thus, the Fund may not be able to obtain 
as favorable a price as that prevailing at the time of the decision to sell. The Fund may also acquire securities 
through private placements under which it may agree to contractual restrictions on the resale of such securities. 
Such restrictions might prevent their sale at a time when such sale would otherwise be desirable.

Other Investment Practices

U.S. Government Obligations. U.S. government securities in which the Fund invests include debt obligations 
of varying maturities issued by the U.S. Treasury or issued or guaranteed by an agency or instrumentality 
of the U.S. government. Some U.S. government securities, such as U.S. Treasury bills, Treasury notes and 
Treasury bonds, which differ only in their interest rates, maturities and times of issuance, are supported by the 
full faith and credit of the United States. Others are supported only by: (i) the right of the issuer to borrow from 
the U.S. Treasury, such as securities of the Federal Home Loan Banks; (ii) the discretionary authority of the 
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U.S. government to purchase the agency’s obligations, such as securities of the Federal National Mortgage 
Association; or (iii) only the credit of the issuer. No assurance can be given that the U.S. government will 
provide financial support in the future to U.S. government agencies, authorities or instrumentalities that are not 
supported by the full faith and credit of the United States. Securities guaranteed as to principal and interest by 
the U.S. government, its agencies, authorities or instrumentalities include: (i) securities for which the payment 
of principal and interest is backed by an irrevocable letter of credit issued by the U.S. government or any of 
its agencies, authorities or instrumentalities; and (ii) participations in loans made to non-U.S. governments or 
other entities that are so guaranteed. The secondary market for certain of these participations is limited and, 
therefore, may be regarded as illiquid.

Short Sales. Although the Fund does not generally do so, the Fund may make short sales of securities if at 
the time of sale, the Fund owns or has the right to acquire, with or without payment of further consideration 
through its ownership of convertible or exchangeable securities or warrants or rights, an equal amount of such 
securities. In a short sale the Fund does not immediately deliver the securities sold and does not receive the 
proceeds from the sale. The Fund is said to have a short position in the securities sold until it delivers the 
securities sold, at which time it receives the proceeds of the sale.

The Fund will normally close out a short position by purchasing and delivering an equal amount of the securities 
sold short, rather than by delivering securities already held by the Fund. The Fund may, however, close out any 
short sale of common stock through the conversion or exchange of securities or the exercise of warrants or 
rights it owns, or through the delivery of common stock already held by the Fund.

The Fund may make a short sale in order to hedge against market risks when it believes that the price of a 
security may decline, causing a decline in the value of a long position the Fund may have in such security or a 
security convertible into or exchangeable for such security, or when, for tax or other reasons, the Fund does not 
want to sell the security it owns. In such case, any future losses in the Fund’s long position should be reduced 
by a gain in the short position. Conversely, any gain in the long position should be reduced by a loss in the 
short position. Any gain will be decreased, and any loss will be increased, by the transaction costs incurred 
by the Fund, including the costs associated with providing collateral to the broker-dealer (usually cash, U.S. 
government securities or other highly liquid debt securities) and the maintenance of collateral with its custodian.

Although the Fund’s gain is limited to the price at which it sold the security short, its potential loss is theoretically 
unlimited. The extent to which such gains or losses are reduced will depend upon the amount of the security 
sold short relative to the amount the Fund owns, either directly or indirectly, and, in the case where the Fund 
owns convertible securities, changes with the conversion premiums.

Warrants. The Fund may invest in warrants. Warrants are, in effect, longer term call options. They give the holder 
the right to purchase a given number of shares of a particular company at specified prices within certain periods 
of time. The purchaser of a warrant expects that the market price of the security will exceed the purchase price 
of the warrant plus the exercise price of the warrant, thus giving him a profit. Since the market price may never 
exceed the exercise price before the expiration date of the warrant, the purchaser of the warrant risks the loss 
of the entire purchase price of the warrant. Warrants generally trade in the open market and may be sold rather 
than exercised. Warrants are sometimes sold in unit form with other securities of an issuer. Units of warrants and 
common stock may be employed in financing young, unseasoned companies. The purchase price of a warrant 
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varies with the exercise price of the warrant, the current market value of the underlying security, the life of the 
warrant and various other investment factors.

Lending of Portfolio Securities. Although the Fund does not presently intend to do so, the Fund may lend 
securities may lend up to 33-1/3% of its total assets. The purpose of such loans, generally, is to permit the 
borrower to use such securities for delivery to purchasers when such borrower has sold short. If cash collateral 
is received by the Fund, it is invested in short-term money market securities, and a portion of the yield received 
in respect of such investment is retained by the Fund. Alternatively, if securities are delivered to the Fund as 
collateral, the Fund and the borrower negotiate a rate for the loan premium to be received by the Fund for 
lending its portfolio securities. In either event, the total yield on the Fund’s portfolio is increased by loans of 
its portfolio securities. The Fund intends to retain record ownership of loaned securities in order to exercise 
beneficial rights such as voting rights, subscription rights and rights to dividends, interest or other distributions. 
Such loans are terminable at any time. The Fund may pay reasonable finder’s, administrative and custodial fees 
in connection with such loans. The risks in lending portfolio securities, as with other extensions of credit, consist 
of possible delay in recovery of the securities or possible loss of rights in the collateral should the borrower fail 
financially. In determining whether the Fund will lend securities to a particular borrower, the Fund will consider 
all relevant facts and circumstances, including the creditworthiness of the borrower.

Repurchase Agreements. Although the Fund does not presently intend to do so, as part of its strategy for 
the temporary investment of cash balances, the Fund may enter into repurchase agreements. Repurchase 
agreements may be seen as loans by the Fund collateralized by underlying securities. Under the terms of a 
typical repurchase agreement, the Fund acquires an underlying security for a relatively short period (usually not 
more than one week) subject to an obligation of the seller to repurchase, and the Fund to resell, the security 
at an agreed price and time. This arrangement results in a fixed rate of return to the Fund that is not subject to 
market fluctuations during the holding period. The Fund bears a risk of loss in the event that the other party to 
a repurchase agreement defaults on its obligations and the Fund is delayed in or prevented from exercising its 
rights to dispose of the collateral securities, including the risk of a possible decline in the value of the underlying 
securities during the period in which it seeks to assert these rights. The Investment Adviser, acting under the 
supervision of the Board, reviews the creditworthiness of those banks and dealers with which the Fund enters 
into repurchase agreements to evaluate these risks and monitors on an ongoing basis the value of the securities 
subject to repurchase agreements to ensure that the value is maintained at the required level. The Fund does 
not enter into repurchase agreements with the Investment Adviser or any of its affiliates.

Temporary Defensive Investments. When a temporary defensive posture is believed by the Investment 
Adviser to be warranted (“temporary defensive periods”), the Fund may without limitation hold cash or invest 
all or a portion of its assets in money market instruments and repurchase agreements in respect of those 
instruments. The money market instruments in which the Fund may invest are obligations of the U.S. government, 
its agencies or instrumentalities; commercial paper rated “A-1” or higher by S&P or “Prime-1” by Moody’s; and 
certificates of deposit and bankers’ acceptances issued by domestic branches of U.S. banks that are members 
of the Federal Deposit Insurance Corporation. During temporary defensive periods, the Fund may also invest 
to the extent permitted by applicable law in shares of money market mutual funds. Money market mutual funds 
are investment companies and the investments in those companies by the Fund are in some cases subject to 
certain fundamental investment restrictions and applicable law. As a shareholder in a mutual fund, the Fund will 
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bear its ratable share of its expenses, including management fees, and will remain subject to payment of the 
fees to the Investment Adviser, with respect to assets so invested. The Fund may find it more difficult to achieve 
its investment objective during temporary defensive periods.

Options. Although the Fund does not presently intend to do so, the Fund may invest up to 5% of its net assets 
in put options on common stock or market indices and may write covered call options and may purchase call 
options to close out written covered call options. Many currently traded convertible securities are convertible into 
common stocks against which call options may be written.

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 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 upon payment of the exercise price during the option period. A call option is “covered” if the Fund owns 
the underlying instrument covered by the call or has an absolute and immediate right to acquire that instrument 
without additional cash consideration (or for additional cash consideration held in a segregated account by its 
custodian) upon conversion or exchange of other instruments held in its portfolio. A call option is also covered 
if the Fund holds a call on the same instrument as the call written where the exercise price of the call held is (i) 
equal to or less than the exercise price of the call written or (ii) greater than the exercise price of the call written 
if the difference is maintained by the Fund in cash, U.S. government securities or other high-grade short-term 
obligations in a segregated account with its custodian. A put option is “covered” if the Fund maintains cash or 
other high-grade short-term obligations with a value equal to the exercise price in a segregated account with its 
custodian, or else holds a put on the same instrument as the put written where the exercise price of the put held 
is equal to or greater than the exercise price of the put written.

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. 

The Fund will write covered call options in order to receive additional income in the form of premiums which it 
is paid for writing options, and for hedging purposes in order to protect against possible declines in the market 
values of the stocks or convertible securities held in its portfolio.

If the Fund has written an option, it may terminate its obligation by effecting a closing purchase transaction. This 
is accomplished by purchasing an option of the same series as the option previously written. However, once the 
Fund has been assigned an exercise notice, the Fund will be unable to effect a closing purchase transaction. 
Similarly, if the Fund is the holder of an option it may liquidate its position by effecting a closing sale transaction. 
This is accomplished by selling an option of the same series as the option previously purchased. There can 
be no assurance that either a closing purchase or sale transaction can be effected when the Fund so desires.

The Fund realizes a profit from a closing transaction if the price of the transaction is less than the premium 
received from writing the option or is more than the premium paid to purchase the option; the Fund realizes a 
loss from a closing transaction if the price of the transaction is more than the premium received from writing 
the option or is less than the premium paid to purchase the option. Since call option prices generally reflect 
increases in the price of the underlying security, any loss resulting from the repurchase of a call option may also 
be wholly or partially offset by unrealized appreciation of the underlying security. Other principal factors affecting 
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the market value of a put or a call option include supply and demand, interest rates, the current market price 
and price volatility of the 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 generally purchases or writes only those 
options for which there appears to be an active secondary market, there is no assurance that a liquid secondary 
market on an exchange will 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.

The Fund may also purchase put options on one or more broadly based stock market indices when it wishes to 
protect all or part of its portfolio securities against a general market decline. The put on the index will increase 
in value if the level of the index declines; any such increase in value would serve to offset in whole or in part any 
decline in the value of the Fund’s portfolio.

The Fund’s purchase and sale of put options on stock indices will be subject to the same risks described above 
with respect to transactions in stock options on individual stocks. In addition, the distinctive characteristics of 
options on indices create certain risks that are not present with stock options.

The Fund’s ability to effectively hedge all or a portion of the securities in its portfolio in anticipation of or during 
a market decline through transactions in put options on stock indices depends on the degree to which price 
movements in the underlying index correlate with the price movements in the Fund’s portfolio securities. Since 
the Fund’s portfolio securities will not duplicate the components of an index, the correlation will not be perfect. 
Consequently, the Fund will bear the risk that the prices of its portfolio securities being hedged will not move in 
the same amount as the prices of the Fund’s put options on the stock indices. It is also possible that there may 
be a negative correlation between the index and the Fund’s portfolio securities which would result in a loss on 
both such portfolio securities and the put options on stock indices acquired by the Fund.

There are several risks associated with transactions in options. For example, there are significant differences 
between the securities markets and the options markets that could result in an imperfect correlation among 
these markets, causing a given transaction not to achieve its objectives. A decision as to whether, when and 
how to use options involves the exercise of skill and judgment, and any transaction may be unsuccessful 
to some degree because of market behavior or unexpected events. The ability of the Fund to utilize options 
successfully will depend on the Investment Adviser’s ability to predict pertinent market investments, which 
cannot be assured. Although the Investment Adviser will attempt to take appropriate measures to minimize the 
risks relating to the Fund’s writing of put and call options, there can be no assurance that the Fund will succeed 
in any option-writing program it undertakes.
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Investment Restrictions. The Fund has adopted certain fundamental investments policies designed to limited 
investment risk and maintain portfolio diversification. Under the 1940 Act, a fundamental policy may not be 
changed without the vote of a majority, as defined in the 1940 Act, of the outstanding voting securities of the 
Fund (voting together as a single class subject to class approval rights of any preferred shares). The Fund may 
become subject to rating agency guidelines that are more limiting than its current investment restrictions in 
order to obtain and maintain a desired rating on its preferred shares, if any.

Neither the Fund’s investment objective nor, except as expressly listed under “Investment Restrictions,” any of 
its policies are fundamental, and each may be modified by the Board without shareholder approval.

In addition, pursuant to the Fund’s Statement of Preferences for the Series A Preferred Shares, a majority, as 
defined in the 1940 Act, of the outstanding preferred shares of the Fund (voting separately as a single class) is 
also required to change a fundamental policy. See “Investment Restrictions."

Portfolio Turnover. The Fund will buy and sell securities to accomplish its investment objective. The investment 
policies of the Fund may lead to frequent changes in investments, particularly in periods of rapidly fluctuating 
interest or currency exchange rates.

Portfolio turnover generally involves some expense to the Fund, including brokerage commissions or dealer 
mark-ups and other transaction costs on the sale of securities and reinvestment in other securities. The portfolio 
turnover rate is computed by dividing the lesser of the amount of the securities purchased or securities sold 
by the average monthly value of securities owned during the year (excluding securities whose maturities at 
acquisition were one year or less). Higher portfolio turnover may decrease the after-tax return to individual 
investors in the Fund to the extent it results in a decrease of the long-term capital gains portion of distributions 
to shareholders.

The Fund anticipates that its annual portfolio turnover rate will generally not exceed 100%. For the fiscal years 
ended September 30, 2023 and September 30, 2024, the portfolio turnover rates of the Fund were 44% and 
88% respectively.

 

RISK FACTORS AND SPECIAL CONSIDERATIONS

Investors should consider the following risk factors and special considerations associated with investing in the 
Fund:

General Risks

Market Risk. The market price of securities owned by the Fund may go up or down, sometimes rapidly or 
unpredictably. Securities may decline in value due to factors affecting securities markets generally or particular 
industries represented in the securities markets. The value of a security may decline due to general market 
conditions which are not specifically related to a particular company, such as real or perceived adverse 
economic conditions, changes in the general outlook for corporate earnings, changes in interest or currency 
rates, adverse changes to credit markets or adverse investor sentiment generally. The value of a security may 
also decline due to factors which affect a particular industry or industries, such as labor shortages or increased 
production costs and competitive conditions within an industry. During a general downturn in the securities 
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markets, multiple asset classes may decline in value simultaneously. Equity securities generally have greater 
price volatility than fixed income securities. Credit ratings downgrades may also negatively affect securities held 
by the Fund. Even when markets perform well, there is no assurance that the investments held by the Fund will 
increase in value along with the broader market.

In addition, market risk includes the risk that geopolitical and other events will disrupt the economy on a 
national or global level. For instance, war, terrorism, market manipulation, government defaults, government 
shutdowns, political changes or diplomatic developments, public health emergencies (such as the spread of 
infectious diseases, pandemics and epidemics) and natural/environmental disasters can all negatively impact 
the securities markets, which could cause the Fund to lose value. These events could reduce consumer demand 
or economic output, result in market closures, travel restrictions or quarantines, and significantly adversely 
impact the economy. The current contentious domestic political environment, as well as political and diplomatic 
events within the United States and abroad, such as the U.S. government’s inability at times to agree on a long-
term budget and deficit reduction plan, has in the past resulted, and may in the future result, in a government 
shutdown, which could have an adverse impact on the Fund’s investments and operations. Additional and/or 
prolonged U.S. federal government shutdowns may affect investor and consumer confidence and may adversely 
impact financial markets and the broader economy, perhaps suddenly and to a significant degree. Governmental 
and quasi-governmental authorities and regulators throughout the world have previously responded to serious 
economic disruptions with a variety of significant fiscal and monetary policy changes, including, but not limited 
to, direct capital infusions into companies, new monetary programs and dramatically lower interest rates. An 
unexpected or sudden reversal of these policies, or the ineffectiveness of these policies, could increase volatility 
in securities markets, which could adversely affect the Fund’s investments. Any market disruptions could also 
prevent the Fund from executing advantageous investment decisions in a timely manner. To the extent that the 
Fund focuses its investments in a region enduring geopolitical market disruption, it will face higher risks of loss, 
although the increasing interconnectivity between global economies and financial markets can lead to events or 
conditions in one country, region or financial market adversely impacting a different country, region or financial 
market. Thus, investors should closely monitor current market conditions to determine whether the Fund meets 
their individual financial needs and tolerance for risk.

Exchanges and securities markets may close early, close late or issue trading halts on specific securities or 
generally, which may result in, among other things, the Fund being unable to buy or sell certain securities or 
financial instruments at an advantageous time or accurately price its portfolio investments.

Convertible Securities Risk. Convertible securities generally offer lower interest or dividend yields than non-
convertible securities of similar quality. The market values of convertible securities tend to decline as interest 
rates increase and, conversely, to increase as interest rates decline. In the absence of adequate anti-dilution 
provisions in a convertible security, dilution in the value of the Fund’s holding may occur in the event the 
underlying stock is subdivided, additional equity securities are issued for below market value, a stock dividend 
is declared or the issuer enters into another type of corporate transaction that has a similar effect.

The value of a convertible security is influenced by the value of the underlying equity security. Convertible debt 
securities and preferred stocks may depreciate in value if the market value of the underlying equity security 
declines or if rates of interest increase. In addition, although debt securities are liabilities of a corporation which 
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the corporation is generally obligated to repay at a specified time, debt securities, particularly convertible debt 
securities, are often subordinated to the claims of some or all of the other creditors of the corporation.

Mandatory conversion securities (securities that automatically convert into equity securities at a future date) 
may limit the potential for capital appreciation and, in some instances, are subject to complete loss of invested 
capital. Other innovative convertibles include “equity-linked” securities, which are securities or derivatives that 
may have fixed, variable or no interest payments prior to maturity, may convert (at the option of the holder or 
on a mandatory basis) into cash or a combination of cash and common stock, and may be structured to limit 
the potential for capital appreciation. Equity-linked securities may be illiquid and difficult to value and may be 
subject to greater credit risk than that of other convertibles. Moreover, mandatory conversion securities and 
equity-linked securities have increased the sensitivity of the convertible securities market to the volatility of the 
equity markets and to the special risks of those innovations, which may include risks different from, and possibly 
greater than, those associated with traditional convertible securities.

Preferred stocks are equity securities in the sense that they do not represent a liability of the corporation. In the 
event of liquidation of the corporation, and after its creditors have been paid or provided for, holders of preferred 
stock are generally entitled to a preference as to the assets of the corporation before any distribution may be 
made to the holders of common stock. Debt securities normally do not have voting rights. Preferred stocks may 
have no voting rights or may have voting rights only under certain circumstances.

 ● Credit Risk. Credit risk is the risk that an issuer will fail to pay interest or dividends and principal in a 
timely manner. Companies that issue convertible securities may be small to medium-size, and they often 
have low credit ratings. In addition, the credit rating of a company’s convertible securities is generally 
lower than that of its conventional debt securities. Convertible securities are normally considered “junior” 
securities—that is, the company usually must pay interest on its conventional debt before it can make 
payments on its convertible securities. Credit risk could be high for the Fund, because it could invest in 
securities with low credit quality. The lower a debt security is rated, the greater its default risk. As a result, 
the Fund may incur cost and delays in enforcing its rights against the issuer.

 ● Market Risk. Although convertible securities do derive part of their value from that of the securities into 
which they are convertible, they are not considered derivative financial instruments. However, the Fund’s 
mandatory convertible securities include features which render them more sensitive to price changes of 
their underlying securities. Thus they expose the Fund to greater downside risk than traditional convert-
ible securities, but generally less than that of the underlying common stock.

 ● Interest Rate Risk for Convertible Securities. The securities are particularly sensitive to interest rate 
changes when their predetermined conversion price is much higher than the issuing company’s common 
stock. See “—Fixed Income Securities Risks—Duration and Maturity Risk” and “—General Risks—Inter-
est Rate Risks Generally.”

 ● Sector Risk. Sector risk is the risk that returns from the economic sectors in which convertible securities 
are concentrated will trail returns from other economic sectors. As a group, sectors tend to go through 
cycles of doing better-or-worse-than the convertible securities market in general. These periods have, 
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in the past, lasted for as long as several years. Moreover, the sectors that dominate this market change 
over time.

 ● Dilution Risk. In the absence of adequate anti-dilution provisions in a convertible security, dilution in the 
value of the Fund’s holding may occur in the event the underlying stock is subdivided, additional equity 
securities are issued for below market value, a stock dividend is declared, or the issuer enters into an-
other type of corporate transaction that has a similar effect.

Synthetic Convertible Instruments Risk. The value of a synthetic convertible instrument may respond 
differently to market fluctuations than a convertible security because a synthetic convertible instrument is 
composed of two or more separate instruments, each with its own market value. In addition, if the value of 
the underlying common stock or the level of the index involved in the convertible component falls below the 
exercise price of the warrant or option, the warrant or option may lose all value. Synthetic convertible instruments 
created by other parties have the same attributes of a convertible security; however, the issuer of the synthetic 
convertible instrument assumes the credit risk associated with the investment, rather than the issuer of the 
underlying equity security into which the instrument is convertible. The Fund remains subject to the credit risk 
associated with the counterparty creating the synthetic convertible instrument.

Equity Risk. Investing in the Fund involves equity risk, which is the risk that the securities held by the Fund 
will fall in market value due to adverse market and economic conditions, perceptions regarding the industries in 
which the issuers of securities held by the Fund participate and the particular circumstances and performance 
of particular companies whose securities the Fund holds. An investment in the Fund represents an indirect 
economic stake in the securities owned by the Fund, which are for the most part traded on securities exchanges 
or in the OTC markets. The market value of these securities, like other market investments, may move up or 
down, sometimes rapidly and unpredictably. The net asset value of the Fund may at any point in time be worth 
less than the amount at the time the shareholder invested in the Fund, even after taking into account any 
reinvestment of distributions.

Common Stock Risk. Common stock of an issuer in the Fund’s portfolio may decline in price for a variety of 
reasons, including if the issuer fails to make anticipated dividend payments because, among other reasons, the 
issuer of the security experiences a decline in its financial condition. Common stock in which the Fund invests is 
structurally subordinated as to income and residual value to preferred stock, bonds and other debt instruments 
in a company’s capital structure, in terms of priority to corporate income, and therefore will be subject to greater 
dividend risk than preferred stock or debt instruments of such issuers. In addition, while common stock has 
historically generated higher average returns than fixed income securities, common stock has also experienced 
significantly more volatility in those returns.

Preferred Stock Risk. There are special risks associated with the Fund’s investing in preferred securities, 
including:

 ● Deferral. Preferred securities may include provisions that permit the issuer, at its discretion, to defer div-
idends or distributions for a stated period without any adverse consequences to the issuer. If the Fund 
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owns a preferred security that is deferring its dividends or distributions, the Fund may be required to 
report income for tax purposes although it has not yet received such income.

 ● Non-Cumulative Dividends. Some preferred securities are non-cumulative, meaning that the dividends 
do not accumulate and need not ever be paid. A portion of the portfolio may include investments in 
non-cumulative preferred securities, whereby the issuer does not have an obligation to make up any 
arrearages to its shareholders. Should an issuer of a non-cumulative preferred security held by the Fund 
determine not to pay dividends or distributions on such security, the Fund’s return from that security may 
be adversely affected. There is no assurance that dividends or distributions on non-cumulative preferred 
securities in which the Fund invests will be declared or otherwise made payable.

 ● Subordination. Preferred securities are subordinated to bonds and other debt instruments in an issuer’s 
capital structure in terms of priority to corporate income and liquidation payments, and therefore will be 
subject to greater credit risk than more senior debt security instruments.

 ● Liquidity. Preferred securities may be substantially less liquid than many other securities, such as com-
mon stocks or U.S. government securities.

 ● Limited Voting Rights. Generally, preferred security holders (such as the Fund) have no voting rights with 
respect to the issuing company unless preferred dividends have been in arrears for a specified number 
of periods, at which time the preferred security holders may be entitled to elect a number of directors to 
the issuer’s board. Generally, once all the arrearages have been paid, the preferred security holders no 
longer have voting rights.

 ● Special Redemption Rights. In certain varying circumstances, an issuer of preferred securities may 
redeem the securities prior to a specified date. For instance, for certain types of preferred securities, a 
redemption may be triggered by a change in U.S. federal income tax or securities laws. A redemption by 
the issuer may negatively impact the return of the security held by the Fund.

Warrants and Rights . The Fund may invest in warrants and rights (including those acquired in units or attached 
to other securities) which entitle the holder to buy equity securities at a specific price for or at the end of a 
specific period of time. The Fund will do so only if the underlying equity securities are deemed appropriate by 
the Investment Adviser for inclusion in the Fund’s portfolio.

Investing in rights and warrants can provide a greater potential for profit or loss than an equivalent investment 
in the underlying security, and thus can be a riskier investment. The value of a right or warrant may decline 
because of a decline in the value of the underlying security, the passage of time, changes in interest rates or 
in the dividend or other policies of the Fund whose equity underlies the warrant, a change in the perception as 
to the future price of the underlying security, or any combination thereof. Rights and warrants generally pay no 
dividends and confer no voting or other rights other than the right to purchase the underlying security.

Fixed Income Securities Risks. Fixed income securities in which the Fund may invest are generally subject 
to the following risks:

 ● Interest Rate Risk. The market value of bonds and other fixed-income or dividend-paying securities 
changes in response to interest rate changes and other factors. Interest rate risk is the risk that prices of 
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bonds and other income- or dividend-paying securities will increase as interest rates fall and decrease 
as interest rates rise. See “—General Risks—Interest Rate Risks Generally.”

 ● Issuer Risk. Issuer risk is the risk that the value of an income- or dividend-paying security may decline 
for a number of reasons which directly relate to the issuer, such as management performance, financial 
leverage, reduced demand for the issuer’s goods and services, historical and prospective earnings of the 
issuer and the value of the assets of the issuer.

 ● Credit Risk. Credit risk is the risk that one or more income- or dividend-paying securities in the Fund’s 
portfolio will decline in price or fail to pay interest/distributions or principal when due because the issuer 
of the security experiences a decline in its financial status. Credit risk is increased when a portfolio se-
curity is downgraded or the perceived creditworthiness of the issuer deteriorates. To the extent the Fund 
invests in below investment grade securities, it will be exposed to a greater amount of credit risk than a 
fund which only invests in investment grade securities. See “—Non-Investment Grade Securities.” The 
degree of credit risk depends on the issuer’s financial condition and on the terms of the securities.

 ● Prepayment Risk. Prepayment risk is the risk that during periods of declining interest rates, borrowers 
may exercise their option to prepay principal earlier than scheduled. For income- or dividend-paying 
securities, such payments often occur during periods of declining interest rates, forcing the Fund to re-in-
vest in lower yielding securities, resulting in a possible decline in the Fund’s income and distributions to 
shareholders. This is known as prepayment or “call” risk. Below investment grade securities frequently 
have call features that allow the issuer to redeem the security at dates prior to its stated maturity at a 
specified price (typically greater than par) only if certain prescribed conditions are met (“call protection”). 
For premium bonds (bonds acquired at prices that exceed their par or principal value) purchased by the 
Fund, prepayment risk may be enhanced.

 ● Reinvestment Risk. Reinvestment risk is the risk that income from the Fund’s portfolio will decline if the 
Fund invests the proceeds from matured, traded or called fixed income securities at market interest rates 
that are below the Fund portfolio’s current earnings rate.

 ● Duration and Maturity Risk. The Fund has no set policy regarding portfolio maturity or duration of the 
fixed-income securities it may hold. The Investment Adviser may seek to adjust the duration or maturity 
of the Fund’s fixed-income holdings based on its assessment of current and projected market conditions 
and all other factors that the Investment Adviser deems relevant. In comparison to maturity (which is 
the date on which the issuer of a debt instrument is obligated to repay the principal amount), duration is 
a measure of the price volatility of a debt instrument as a result in changes in market rates of interest, 
based on the weighted average timing of the instrument’s expected principal and interest payments. 
Specifically, duration measures the anticipated percentage change in NAV that is expected for every 
percentage point change in interest rates. The two have an inverse relationship.

Duration can be a useful tool to estimate anticipated price changes to a fixed pool of income securities 
associated with changes in interest rates. For example, a duration of five years means that a 1% 
decrease in interest rates will increase the NAV of the portfolio by approximately 5%; if interest rates 
increase by 1%, the NAV will decrease by 5%. However, in a managed portfolio of fixed income securities 
having differing interest or dividend rates or payment schedules, maturities, redemption provisions, call 
or prepayment provisions and credit qualities, actual price changes in response to changes in interest 
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rates may differ significantly from a duration-based estimate at any given time. Actual price movements 
experienced by a portfolio of fixed income securities will be affected by how interest rates move (i.e., 
changes in the relationship of long-term interest rates to short-term interest rates), the magnitude of 
any move in interest rates, actual and anticipated prepayments of principal through call or redemption 
features, the extension of maturities through restructuring, the sale of securities for portfolio management 
purposes, the reinvestment of proceeds from prepayments on and from sales of securities, and credit 
quality-related considerations whether associated with financing costs to lower credit quality borrowers 
or otherwise, as well as other factors. Accordingly, while duration maybe a useful tool to estimate potential 
price movements in relation to changes in interest rates, investors are cautioned that duration alone will 
not predict actual changes in the net asset or market value of the Fund’s shares and that actual price 
movements in the Fund’s portfolio may differ significantly from duration-based estimates.

Duration differs from maturity in that it takes into account a security’s yield, coupon payments and its 
principal payments in addition to the amount of time until the security matures. As the value of a security 
changes over time, so will its duration. Prices of securities with longer durations tend to be more sensitive 
to interest rate changes than securities with shorter durations. In general, a portfolio of securities with 
a longer duration can be expected to be more sensitive to interest rate changes than a portfolio with 
a shorter duration. Any decisions as to the targeted duration or maturity of any particular category of 
investments will be made based on all pertinent market factors at any given time. The Fund may incur 
costs in seeking to adjust the portfolio average duration or maturity. There can be no assurance that the 
Investment Adviser’s assessment of current and projected market conditions will be correct or that any 
strategy to adjust duration or maturity will be successful at any given time.

SOFR Risk. As of June 30, 2023, overnight and 12-month US dollar LIBOR settings permanently ceased. 1-, 
3-, and 6-month U.S. dollar LIBOR settings ceased to be published as of September 2024. As an alternative 
to LIBOR, the Financial Reporting Council, in conjunction with the Alternative Reference Rates Committee, a 
steering committee comprised of large U.S. financial institutions, recommended replacing U.S. dollar LIBOR with 
the Secured Overnight Financing Rate (“SOFR”), a new index calculated by reference to short-term repurchase 
agreements, backed by Treasury securities.

SOFR is intended to be a broad measure of the cost of borrowing funds overnight in transactions that are 
collateralized by U.S. Treasury securities. SOFR is calculated based on transaction-level data collected from 
various sources. For each trading day, SOFR is calculated as a volume-weighted median rate derived from 
such data. SOFR is calculated and published by the Federal Reserve Bank of New York (“FRBNY”). If data from 
a given source required by the FRBNY to calculate SOFR is unavailable for any day, then the most recently 
available data for that segment will be used, with certain adjustments. If errors are discovered in the transaction 
data or the calculations underlying SOFR after its initial publication on a given day, SOFR may be republished at 
a later time that day. Rate revisions will be effected only on the day of initial publication and will be republished 
only if the change in the rate exceeds one basis point.

Because SOFR is a financing rate based on overnight secured funding transactions, it differs fundamentally 
from LIBOR. LIBOR was intended to be an unsecured rate that represents interbank funding costs for different 
short-term maturities or tenors. It was a forward-looking rate reflecting expectations regarding interest rates 
for the applicable tenor. Thus, LIBOR was intended to be sensitive, in certain respects, to bank credit risk and 
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to term interest rate risk. In contrast, SOFR is a secured overnight rate reflecting the credit of U.S. Treasury 
securities as collateral. Thus, it is largely insensitive to credit-risk considerations and to short-term interest rate 
risks. SOFR is a transaction-based rate, and it has been more volatile than other benchmark or market rates 
during certain periods. For these reasons, among others, there is no assurance that SOFR, or rates derived 
from SOFR, will perform in the same or similar way as LIBOR would have performed at any time, and there is 
no assurance that SOFR-based rates will be a suitable substitute for LIBOR. SOFR has a limited history, having 
been first published in April 2018. The future performance of SOFR, and SOFR-based reference rates, cannot 
be predicted based on SOFR’s history or otherwise. Levels of SOFR in the future may bear little or no relation 
to historical levels of SOFR, LIBOR or other rates.

Interest Rate Risk Generally. The market value of bonds and other fixed-income or dividend-paying securities 
changes in response to interest rate changes and other factors. Interest rate risk is the risk that prices of bonds 
and other income- or dividend-paying securities will increase as interest rates fall and decrease as interest rates 
rise.

The magnitude of these fluctuations in the market price of bonds and other income- or dividend-paying securities 
is generally greater for those securities with longer maturities. Fluctuations in the market price of the Fund’s 
investments will not affect interest income derived from instruments already owned by the Fund, but will be 
reflected in the Fund’s net asset value. The Fund may lose money if short-term or long-term interest rates rise 
sharply in a manner not anticipated by Fund management. To the extent the Fund invests in debt securities that 
may be prepaid at the option of the obligor, the sensitivity of such securities to changes in interest rates may 
increase (to the detriment of the Fund) when interest rates rise. Moreover, because rates on certain floating 
rate debt securities typically reset only periodically, changes in prevailing interest rates (and particularly sudden 
and significant changes) can be expected to cause some fluctuations in the net asset value of the Fund to the 
extent that it invests in floating rate debt securities. These basic principles of bond prices also apply to U.S. 
government securities. A security backed by the “full faith and credit” of the U.S. government is guaranteed only 
as to its stated interest rate and face value at maturity, not its current market price. Just like other income- or 
dividend-paying securities, government-guaranteed securities will fluctuate in value when interest rates change.

The Fund’s use of leverage will tend to increase the Fund’s interest rate risk. The Fund may invest in variable and 
floating rate debt instruments, which generally are less sensitive to interest rate changes than longer duration 
fixed rate instruments, but may decline in value in response to rising interest rates if, for example, the rates 
at which they pay interest do not rise as much, or as quickly, as market interest rates in general. Conversely, 
variable and floating rate instruments generally will not increase in value if interest rates decline. The Fund also 
may invest in inverse floating rate debt securities, which may decrease in value if interest rates increase, and 
which also may exhibit greater price volatility than fixed rate debt obligations with similar credit quality. To the 
extent the Fund holds variable or floating rate instruments, a decrease (or, in the case of inverse floating rate 
securities, an increase) in market interest rates will adversely affect the income received from such securities, 
which may adversely affect the net asset value of the Fund’s common shares.

Corporate Bonds Risk. The market value of a corporate bond generally may be expected to rise and fall 
inversely with interest rates. The market value of intermediate and longer-term corporate bonds is generally 
more sensitive to changes in interest rates than is the market value of shorter term corporate bonds. The market 
value of a corporate bond also may be affected by factors directly related to the issuer, such as investors’ 
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perceptions of the creditworthiness of the issuer, the issuer’s financial performance, perceptions of the issuer 
in the market place, performance of management of the issuer, the issuer’s capital structure and use of 
financial leverage and demand for the issuer’s goods and services. Certain risks associated with investments 
in corporate bonds are described elsewhere in this Annual Report in further detail, including under “—Fixed 
Income Securities Risks—Credit Risk,” “—Fixed Income Securities Risks—Interest Rate Risk,” “—Fixed Income 
Securities Risks—Prepayment Risk,” “—General Risks—Inflation Risk” and “—General Risks—Interest Rate 
Risk Generally.” There is a risk that the issuers of corporate bonds may not be able to meet their obligations 
on interest or principal payments at the time called for by an instrument. Corporate bonds of below investment 
grade quality are often high risk and have speculative characteristics and may be particularly susceptible to 
adverse issuer-specific developments. Corporate bonds of below investment grade quality are subject to the 
risks described herein under “—Non-Investment Grade Securities.”

Non-Investment Grade Securities. The Fund may invest in below investment-grade securities, also known as 
“junk bonds” or “high-yield securities.” These securities, which may be preferred stock or debt, are predominantly 
speculative and involve major risk exposure to adverse conditions. Securities that are rated lower than “BBB” 
by S&P or lower than “Baa” by Moody’s (or unrated securities of comparable quality) are referred to in the 
financial press as “junk bonds” or “high yield” securities and generally pay a premium above the yields of U.S. 
government securities or securities of investment grade issuers because they are subject to greater risks than 
these securities. These risks, which reflect their speculative character, include the following:

 ● greater volatility;
 ● greater credit risk and risk of default;
 ● potentially greater sensitivity to general economic or industry conditions;
 ● potential lack of attractive resale opportunities (illiquidity); and
 ● additional expenses to seek recovery from issuers who default.

In addition, the prices of these non-investment grade securities are more sensitive to negative developments, 
such as a decline in the issuer’s revenues or a general economic downturn, than are the prices of higher 
grade securities. Non-investment grade securities tend to be less liquid than investment grade securities. The 
market value of non-investment grade securities may be more volatile than the market value of investment 
grade securities and generally tends to reflect the market’s perception of the creditworthiness of the issuer and 
short-term market developments to a greater extent than investment grade securities, which primarily reflect 
fluctuations in general levels of interest rates.

Ratings are relative and subjective and not absolute standards of quality. Securities ratings are based largely on 
the issuer’s historical financial condition and the rating agencies’ analysis at the time of rating. Consequently, the 
rating assigned to any particular security is not necessarily a reflection of the issuer’s current financial condition. 
In light of these risks, the Investment Adviser, in evaluating the creditworthiness of an issuer, whether rated or 
unrated, will take various factors into consideration, which may include, as applicable, the issuer’s operating 
history, financial resources and its sensitivity to economic conditions and trends, the market support for the 
facility financed by the issue, the perceived ability and integrity of the issuer’s management and regulatory 
matters.



Bancroft Fund Ltd.
Additional Fund Information (Continued) (Unaudited)

51

Non-investment grade rated securities also present risks based on payment expectations. If an issuer calls the 
obligation for redemption (often a feature of fixed income securities), the Fund may have to replace the security 
with a lower yielding security, resulting in a decreased return for investors. Also, as the principal value of bonds 
and dividend-paying securities moves inversely with movements in interest rates, in the event of rising interest 
rates the value of the securities held by the Fund may decline proportionately more than a portfolio consisting 
of higher rated securities. Investments in zero coupon bonds may be more speculative and subject to greater 
fluctuations in value due to changes in interest rates than bonds that pay interest currently. Any increases in 
inflation and/or interest rates the future could cause the value of the Fund to decrease. Recently, inflation levels 
were at their highest in nearly 40 years, and the Federal Reserve engaged in a campaign to raise certain 
benchmark interest rates in an effort to combat inflation. As inflation increases, the real value of the Fund’s 
common stock and distributions therefore may decline. See “—Fixed Income Securities Risks—Duration and 
Maturity Risk” and “—General Risks—Interest Rate Risks Generally.”

The Fund may purchase securities of companies that are experiencing significant financial or business difficulties, 
including companies involved in bankruptcy or other reorganization and liquidation proceedings. Although such 
investments may result in significant financial returns to the Fund, they involve a substantial degree of risk. 
The level of analytical sophistication, both financial and legal, necessary for successful investments in issuers 
experiencing significant business and financial difficulties is unusually high. There can be no assurance that 
the Fund will correctly evaluate the value of the assets collateralizing its investments or the prospects for a 
successful reorganization or similar action. In any reorganization or liquidation proceeding relating to a portfolio 
investment, the Fund may lose all or part of its investment or may be required to accept collateral with a value 
less than the amount of the Fund’s initial investment.

As a part of its investments in non-investment grade securities, the Fund may invest in the securities of issuers 
in default. The Fund invests in securities of issuers in default only when the Investment Adviser believes that 
such issuers will honor their obligations and emerge from bankruptcy protection and that the value of such 
issuers’ securities will appreciate. By investing in the securities of issuers in default, the Fund bears the risk that 
these issuers will not continue to honor their obligations or emerge from bankruptcy protection or that the value 
of these securities will not otherwise appreciate.

In addition to using statistical rating agencies and other sources, the Investment Adviser will also perform its 
own analysis of issues in seeking investments that it believes to be underrated (and thus higher yielding) in 
light of the financial condition of the issuer. Its analysis of issuers may include, among other things, current 
and anticipated cash flow and borrowing requirements, value of assets in relation to historical cost, strength 
of management, responsiveness to business conditions, credit standing and current anticipated results of 
operations. In selecting investments for the Fund, the Investment Adviser may also consider general business 
conditions, anticipated changes in interest rates and the outlook for specific industries.

Subsequent to its purchase by the Fund, an issue of securities may cease to be rated or its rating may be 
reduced. In addition, it is possible that statistical rating agencies might change their ratings of a particular issue 
to reflect subsequent events on a timely basis. Moreover, such ratings do not assess the risk of a decline in 
market value. None of these events will require the sale of the securities by the Fund, although the Investment 
Adviser will consider these events in determining whether the Fund should continue to hold the securities.
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Fixed income securities, including non-investment grade securities and comparable unrated securities, 
frequently have call or buy-back features that permit their issuers to call or repurchase the securities from their 
holders, such as the Fund. If an issuer exercises these rights during periods of declining interest rates, the Fund 
may have to replace the security with a lower yielding security, thus resulting in a decreased return for the Fund.

The market for non-investment grade and comparable unrated securities has at various times, particularly 
during times of economic recession, experienced substantial reductions in market value and liquidity. Past 
recessions have adversely affected the ability of certain issuers of such securities to repay principal and pay 
interest thereon. The market for those securities could react in a similar fashion in the event of any future 
economic recession.

Inflation Risk. Inflation risk is the risk that the value of assets or income from investments will be worth less 
in the future as inflation decreases the value of money. Inflation rates may change frequently and significantly 
as a result of various factors, including unexpected shifts in the domestic or global economy and changes in 
economic policies, and the Fund’s investments may not keep pace with inflation, which may result in losses 
to Fund shareholders. As inflation increases, the real value of the Fund’s shares and dividends may decline. 
In addition, during any periods of rising inflation, interest rates of any debt securities held by the Fund would 
likely increase, which would tend to further reduce returns to shareholders. This risk is greater for fixed-income 
instruments with longer maturities.

Smaller Companies Investment Risk. The Fund may invest in the securities of smaller, less seasoned 
companies. Smaller companies offer investment opportunities and additional risks. They may not be well known 
to the investing public, may not be significantly owned by institutional investors and may not have steady earnings 
growth. These companies may have limited product lines and markets, as well as shorter operating histories, 
less experienced management and more limited financial resources than larger companies. In addition, the 
securities of such companies may be more vulnerable to adverse general market or economic developments, 
more volatile in price, have wider spreads between their bid and ask prices and have significantly lower trading 
volumes than the securities of larger capitalization companies. As such, securities of these smaller companies 
may be less liquid than those of larger companies, and may experience greater price fluctuations than larger 
companies. In addition, small-cap or mid-cap company securities may not be widely followed by investors, which 
may result in reduced demand.

As a result, the purchase or sale of more than a limited number of shares of the securities of a smaller company 
may affect its market price. The Investment Adviser may need a considerable amount of time to purchase or 
sell its positions in these securities, particularly when other Investment Adviser-managed accounts or other 
investors are also seeking to purchase or sell them.

The securities of smaller capitalization companies generally trade in lower volumes and are subject to greater 
and more unpredictable price changes than larger capitalization securities or the market as a whole. In addition, 
smaller capitalization securities may be particularly sensitive to changes in interest rates, borrowing costs and 
earnings. Investing in smaller capitalization securities requires a longer-term view.

Securities of emerging companies may lack an active secondary market and may be subject to more abrupt 
or erratic price movements than securities of larger, more established companies or stock market averages in 
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general. Competitors of certain companies, which may or may not be in the same industry, may have substantially 
greater financial resources than the companies in which the Fund may invest.

U.S. Government Securities and Credit Rating Downgrade Risk. The Fund may invest in direct obligations of 
the government of the United States or its agencies. Obligations issued or guaranteed by the U.S. government, 
its agencies, authorities and instrumentalities and backed by the full faith and credit of the U.S. guarantee only 
that principal and interest will be timely paid to holders of the securities. These entities do not guarantee that 
the value of such obligations will increase, and, in fact, the market values of such obligations may fluctuate. In 
addition, not all U.S. government securities are backed by the full faith and credit of the United States; some are 
the obligation solely of the entity through which they are issued. There is no guarantee that the U.S. government 
would provide financial support to its agencies and instrumentalities if not required to do so by law.

In 2011, S&P lowered its long-term sovereign credit rating on the U.S. to “AA+” from “AAA.” The downgrade by 
S&P increased volatility in both stock and bond markets, resulting in higher interest rates and higher Treasury 
yields, and increased the costs of all kinds of debt. On August 1, 2023, Fitch Ratings lowered its long-term 
sovereign credit rating on the U.S. to “AA+” from “AAA.” This and any further downgrades of U.S. credit ratings 
could have significant adverse effects on the U.S. economy generally and could result in significant adverse 
impacts on issuers of securities held by the Fund itself. The Investment Adviser cannot predict the effects 
of similar events in the future on the U.S. economy and securities markets or on the Fund’s portfolio. The 
Investment Adviser monitors developments and seeks to manage the Fund’s portfolio in a manner consistent 
with achieving the Fund’s investment objectives, but there can be no assurance that it will be successful in 
doing so and the Investment Adviser may not timely anticipate or manage existing, new or additional risks, 
contingencies or developments.

Foreign Securities Risk.  Investments in the securities of foreign issuers involve certain considerations and 
risks not ordinarily associated with investments in securities of domestic issuers and such securities may be 
more volatile than those of issuers located in the United States. Foreign companies are not generally subject to 
uniform accounting, auditing and financial standards and requirements comparable to those applicable to U.S. 
companies. Foreign securities exchanges, brokers and listed companies may be subject to less government 
supervision and regulation than exists in the United States. Dividend and interest income may be subject to 
withholding and other foreign taxes, which may adversely affect the net return on such investments. There 
may be difficulty in obtaining or enforcing a court judgment abroad. In addition, it may be difficult to effect 
repatriation of capital invested in certain countries. In addition, with respect to certain countries, there are risks 
of expropriation, confiscatory taxation, political or social instability or diplomatic developments that could affect 
assets of the Fund held in foreign countries. Dividend income the Fund receives from foreign securities may 
not be eligible for the special tax treatment applicable to qualified dividend income. Moreover, certain equity 
investments in foreign issuers classified as passive foreign investment companies may be subject to additional 
taxation risk.

There may be less publicly available information about a foreign company than a U.S. company. Foreign securities 
markets may have substantially less volume than U.S. securities markets and some foreign company securities 
are less liquid than securities of otherwise comparable U.S. companies. A portfolio of foreign securities may 
also be adversely affected by fluctuations in the rates of exchange between the currencies of different nations 
and by exchange control regulations. Foreign markets also have different clearance and settlement procedures 
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that could cause the Fund to encounter difficulties in purchasing and selling securities on such markets and 
may result in the Fund missing attractive investment opportunities or experiencing loss. In addition, a portfolio 
that includes foreign securities can expect to have a higher expense ratio because of the increased transaction 
costs on non-U.S. securities markets and the increased costs of maintaining the custody of foreign securities.

The Fund also may purchase ADRs or U.S. dollar denominated securities of foreign issuers. ADRs are receipts 
issued by U.S. banks or trust companies in respect of securities of foreign issuers held on deposit for use 
in the U.S. securities markets. While ADRs may not necessarily be denominated in the same currency as 
the securities into which they may be converted, many of the risks associated with foreign securities may 
also apply to ADRs. In addition, the underlying issuers of certain depositary receipts, particularly unsponsored 
or unregistered depositary receipts, are under no obligation to distribute shareholder communications to the 
holders of such receipts, or to pass through to them any voting rights with respect to the deposited securities.

The following provides more detail on certain pronounced risks with foreign investing:
 ● Foreign Currency Risk. The Fund may invest in companies whose securities are denominated or quot-

ed in currencies other than U.S. dollars or have significant operations or markets outside of the United 
States. In such instances, the Fund will be exposed to currency risk, including the risk of fluctuations in 
the exchange rate between U.S. dollars (in which the Fund’s shares are denominated) and such foreign 
currencies, the risk of currency devaluations and the risks of non-exchangeability and blockage. As non-
U.S. securities may be purchased with and payable in currencies of countries other than the U.S. dollar, 
the value of these assets measured in U.S. dollars may be affected favorably or unfavorably by changes 
in currency rates and exchange control regulations. Fluctuations in currency rates may adversely affect 
the ability of the Investment Adviser to acquire such securities at advantageous prices and may also 
adversely affect the performance of such assets.

Certain non-U.S. currencies, primarily in developing countries, have been devalued in the past and might 
face devaluation in the future. Currency devaluations generally have a significant and adverse impact on 
the devaluing country’s economy in the short and intermediate term and on the financial condition and 
results of companies’ operations in that country. Currency devaluations may also be accompanied by 
significant declines in the values and liquidity of equity and debt securities of affected governmental and 
private sector entities generally. To the extent that affected companies have obligations denominated in 
currencies other than the devalued currency, those companies may also have difficulty in meeting those 
obligations under such circumstances, which in turn could have an adverse effect upon the value of the 
Fund’s investments in such companies. There can be no assurance that current or future developments 
with respect to foreign currency devaluations will not impair the Fund’s investment flexibility, its ability to 
achieve its investment objectives or the value of certain of its foreign currency-denominated investments.

 ● Tax Consequences of Foreign Investing. The Fund’s transactions in foreign currencies, foreign curren-
cy-denominated debt obligations and certain foreign currency options, futures contracts and forward 
contracts (and similar instruments) may give rise to ordinary income or loss to the extent such income 
or loss results from fluctuations in the value of the foreign currency concerned. This treatment could 
increase or decrease the Fund’s ordinary income distributions to you, and may cause some or all of the 
Fund’s previously distributed income to be classified as a return of capital. In certain cases, the Fund 
may make an election to treat gain or loss attributable to certain investments as capital gain or loss.
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The effects of the collapse of the Euro, or of the exit of one or more countries from the EMU, on the U.S. 
and global economies and securities markets are impossible to predict and any such events could have 
a significant adverse impact on the value and risk profile of the Fund’s portfolio. Any partial or complete 
dissolution of the EMU could have significant adverse effects on currency and financial markets, and 
on the values of the Fund’s portfolio investments. If one or more EMU countries were to stop using the 
Euro as its primary currency, the Fund’s investments in such countries may be redenominated into a 
different or newly adopted currency. As a result, the value of those investments could decline significantly 
and unpredictably. In addition, securities or other investments that are redenominated may be subject to 
foreign currency risk, liquidity risk and valuation risk to a greater extent than similar investments currently 
denominated in Euros. To the extent a currency used for redenomination purposes is not specified in 
respect of certain EMU-related investments, or should the Euro cease to be used entirely, the currency in 
which such investments are denominated may be unclear, making such investments particularly difficult 
to value or dispose of. The Fund may incur additional expenses to the extent it is required to seek judicial 
or other clarification of the denomination or value of such securities.

 ● EMU and Redenomination Risk. As the European debt crisis progressed, the possibility of one or more 
Eurozone countries exiting the European Monetary Union (“EMU”), or even the collapse of the Euro 
as a common currency, arose, creating significant volatility at times in currency and financial markets 
generally. 

 ● Emerging Markets Risk. The considerations noted above in “Foreign Securities Risk” are generally inten-
sified for investments in emerging market countries. Emerging market countries typically have economic 
and political systems that are less fully developed, and can be expected to be less stable than those of 
more developed countries. Investing in securities of companies in emerging markets may entail special 
risks relating to potential political and economic instability and the risks of expropriation, nationalization, 
confiscation or the imposition of restrictions on foreign investment, the lack of hedging instruments and 
restrictions on repatriation of capital invested. Economies of such countries can be subject to rapid and 
unpredictable rates of inflation or deflation. Emerging securities markets are substantially smaller, less 
developed, less liquid and more volatile than the major securities markets. The limited size of emerging 
securities markets and limited trading volume compared to the volume of trading in U.S. securities could 
cause prices to be erratic for reasons apart from factors that affect the quality of the securities. For ex-
ample, limited market size may cause prices to be unduly influenced by traders who control large posi-
tions. Adverse publicity and investors’ perceptions, whether or not based on fundamental analysis, may 
decrease the value and liquidity of portfolio securities, especially in these markets. Other risks include 
high concentration of market capitalization and trading volume in a small number of issuers representing 
a limited number of industries, as well as a high concentration of investors and financial intermediaries; 
overdependence on exports, including gold and natural resources exports, making these economies 
vulnerable to changes in commodity prices; overburdened infrastructure and obsolete or unseasoned 
financial systems; environmental problems; less developed legal systems; and less reliable securities 
custodial services and settlement practices. Certain emerging markets may also face other significant 
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internal or external risks, including the risk of war and civil unrest. For all of these reasons, investments 
in emerging markets may be considered speculative.

 ● Eurozone Risk. A number of countries in the EU have experienced, and may continue to experience, 
severe economic and financial difficulties. In particular, many EU nations are susceptible to economic 
risks associated with high levels of debt, notably due to investments in sovereign debt of countries such 
as Greece, Italy, Spain, Portugal, and Ireland. As a result, financial markets in the EU have been subject 
to increased volatility and declines in asset values and liquidity. Responses to these financial problems 
by European governments, central banks, and others, including austerity measures and reforms, may 
not work, may result in social unrest, and may limit future growth and economic recovery or have other 
unintended consequences. Further defaults or restructurings by governments and others of their debt 
could have additional adverse effects on economies, financial markets, and asset valuations around the 
world. Greece, Ireland, and Portugal have already received one or more “bailouts” from other Eurozone 
member states, and it is unclear how much additional funding they will require or if additional Eurozone 
member states will require bailouts in the future. One or more other countries may also abandon the 
euro and/or withdraw from the EU, placing its currency and banking system in jeopardy. The impact of 
these actions, especially if they occur in a disorderly fashion, is not clear but could be significant and 
far-reaching.

 ● Brexit Risk. The United Kingdom ceased to be a member of the European Union (the “EU”) on January 
31, 2020 (“Brexit”). A Trade and Cooperation Agreement between the EU and the United Kingdom (the 
“TCA”) took effect on May 1, 2021, and now governs the relationship between the EU and the United 
Kingdom. While the TCA regulates a number of important areas, significant parts of the United Kingdom 
economy are not addressed in detail by the TCA, including in particular the services sector, which rep-
resents the largest component of the United Kingdom’s economy. As such, there remains uncertainty as 
to the scope, nature and terms of the relationship between the United Kingdom and the EU and the effect 
and implications of the TCA. Brexit may have a negative impact on the economy and currency of the 
United Kingdom and EU as a result of anticipated, perceived or actual changes to the United Kingdom’s 
economic and political relations with the EU. Brexit may also have a destabilizing impact on the EU to the 
extent other member states similarly seek to withdraw from the union. Any further exits of member states 
from the EU, or the possibility of such exits, would likely cause additional market disruption globally and 
introduce new legal and regulatory uncertainties. Any or all of these challenges may affect the value of 
the Fund’s investments that are economically tied to the United Kingdom or the EU, and could have an 
adverse impact on the Fund’s performance.

Restricted and Illiquid Securities Risk. Unregistered securities are securities that cannot be sold publicly 
in the United States without registration under the Securities Act. An illiquid investment is a security or other 
investment that cannot be disposed of within seven days in the ordinary course of business at approximately 
the value at which the Fund has valued the investment. Unregistered securities often can be resold only in 
privately negotiated transactions with a limited number of purchasers or in a public offering registered under 
the Securities Act. Considerable delay could be encountered in either event and, unless otherwise contractually 
provided for, the Fund’s proceeds upon sale may be reduced by the costs of registration or underwriting 
discounts. The difficulties and delays associated with such transactions could result in the Fund’s inability to 
realize a favorable price upon disposition of unregistered securities, and at times might make disposition of such 
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securities impossible. The Fund may be unable to sell illiquid investments when it desires to do so, resulting in 
the Fund obtaining a lower price or being required to retain the investment. Illiquid investments generally must 
be valued at fair value, which is inherently less precise than utilizing market values for liquid investments, and 
may lead to differences between the price a security is valued for determining the Fund’s net asset value and 
the price the Fund actually receives upon sale.

Special Risks Related to Investment in Derivatives. The Fund may participate in certain derivative 
transactions, as described herein. Such transactions entail certain execution, market, liquidity, hedging and tax 
risks. Participation in derivatives transactions involves investment risks and transaction costs to which the Fund 
would not be subject absent the use of these strategies. If the Investment Adviser’s prediction of movements in 
the direction of the securities or other referenced instruments or markets is inaccurate, the consequences to the 
Fund may leave the Fund in a worse position than if it had not used such strategies. Risks inherent in the use 
of derivative transactions include:

 ● dependence on the Investment Adviser’s ability to predict correctly movements in the direction of the 
relevant measure;

 ● imperfect correlation between the price of the derivative instrument and movements in the prices of the 
referenced assets;

 ● the fact that skills needed to use these strategies are different from those needed to select portfolio 
securities;

 ● the possible absence of a liquid secondary market for any particular instrument at any time;
 ● the possible need to defer closing out certain positions to avoid adverse tax consequences;
 ● the possible inability of the Fund to purchase or sell a security or instrument at a time that otherwise 

would be favorable for it to do so, or the possible need for the Fund to sell a security or instrument at a 
disadvantageous time due to a need for the Fund to remain in compliance with the 1940 Act restrictions 
regarding derivatives transactions; and

 ● the creditworthiness of counterparties.

Options, futures contracts, swaps 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 United States, may not involve a clearing mechanism and related guarantees, and 
are subject to the risk of governmental actions affecting trading in, or the prices of, foreign securities. The value 
of such positions also could be adversely affected by (i) other complex foreign political, legal and economic 
factors, (ii) lesser availability than in the United States of data on which to make trading decisions, (iii) delays in 
the ability of the Fund to act upon economic events occurring in the foreign markets during non-business hours 
in the United States, (iv) the imposition of different exercise and settlement terms and procedures and margin 
requirements than in the United States, and (v) less trading volume. Exchanges on which options, futures, 
swaps and options on futures or swaps are traded may impose limits on the positions that the Fund may take 
in certain circumstances.

Many over-the-counter (“OTC”) derivatives are valued on the basis of dealers’ pricing of these instruments. 
However, the price at which dealers value a particular derivative and the price which the same dealers would 
actually be willing to pay for such derivative should the Fund wish or be forced to sell such position may be 
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materially different. Such differences can result in an overstatement of the Fund’s net asset value and may 
materially adversely affect the Fund in situations in which the Fund is required to sell derivative instruments. 
Exchange-traded derivatives and OTC derivative transactions submitted for clearing through a central 
counterparty have become subject to minimum initial and variation margin requirements set by the relevant 
clearinghouse, as well as possible margin requirements mandated by the SEC or the CFTC. These regulators 
also have broad discretion to impose margin requirements on non-cleared OTC derivatives. These margin 
requirements will increase the overall costs for the Fund.

While hedging can reduce or eliminate losses, it can also reduce or eliminate gains. Hedges are sometimes 
subject to imperfect matching between the derivative and the underlying security, and there can be no assurance 
that the Fund’s hedging transactions will be effective. Derivatives may give rise to a form of leverage and may 
expose the Fund to greater risk and increase its costs. Future CFTC or SEC rulemakings could potentially further 
limit or completely restrict the Fund’s ability to use these instruments as a part of the Fund’s investment strategy, 
increase the costs of using these instruments or make them less effective. Limits or restrictions applicable to 
the counterparties with which the Fund engages in derivative transactions could also prevent the Fund from 
using these instruments or affect the pricing or other factors relating to these instruments or may change the 
availability of certain investments. New regulation may make derivatives more costly, may limit the availability of 
derivatives, or may otherwise adversely affect the value or performance of derivatives.

Counterparty Risk. The Fund will be subject to credit risk with respect to the counterparties to the derivative 
contracts purchased by the Fund. If a counterparty becomes bankrupt or otherwise fails to perform its obligations 
under a derivative contract due to financial difficulties, the Fund may experience significant delays in obtaining 
any recovery under the derivative contract in bankruptcy or other reorganization proceeding. The Fund may 
obtain only a limited recovery or may obtain no recovery in such circumstances.

The counterparty risk for cleared derivatives is generally lower than for uncleared OTC derivative transactions 
since generally a clearing organization becomes substituted for each counterparty to a cleared derivative 
contract and, in effect, guarantees the parties’ performance under the contract as each party to a trade looks 
only to the clearing organization for performance of financial obligations under the derivative contract. However, 
there can be no assurance that a clearing organization, or its members, will satisfy its obligations to the Fund, 
or that the Fund would be able to recover the full amount of assets deposited on its behalf with the clearing 
organization in the event of the default by the clearing organization or the Fund’s clearing broker. In addition, 
cleared derivative transactions benefit from daily marking-to-market and settlement, and segregation and 
minimum capital requirements applicable to intermediaries. Uncleared OTC derivative transactions generally 
do not benefit from such protections. This exposes the Fund to the risk that a counterparty will not settle a 
transaction in accordance with its terms and conditions because of a dispute over the terms of the contract 
(whether or not bona fide) or because of a credit or liquidity problem, thus causing the Fund to suffer a loss. Such 
“counterparty risk” is accentuated for contracts with longer maturities where events may intervene to prevent 
settlement, or where the Fund has concentrated its transactions with a single or small group of counterparties.

Short Sales Risk. Short-selling involves selling securities which may or may not be owned and borrowing the 
same securities for delivery to the purchaser, with an obligation to replace the borrowed securities at a later 
date. If the price of the security sold short increases between the time of the short sale and the time the Fund 
replaces the borrowed security, the Fund will incur a loss; conversely, if the price declines, the Fund will realize 
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a capital gain. Any gain will be decreased, and any loss will be increased, by the transaction costs incurred by 
the Fund, including the costs associated with providing collateral to the broker-dealer (usually cash and liquid 
securities) and the maintenance of collateral with its custodian. Although the Fund’s gain is limited to the price 
at which it sold the security short, its potential loss is theoretically unlimited.

However, if the short seller does not own the securities sold short (an uncovered short sale), the borrowed 
securities must be replaced by securities purchased at market prices in order to close out the short position, and 
any appreciation in the price of the borrowed securities would result in a loss. Uncovered short sales expose 
the Fund to the risk of uncapped losses until a position can be closed out due to the lack of an upper limit on 
the price to which a security may rise. Purchasing securities to close out the short position can itself cause the 
price of the securities to rise further, thereby exacerbating the loss. There is the risk that the securities borrowed 
by the Fund in connection with a short-sale must be returned to the securities lender on short notice. If a 
request for return of borrowed securities occurs at a time when other short-sellers of the security are receiving 
similar requests, a “short squeeze” can occur, and the Fund may be compelled to replace borrowed securities 
previously sold short with purchases on the open market at the most disadvantageous time, possibly at prices 
significantly in excess of the proceeds received at the time the securities were originally sold short.

In September 2008, in response to spreading turmoil in the financial markets, the SEC temporarily banned 
short selling in the stocks of numerous financial services companies, and also promulgated new disclosure 
requirements with respect to short positions held by investment managers. The SEC’s temporary ban on short 
selling of such stocks has since expired, but should similar restrictions and/or additional disclosure requirements 
be promulgated, especially if market turmoil occurs, the Fund may be forced to cover short positions more quickly 
than otherwise intended and may suffer losses as a result. Such restrictions may also adversely affect the ability 
of the Fund to execute its investment strategies generally. Similar emergency orders were also instituted in non-
U.S. markets in response to increased volatility. The Fund’s ability to engage in short sales is also restricted by 
various regulatory requirements relating to short sales.

Significant Holdings Risk. The Fund may invest up to 25% of its total assets in securities of a single industry. 
Should the Fund choose to do so, the net asset value of the Fund will be more susceptible to factors affecting 
those particular types of companies, which, depending on the particular industry, may include, among 
others: governmental regulation; inflation; cost increases in raw materials, fuel and other operating expenses; 
technological innovations that may render existing products and equipment obsolete; and increasing interest 
rates resulting in high interest costs on borrowings needed for capital investment, including costs associated 
with compliance with environmental and other regulations. In such circumstances, the Fund’s investments may 
be subject to greater risk and market fluctuation than a fund that had securities representing a broader range 
of industries.

Healthcare Sector Risk. The Fund has in the past invested, and may in the future invest, a significant portion 
of its total assets in securities issued by companies in the healthcare sector. The profitability of companies in 
the healthcare sector may be affected by legislative activities and extensive government regulations, restrictions 
on government reimbursement for medical expenses, rising costs of medical products and services, pricing 
pressure, an increased emphasis on outpatient services, limited number of products, industry innovation, 
changes in technologies and other market developments. Many healthcare companies are heavily dependent 
on patent protection. The expiration of a company’s patents may adversely affect that company’s profitability. 
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Many healthcare companies are subject to extensive civil litigation based on product liability and similar claims. 
Healthcare companies are subject to competitive forces that may make it difficult to raise prices and, in fact, 
may result in price discounting. Many new products in the healthcare sector may be subject to regulatory 
approvals. The process of obtaining such approvals may be long and costly, and such efforts ultimately may be 
unsuccessful. Companies in the healthcare sector may be thinly capitalized and may be susceptible to product 
obsolescence.

Information Technology Sector Risk. The Fund has in the past invested, and may in the future invest, a 
significant portion of its total assets in securities issued by information technology companies. Information 
technology companies face intense competition, both domestically and internationally, which may have an 
adverse effect on profit margins. These companies are heavily dependent on patent protection and the expiration 
of or infringement on patents may adversely affect the profitability of such companies.

The securities of information technology companies tend to exhibit a greater degree of market risk and sharp 
price fluctuations than other types of securities. These securities may fall in and out of favor with investors 
rapidly, which may cause sudden selling and dramatically lower market prices. Technology securities also may 
be affected adversely by changes in technology, consumer and business purchasing patterns, government 
regulation, product and/or service obsolescence, unpredictable changes in growth rates and competition for 
the services of qualified personnel. In addition, a rising interest rate environment tends to negatively affect 
information technology companies. These companies having high market valuations may appear less attractive 
to investors, which may cause sharp decreases in their market prices. Further, those information technology 
companies seeking to finance expansion would have increased borrowing costs, which may negatively impact 
earnings.

Financial Services Company Risk. The Fund has in the past invested, and may in the future invest, a 
significant portion of its total assets in securities issued by financial services companies. Financial services are 
generally involved in banking, mortgage finance, consumer finance, specialized finance, investment banking 
and brokerage, asset management and custody, corporate lending, insurance, financial investments, or real.

The profitability of many types of financial services companies may be adversely affected in certain market 
cycles, including periods of rising interest rates, which may restrict the availability and increase the cost 
of capital, and declining economic conditions, which may cause credit losses due to financial difficulties of 
borrowers. Financial services companies are also subject to extensive government regulation, including policy 
and legislative changes in the United States and other countries.

Additional risks include the effects of changes in interest rates on the profitability of financial services 
companies, the rate of corporate and consumer debt defaults, price competition, governmental limitations on a 
company’s loans, other financial commitments, product lines and other operations, and recent ongoing changes 
in financial services companies (including consolidations, development of new products and changes to such 
companies’ regulatory framework). Some financial services companies have recently experienced significant 
losses in value and the possible recapitalization of such companies may present greater risks of loss. Insurance 
companies have additional risks, such as heavy price competition, claims activity and marketing competition, 
and can be particularly sensitive to specific events such as man-made and natural disasters (including weather 
catastrophes), terrorism, mortality risks and morbidity rates.
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Leverage Risk. The Fund currently uses financial leverage for investment purposes by issuing preferred shares. 
As of September 30, 2024, the amount of leverage represented approximately 21% of the Fund’s net assets. 
The Fund’s leveraged capital structure creates special risks not associated with unleveraged funds that have 
a similar investment objective and policies. These include the possibility of greater loss and the likelihood of 
higher volatility of the net asset value of the Fund and the asset coverage for any preferred shares or debt 
outstanding. Such volatility may increase the likelihood of the Fund having to sell investments in order to meet 
its obligations to make distributions on the preferred shares or principal or interest payments on debt securities, 
or to redeem preferred shares or repay debt, when it may be disadvantageous to do so. The Fund’s use of 
leverage may require it to sell portfolio investments at inopportune times in order to raise cash to redeem 
preferred shares or otherwise de-leverage so as to maintain required asset coverage amounts or comply with 
the mandatory redemption terms of any outstanding preferred shares. The use of leverage magnifies both the 
favorable and unfavorable effects of price movements in the investments made by the Fund. To the extent the 
Fund is leveraged in its investment operations, the Fund will be subject to substantial risk of loss. The Fund 
cannot assure that borrowings or the issuance of preferred shares or notes will result in a higher yield or return 
to the holders of the common shares. Also, to the extent the Fund utilizes leverage, a decline in net asset value 
could affect the ability of the Fund to make common share distributions and such a failure to make distributions 
could result in the Fund ceasing to qualify as a RIC under the Code. For more information regarding the risks 
of a leverage capital structure to holders of the Fund’s common shares, see “—Special Risks to Holders of 
Common Shares—Leverage Risk.”

Market Discount Risk. The Fund is a diversified, closed-end management investment company. Whether 
investors will realize gains or losses upon the sale of additional securities of the Fund will depend upon the 
market price of the securities at the time of sale, which may be less or more than the Fund’s net asset value 
per share or the liquidation value of any Fund preferred shares issued. Since the market price of any additional 
securities the Fund may issue will be affected by such factors as the Fund’s dividend and distribution levels 
(which are in turn affected by expenses), dividend and distribution stability, net asset value, market liquidity, the 
relative demand for and supply of such securities in the market, general market and economic conditions and 
other factors beyond the control of the Fund, we cannot predict whether any such securities will trade at, below 
or above net asset value or at, below or above their public offering price or at, below or above their liquidation 
value, as applicable. For example, common shares of closed-end funds often trade at a discount to their net 
asset values and the Fund’s common shares may trade at such a discount. This risk may be greater for investors 
expecting to sell their securities of the Fund soon after the completion of a public offering for such securities. 
The risk of a market price discount from net asset value is separate and in addition to the risk that net asset 
value itself may decline. The Fund’s securities are designed primarily for long-term investors, and investors in 
the shares should not view the Fund as a vehicle for trading purposes.

Long-Term Objective; Not a Complete Investment Program. The Fund is intended for investors seeking 
long-term growth of capital. The Fund is not meant to provide a vehicle for those who wish to play short-
term swings in the stock market. An investment in shares of the Fund should not be considered a complete 
investment program. Each shareholder should take into account the Fund’s investment objectives as well as the 
shareholder’s other investments when considering an investment in the Fund.
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Management Risk. The Fund is subject to management risk because it is an actively managed portfolio. The 
Investment Adviser will apply investment techniques and risk analyses in making investment decisions for the 
Fund, but there can be no guarantee that these will produce the desired results.

Decision-Making Authority Risk. Investors have no authority to make decisions or to exercise business 
discretion on behalf of the Fund, except as set forth in the Fund’s governing documents. The authority for all 
such decisions is generally delegated to the Board, who in turn, has delegated the day-to-day management of 
the Fund’s investment activities to the Investment Adviser, subject to oversight by the Board.

Dependence on Key Personnel. The Investment Adviser is dependent upon the expertise of Messrs. Thomas 
Dinsmore and James Dinsmore, who serve as the Fund’s portfolio managers, in providing advisory services 
with respect to the Fund’s investments. If the Investment Adviser were to lose the services of Mr. Thomas 
Dinsmore or Mr. James Dinsmore, its ability to service the Fund could be adversely affected. There can be no 
assurance that a suitable replacement could be found for Mr. Thomas Dinsmore or Mr. James Dinsmore in the 
event of their death, resignation, retirement or inability to act on behalf of the Investment Adviser.

Market Disruption and Geopolitical Risk. The occurrence of events similar to those in recent years, such 
as localized wars, instability, new and ongoing pandemics, epidemics or outbreaks of infectious diseases in 
certain parts of the world, natural/environmental disasters in certain parts of the world, terrorist attacks in 
the United States and around the world, trade or tariff arrangements, social and political discord, debt crises, 
sovereign debt downgrades, increasingly strained relations between the United States and a number of foreign 
countries, including traditional allies, historical adversaries and the international community generally, new and 
continued political unrest in various countries, the exit or potential exit of one or more countries from the EU or 
the Economic and Monetary Union, continued changes in the balance of political power among and within the 
branches of the U.S. government, and government shutdowns, among others, may result in market volatility, 
may have long-term effects on the United States and worldwide financial markets, and may cause further 
economic uncertainties in the United States and worldwide.

The consequences of the conflict between Russia and Ukraine, including international sanctions, the potential 
impact on inflation and increased disruption to supply chains may impact our portfolio companies, result in 
an economic downturn or recession either globally or locally in the U.S. or other economics, reduce business 
activity, spawn additional conflicts (whether in the form of traditional military action, reignited “cold” wars or in the 
form a virtual warfare such as cyberattacks) with similar and perhaps wider ranging impacts and consequences 
and have an adverse impact on the Fund’s returns and net asset value. The current contentious domestic 
political environment, as well as political and diplomatic events within the United States and abroad, such 
as the U.S. government’s inability at times to agree on a long-term budget and deficit reduction plan, may 
in the future result in additional government shutdowns, which could have a material adverse effect on the 
Funds’ investments and operations. In addition, the Funds’ ability to raise additional capital in the future through 
the sale of securities could be materially affected by a government shutdown. Additional and/or prolonged 
U.S. government shutdowns may affect investor and consumer confidence and may adversely impact financial 
markets and the broader economy, perhaps suddenly and to a significant degree.

Uncertainty and periods of volatility still remain, and risks to a robust resumption of growth persist. Federal 
Reserve policy, including with respect to certain interest rates, may adversely affect the value, volatility and 
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liquidity of dividend and interest paying securities. Market volatility, dramatic changes to interest rates and/or 
a return to unfavorable economic conditions may lower the Fund’s performance or impair the Fund’s ability to 
achieve its investment objective.

The occurrence of any of the above events could have a significant adverse impact on the value and risk profile 
of the Fund’s portfolio. It is not known how long the securities markets may be affected by similar events, and 
the effects of similar events in the future on the U.S. economy and securities markets cannot be predicted. There 
can be no assurance that similar events and other market disruptions will not have other material and adverse 
implications.

The rules dealing with U.S. federal income taxation are constantly under review by persons involved in the 
legislative process and by the IRS and the U.S. Treasury Department. The effect of any changes to the Code on 
the value of our assets or the Fund’s common shares or market conditions generally is uncertain.

Economic Events and Market Risk. Periods of market volatility remain, and may continue to occur in the 
future, in response to various political, social and economic events both within and outside of the United States. 
These conditions have resulted in, and in many cases continue to result in, greater price volatility, less liquidity, 
widening credit spreads and a lack of price transparency, with many securities remaining illiquid and of uncertain 
value. Such market conditions may adversely affect the Fund, including by making valuation of some of the 
Fund’s securities uncertain and/or result in sudden and significant valuation increases or declines in the Fund’s 
holdings. If there is a significant decline in the value of the Fund’s portfolio, this may impact the asset coverage 
levels for the Fund’s outstanding leverage.

Risks resulting from any future debt or other economic crisis could also have a detrimental impact on the global 
economic recovery, the financial condition of financial institutions and our business, financial condition and 
results of operation. Market and economic disruptions have affected, and may in the future affect, consumer 
confidence levels and spending, personal bankruptcy rates, levels of incurrence and default on consumer 
debt and home prices, among other factors. To the extent uncertainty regarding the U.S. or global economy 
negatively impacts consumer confidence and consumer credit factors, our business, financial condition and 
results of operations could be significantly and adversely affected. Downgrades to the credit ratings of major 
banks could result in increased borrowing costs for such banks and negatively affect the broader economy. 
Moreover, Federal Reserve policy, including with respect to certain interest rates, may also adversely affect 
the value, volatility and liquidity of dividend- and interest-paying securities. Market volatility, rising interest rates 
and/or a return to unfavorable economic conditions could impair the Fund’s ability to achieve its investment 
objectives.

Regulation and Government Intervention Risk.  Changes enacted by the current or future presidential 
administration could significantly impact the regulation of financial markets in the U.S. Areas subject to potential 
change, amendment or repeal include trade and foreign policy, corporate tax rates, energy and infrastructure 
policies, the environment and sustainability, criminal and social justice initiatives, immigration, healthcare and 
the oversight of certain federal financial regulatory agencies and the Federal Reserve. Certain of these changes 
can, and have, been effectuated through executive order. For example, the current administration has taken 
steps to rejoin the Paris climate accord of 2015 and incentivize certain clean energy technologies, cancel the 
Keystone XL pipeline, provide military support to Ukraine and change immigration enforcement priorities. Other 
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potential changes that could be pursued by the current presidential administration could include an increase in 
the corporate income tax rate; changes to regulatory enforcement priorities; and spending on clean energy and 
infrastructure. It is not possible to predict which, if any, of these actions will be taken or, if taken, their effect on 
the economy, securities markets or the financial stability of the U.S. The Fund may be affected by governmental 
action in ways that are not foreseeable, and there is a possibility that such actions could have a significant 
adverse effect on the Fund and the Fund’s ability to achieve its investment objectives.

Additional risks arising from the differences in expressed policy preferences among the various constituencies 
in the branches of the U.S. government has led in the past, and may lead in the future, to short-term or 
prolonged policy impasses, which could, and has, resulted in shutdowns of the U.S. federal government. U.S. 
federal government shutdowns, especially prolonged shutdowns, could have a significant adverse impact on the 
economy in general and could impair the ability of issuers to raise capital in the securities markets. Any of these 
effects could have a material adverse effect on the Fund’s net asset value.

In addition, the rules dealing with the U.S. federal income taxation are constantly under review by persons 
involved in the legislative process and by the IRS and the U.S. Treasury Department. The effect of any changes 
to the Code is uncertain, both in terms of the direct effect on the taxation of an investment in the Fund’s shares 
and their indirect effect on the value of the Fund’s assets, Fund shares or market conditions generally.

In addition, the U.S. government has proposed and adopted multiple regulations that could have a long-lasting 
impact on the Fund and on the closed-end fund industry in general. The SEC’s final rules and amendments 
that modernize reporting and disclosure, along with other potential upcoming regulations, could, among other 
things, restrict the Fund’s ability to engage in transactions, and/or increase overall expenses of the Fund.

The Fund may be affected by governmental action in ways that are not foreseeable, and there is a possibility 
that such actions could have a significant adverse effect on the Fund and its ability to achieve its investment 
objective (s).

Deflation Risk . Deflation risk is the risk that prices throughout the economy decline over time, which may have 
an adverse effect on the market valuation of companies, their assets and their revenues. In addition, deflation 
may have an adverse effect on the creditworthiness of issuers and may make issuer default more likely, which 
may result in a decline in the value of the Fund’s portfolio.

Loans of Portfolio Securities Risk.  Consistent with applicable regulatory requirements and the Fund’s 
investment restrictions, the Fund may lend its portfolio securities to securities broker-dealers or financial 
institutions; provided that such loans are callable at any time by the Fund (subject to notice provisions described 
below), and are at all times collateralized by cash or cash equivalents which are maintained at all times in an 
amount equal to at least 100% of the market value, determined daily, of the loaned securities. The advantage 
of such loans is that the Fund continues to receive the income on the loaned securities while at the same time 
earning interest on the cash amounts deposited as collateral, which will be invested in short-term highly liquid 
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, which means that “cash equivalents” accepted as collateral 
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will be limited to securities issued or guaranteed by the U.S. Government or its agencies or instrumentalities 
or irrevocable letters of credit issued by a bank (other than a borrower of the Fund’s portfolio securities or any 
affiliate of such borrower) which qualifies as a custodian bank for an investment company under the 1940 Act. 
The Fund’s ability to lend portfolio securities may be limited by rating agency guidelines (if any).

A loan may generally be terminated by the borrower on one business days’ notice, or by the Fund at any time 
thereby requiring the borrower to redeliver the borrowed securities within the normal and customary settlement 
time for securities transactions. If the borrower fails to deliver the loaned securities within the normal and 
customary settlement time for securities transactions, the Fund could use the collateral to replace the securities 
while holding the borrower liable for any excess of replacement cost over the value of the collateral pledged 
by the borrower. As with any extensions of credit, there are risks of delay in recovery and in some cases even 
loss of rights in the collateral should the borrower of the securities violate the terms of the loan or fail financially. 
However, these loans of portfolio securities will only be made to firms deemed by the Investment Adviser to be 
creditworthy and when the income which can be earned from such loans justifies the attendant risks. The Board 
will oversee the creditworthiness of the contracting parties on an ongoing basis. Upon termination of the loan, 
the borrower is required to return the securities to the Fund. Any gain or loss in the market price during the loan 
period would inure to the Fund.

The risks associated with loans of portfolio securities are substantially similar to those associated with 
repurchase agreements. Thus, if the counterparty to the loan petitions for bankruptcy or becomes subject to 
the United States Bankruptcy Code, the law regarding the rights of the Fund is unsettled. As a result, under 
extreme circumstances, there may be a restriction on the Fund’s ability to sell the collateral and the Fund would 
suffer a loss. Moreover, because the Fund will re-invest any cash collateral it receives, as described above, the 
Fund is subject to the risk that the value of the investments it makes will decline and result in losses to the Fund. 
These losses, in extreme circumstances such as the 2007-2009 financial crisis, could be substantial and have 
a significant adverse impact on the Fund and its shareholders. When voting or consent rights which accompany 
loaned securities pass to the borrower, the Fund will follow the policy of calling the loaned securities, to be 
delivered within one day after notice, to permit the exercise of such rights if the matters involved would have 
a material effect on the Fund’s investment in such loaned securities. The Fund will pay reasonable finder’s, 
administrative and custodial fees in connection with a loan of its securities, and may also pay fees to one or 
more securities lending agents and/or pay other fees or rebates to borrowers.

Investment Dilution Risk. The Fund’s investors do not have preemptive rights to any shares the Fund may 
issue in the future. The Fund’s Declaration of Trust authorizes it to issue an unlimited number of shares. The 
Board may make certain amendments to the Declaration of Trust. After an investor purchases shares, the Fund 
may sell additional shares or other classes of shares in the future or issue equity interests in private offerings. 
To the extent the Fund issues additional equity interests after an investor purchases its shares, such investor’s 
percentage ownership interest in the Fund will be diluted.

Legal, Tax and Regulatory Risks. Legal, tax and regulatory changes could occur that may have material 
adverse effects on the Fund or its shareholders. For example, the regulatory and tax environment for derivative 
instruments in which the Fund may participate is evolving, and such changes in the regulation or taxation of 
derivative instruments may have material adverse effects on the value of derivative instruments held by the 
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Fund and the ability of the Fund to pursue its investment strategies. Changes to the U.S. federal tax laws and 
interpretations thereof could adversely affect an investment in the Fund.

We cannot assure you what percentage of the distributions paid on the Fund’s shares, if any, will consist of 
tax-advantaged qualified dividend income or long-term capital gains or what the tax rates on various types of 
income will be in future years.

To qualify for the favorable U.S. federal income tax treatment generally accorded to RICs, the Fund must, among 
other things, meet certain asset diversification tests, derive in each taxable year at least 90% of its gross income 
from certain prescribed sources and distribute for each taxable year at least 90% of its “investment company 
taxable income.” Statutory limitations on distributions on the common shares if the Fund fails to satisfy the 1940 
Act’s asset coverage requirements could jeopardize the Fund’s ability to meet such distribution requirements. 
While the Fund presently intends to purchase or redeem notes or preferred shares, if any, to the extent necessary 
in order to maintain compliance with such asset coverage requirements, there can be no assurance that such 
actions can be effected in time to meet the Code requirements. If for any taxable year the Fund does not qualify 
as a RIC, all of its taxable income for that year (including its net capital gain) would be subject to tax at regular 
corporate rates without any deduction for distributions to shareholders, and such distributions would be taxable 
as ordinary dividends to the extent of the Fund’s current and accumulated earnings and profits. The resulting 
corporate taxes would materially reduce the Fund’s net assets and the amount of cash available for distribution 
to shareholders. For a more complete discussion of these and other U.S. federal income tax considerations. 
See “Taxation."

1940 Act Regulation. The Fund is a registered closed-end investment company and as such is subject to 
regulations under the 1940 Act. Generally speaking, any contract or provision thereof that is made, or where 
performance involves a violation of the 1940 Act or any rule or regulation thereunder is unenforceable by either 
party unless a court finds otherwise.

Legislation Risk. At any time after the date of this Annual Report, legislation may be enacted that could 
negatively affect the assets of the Fund. Legislation or regulation may change the way in which the Fund itself 
is regulated. The Investment Adviser cannot predict the effects of any new governmental regulation that may be 
implemented and there can be no assurance that any new governmental regulation will not adversely affect the 
Fund’s ability to achieve its investment objectives.

Reliance on Service Providers Risk. The Fund must rely upon the performance of service providers to 
perform certain functions, which may include functions that are integral to the Fund’s operations and financial 
performance. Failure by any service provider to carry out its obligations to the Fund in accordance with the 
terms of its appointment, to exercise due care and skill or to perform its obligations to the Fund at all as a result 
of insolvency, bankruptcy or other causes could have a material adverse effect on the Fund’s performance and 
returns to shareholders. The termination of the Fund’s relationship with any service provider, or any delay in 
appointing a replacement for such service provider, could materially disrupt the business of the Fund and could 
have a material adverse effect on the Fund’s performance and returns to shareholders.

Cyber Security Risk. The Fund and its service providers are susceptible to cyber security risks that include, 
among other things, theft, unauthorized monitoring, release, misuse, loss, destruction or corruption of confidential 
and highly restricted data; denial of service attacks; unauthorized access to relevant systems, compromises to 



Bancroft Fund Ltd.
Additional Fund Information (Continued) (Unaudited)

67

networks or devices that the Fund and its service providers use to service the Fund’s operations; or operational 
disruption or failures in the physical infrastructure or operating systems that support the Fund and its service 
providers. Cyber attacks are becoming increasingly common and more sophisticated, and may be perpetrated by 
computer hackers, cyber-terrorists or others engaged in corporate espionage. Cyber attacks against or security 
breakdowns of the Fund or its service providers may adversely impact the Fund and its stockholders, potentially 
resulting in, among other things, financial losses; the inability of Fund stockholders to transact business and 
the Fund to process transactions; inability to calculate the Fund’s NAV; violations of applicable privacy and 
other laws; regulatory fines, penalties, reputational damage, reimbursement or other compensation costs; and/
or additional compliance costs. The Fund may incur additional costs for cyber security risk management and 
remediation purposes. In addition, cyber security risks may also impact issuers of securities in which the Fund 
invests, which may cause the Fund’s investment in such issuers to lose value. There have been a number 
of recent highly publicized cases of companies reporting the unauthorized disclosure of client or customer 
information, as well as cyberattacks involving the dissemination, theft and destruction of corporate information 
or other assets, as a result of failure to follow procedures by employees or contractors or as a result of actions 
by third parties, including actions by terrorist organizations and hostile foreign governments. Although service 
providers typically have policies and procedures, business continuity plans and/or risk management systems 
intended to identify and mitigate cyber incidents, there are inherent limitations in such plans and systems 
including the possibility that certain risks have not been identified. Furthermore, the Fund cannot control the 
cyber security policies, plans and systems put in place by its service providers or any other third parties whose 
operations may affect the Fund or its shareholders. There can be no assurance that the Fund or its service 
providers will not suffer losses relating to cyber attacks or other information security breaches in the future.

Because technology is consistently changing, new ways to carry out cyber attacks are always developing. 
Therefore, there is a chance that some risks have not been identified or prepared for, or that an attack may not 
be detected, which puts limitations on the Fund’s ability to plan for or respond to a cyber attack. In addition to 
deliberate cyber attacks, unintentional cyber incidents can occur, such as the inadvertent release of confidential 
information by the Fund or its service providers. Like other funds and business enterprises, the Fund and its 
service providers are subject to the risk of cyber incidents occurring from time to time.

Misconduct of Employees and of Service Providers Risk. Misconduct or misrepresentations by employees 
of the Investment Adviser or the Fund’s service providers could cause significant losses to the Fund. Employee 
misconduct may include binding the Fund to transactions that exceed authorized limits or present unacceptable 
risks and unauthorized trading activities, concealing unsuccessful trading activities (which, in any case, may 
result in unknown and unmanaged risks or losses) or making misrepresentations regarding any of the foregoing. 
Losses could also result from actions by the Fund’s service providers, including, without limitation, failing to 
recognize trades and misappropriating assets. In addition, employees and service providers may improperly use 
or disclose confidential information, which could result in litigation or serious financial harm, including limiting 
the Fund’s business prospects or future marketing activities. Despite the Investment Adviser’s due diligence 
efforts, misconduct and intentional misrepresentations may be undetected or not fully comprehended, thereby 
potentially undermining the Investment Adviser’s due diligence efforts. As a result, no assurances can be given 
that the due diligence performed by the Investment Adviser will identify or prevent any such misconduct.
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Anti-Takeover Provisions. The Agreement and Declaration of Trust and By-Laws of the Fund include provisions 
that could limit the ability of other entities or persons to acquire control of the Fund or convert the Fund to an 
open-end fund.

Special Risks to Holders of Common Shares

Dilution Risk. If the Fund determines to conduct a rights offering to subscribe for common shares, holders of 
common shares may experience dilution or accretion of the aggregate net asset value of their common shares. 
Such dilution or accretion will depend upon whether (i) such shareholders participate in the rights offering and 
(ii) the Fund’s net asset value per common share is above or below the subscription price on the expiration date 
of the rights offering.

Shareholders who do not exercise their subscription rights may, at the completion of such an offering, own a 
smaller proportional interest in the Fund than if they exercised their subscription rights. As a result of such an 
offering, a shareholder may experience dilution in net asset value per share if the subscription price per share 
is below the net asset value per share on the expiration date. If the subscription price per share is below the net 
asset value per share of the Fund’s shares on the expiration date, a shareholder will experience an immediate 
dilution of the aggregate net asset value of such shareholder’s shares if the shareholder does not participate 
in such an offering and the shareholder will experience a reduction in the net asset value per share of such 
shareholder’s shares whether or not the shareholder participates in such an offering. The Fund cannot state 
precisely the extent of this dilution (if any) if the shareholder does not exercise such shareholder’s subscription 
rights because the Fund does not know what the net asset value per share will be when the offer expires or what 
proportion of the subscription rights will be exercised.

Leverage Risk. The Fund currently uses financial leverage for investment purposes by issuing preferred shares 
and is also permitted to use other types of financial leverage, such as through the issuance of debt securities 
or additional preferred shares and borrowing from financial institutions. As provided in the 1940 Act and subject 
to certain exceptions, the Fund may issue additional senior securities (which may be stock, such as preferred 
shares, and/or securities representing debt) only if immediately after such issuance the value of the Fund’s 
total assets, less certain ordinary course liabilities, exceeds 300% of the amount of the debt outstanding and 
exceeds 200% of the amount of preferred shares and debt outstanding. As of September 30, 2024, the amount 
of leverage represented approximately 21% of the Fund’s net assets.

The Fund’s leveraged capital structure creates special risks not associated with unleveraged funds having 
a similar investment objective and policies. These include the possibility of greater loss and the likelihood of 
higher volatility of the net asset value of the Fund and the asset coverage for the preferred shares. Such volatility 
may increase the likelihood of the Fund having to sell investments in order to meet its obligations to make 
distributions on the preferred shares or principal or interest payments on debt securities, or to redeem preferred 
shares or repay debt, when it may be disadvantageous to do so. The Fund’s use of leverage may require it to 
sell portfolio investments at inopportune times in order to raise cash to redeem preferred shares or otherwise 
de-leverage so as to maintain required asset coverage amounts or comply with the mandatory redemption 
terms of any outstanding preferred shares. The use of leverage magnifies both the favorable and unfavorable 
effects of price movements in the investments made by the Fund. To the extent that the Fund employs leverage 
in its investment operations, the Fund is subject to substantial risk of loss. The Fund cannot assure you that 
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borrowings or the issuance of preferred shares or notes will result in a higher yield or return to the holders of 
the common shares. Also, since the Fund utilizes leverage, a decline in net asset value could affect the ability of 
the Fund to make common share distributions and such a failure to make distributions could result in the Fund 
ceasing to qualify as a RIC under the Code.

Any decline in the net asset value of the Fund’s investments would be borne entirely by the holders of common 
shares. Therefore, if the market value of the Fund’s portfolio declines, the leverage will result in a greater decrease 
in net asset value to the holders of common shares than if the Fund were not leveraged. This greater net asset 
value decrease will also tend to cause a greater decline in the market price for the common shares. The Fund 
might be in danger of failing to maintain the required asset coverage of its borrowings, notes or preferred shares, 
or of losing its ratings on its notes or preferred shares or, in an extreme case, the Fund’s current investment 
income might not be sufficient to meet the distribution or interest requirements on the preferred shares, or notes. 
In order to counteract such an event, the Fund might need to liquidate investments in order to fund a redemption 
of some or all of the preferred shares or notes.

 ● Preferred Share and Note Risk. The issuance of preferred shares or notes causes the net asset value 
and market value of the common shares to become more volatile. If the dividend rate on the preferred 
shares or the interest rate on the notes approaches the net rate of return on the Fund’s investment 
portfolio, the benefit of leverage to the holders of the common shares would be reduced. If the dividend 
rate on the preferred shares or the interest rate on the notes plus the management fee annual rate of 
0.80% of the first $100,000,000 of average weekly net assets and 0.55% of average weekly net assets in 
excess of $100,000,000 exceeds the net rate of return on the Fund’s portfolio, the leverage will result in 
a lower rate of return to the holders of common shares than if the Fund had not issued preferred shares 
or notes. (The Fund’s “net” assets for this purpose includes the liquidation of any preferred shares out-
standing.) If the Fund has insufficient investment income and gains, all or a portion of the distributions to 
preferred shareholders or interest payments to note holders would come from the common shareholders’ 
capital. Such distributions and interest payments reduce the net assets attributable to common share-
holders and do not reduce the principal due to noteholders on maturity or the liquidation preference to 
which preferred shareholders are entitled. The prospectus or prospectus supplement relating to any sale 
of preferred shares will set forth dividend rate on such preferred shares.

In addition, the Fund would pay (and the holders of common shares will bear) all costs and expenses 
relating to the issuance and ongoing maintenance of the preferred shares or notes, including the advisory 
fees on the incremental assets attributable to the preferred shares or notes.

Holders of preferred shares and notes may have different interests than holders of common shares 
and may at times have disproportionate influence over the Fund’s affairs. As provided in the 1940 Act 
and subject to certain exceptions, the Fund may issue senior securities (which may be stock, such as 
preferred shares, and/or securities representing debt, such as notes) only if immediately after such 
issuance the value of the Fund’s total assets, less certain ordinary course liabilities, exceeds 300% 
of the amount of the debt outstanding (i.e., for every dollar of indebtedness outstanding, the Fund is 
required to have at least three dollars of assets) and exceeds 200% of the amount of preferred shares 
and debt outstanding (i.e., for every dollar in liquidation preference of preferred stock outstanding, the 
Fund is required to have two dollars of assets), which is referred to as the “asset coverage” required 
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by the 1940 Act. In the event the Fund fails to maintain an asset coverage of 100% for any notes 
outstanding for certain periods of time, the 1940 Act requires that either an event of default be declared 
or that the holders of such notes have the right to elect a majority of the Fund’s Trustees until asset 
coverage recovers to 110%. In addition, holders of preferred shares, voting separately as a single class, 
have the right (subject to the rights of noteholders) to elect two members of the Board at all times 
and in the event dividends become two full years in arrears would have the right to elect a majority of 
the Trustees until such arrearage is completely eliminated. In addition, preferred shareholders have 
class voting rights on certain matters, including changes in fundamental investment restrictions and 
conversion of the Fund to open-end status, and accordingly can veto any such changes. Further, interest 
on notes will be payable when due as described in a prospectus or prospectus supplement relating to 
the public offering of such notes and if the Fund does not pay interest when due, it will trigger an event 
of default and the Fund expects to be restricted from declaring dividends and making other distributions 
with respect to common shares and preferred shares. Upon the occurrence and continuance of an event 
of default, the holders of a majority in principal amount of a series of outstanding notes or the trustee 
will be able to declare the principal amount of that series of notes immediately due and payable upon 
written notice to the Fund. The 1940 Act also generally restricts the Fund from declaring distributions 
on, or repurchasing, common or preferred shares unless notes have an asset coverage of 300% (200% 
in the case of declaring distributions on preferred shares). The Fund’s common shares are structurally 
subordinated as to income and residual value to any preferred shares or notes in the Fund’s capital 
structure, in terms of priority to income and payment in liquidation.

Restrictions imposed on the declarations and payment of dividends or other distributions to the holders 
of the Fund’s common shares and preferred shares, both by the 1940 Act and by requirements imposed 
by rating agencies, might impair the Fund’s ability to maintain its qualification as a RIC for U.S. federal 
income tax purposes. While the Fund intends to redeem its preferred shares or notes to the extent 
necessary to enable the Fund to distribute its income as required to maintain its qualification as a RIC 
under the Code, there can be no assurance that such actions can be effected in time to meet the Code 
requirements.

 ● Portfolio Guidelines of Rating Agencies for Preferred Shares and/or Credit Facility. In order to obtain 
and maintain attractive credit quality ratings for preferred shares or notes, the Fund must comply with 
investment quality, diversification and other guidelines established by the relevant rating agencies. These 
guidelines could affect portfolio decisions and may be more stringent than those imposed by the 1940 
Act. In the event that a rating on the Fund’s preferred shares or notes is lowered or withdrawn by the 
relevant rating agency, the Fund may also be required to redeem all or part of its outstanding preferred 
shares or notes, and the common shares of the Fund will lose the potential benefits associated with a 
leveraged capital structure.

 ● Impact on Common Shares. Assuming that leverage will (1) be equal in amount to approximately 21% 
of the Fund’s total net assets (the Fund’s amount of outstanding financial leverage at September 30, 
2024), and (2) charge interest or involve dividend payments at a projected blended annual average lever-
age dividend or interest rate of 5.375% (the average interest rate on the Fund’s outstanding financial 
leverage as of September 30, 2024), then the annual return generated by the Fund’s portfolio (net of 
estimated expenses) must exceed approximately 1.15% of the Fund’s total net assets in order to cover 
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such interest or dividend payments and other expenses specifically related to leverage. Of course, these 
numbers are merely estimates, used for illustration. Actual dividend rates, interest or payment rates may 
vary frequently and may be significantly higher or lower than the rate estimated above.

The following table is furnished in response to requirements of the SEC. It is designed to illustrate the effect of 
leverage on common share total return, assuming investment portfolio total returns (comprised of net investment 
income of the Fund, realized gains or losses of the Fund and changes in the value of the securities held in the 
Fund’s portfolio) of -10%, -5%, 0%, 5% and 10%. These assumed investment portfolio returns are hypothetical 
figures and are not necessarily indicative of the investment portfolio returns experienced or expected to be 
experienced by the Fund. The table further reflects leverage representing 21% of the Fund’s total assets (the 
Fund’s amount of outstanding financial leverage at September 30, 2024), the Fund’s current projected blended 
annual average leverage dividend or interest rate of 5.375% (the average interest rate on the Fund’s outstanding 
financial leverage as of September 30, 2024), a management fee at an annual rate of 0.55% of the liquidation 
preference of any outstanding preferred shares and estimated annual incremental expenses attributable to any 
outstanding preferred shares of 0.04% of the Fund’s net assets attributable to common shares. These assumed 
investment portfolio returns are hypothetical figures and are not necessarily indicative of the investment portfolio 
returns experienced or expected to be experienced by the Fund. See “Risk Factors and Special Considerations.”

Assumed Return on Portfolio (Net 
of Expenses) (10)% (5)% 0% 5% 10%

Corresponding Return to Common 
Shareholder (14.30)% (7.98)% (1.67)% 4.65% 10.96%

 

Common share total return is composed of two elements—the common share distributions paid by the Fund 
(the amount of which is largely determined by the taxable income of the Fund (including realized gains or 
losses) after paying interest on any debt and/or dividends on any preferred shares) and unrealized gains or 
losses on the value of the securities the Fund owns. As required by SEC rules, the table assumes that the Fund 
is more likely to suffer capital losses than to enjoy total return. For example, to assume a total return of 0% the 
Fund must assume that the income it receives on its investments is entirely offset by expenses and losses in 
the value of those investments.

 ● Market Discount Risk. As described above in “–General Risks—Market Discount Risk,” common shares 
of closed-end funds often trade at a discount to their net asset values and the Fund’s common shares 
may trade at such a discount. This risk may be greater for investors expecting to sell their common 
shares of the Fund soon after completion of a public offering. The common shares of the Fund are de-
signed primarily for long-term investors and investors in the shares should not view the Fund as a vehicle 
for trading purposes.

 

Special Risks to Holders of Preferred Shares

Illiquidity Prior to Exchange Listing. Prior to an offering, there will be no public market for any series of fixed 
rate preferred shares. In the event any series of fixed rate preferred shares are issued, we expect to apply to list 
such shares on a national securities exchange, which will likely be the NYSE or the NYSE American. However, 
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during an initial period, which is not expected to exceed 30 days after the date of its initial issuance, such shares 
may not be listed on any securities exchange. During such period, the underwriters may make a market in such 
shares, though they will have no obligation to do so. Consequently, an investment in such shares may be illiquid 
during such period.

Market Price Fluctuation. Fixed rate preferred shares may trade at a premium to or discount from liquidation 
value for various reasons, including changes in interest rates, perceived credit quality and other factors.

 

Special Risks to Holders of Notes

An investment in our notes is subject to special risks. Our notes are not likely to be listed on an exchange or 
automated quotation system. We cannot assure you that any market will exist for our notes or if a market does 
exist, whether it will provide holders with liquidity. Broker-dealers that maintain a secondary trading market for 
the notes are not required to maintain this market, and the Fund is not required to redeem notes if an attempted 
secondary market sale fails because of a lack of buyers. To the extent that our notes trade, they may trade at a 
price either higher or lower than their principal amount depending on interest rates, the rating (if any) on such 
notes and other factors.

 

Special Risks of Notes to Holders of Preferred Shares

As provided in the 1940 Act, and subject to compliance with the Fund’s investment limitations, the Fund may 
issue notes. In the event the Fund were to issue such securities, the Fund’s obligations to pay dividends or make 
distributions and, upon liquidation of the Fund, liquidation payments in respect of its preferred shares would be 
subordinate to the Fund’s obligations to make any principal and interest payments due and owing with respect 
to its outstanding notes. Accordingly, the Fund’s issuance of notes would have the effect of creating special risks 
for the Fund’s preferred shareholders that would not be present in a capital structure that did not include such 
securities.

 

Special Risks to Holders of Notes and Preferred Shares

Common Share Repurchases.  Repurchases of common shares by the Fund may reduce the net asset 
coverage of the notes and preferred shares, which could adversely affect their liquidity or market prices.

Common Share Distribution Policy. In the event the Fund does not generate a total return from dividends 
and interest received and net realized capital gains in an amount at least equal to its distributions for a given 
year, the Fund may return capital as part of its distribution. This would decrease the asset coverage per share 
with respect to the Fund’s notes or preferred shares, which could adversely affect their liquidity or market prices.

For the fiscal year ended September 30, 2024, the Fund made distributions of $1.28 per common share, 
approximately $0.12 of which constituted a return of capital. The composition of each distribution is estimated 
based on earnings as of the record date for the distribution. The actual composition of each distribution may 
change based on the Fund’s investment activity through the end of the calendar year.
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Credit Quality Ratings. The Fund may obtain credit quality ratings for its preferred shares or notes; however, it 
is not required to do so and may issue preferred shares or notes without any rating. If rated, the Fund does not 
impose any minimum rating necessary to issue such preferred shares or notes. In order to obtain and maintain 
attractive credit quality ratings for preferred shares or notes, if desired, the Fund’s portfolio must satisfy over-
collateralization tests established by the relevant rating agencies. These tests are more difficult to satisfy to the 
extent the Fund’s portfolio securities are of lower credit quality, longer maturity or not diversified by issuer and 
industry.

These guidelines could affect portfolio decisions and may be more stringent than those imposed by the 1940 
Act. A rating (if any) by a rating agency does not eliminate or necessarily mitigate the risks of investing in our 
preferred shares or notes, and a rating may not fully or accurately reflect all of the securities’ credit risks. A 
rating (if any) does not address liquidity or any other market risks of the securities being rated. A rating agency 
could downgrade the rating of our notes or preferred shares, which may make such securities less liquid in the 
secondary market. If a rating agency downgrades the rating assigned to notes or preferred shares, we may alter 
our portfolio or redeem the preferred securities or notes under certain circumstances.

 

Special Risk to Holders of Subscription Rights

There is a risk that changes in market conditions may result in the underlying common or preferred shares 
purchasable upon exercise of the subscription rights being less attractive to investors at the conclusion of the 
subscription period. This may reduce or eliminate the value of the subscription rights. Investors who receive 
subscription rights may find that there is no market to sell rights they do not wish to exercise. If investors 
exercise only a portion of the rights, the number of common or preferred shares issued may be reduced, and 
the common or preferred shares may trade at less favorable prices than larger offerings for similar securities.

 

HOW THE FUND MANAGES RISK

Investment Restrictions

The Fund has adopted certain investment limitations designed to limit investment risk and maintain portfolio 
diversification. These limitations are fundamental and may not be changed without the approval of the holders 
of a majority, as defined in the 1940 Act, of the outstanding voting securities of the Fund (voting together as a 
single class subject to class approval rights of any preferred shares). The Fund may become subject to rating 
agency guidelines that are more limiting than its current investment restrictions in order to obtain and maintain 
a desired rating on its preferred shares, if any.

 

INVESTMENT RESTRICTIONS

Fundamental Restrictions and Policies

The Fund operates under the following restrictions that constitute fundamental policies under the 1940 Act and 
that, except as otherwise noted, cannot be changed without the affirmative vote of a majority, as defined in the 
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1940 Act, of the outstanding voting securities (voting together as a single class) of the Fund. If the Fund issues 
and has outstanding preferred shares, which it presently does, the affirmative vote of the holders of a majority 
(as defined under the 1940 Act) of the outstanding preferred shares of the Fund voting as a separate class 
would also be required to change a fundamental policy. 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:

(1) The Fund will not make investments that will result in the concentration (as that term may be defined or 
interpreted by the 1940 Act laws, interpretations and exemptions) of its investments in the securities of issuers 
primarily engaged in the same industry. This restriction does not limit the Fund’s investments in (i) obligations 
issued or guaranteed by the U.S. Government, its agencies or instrumentalities or (ii) tax-exempt obligations 
issued by governments or political subdivisions of government.

(2) The Fund may not purchase the securities of any issuer if, as a result, the Fund would fail to be a diversified 
company within the meaning of the 1940 Act, and the rules and regulations promulgated thereunder, as such 
statute, rules and regulations are amended from time to time or are interpreted from time to time by the SEC 
staff (collectively, the 1940 Act laws and interpretations) or except to the extent that the Fund may be permitted 
to do so by exemptive order or similar relief (collectively, with the 1940 Act laws and interpretations, the 1940 
Act laws, interpretations and exemptions). In complying with this restriction, however, the Fund may purchase 
securities of other investment companies to the extent permitted by the 1940 Act laws, interpretations and 
exemptions.

(3) The Fund may not issue senior securities, except as permitted by the 1940 Act laws, interpretations and 
exemptions.

(4) The Fund may not borrow money, except as permitted by the 1940 Act laws, interpretations and exemptions.

(5) The Fund may not underwrite the securities of other issuers. This restriction does not prevent the Fund 
from engaging in transactions involving the acquisition, disposition or resale of its portfolio securities, even if 
engaging in such transactions may cause the Fund to be considered an underwriter under the Securities Act.

(6) The Fund may not purchase real estate or sell real estate unless acquired as a result of ownership of 
securities or other instruments. This restriction does not prevent the Fund from investing in issuers that invest, 
deal or otherwise engage in transactions in real estate or interests therein, or investing in securities that are 
secured by real estate or interests therein, including real estate investment trusts.

(7) The Fund may not purchase physical commodities or sell physical commodities unless acquired as a result 
of ownership of securities or other instruments. This restriction does not prevent the Fund from engaging in 
transactions involving futures contracts and options thereon or investing in securities that are secured by 
physical commodities.

(8) The Fund will not make personal loans or loans of its assets to persons who control or are under common 
control with the Fund, except as permitted by the 1940 Act laws, interpretations and exemptions. This restriction 
does not prevent the Fund from, among other things, purchasing debt obligations, entering into repurchase 
agreements, loaning its assets to broker-dealers or institutional investors, or investing in loans, including 
assignments and participation interests.
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With respect to investment restriction (3), the 1940 Act permits the Fund to issue senior securities (which may 
be stock, such as preferred shares, and/or securities representing debt, such as notes) only if immediately after 
such issuance the value of the Fund’s total assets, less certain ordinary course liabilities, exceeds 300% of the 
amount of the debt outstanding and exceeds 200% of the amount of preferred shares (measured by liquidation 
value) and debt outstanding, which is referred to as the “asset coverage” required by the 1940 Act. The 1940 
Act also generally restricts the Fund from declaring cash distributions on, or repurchasing, common or preferred 
shares unless outstanding debt securities have an asset coverage of 300% (200% in the case of declaring 
distributions on preferred shares), or from declaring cash distributions on, or repurchasing, common shares 
unless preferred shares have an asset coverage of 200% (in each case, after giving effect to such distribution 
or repurchase).

With respect to investment restriction (4), the 1940 Act permits the Fund to borrow money in amounts of up 
to one-third of the Fund’s total assets from banks for any purpose, and to borrow up to 5% of the Fund’s total 
assets from banks or other lenders for temporary purposes. The Fund’s total assets include the amounts being 
borrowed. To limit the risks attendant to borrowing, the 1940 Act requires the Fund to maintain at all times an 
“asset coverage” of at least 300% of the amount of its borrowings. Asset coverage means the ratio that the value 
of the Fund’s total assets (including amounts borrowed), minus liabilities other than borrowings, bears to the 
aggregate amount of all borrowings. Borrowing money to increase portfolio holdings is known as “leveraging.” 
The investment restriction regarding borrowing money, described above, will be interpreted to permit the Fund 
to (a) engage in securities lending in accordance with the SEC staff guidance and interpretations and (b) settle 
securities transactions within the ordinary settlement cycle for such transactions.

Non-Fundamental Restrictions and Policies

The Fund has adopted the following non-fundamental restrictions and policies which may be changed by the 
Fund’s Board of Trustees without the affirmative vote of a majority, as defined in the 1940 Act, of the outstanding 
voting securities of the Fund.

(1) The Fund will not purchase the securities of an issuer if, after giving effect to such purchase, more than 20% 
of its net assets would be invested in illiquid securities.

(2) In complying with the fundamental restriction described above in paragraph (2), the Fund will not, with respect 
to 75% of its total assets, purchase the securities of any issuer (other than securities issued or guaranteed by 
the U.S. Government or any of its agencies or instrumentalities), if, as a result, (i) more than 5% of the Fund’s 
total assets would be invested in the securities of that issuer or (ii) the Fund would hold more than 10% of the 
outstanding voting securities of that issuer. The Fund may purchase securities of other investment companies 
as permitted by Section 12(d)(1) of the 1940 Act.

(3) In complying with the fundamental restriction described above in paragraph (8), the Fund may lend up to 
33-1/3% of its total assets.

(4) In complying with the fundamental restriction described above in paragraph (1), the Fund may invest up to 
25% of its total assets in the securities of issuers whose principal business activities are in the same industry.
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(5) The Fund will not make short sales of securities, unless at the time of sale the Fund owns or has the right to 
acquire, with or without payment of further consideration through its ownership of convertible or exchangeable 
securities or warrants or rights, an equal amount of such securities.

(6) The Fund will not purchase securities on margin, except that the Fund may obtain such short-term credits 
as are necessary for the clearance of portfolio transactions.

(7) The Fund will not invest in puts, calls, or combinations thereof; provided that, notwithstanding the foregoing, 
the Fund may invest up to 5% of its net assets in put options on common stock or market indices and may write 
covered call options and may purchase call options to close out written covered call options.

(8) The Fund will invest, under normal circumstances, at least 65% of the value of its assets (consisting of net 
assets plus the amount of any borrowing for investment purposes) in convertible securities.

The percentage restrictions on investments set forth above apply only at the time an investment is made. Thus, 
a later increase or decrease in percentage resulting from a change in values of portfolio securities or amount of 
total assets will not be considered a violation of any of the foregoing restrictions.

Additionally, the Fund may become subject to rating agency guidelines that are more limiting than its current 
investment restrictions in order to obtain and maintain a desired rating on its preferred shares, if any. Neither the 
Fund’s investment objective nor, except as expressly stated above or elsewhere herein, any of its policies are 
fundamental, and each may be modified by the Board without shareholder approval.

ADDITIONAL INVESTMENT POLICIES

Additional Investment Policies

Contingent Convertible Securities. One type of convertible security in which the Fund may invest is contingent 
convertible securities, sometimes referred to as “CoCos.” CoCos are a form of hybrid debt security issued by 
banking institutions that are intended to either automatically convert into equity or have their principal written 
down upon the occurrence of certain “trigger events,” which may include a decline in the issuer’s capital below 
a specified threshold level, increase in the issuer’s risk weighted assets, the share price of the issuer falling to 
a particular level for a certain period of time and certain regulatory events. CoCos’ unique equity conversion 
or principal write-down features are tailored to the issuing banking institution and its regulatory requirements.

CoCos are a newer form of instrument and the regulatory environment for these instruments continues to 
evolve. Because the market for such securities is evolving, it is uncertain how the larger market for CoCos 
would react to a trigger event, coupon cancellation, write-down of par value or coupon suspension (as 
described below) applicable to a single issuer. Following conversion of a CoCo, because the common 
stock of the issuer may not pay a dividend, investors in such securities could experience reduced yields 
or no yields at all.

Loss Absorption Risk. CoCos have fully discretionary coupons. This means coupons can potentially be 
canceled at the banking institution’s discretion or at the request of the relevant regulatory authority in 
order to help the bank absorb losses. The liquidation value of a CoCo may be adjusted downward to below 
the original par value or written off entirely under certain circumstances. The write-down of the security’s 
par value may occur automatically and would not entitle holders to institute bankruptcy proceedings 
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against the issuer. In addition, an automatic write-down could result in a reduced income rate if the 
dividend or interest payment associated with the security is based on the security’s par value. Coupon 
payments may also be subject to approval by the issuer’s regulator and may be suspended in the event 
there are insufficient distributable reserves. Due to uncertainty surrounding coupon payments, CoCos 
may be volatile and their price may decline rapidly in the event that coupon payments are suspended.

Subordinated Instruments. CoCos will, in the majority of circumstances, be issued in the form of 
subordinated debt instruments in order to provide the appropriate regulatory capital treatment prior to 
a conversion. Accordingly, in the event of liquidation, dissolution or winding up of an issuer prior to a 
conversion having occurred, the rights and claims of the holders of the CoCos, such as the Fund, against 
the issuer in respect of or arising under the terms of the CoCos shall generally rank junior to the claims 
of all holders of unsubordinated obligations of the issuer. In addition, if the CoCos are converted into the 
issuer’s underlying equity securities following a conversion event (i.e., a “trigger”), each holder will be 
subordinated due to their conversion from being the holder of a debt instrument to being the holder of an 
equity instrument. Such conversion may be automatic.

Unpredictable Market Value Fluctuate. The value of CoCos is unpredictable and will be influenced by 
many factors including, without limitation: (i) the creditworthiness of the issuer and/or fluctuations in such 
issuer’s applicable capital ratios; (ii) supply and demand for the CoCos; (iii) general market conditions 
and available liquidity; and (iv) economic, financial and political events that affect the issuer, its particular 
market or the financial markets in general.

Traditional Preferred Securities. Traditional preferred securities generally pay fixed or adjustable rate 
dividends to investors and generally have a “preference” over common stock in the payment of dividends and 
the liquidation of a company’s assets. This means that a company must pay dividends on preferred stock before 
paying any dividends on its common stock. In order to be payable, distributions on such preferred securities 
must be declared by the issuer’s board of directors. Income payments on typical preferred securities currently 
outstanding are cumulative, causing dividends and distributions to accumulate even if not declared by the board 
of directors or otherwise made payable. In such a case all accumulated dividends must be paid before any 
dividend on the common stock can be paid. However, some traditional preferred stocks are non cumulative, 
in which case dividends do not accumulate and need not ever be paid. A portion of the portfolio may include 
investments in non cumulative preferred securities, whereby the issuer does not have an obligation to make 
up any arrearages to its shareholders. Should an issuer of a non cumulative preferred stock held by the Fund 
determine not to pay dividends on such stock, the amount of dividends the Fund pays may be adversely 
affected. There is no assurance that dividends or distributions on the preferred securities in which the Fund 
invests will be declared or otherwise made payable.

Preferred shareholders usually have no right to vote for corporate directors or on other matters. Shares of 
preferred stock have a liquidation value that generally equals the original purchase price at the date of issuance. 
The market value of preferred securities may be affected by favorable and unfavorable changes impacting 
companies in which the Fund invests and by actual and anticipated changes in tax laws, such as changes in 
corporate income tax rates or the “Dividends Received Deduction.” Because the claim on an issuer’s earnings 
represented by preferred securities may become onerous when interest rates fall below the rate payable on 
such securities, the issuer may redeem the securities. Thus, in declining interest rate environments in particular, 



Bancroft Fund Ltd.
Additional Fund Information (Continued) (Unaudited)

78

the Fund’s holdings, if any, of higher rate-paying fixed rate preferred securities may be reduced and the Fund 
may be unable to acquire securities of comparable credit quality paying comparable rates with the redemption 
proceeds.

Trust Preferred Securities. The Fund may invest in trust preferred securities. Trust preferred securities 
are typically issued by corporations, generally in the form of interest bearing notes with preferred securities 
characteristics, or by an affiliated business trust of a corporation, generally in the form of beneficial interests in 
subordinated debentures or similarly structured securities. The trust preferred securities market consists of both 
fixed and adjustable coupon rate securities that are either perpetual in nature or have stated maturity dates.

Trust preferred securities are typically junior and fully subordinated liabilities of an issuer and benefit from a 
guarantee that is junior and fully subordinated to the other liabilities of the guarantor. In addition, trust preferred 
securities typically permit an issuer to defer the payment of income for five years or more without triggering an 
event of default. Because of their subordinated position in the capital structure of an issuer, the ability to defer 
payments for extended periods of time without default consequences to the issuer, and certain other features 
(such as restrictions on common dividend payments by the issuer or ultimate guarantor when full cumulative 
payments on the trust preferred securities have not been made), these trust preferred securities are often 
treated as close substitutes for traditional preferred securities, both by issuers and investors. Trust preferred 
securities have many of the key characteristics of equity due to their subordinated position in an issuer’s capital 
structure and because their quality and value are heavily dependent on the profitability of the issuer rather than 
on any legal claims to specific assets or cash flows.

Trust preferred securities include but are not limited to trust originated preferred securities (“TOPRS®”); 
monthly income preferred securities (“MIPS®”); quarterly income bond securities (“QUIBS®” ); quarterly income 
debt securities (“QUIDS®”); quarterly income preferred securities (“QUIPSSM”); corporate trust securities 
(“CORTS®”); public income notes (“PINES®”); and other trust preferred securities.

Trust preferred securities are typically issued with a final maturity date, although some are perpetual in nature. 
In certain instances, a final maturity date may be extended and/or the final payment of principal may be deferred 
at the issuer’s option for a specified time without default. No redemption can typically take place unless all 
cumulative payment obligations have been met, although issuers may be able to engage in open-market 
repurchases without regard to whether all payments have been paid.

Many trust preferred securities are issued by trusts or other special purpose entities established by operating 
companies and are not a direct obligation of an operating company. At the time the trust or special purpose 
entity sells such preferred securities to investors, it purchases debt of the operating company (with terms 
comparable to those of the trust or special purpose entity securities), which enables the operating company 
to deduct for tax purposes the interest paid on the debt held by the trust or special purpose entity. The trust or 
special purpose entity is generally required to be treated as transparent for Federal income tax purposes such 
that the holders of the trust preferred securities are treated as owning beneficial interests in the underlying debt 
of the operating company. Accordingly, payments on the trust preferred securities are treated as interest rather 
than dividends for Federal income tax purposes. The trust or special purpose entity in turn would be a holder 
of the operating company’s debt and would have priority with respect to the operating company’s earnings 
and profits over the operating company’s common shareholders, but would typically be subordinated to other 
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classes of the operating company’s debt. Typically a preferred share has a rating that is slightly below that of its 
corresponding operating company’s senior debt securities.

Securities of Investment Companies. To the extent permitted by law, the Fund may invest in investment 
company securities, including preferred shares and the common equity of such companies. Investments in the 
common equity of investment companies will cause the Fund to bear a ratable share of any such investment 
company’s expenses, including management fees. The Fund will also remain obligated to pay management fees 
to 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.

Sovereign Government and Supranational Debt. The Fund may invest in all types of debt securities of 
governmental issuers in all countries, including emerging market countries. These sovereign debt securities 
may include: debt securities issued or guaranteed by governments, governmental agencies or instrumentalities 
and political subdivisions located in emerging market countries; debt securities issued by government owned, 
controlled or sponsored entities located in emerging market countries; interests in entities organized and 
operated for the purpose of restructuring the investment characteristics of instruments issued by any of the 
above issuers; or debt securities issued by supranational entities such as the World Bank. A supranational entity 
is a bank, commission or company established or financially supported by the national governments of one or 
more countries to promote reconstruction or development.

Sovereign government and supranational debt involve all the risks described herein regarding foreign and 
emerging markets investments as well as the risk of debt moratorium, repudiation or renegotiation. In addition, 
investments in sovereign debt involve special risks. Foreign governmental issuers of debt or the governmental 
authorities that control the repayment of the debt may be unable or unwilling to repay principal or pay interest 
when due. In the event of default, there may be limited or no legal recourse in that, generally, remedies for 
defaults must be pursued in the courts of the defaulting party.

Political conditions, especially a sovereign entity’s willingness to meet the terms of its debt obligations, are of 
considerable significance. The ability of a foreign sovereign issuer, especially an emerging market country, to 
make timely payments on its debt obligations will also be strongly influenced by the sovereign issuer’s balance of 
payments, including export performance, its access to international credit facilities and investments, fluctuations 
of interest rates and the extent of its foreign reserves. The cost of servicing external debt will also generally be 
adversely affected by rising international interest rates, as many external debt obligations bear interest at rates 
which are adjusted based upon international interest rates. Also, there can be no assurance that the holders of 
commercial bank loans to the same sovereign entity may not contest payments to the holders of sovereign debt 
in the event of default under commercial bank loan agreements. In addition, there is no bankruptcy proceeding 
with respect to sovereign debt on which a sovereign has defaulted and the Fund may be unable to collect all 
or any part of its investment in a particular issue. Foreign investment in certain sovereign debt is restricted or 
controlled to varying degrees, including requiring governmental approval for the repatriation of income, capital 
or proceeds of sales by foreign investors. These restrictions or controls may at times limit or preclude foreign 
investment in certain sovereign debt and increase the costs and expenses of the Fund.
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MANAGEMENT OF THE FUND

Trustees and Officers

The business and affairs of the Fund are managed under the direction of the Fund’s Board of Trustees. Information pertaining to the Trustees 
and officers of the Fund is set forth below. The Fund’s Statement of Additional Information includes additional information about the Fund’s 
Trustees and is available without charge, upon request, by calling 800-GABELLI (800-422-3554) or by writing to Bancroft Fund Ltd. at One 
Corporate Center, Rye, NY 10580-1422.
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Principal Occupation(s) 
During Past Five Years

Other Directorships 
Held by Trustee4

INTERESTED TRUSTEES5:

Mario J. Gabelli, CFA 
Trustee and Chairman  
1942

Since 2015*** 31 Chairman, Co-Chief Executive Officer, 
and Chief Investment Officer– Value 
Portfolios of GAMCO Investors, Inc. and 
Chief Investment Officer – Value Portfolios 
of Gabelli Funds, LLC and GAMCO 
Asset Management, Inc.; Director/Trustee 
or Chief Investment Officer of other 
registered investment companies within 
the Gabelli Fund Complex; Chief Executive 
Officer of GGCP, Inc.; Executive Chair of 
Associated Capital Group, Inc. 

Director of Morgan Group 
Holding Co. (holding company) 
(2001-2019); Chairman of the 
Board and Chief Executive 
Officer of LICT Corp. (multimedia 
and communication services 
company); Director of CIBL, 
Inc. (broadcasting and 
wireless communications); 
Director of ICTC Group Inc. 
(communications) (2013-2018)

Jane D. O’Keeffe 
Trustee 
1955

Since 1995* 1 President of the Bancroft Fund Ltd.; 
Portfolio Manager for Gabelli Funds, LLC 
(2015 - 2021); Executive Vice President 
of the Ellsworth Growth and Income Fund 
Ltd. (2014-2015); President of Dinsmore 
Capital Management (1996-2015); 
President of the Ellsworth Growth and 
Income Fund Ltd. (1996-2014)

—

Agnes Mullady 
Trustee  
1958

Since 2021* 14 Senior Vice President of GAMCO 
Investors, Inc. (2008 - 2019); Executive 
Vice President of Associated Capital 
Group, Inc. (November 2016 - 2019); 
President and Chief Operating Officer of 
the Fund Division of Gabelli Funds, LLC 
(2010 - 2019); Vice President of Gabelli 
Funds, LLC (2006 - 2019); Chief Executive 
Officer of G.distributors, LLC (2011 - 
2019); and an officer of all of the Gabelli/
Teton Funds (2006 - 2019)

GAMCO Investors, Inc.
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Christina Peeney 
Trustee  
1969

Since 2023*** 3 Adjunct Professor in the Business 
and Computer Science Department at 
Middlesex County College, Edison, New 
Jersey; Analyst at Amabile Partners

—

INDEPENDENT TRUSTEES6:

Kinchen C. Bizzell 
Trustee  
1954

Since 2008** 2 Managing Director of Drexel Hamilton 
(securities broker-dealer); Private 
Investor (2017-2020); Managing Director 
of CAVU Securities (securities broker-
dealer) (2013- 2016); Investor Relations 
Managing Director (1998-2013) and 
Senior Counselor (after 2013) at Burson-
Marsteller (global public relations and 
communications)

—

Elizabeth C. Bogan 
Trustee  
1944

Since 1990* 12 Former Senior Lecturer in Economics, 
Princeton University

—

James P. Conn 
Trustee  
1938

Since 2015** 23 Former Managing Director and Chief 
Investment Officer of Financial Security 
Assurance Holdings Ltd. (1992-1998)

—

Frank J. Fahrenkopf, Jr.7 
Trustee  
1939

Since 2015** 11 Co-Chairman of the Commission 
on Presidential Debates; Former 
President and Chief Executive Officer 
of the American Gaming Association 
(1995-2013); Former Chairman of the 
Republican National Committee (1983-
1989)

Director of Eldorado Resorts, 
Inc. (casino entertainment 
company)

Daniel D. Harding 
Trustee  
1952

Since 2007*** 3 Managing General Partner of the Global 
Equity Income Fund (private investment 
fund); Director of Reef Consulting 
& Investment (private equity firm); 
former Director of TRC (private asset 
management); former General Partner of 
Latitude Capital Partners, LLC (private 
investment)

Atlantic Health Systems, Ocean 
Reef Community Foundation 
and Ocean Reef Medical Center 
Foundation

Michael J. Melarkey8 
Trustee  
1949

Since 2015** 24 Of Counsel in the law firm of McDonald 
Carano Wilson LLP; Partner in the law firm 
of Avansino, Melarkey, Knobel, Mulligan & 
McKenzie (1980-2015)

Chairman of Southwest Gas 
Corporation (natural gas utility) 
(2004 - 2022)
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Name, Position(s) 
Address1 

and Year of Birth

Term of Office 
and 

Length of 
Time Served2

Number of 
Funds 

in Fund 
Complex 
Overseen 

by Trustee3
Principal Occupation(s) 
During Past Five Years

Other Directorships 
Held by Trustee4

Nicolas W. Platt8 
Trustee  
1953 

Since 1997*** 3 Private Investor; Member of NYSE 
American LLC Committee on Securities; 
Township Committee Member, Harding, 
New Jersey; Former Mayor of Township 
of Harding, New Jersey (2013-2016); 
Managing Director of FTI Consulting Inc. 
(international consulting company) (March 
2009-May 2011)

—

Anthonie C. van Ekris7 
Trustee  
1934

Since 2015* 23 Chairman and Chief Executive Officer of 
BALMAC International, Inc. (global import/
export company)

—
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Name, Position(s) 
Address1 

and Year of Birth

Term of Office 
and Length of 
Time Served9

Principal Occupation(s) 
During Past Five Years

OFFICERS:   

James Dinsmore, 
CFA 
Trustee & President 
1982

Since 2023 Portfolio Manager for Gabelli Funds, LLC; President of the Fund and the Ellsworth 
Growth and Income Fund Ltd.

John C. Ball 
Treasurer, Principal 
Financial & 
Accounting Officer 
1976

Since 2017 Senior Vice President (since 2018) of GAMCO Investors, Inc.; Chief Executive 
Officer, G. Distributors, LLC since 2020; Officer of registered investment companies 
within the Gabelli Fund Complex since 2017

Peter Goldstein 
Secretary & Vice 
President 
1953

Since 2020 General Counsel, GAMCO Investors, Inc. and Chief Legal Officer, Associated 
Capital Group, Inc. since 2021; General Counsel and Chief Compliance Officer, 
Buckingham Capital Management, Inc. (2012-2020); Chief Legal Officer and Chief 
Compliance Officer, The Buckingham Research Group, Inc. (2012-2020)

Richard J. Walz 
Chief Compliance 
Officer 
1959

Since 2015 Chief Compliance Officer of registered investment companies within 
the Gabelli Fund Complex since 2013

Laurissa M. Martire 
Vice President and 
Ombudsman  
1976

Since 2015 Vice President and/or Ombudsman of closed-end funds within the Gabelli Fund 
Complex; Senior Vice President (since 2019) of GAMCO Investors, Inc.  

Bethany A. Uhlein 
Vice President and 
Ombudsman  
1990

Since 2017 Vice President and/or Ombudsman of closed-end funds within the Gabelli Fund 
Complex since 2017; Senior Vice President (since 2021) of GAMCO Investors, Inc. 

 

1 Address: One Corporate Center, Rye, NY 10580-1422, unless otherwise noted.
2 The Fund’s Board of Trustees is divided into three classes, each class having a term of three years. Each year the term of office of one 

class expires and the successor or successors elected to such class serve for a three year term. The three year term for each class expires 
as follows:

*** Term expires at the Fund’s 2025 Annual Meeting of Shareholders or until their successors are duly elected and qualified.
*** Term expires at the Fund’s 2026 Annual Meeting of Shareholders or until their successors are duly elected and qualified.
*** Term expires at the Fund’s 2027 Annual Meeting of Shareholders or until their successors are duly elected and qualified.
Each officer will hold office for an indefinite term until the date he or she resigns or retires or until his or her successor is elected and 
qualified.
3 The “Fund Complex” includes all the U.S. registered investment companies that are considered part of the same fund complex as the Fund 

because they have common or affiliated investment advisers.
4 This column includes only directorships of companies required to report to the SEC under the Securities Exchange Act of 1934, as 

amended, i.e., public companies, or other investment companies registered under the 1940 Act.
5 “Interested person” of the Fund, as defined in the 1940 Act. Mr. Gabelli, Mr. Dinsmore, Ms. O’Keeffe, Ms. Mullady, and Ms. Peeney are each 

considered to be an “interested person”of the Fund because of their affiliation with the Fund’s Adviser.
6 Trustees who are not considered to be “interested persons” of the Fund as defined in the 1940 Act are considered to be “Independent” 
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Trustees.
7 Mr. Fahrenkopf’s daughter, Leslie F. Foley, serves as a director of other funds in the Fund Complex. Mr. van Ekris is an independent director 

of Gabelli International Ltd., Gabelli Fund LDC, Gama Capital Opportunities Master Ltd., and GAMCO International SICAV, all of which 
may be deemed to be controlled by Mario J. Gabelli and/or affiliates and, in that event, would be deemed to be under common control with 
the Fund’s Adviser.

8 This Trustee is elected solely by and represents the shareholders of the preferred shares issued by this Fund.
9 Includes time served in prior officer positions with the Fund.
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General

The Fund’s Board has overall responsibility for the management of the Fund.  The Board decides upon matters 
of general policy and reviews the actions of the Investment Adviser, Gabelli Funds, LLC, One Corporate 
Center, Rye, New York 10580-1422, and the Sub Administrator (as defined below). Pursuant to an investment 
advisory agreement between the Fund and the Investment Adviser (the “Investment Advisory Agreement”), 
the Investment Adviser, under the supervision of the Board, provides a continuous investment program for the 
Fund’s portfolio; provides investment research and makes and executes recommendations for the purchase 
and sale of securities; and provides all facilities and personnel, including officers required for its administrative 
management, and pays the compensation of Trustees of the Fund who are officers or employees of the 
Investment Adviser or its affiliates. As compensation for its services rendered and the related expenses borne 
by the Investment Adviser, the Fund pays the Investment Adviser a monthly fee computed at an annual rate 
of 0.80% of the first $100,000,000 of the Fund’s average weekly net assets and 0.55% of the Fund’s average 
weekly net assets in excess of $100,000,000. The Fund’s average weekly net assets shall be determined at the 
end of each month on the basis of the Fund’s average net assets for each week during the month. The assets for 
each weekly period shall be determined by averaging the net assets at the end of a week with the net assets at 
the end of the prior week. The value of the Fund’s average weekly net assets shall be deemed to be the average 
weekly value of the Fund’s total assets minus the sum of the Fund’s liabilities (such liabilities shall exclude the 
aggregate liquidation preference of outstanding preferred shares and accumulated dividends, if any, on those 
shares). Therefore, the Fund will pay an advisory fee on any assets attributable to certain types of leverage it 
uses. Consequently, if the Fund has preferred shares outstanding, the investment management fees and other 
expenses as a percentage of net assets attributable to common shares may be higher than if the Fund does not 
utilize a capital structure leveraged with preferred equity.

Because the investment advisory fee is based on a percentage of the Fund’s net assets without deduction for 
the liquidation preference of any outstanding preferred shares, the Investment Adviser may have a conflict of 
interest in the input it provides to the Board regarding whether to use or increase the Fund’s use of preferred 
share leverage. The Board bases its decision, with input from the Investment Adviser, regarding whether and 
how much preferred share leverage to use for the Fund on its assessment of whether such use of leverage is 
in the best interests of the Fund, and the Board seeks to manage the Investment Adviser’s potential conflict of 
interest by retaining the final decision on these matters and by periodically reviewing the Fund’s performance 
and use of leverage.

The Investment Adviser

The Investment Adviser is a New York limited liability company which serves as an investment adviser to 
registered investment companies with combined aggregate net assets of approximately $21.2 billion as of 
September 30, 2024. The Investment Adviser is a registered investment adviser under the Investment Advisers 
Act of 1940, as amended, and is a wholly owned subsidiary of GAMCO Investors, Inc. (“GAMI”).  Mr. Gabelli 
owns a majority of the stock of GGCP, Inc. (“GGCP”) which holds a majority of the capital stock and voting power 
of GAMI. The Investment Adviser has several affiliates that provide investment advisory services: GAMCO 
Asset Management Inc., a wholly owned subsidiary of GAMI, acts as investment adviser for individuals, pension 
trusts, profit sharing trusts, and endowments, and as a sub adviser to certain third-party investment funds, which 
include registered investment companies, having assets under management of approximately of $10.9 billion as 
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of September 30, 2024; Teton Advisors, Inc., and its wholly owned investment adviser, Keeley Teton Advisers, 
LLC, with assets under management of approximately $1.3 billion as of March 31, 2024, acts as investment 
adviser to The TETON Westwood Funds, the KEELEY Funds, and separately managed accounts; and Gabelli & 
Company Investment Advisers, Inc. (formerly, Gabelli Securities, Inc.), a wholly owned subsidiary of Associated 
Capital Group, Inc. (“Associated Capital”), acts as investment adviser for certain alternative investment products, 
consisting primarily of risk arbitrage and merchant banking limited partnerships and offshore companies, with 
assets under management of approximately $1.3 billion as of September 30, 2024. Teton Advisors, Inc., was 
spun off by GAMI in March 2009 and is an affiliate of GAMI by virtue of Mr. Gabelli’s ownership of GGCP, the 
principal shareholder of Teton Advisors, Inc., as of September 30, 2024. Associated Capital was spun off from 
GAMI on November 30, 2015, and is an affiliate of GAMI by virtue of Mr. Gabelli’s ownership of GGCP, the 
principal shareholder of Associated Capital.

A discussion regarding the basis for the Fund’s Board approval of the Investment Advisory Agreement with the 
Investment Adviser is available in this Annual Report.

Payment of Expenses

The Investment Adviser is obligated to pay expenses associated with providing the services contemplated by 
the Investment Advisory Agreement including compensation of and office space for its officers and employees 
connected with investment and economic research, trading and investment management and administration of 
the Fund (but excluding costs associated with the calculation of the net asset value and allocated costs of the 
chief compliance officer function and officers of the Fund who are employed by the Fund and are not employed 
by the Investment Adviser although such officers may receive incentive-based variable compensation from 
affiliates of the Investment Adviser), as well as the fees of all Trustees of the Fund who are officers or employees 
of the Investment Adviser or its affiliates.

In addition to the fees of the Investment Adviser, the Fund, and indirectly the holders of its common shares, is 
responsible for the payment of all its other expenses incurred in the operation of the Fund, which include, among 
other things, underwriting compensation and reimbursements in connection with sales of the Fund’s securities, 
expenses for legal and the Fund’s independent registered public accounting firm’s services, stock exchange 
listing fees and expenses, costs of printing proxies, share certificates and shareholder reports, charges of the 
Fund’s Custodian, any sub custodian and any transfer agent and distribution disbursing agent, expenses in 
connection with the Fund’s Automatic Dividend Reinvestment Plan and the Voluntary Cash Purchase Plan, 
SEC fees and preparation of filings with the SEC, fees and expenses of Trustees who are not officers or 
employees of the Investment Adviser or its affiliates, accounting and printing costs, the Fund’s pro rata portion 
of membership fees in trade organizations, compensation and other expenses of officers and employees of the 
Fund (including, but not limited to, the Chief Compliance Officer, Vice President and Ombudsman) as approved 
by the Fund’s Trustees, fidelity bond coverage for the Fund’s officers and employees, Trustees’ and officers’ 
errors and omissions insurance coverage, interest, brokerage costs, taxes, expenses of qualifying the Fund’s 
shares for sale in various states, expenses of personnel performing shareholder servicing functions, rating 
agency fees, organizational expenses, litigation and other extraordinary or non recurring expenses and other 
expenses properly payable by the Fund.
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Selection of Securities Brokers

The Investment Advisory Agreement contains provisions relating to the selection of securities brokers to effect 
the portfolio transactions of the Fund.  Under those provisions, the Investment Adviser may (i) direct Fund 
portfolio brokerage to G.research, LLC (“G.research”), an affiliate of the Investment Adviser, or to other broker-
dealer affiliates of the Investment Adviser and (ii) pay commissions to brokers other than G.research that 
are higher than might be charged by another qualified broker to obtain brokerage and/or research services 
considered by the Investment Adviser to be useful or desirable for its investment management of the Fund and/ 
or its other investment advisory accounts or those of any investment adviser affiliated with it.

Portfolio Manager

James Dinsmore, CFA, joined Gabelli Funds, LLC in 2015.  He currently serves as portfolio manager of Gabelli 
Funds, LLC and manages several other funds within the Gabelli/Teton Fund Complex. Mr. Dinsmore received a 
B.A. in Economics from Cornell University and an M.B.A. from Rutgers University.

Non-Resident Trustee

Anthonie C. van Ekris, Trustee of the Fund, resides outside of the United States and all or a significant portion of 
his assets are located outside the United States. Mr. van Ekris does not have an authorized agent in the United 
States to receive service of process. As a result, it may not be possible for investors to effect service of process 
within the United States or to enforce against Mr. van Ekris in U.S. court judgments predicated upon the civil 
liability provisions of U.S. securities laws. It may also not be possible to enforce against Mr. van Ekris in foreign 
courts judgments of U.S. courts or liabilities in original actions predicated upon civil liability provisions of the 
United States.

Sub-Administrator

The Investment Adviser has entered into a sub administration agreement with BNY Mellon Investment Servicing 
(US) Inc. (the “Sub Administrator”) pursuant to which the Sub Administrator provides certain administrative 
services necessary for the Fund’s operations which do not include the investment and portfolio management 
services provided by the Investment Adviser. For these services and the related expenses borne by the Sub 
Administrator, the Investment Adviser pays an annual fee based on the value of the aggregate average daily net 
assets of all funds under its administration managed by the Investment Adviser, GAMCO and Teton Advisors, 
Inc. as follows: 0.0275%—first $10 billion, 0.0125%—exceeding $10 billion but less than $15 billion, 0.01%—
over $15 billion but less than $20 billion and 0.008% over $20 billion. The Sub-Administrator has its principal 
office at 103 Bellevue Parkway, Wilmington, Delaware 19809.

NET ASSET VALUE

The net asset value of the Fund’s shares is computed based on the market value of the securities it holds and is 
determined daily as of the close of the regular trading day on the NYSE. For purposes of determining the Fund’s 
net asset value per share, portfolio securities listed or traded on a nationally recognized securities exchange or 
traded in the U.S. over the counter market for which market quotations are readily available are valued at the 
last quoted sale price or a market’s official closing price as of the close of business on the day the securities 
are being valued. If there were no sales that day, the security is valued at the mean of the closing bid and asked 
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prices, or, if there were no asked prices quoted on that day, then the security is valued at the closing bid price on 
that day. If no bid or ask prices are quoted on such day, the security will be valued based on written or standing 
instructions from the Investment Adviser, which has been appointed Valuation Designee pursuant to Rule 2a 5 
under the 1940 Act (“Rule 2a 5”) by the Board. Portfolio securities traded on more than one national securities 
exchange or market are valued according to the broadest and most representative market, as determined by 
the Valuation Designee.

Portfolio securities primarily traded on a foreign market are generally valued at the preceding closing values 
of such securities on the relevant market, but may be fair valued by the Valuation Designee under procedures 
adopted pursuant to Rule 2a 5 if market conditions change significantly after the close of the foreign market 
but prior to the close of business on the day the securities are being valued. Debt instruments with remaining 
maturities of 60 days or less that are not credit impaired are valued at amortized cost, unless the Valuation 
Designee determines such amount does not reflect the securities’ fair value, in which case these securities 
will be fair valued as determined by the Valuation Designee. Debt instruments having a maturity greater than 
60 days for which market quotations are readily available are valued at the average of the latest bid and asked 
prices. If there were no asked prices quoted on such day, the security is valued using the closing bid price.  
Futures contracts are valued at the closing settlement price of the exchange or board of trade on which the 
applicable contract is traded.

Options are valued using market quotations. When market quotations are not readily available, options are 
valued from broker quotes. In limited circumstances when neither market quotations nor broker quotes are 
readily available, options are valued using a Black Scholes model.

Securities and assets for which market quotations are not readily available are fair valued as determined by the 
Valuation Designee. Fair valuation methodologies and procedures may include, but are not limited to: analysis 
and review of available financial and non financial information about the company; comparisons to the valuation 
and changes in valuation of similar securities, including a comparison of foreign securities to the equivalent U.S. 
dollar value ADR securities at the close of the U.S. exchange; and evaluation of any other information that could 
be indicative of the value of the security.

The Fund obtains valuations on the basis of prices provided by a pricing service monitored by the Valuation 
Designee. All other investment assets, including restricted and not readily marketable securities, are valued in 
good faith at fair value by the Valuation Designee under procedures adopted pursuant to Rule 2a-5.

In addition, whenever developments in one or more securities markets after the close of the principal markets 
for one or more portfolio securities and before the time as of which the Fund determines its net asset value 
would, if such developments had been reflected in such principal markets, likely have more than a minimal effect 
on the Fund’s net asset value per share, the Valuation Designee may fair value such portfolio securities based 
on available market information as of the time the Fund determines its net asset value.

NYSE American Closings. The holidays (as observed) on which the NYSE American is closed, and therefore 
days upon which shareholders will not be able to purchase or sell common shares currently are: New Year’s Day, 
Martin Luther King, Jr. Day, Presidents’ Day, Good Friday, Memorial Day, Juneteenth National Independence 
Day, Independence Day, Labor Day, Thanksgiving Day, and Christmas Day, and on the preceding Friday or 
subsequent Monday when a holiday falls on a Saturday or Sunday, respectively.
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Cash Dividends and Distributions

Payable 
Date

Record 
Date

Ordinary 
Investment 
Income (a)

Long Term 
Capital 
Gains 

Return of 
Capital (b)

Total Amount 
Paid 

Per Share (c)

Dividend 
Reinvestment 

Price
Common Stock

12/28/23 11/22/23 $0.15270 $0.13060 $0.03670 $0.32000 $16.09000
03/21/24 03/14/24  0.17930  0.14070 —  0.32000  15.73080
06/21/24 06/13/24  0.17930  0.14070 —  0.32000  15.56060
09/23/24 09/16/24  0.17930  0.14070 —  0.32000  16.60160

$0.69060 $0.55270 $0.03670 $1.28000
5.375% Series A Cumulative Preferred Shares

12/26/23 12/18/23 $0.1810360 $0.1549020 — $0.3359380  
03/27/24 03/18/24  0.1882320  0.1477060 —  0.3359380  
06/26/24 06/17/24  0.1882320  0.1477060 —  0.3359380  
09/26/24 09/18/24  0.1882320  0.1477060 —  0.3359380  

$0.7457320 $0.5980200 — $1.3437520
 

Corporate Dividends Received Deduction, Qualified Dividend Income, and U.S. Government Securities Income

For the fiscal year ended September 30, 2024, the Fund paid to common shareholders and 5.375% Series A Cumulative Preferred 
shareholders ordinary income distributions totaling $0.6906 and $0.745732 per share, respectively, and long term capital gains totaling $979,176 
or the maximum allowable. The distribution of long term capital gains has been designated as a capital gain dividend by the Fund’s Board of 
Trustees. For the fiscal period ended September 30, 2024, 6.88% of the ordinary income distribution qualifies for the dividends received deduction 
available to corporations. The Fund designates 6.64% of the ordinary income distribution as qualified dividend income pursuant to the Jobs and 
Growth Tax Relief Reconciliation Act of 2003. The Fund designates 43.78% of the ordinary income distribution as qualified interest income pursuant 
to the Tax Relief, Unemployment Reauthorization, and Job Creation Act of 2010. The Fund designates 100% of the ordinary income distribution as 
qualified short term capital gain pursuant to the American Jobs Creation Act of 2004.

U.S. Government Income:

The percentage of the ordinary income distribution paid by the Fund during the fiscal period ended September 30, 2024 which was derived 
from U.S. Treasury securities was 2.66%. Such income is exempt from state and local tax in all states. However, many states, including New York 
and California, allow a tax exemption for a portion of the income earned only if a mutual fund has invested at least 50% of its assets at the end of 
each quarter of the Fund’s fiscal year in U.S. Government securities. Bancroft Fund Ltd. did not meet this strict requirement in 2024. The percentage 
of U.S. Government securities held as of September 30, 2024 was 11.6%. Due to the diversity in state and local tax law, it is recommended that you 
consult your personal tax adviser as to the applicability of the information provided to your specific situation.
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Historical Distribution Summary

Investment 
Income (a)

Short Term 
Capital 

Gains (a)

Long Term 
Capital 
Gains 

Return of 
Capital (b)

Total 
Distributions (c)

Adjustment 
to Cost 

Basis (d)
Common Shares
2024  . . . . . . . . . . . . . $0.33220 $0.35840 $0.55270 $0.03670 $1.28000 $0.03670
2023  . . . . . . . . . . . . . 0.50330 0.14370 0.35370 0.27930 1.28000 0.27930
2022  . . . . . . . . . . . . . 0.40110 – 3.68269 0.04621 4.13000 0.04621
2021  . . . . . . . . . . . . . 0.38818 0.66160 2.16022 – 3.21000 –
2020  . . . . . . . . . . . . . 0.49411 0.31822 1.02767 – 1.84000 –
2019  . . . . . . . . . . . . . 0.41120 0.04180 1.94700 – 2.40000 –
2018  . . . . . . . . . . . . . 0.71000 0.10000 0.35000 – 1.16000 –
2017  . . . . . . . . . . . . . 0.28460 0.09380 0.88890 – 1.26730 –
5.375% Series A Cumulative Preferred 10.75 10.75 10.75 10.75
2024  . . . . . . . . . . . . . $0.36462 $0.38111 $0.59802 – $1.34375 –
2023  . . . . . . . . . . . . . 0.68430 0.21275 0.44670 – 1.34375 –
2022  . . . . . . . . . . . . . 0.13196 – 1.21179 – 1.34375 –
2021  . . . . . . . . . . . . . 0.16249 0.27695 0.90431 – 1.34375 –
2020  . . . . . . . . . . . . . 0.36084 0.23240 0.75051 – 1.34375 –
2019  . . . . . . . . . . . . . 0.23293 – 1.11082 – 1.34375 –
2018  . . . . . . . . . . . . . 0.13390 – 1.20985 – 1.34375 –
2017  . . . . . . . . . . . . . 0.28761 – 1.05614 – 1.34375 –

___________________

(a) Taxable as ordinary income for Federal tax purposes.
(b) Non-taxable.
(c) Total amounts may differ due to rounding.
(d) Decrease in cost basis.
___________

All designations are based on financial information available as of the date of each annual report and, accordingly, are subject to change. 
For each item, it is the intention of the Fund to designate the maximum amount permitted under the Internal Revenue Code and the regulations 
thereunder.



AUTOMATIC DIVIDEND REINVESTMENT 
AND VOLUNTARY CASH PURCHASE PLANS

Enrollment in the Plan
It is the policy of Bancroft Fund Ltd. to automatically reinvest dividends payable to common shareholders. As a “registered” 

shareholder you automatically become a participant in the Fund’s Automatic Dividend Reinvestment Plan (the “Plan”). The 
Plan authorizes the Fund to credit common shares to participants upon an income dividend or a capital gains distribution 
regardless of whether the shares are trading at a discount or a premium to net asset value. All distributions to shareholders 
whose shares are registered in their own names will be automatically reinvested pursuant to the Plan in additional shares of 
the Fund. Plan participants may send their share certificates to Equiniti Trust Company, LLC (“EQ”) to be held in their dividend 
reinvestment account. Registered shareholders wishing to receive their distributions in cash must submit this request in writing to: 

Bancroft Fund Ltd.
c/o Equiniti Trust Company, LLC 

55 Challenger Rd
Suite 200B, 2nd floor.

Ridgefield Park, NJ 07660 
  

Shareholders requesting this cash election must include the shareholder’s name and address as they appear on the share 
certificate. Shareholders with additional questions regarding the Plan or requesting a copy of the terms of the Plan, may contact EQ 
at (877) 208-9514

If your shares are held in the name of a broker, bank, or nominee, you should contact such institution. If such institution is 
not participating in the Plan, your account will be credited with a cash dividend. In order to participate in the Plan through such 
institution, it may be necessary for you to have your shares taken out of “street name” and re-registered in your own name. Once 
registered in your own name your distributions will be automatically reinvested. Certain brokers participate in the Plan. Shareholders 
holding shares in “street name” at participating institutions will have dividends automatically reinvested. Shareholders wishing a cash 
dividend at such institution must contact their broker to make this change.

The number of common shares distributed to participants in the Plan in lieu of cash dividends is determined in the following 
manner. Under the Plan, for the first three calendar quarter distributions, whenever the market price of the Fund’s common shares 
is equal to or exceeds net asset value at the time shares are valued for purposes of determining the number of shares equivalent to 
the cash dividends or capital gains distribution, participants are issued common shares valued at the greater of (i) the net asset value 
as most recently determined or (ii) 95% of the then current market price of the Fund’s common shares. The valuation date is the 
dividend or distribution payment date or, if that date is not a NYSE American trading day, the next trading day. If the net asset value 
of the common shares at the time of valuation exceeds the market price of the common shares, participants will receive common 
shares from the Fund valued at market price. For the fourth calendar quarter distribution when the market price is lower, the Fund 
will issue shares at the market price. If the Fund should declare a dividend or capital gains distribution payable only in cash, EQ 
will buy common shares in the open market, or on the NYSE American, or elsewhere, for the participants’ accounts, except that 
EQ will endeavor to terminate purchases in the open market and cause the Fund to issue shares at net asset value if, following the 
commencement of such purchases, the market value of the common shares exceeds the then current net asset value.

The automatic reinvestment of dividends and capital gains distributions will not relieve participants of any income tax which 
may be payable on such distributions. A participant in the Plan will be treated for federal income tax purposes as having received, 
on a dividend payment date, a dividend or distribution in an amount equal to the cash the participant could have received instead 
of shares.

 

 

 

 

 

 

 

 



AUTOMATIC DIVIDEND REINVESTMENT 
AND VOLUNTARY CASH PURCHASE PLANS

(Continued)
Voluntary Cash Purchase Plan

The Voluntary Cash Purchase Plan is yet another vehicle for our shareholders to increase their investment in the Fund. In order 
to participate in the Voluntary Cash Purchase Plan, shareholders must have their shares registered in their own name.

Participants in the Voluntary Cash Purchase Plan have the option of making additional cash payments to EQ for investments 
in the Fund’s common shares at the then current market price. Shareholders may send an amount from $100 to $10,000. EQ will 
use these funds to purchase shares in the open market on or about the 15th of each month. EQ will charge each shareholder who 
participates a pro rata share of the brokerage commissions. Brokerage charges for such purchases are expected to be less than the 
usual brokerage charge for such transactions. It is suggested that any voluntary cash payments be sent to Equiniti Trust Company, 
LLC, 55 Challenger Rd, Suite 200B, 2nd floor Ridgefield Park, NJ 07660 such that EQ receives such payments approximately 10 
days before the investment date. Funds not received at least five days before the investment date shall be held for investment until 
the next purchase date. A payment may be withdrawn without charge if notice is received by EQ at least 48 hours before such 
payment is to be invested.

Shareholders wishing to liquidate shares held at EQ must do so in writing or by telephone. Please submit your request to 
the above-mentioned address or telephone number. Include in your request your name, address, and account number. Brokerage 
charges are expected to be less than the usual brokerage charge for such transactions 

For more information regarding the Automatic Dividend Reinvestment Plan and Voluntary Cash Purchase Plan, brochures are 
available by calling (914) 921-5070 or by writing directly to the Fund.

The Fund reserves the right to amend or terminate the Plan as applied to any voluntary cash payments made and any dividend 
or distribution paid subsequent to written notice of the change sent to the members of the Plan at least 90 days before the record 
date for such dividend or distribution. The Plan also may be amended or terminated by EQ on at least 90 days written notice to 
participants in the Plan.



BANCROFT FUND LTD.
AND YOUR PERSONAL PRIVACY

Who are we?

The Bancroft Fund Ltd. is a closed-end management investment company registered with the Securities 
and Exchange Commission under the Investment Company Act of 1940. We are managed by Gabelli 
Funds, LLC, which is affiliated with GAMCO Investors, Inc., a publicly held company that has subsidiaries 
that provide investment advisory services for a variety of clients.

What kind of non-public information do we collect about you if you become a fund shareholder?

When you purchase shares of the Fund on the NYSE American, you have the option of registering directly 
with our transfer agent in order, for example, to participate in our dividend reinvestment plan.

 ● Information you give us on your application form. This could include your name, address, telephone 
number, social security number, bank account number, and other information.

 ● Information about your transactions with us. This would include information about the shares that you 
buy or sell; it may also include information about whether you sell or exercise rights that we have issued 
from time to time. If we hire someone else to provide services — like a transfer agent — we will also 
have information about the transactions that you conduct through them.

What information do we disclose and to whom do we disclose it?

We do not disclose any non-public personal information about our customers or former customers 
to anyone other than our affiliates, our service providers who need to know such information, and as 
otherwise permitted by law. If you want to find out what the law permits, you can read the privacy rules 
adopted by the Securities and Exchange Commission. They are in volume 17 of the Code of Federal 
Regulations, Part 248. The Commission often posts information about its regulations on its website, www.
sec.gov.

What do we do to protect your personal information?

We restrict access to non-public personal information about you to the people who need to know that 
information in order to provide services to you or the fund and to ensure that we are complying with the 
laws governing the securities business. We maintain physical, electronic, and procedural safeguards to 
keep your personal information confidential.
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Bancroft Fund Ltd.
One Corporate Center
Rye, NY 10580-1422

(Y)our Portfolio Manager Biography
 
James A. Dinsmore, CFA, ~joined Gabelli Funds, LLC in 2015. He currently serves as a portfolio manager of Gabelli Funds, 
LLC and manages several funds within the Fund Complex. Mr. Dinsmore received a BA in Economics from Cornell University 
and an MBA degree from Rutgers University.

 

 

 

 

 

 

 

 

The net asset value per share appears in the Publicly Traded Funds column, under the heading “Specialized 
Equity Funds,” in Monday’s The Wall Street Journal. It is also listed in Barron’s Mutual Funds/Closed End Funds 
section under the heading “Convertible Securities Funds.”

The net asset value per share may be obtained each day by calling (914) 921-5070 or visiting www.gabelli.com.

The NASDAQ symbol for the net asset value is “XBCVX.”

Notice is hereby given in accordance with Section 23(c) of the Investment Company Act of 1940, as amended, that the Fund 
may from time to time purchase its common shares in the open market when the Fund’s shares are trading at a discount of 
10% or more from the net asset value of the shares. The Fund may also, from time to time, purchase its preferred shares in 
the open market when the preferred shares are trading at a discount to the liquidation value.
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