Edgar Filing: Eaton Vance Tax-Managed Buy-Write Income Fund - Form N-Q

Eaton Vance Tax-Managed Buy-Write Income Fund
Form N-Q
November 27, 2013

UNITED STATES SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form N-Q

QUARTERLY SCHEDULE OF PORTFOLIO HOLDINGS OF REGISTERED

MANAGEMENT INVESTMENT COMPANIES
811-21676

Investment Company Act File Number

Eaton Vance Tax-Managed

Buy-Write Income Fund

(Exact Name of Registrant as Specified in Charter)

Two International Place. Boston, Massachusetts 02110

(Address of Principal Executive Offices)

Maureen A. Gemma

Two International Place. Boston, Massachusetts 02110

(Name and Address of Agent for Services)

(617) 482-8260

(Registrant s Telephone Number, Including Area Code)

December 31

Date of Fiscal Year End

September 30, 2013

Date of Reporting Period



Edgar Filing: Eaton Vance Tax-Managed Buy-Write Income Fund - Form N-Q



Edgar Filing: Eaton Vance Tax-Managed Buy-Write Income Fund - Form N-Q

Item 1. Schedule of Investments
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Eaton Vance

Tax-Managed Buy-Write Income Fund
September 30, 2013

PORTFOLIO OF INVESTMENTS (Unaudited)

Common Stocks 100.5%

Security Shares Value
Aerospace & Defense 3.5%

Boeing Co. (The) 26,422 $ 3,104,585
Honeywell International, Inc. 43,642 3,624,032
Northrop Grumman Corp. 21,600 2,057,616
Textron, Inc. 11,648 321,601
United Technologies Corp. 39,766 4,287,570

$ 13,395,404

Air Freight & Logistics 0.7%
C.H. Robinson Worldwide, Inc. 5324 $ 317,097
United Parcel Service, Inc., Class B 25,904 2,366,849

$ 2,683,946

Airlines 0.1%
Southwest Airlines Co. 36,616 $ 533,129

$ 533,129

Auto Components 0.8%

Dana Holding Corp. 31,658 $ 723,069
Goodyear Tire & Rubber Co. (The)®" 10,898 244,660
Johnson Controls, Inc. 36,367 1,509,230
Lear Corp. 7,250 518,883

$ 2,995,842

Automobiles 0.3%
Ford Motor Co. 76,877 $ 1,296,915

$ 1,296,915

Beverages 2.5%
Coca-Cola Co. (The) 149,622 $ 5,667,681
PepsiCo, Inc. 49,269 3,916,886

$ 9,584,567

Biotechnology 2.5%
Amgen, Inc. 18,988 $ 2,125,517
Biogen Idec, Inc.( 3,000 722,280
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Celgene Corp.® 24,053 3,702,478
Elan Corp. PLC ADR®™ 17,123 266,776
Gilead Sciences, Inc.(!) 44,082 2,770,113
Vertex Pharmaceuticals, Inc.(D 1,850 140,267

$ 9,727,431

Capital Markets 1.3%

Greenhill & Co., Inc. 14,014 $ 699,018
Invesco, Ltd. 38,480 1,227,512
Lazard, Ltd., Class A 21,525 775,330
Legg Mason, Inc. 7,629 255,114
State Street Corp. 27,413 1,802,405
Walter Investment Management Corp.(" 7,355 290,817

$ 5,050,196

Chemicals 2.1%
CF Industries Holdings, Inc. 3459 $ 729,261
Dow Chemical Co. (The) 64,146 2,463,206
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Security Shares Value

E.I. du Pont de Nemours & Co. 46,387 $ 2,716,423

Eastman Chemical Co. 3,608 281,063

Sherwin-Williams Co. (The) 9,183 1,672,959
$ 7,862,912

Commercial Banks 3.5%

BankUnited, Inc. 10,483 $ 326,965
BB&T Corp. 51,539 1,739,441
Fifth Third Bancorp 62,268 1,123,314
KeyCorp 85,122 970,391
M&T Bank Corp. 6,860 767,771
PNC Financial Services Group, Inc. (The) 22,704 1,644,905
SunTrust Banks, Inc. 5,538 179,542
Wells Fargo & Co. 164,065 6,779,166

$ 13,531,495

Commercial Services & Supplies 0.4%
Waste Management, Inc. 37,595  $ 1,550,418

$ 1,550,418

Communications Equipment 2.7 %

Brocade Communications Systems, Inc.(" 42403 $ 341,344
Cisco Systems, Inc. 217,812 5,101,157
QUALCOMM, Inc. 71,089 4,788,555

$ 10,231,056

Computers & Peripherals 3.3%
Apple, Inc. 26,400 $ 12,586,200

$ 12,586,200

Construction & Engineering 0.6%
Fluor Corp. 31,701 $ 2,249,503

$ 2,249,503

Consumer Finance 1.4%

American Express Co. 41979 $ 3,170,254
Discover Financial Services 40,754 2,059,707
$ 5,229,961

Containers & Packaging 0.4%

Avery Dennison Corp. 15,307 $ 666,161
MeadWestvaco Corp. 21,446 823,097
$ 1,489,258

Distributors 0.6%
Genuine Parts Co. 27494 $ 2,223,990
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$ 2,223,990

Diversified Financial Services 5.4%

Bank of America Corp. 147,580 $ 2,036,604
Berkshire Hathaway, Inc., Class B! 31,337 3,557,063
Citigroup, Inc. 117,636 5,706,523
CME Group, Inc. 14,875 1,098,965
JPMorgan Chase & Co. 113,958 5,890,489
McGraw Hill Financial, Inc. 37,804 2,479,564

$ 20,769,208

Diversified Telecommunication Services 2.5%

AT&T, Inc. 190,600 $ 6,446,092
Frontier Communications Corp. 67,026 279,498
Verizon Communications, Inc. 52,772 2,462,342
Windstream Holdings, Inc. 28,197 225,576

$ 9,413,508
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Security Shares Value

Electric Utilities 0.9%

Duke Energy Corp. 28,786  $ 1,922,329

Edison International 20,090 925,345

Pinnacle West Capital Corp. 7,168 392,376

Xcel Energy, Inc. 12,009 331,569
$ 3,571,619

Electrical Equipment 0.8%
Emerson Electric Co. 49,204 $ 3,183,499

$ 3,183,499

Electronic Equipment, Instruments & Components 0.1%
Molex, Inc. 13,181 $ 507,732

$ 507,732

Energy Equipment & Services 2.0%

Halliburton Co. 62,164 $ 2,993,197
Schlumberger, Ltd. 51,953 4,590,567
$ 7,583,764

Food & Staples Retailing 2.1%

CVS Caremark Corp. 60,482 $ 3,432,353
Wal-Mart Stores, Inc. 64,853 4,796,528
$ 8,228,881

Food Products 1.7%

ConAgra Foods, Inc. 9,993 $ 303,188
Green Mountain Coffee Roasters, Inc.(" 15,366 1,157,521
Kellogg Co. 28,284 1,661,119
Kraft Foods Group, Inc. 18,114 949,898
Mondelez International, Inc., Class A 54,344 1,707,488
Tyson Foods, Inc., Class A 28,696 811,523

$ 6,590,737

Health Care Equipment & Supplies 2.8%

Abbott Laboratories 73,588 $ 2,442,386
Baxter International, Inc. 41,401 2,719,632
Covidien PLC 11,380 693,497
Medtronic, Inc. 41,406 2,204,869
Stryker Corp. 31,125 2,103,739
Zimmer Holdings, Inc. 5,294 434,849

$ 10,598,972

Health Care Providers & Services 1.3%

DaVita HealthCare Partners, Inc." 5790 $ 329,451
Express Scripts Holding Co." 8,616 532,296
HCA Holdings, Inc. 8,034 343,454
UnitedHealth Group, Inc. 49,739 3,561,810
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VCA Antech, Inc.(V 11,050 303,433
$ 5,070,444

Hotels, Restaurants & Leisure 1.3%

Marriott International, Inc., Class A 20,645 $ 868,329
Marriott Vacations Worldwide Corp.V 2,064 90,816
McDonald s Corp. 36,654 3,526,481
Wyndham Worldwide Corp. 11,235 684,998

$ 5,170,624

Household Durables 0.8 %

Leggett & Platt, Inc. 11,383  $ 343,197
Lennar Corp., Class A 18,642 659,927
Newell Rubbermaid, Inc. 76,798 2,111,945

$ 3,115,069
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Security

Household Products 1.9%
Clorox Co. (The)
Kimberly-Clark Corp.
Procter & Gamble Co.

Industrial Conglomerates 1.9%
3M Co.
General Electric Co.

Insurance 4.2%

ACE, Ltd.

Allstate Corp. (The)

AmTrust Financial Services, Inc.
Cincinnati Financial Corp.

Hanover Insurance Group, Inc. (The)
Hartford Financial Services Group, Inc.
Lincoln National Corp.

Marsh & McLennan Cos., Inc.
MetLife, Inc.

Principal Financial Group, Inc.
Prudential Financial, Inc.

Travelers Companies, Inc. (The)

Internet & Catalog Retail 1.1%
Amazon.com, Inc.()

priceline.com, Inc.(V

Shutterfly, Inc.(V

Internet Software & Services 2.7%
Facebook, Inc., Class A"

Google, Inc., Class AD

VeriSign, Inc.(V

IT Services 3.0%

Fidelity National Information Services, Inc.

International Business Machines Corp.
MasterCard, Inc., Class A
Visa, Inc., Class A

Leisure Equipment & Products 0.6 %
Mattel, Inc.

Shares

6,843
19,850
65,845

21,663
197,990

14,012
50,422

3,046
23,600

1,721
12,332
50,975
50,188
14,938
29,001
21,629
32,794

2,750
1,797
28,875

3,185
9,151
43,013

26,132
33,173
5,636
2,919

52,463

Value

559,210
1,870,267
4,977,224

7,406,701

2,586,779
4,729,981

7,316,760

1,310,963
2,548,832
118,973
1,112,976
95,206
383,772
2,140,440
2,185,687
701,339
1,241,823
1,686,630
2,779,947

16,306,588

859,760
1,816,677
1,613,535

4,289,972

160,014
8,015,452
2,188,932

10,364,398

1,213,570
6,142,976
3,791,788

557,821

11,706,155

2,196,101

2,196,101

10
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Life Sciences Tools & Services 0.7 %
Thermo Fisher Scientific, Inc.

Machinery 1.2%
Caterpillar, Inc.

Snap-On, Inc.

Stanley Black & Decker, Inc.
Timken Co. (The)

Media 4.5%

CBS Corp., Class B
Comcast Corp., Class A
Omnicom Group, Inc.

30,548

31,778
6,380
9,483
5,099

44,623
112,954
36,544

2,814,998
2,814,998
2,649,332

634,810

858,875
307,980

4,450,997

2,461,405
5,099,873
2,318,351

11
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Security
Time Warner, Inc.
Walt Disney Co. (The)

Metals & Mining 0.8%
Freeport-McMoRan Copper & Gold, Inc.
Nucor Corp.

Multi-Utilities 2.1%

Centerpoint Energy, Inc.

CMS Energy Corp.

Dominion Resources, Inc.

DTE Energy Co.

Integrys Energy Group, Inc.
NiSource, Inc.

Public Service Enterprise Group, Inc.

Multiline Retail 0.9%
Kohl s Corp.

Macy s, Inc.
Nordstrom, Inc.

Target Corp.

Office Electronics 0.1%
Xerox Corp.

QOil, Gas & Consumable Fuels 9.3%
Chevron Corp.
ConocoPhillips

EOG Resources, Inc.
Exxon Mobil Corp.

Kinder Morgan, Inc.
Occidental Petroleum Corp.
Peabody Energy Corp.
Phillips 66

Range Resources Corp.
Tesoro Corp.

Williams Cos., Inc.

WPX Energy, Inc.()

Personal Products 0.1%
Estee Lauder Cos., Inc. (The), Class A

Shares
36,488
74,663

17,655
47,291

17,504
77,060
17,163
10,342

7,572
49,999
60,956

5,666
50,853
13,647

5,000

24,626

65,682
54,643
18,876
111,091
21,161
31,010
28,650
31,720
22,269
20,477
71,006
5,037

5,729

Value
2,401,275
4,815,017

17,095,921

584,027
2,318,205

2,902,232

419,571
2,028,219
1,072,345

682,365

423,199
1,544,469
2,007,281

8,177,449

293,216
2,200,409
766,961
319,900

3,580,486

253,402

253,402

7,980,363
3,798,235
3,195,329
9,558,270
752,697
2,900,675
494,213
1,834,050
1,689,994
900,579
2,581,778
97,013

35,783,196

400,457

400,457

12
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Pharmaceuticals 5.2%
AbbVie, Inc.
Bristol-Myers Squibb Co.
Johnson & Johnson
Merck & Co., Inc.

Pfizer, Inc.

Professional Services 0.3%
ManpowerGroup, Inc.
Robert Half International, Inc.

23,000
81,600
53,239
119,358
171,390

4,353
18,170

1,028,790
3,776,448
4,615,289
5,682,634
4,920,607

20,023,768
316,637
709,175

1,025,812

13
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Security

Real Estate Investment Trusts (REITs) 1.7%
Apartment Investment & Management Co., Class A

AvalonBay Communities, Inc.
Equity Residential

Health Care REIT, Inc.

Host Hotels & Resorts, Inc.
Kimco Realty Corp.

Plum Creek Timber Co., Inc.
ProLogis, Inc.

Real Estate Management & Development
CB Richard Ellis Group, Inc., Class A

Road & Rail 1.0%

J.B. Hunt Transport Services, Inc.
Kansas City Southern

Norfolk Southern Corp.

0.1%

Semiconductors & Semiconductor Equipment 1.6%

Advanced Micro Devices, Inc.(!)
Analog Devices, Inc.

Applied Materials, Inc.

Cree, Inc.(V

Cypress Semiconductor Corp.(V
Intel Corp.

Teradyne, Inc.(

Software 3.3%

Concur Technologies, Inc."
Microsoft Corp.

Oracle Corp.

Symantec Corp.

Specialty Retail 1.9%
Abercrombie & Fitch Co., Class A
Advance Auto Parts, Inc.

Bed Bath & Beyond, Inc.(V

Home Depot, Inc. (The)

Lowe s Companies, Inc.

Tiffany & Co.

Textiles, Apparel & Luxury Goods 0.3%
NIKE, Inc., Class B

Shares

12,428
11,002
14,774

6,813
58,590
78,276

5,304
22,296

8,158

3,521
13,949
27,357

352,424
16,160
15,313
21,482
60,131
56,723
32,470

17,822
205,713
106,479

8,033

4,343
3,365
6,692
63,895
11,660
14,641

15,176

Value

347,238
1,398,244
791,443
424,995
1,035,285
1,579,610
248,386
838,776

6,663,977

188,695

188,695

256,786
1,525,463
2,116,064

3,898,313

1,339,211
760,328
268,590

1,293,002
561,624

1,300,091
536,404

6,059,250

1,969,331
6,852,300
3,531,908

198,817

12,552,356

153,612
278,218
517,693
4,846,436
555,133
1,121,793

7,472,885

1,102,385

14
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Tobacco 1.5%
Lorillard, Inc.
Philip Morris International, Inc.

Trading Companies & Distributors 0.1%
Fastenal Co.

Total Common Stocks 100.5%
(identified cost $208,899,454)

5,365
65,027

10,080

$

$

1,102,385

240,245

5,630,688

5,870,933

506,520

506,520

386,436,987

15
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Call Options Written (0.8)%

Description

S&P 500 Index
S&P 500 Index
S&P 500 Index
S&P 500 Index

Total Call Options Written
(premiums received $4,061,774)

Other Assets, Less Liabilities 0.3%

Net Assets  100.0%

The percentage shown for each investment category in the Portfolio of Investments is based on net assets.

ADR - American Depositary Receipt

1) Non-income producing security.

Number of

Contracts
600
585
515
480

Strike

Price
1,665
1,695
1,725
1,700

Expiration
Date Value
10/4/13 $ (1,446,000)
10/11/13 (643,500)
10/19/13 (211,150)
10/25/13 (763,200)

$  (3,063,850)

$ 1,136,989

$ 384,510,126

The cost and unrealized appreciation (depreciation) of investments of the Fund at September 30, 2013, as determined on a federal income tax

basis, were as follows:

Aggregate cost

Gross unrealized appreciation
Gross unrealized depreciation

Net unrealized appreciation

Written options activity for the fiscal year to date ended September 30, 2013 was as follows:

Outstanding, beginning of period

Options written

Options terminated in closing purchase transactions
Options expired

Outstanding, end of period

$ 208,821,022

$ 177,620,894
(4,929)

$ 177,615,965

Number of Premiums
Contracts Received
2,485 $ 4,068,031
22,225 39,557,337
(18,540) (32,804,596)
(3,990) (6,758,998)
2,180 $ 4,061,774

16
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All of the assets of the Fund are subject to segregation to satisfy the requirements of the escrow agent. At September 30, 2013, the Fund had
sufficient cash and/or securities to cover commitments under these contracts.

The Fund is subject to equity price risk in the normal course of pursuing its investment objectives. The Fund writes index call options above the
current value of the index to generate premium income. In writing index call options, the Fund in effect, sells potential appreciation in the value
of the applicable index above the exercise price in exchange for the option premium received. The Fund retains the risk of loss, minus the
premium received, should the price of the underlying index decline.

At September 30, 2013, the aggregate fair value of open derivative instruments (not considered to be hedging instruments for accounting
disclosure purposes) in a liability position and whose primary underlying risk exposure is equity price risk was $3,063,850.

Under generally accepted accounting principles for fair value measurements, a three-tier hierarchy to prioritize the assumptions, referred to as
inputs, is used in valuation techniques to measure fair value. The three-tier hierarchy of inputs is summarized in the three broad levels listed
below.

Level 1 quoted prices in active markets for identical investments

Level 2  other significant observable inputs (including quoted prices for similar investments, interest rates, prepayment speeds, credit risk,
etc.)

Level 3  significant unobservable inputs (including a fund s own assumptions in determining the fair value of investments)

17
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In cases where the inputs used to measure fair value fall in different levels of the fair value hierarchy, the level disclosed is determined based on
the lowest level input that is significant to the fair value measurement in its entirety. The inputs or methodology used for valuing securities are
not necessarily an indication of the risk associated with investing in those securities.

At September 30, 2013, the hierarchy of inputs used in valuing the Fund s investments and open derivative instruments, which are carried at
value, were as follows:

Asset Description Level 1 Level 2 Level 3 Total
Common Stocks $ 386,436,987* $ $ $ 386,436,987
Total Investments $ 386,436,987 $ $ $ 386,436,987
Liability Description

Call Options Written $ (3,063,850) $ $ $ (3,063,850)
Total $ (3,063,850) $ $ $ (3,063,850)

* The level classification by major category of investments is the same as the category presentation in the Portfolio of Investments.
The Fund held no investments or other financial instruments as of December 31, 2012 whose fair value was determined using Level 3 inputs. At
September 30, 2013, there were no investments transferred between Level 1 and Level 2 during the fiscal year to date then ended.

For information on the Fund s policy regarding the valuation of investments and other significant accounting policies, please refer to the Fund s
most recent financial statements included in its semiannual or annual report to shareholders.

18
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Item 2. Controls and Procedures

(a) It is the conclusion of the registrant s principal executive officer and principal financial officer that the effectiveness of the registrant s current
disclosure controls and procedures (such disclosure controls and procedures having been evaluated within 90 days of the date of this filing)
provide reasonable assurance that the information required to be disclosed by the registrant on this Form N-Q has been recorded, processed,
summarized and reported within the time period specified in the Commission s rules and forms and that the information required to be disclosed
by the registrant on this Form N-Q has been accumulated and communicated to the registrant s principal executive officer and principal financial
officer in order to allow timely decisions regarding required disclosure.

(b) There have been no changes in the registrant s internal controls over financial reporting during the fiscal quarter for which the report is being
filed that have materially affected, or are reasonably likely to materially affect the registrant s internal control over financial reporting.

19
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Signatures

Pursuant to the requirements of the Securities Exchange Act of 1934 and the Investment Company Act of 1940, the registrant has duly caused
this report to be signed on its behalf by the undersigned, thereunto duly authorized.

Eaton Vance Tax-Managed Buy-Write Income Fund

By: /s/ Walter A. Row, III
Walter A. Row, 111
President

Date: November 25, 2013
Pursuant to the requirements of the Securities Exchange Act of 1934 and the Investment Company Act of 1940, this report has been signed
below by the following persons on behalf of the registrant and in the capacities and on the dates indicated.

By: /s/ Walter A. Row, III
Walter A. Row, III
President

Date: November 25, 2013

By: /s/James F. Kirchner
James F. Kirchner
Treasurer

Date: November 25, 2013
g any outstanding preferred stock. If the Fund fails to maintain the asset coverage required under the 1940 Act on such
dates and such failure is not cured on or before 60 days, in the case of the Fixed Rate Preferred Stock, or 10 business
days, in the case of the Variable Rate Preferred Stock, the Fund may, and in certain circumstances will be required to,
mandatorily redeem shares of preferred stock sufficient to satisfy such asset coverage. See ~ Redemption below.

Distributions. In connection with the offering of one or more additional series of preferred stock, an accompanying
Prospectus Supplement will specify whether dividends on

46
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such preferred stock will be based on a fixed or variable rate. If such Prospectus Supplement specifies that dividends

will be paid at a fixed rate, holders of such Fixed Rate Preferred Stock will be entitled to receive, out of funds legally
available therefor, cumulative cash distributions, at an annual rate set forth in the applicable Prospectus Supplement,

payable with such frequency as set forth in the applicable Prospectus Supplement. Such distributions will accumulate
from the date on which such shares are issued.

In the alternative, the Prospectus Supplement may state that the holders of one or more series of Variable Rate
Preferred Stock are entitled to receive cash distributions at annual rates stated as a percentage of liquidation
preference, that will vary from dividend period to dividend period. The liquidation preference per share and the
dividend rate for the initial dividend period for any such series of preferred stock will be the rate set forth in the
Prospectus Supplement for such series. For subsequent dividend periods, each such series of preferred stock will pay
distributions based on a rate set at an auction, normally held weekly, but not in excess of a maximum rate. Dividend
periods generally will be seven days, and the dividend periods generally will begin on the first business day after an
auction. In most instances, distributions are also paid weekly, on the business day following the end of the dividend
period. The Fund, subject to some limitations, may change the length of the dividend periods, designating them as

special dividend periods, as described below under  Designation of Special Dividend Periods.

Distribution Payments. Except as described below, the dividend payment date for a series of Variable Rate
Preferred Stock will be the first business day after the dividend period ends. The dividend payment dates for special
dividend periods of more (or less) than seven days will be set out in the notice designating a special dividend period.
See  Designation of Special Dividend Periods for a discussion of payment dates for a special dividend period.

If a dividend payment date for a series of Variable Rate Preferred Stock is not a business day because the NYSE is
closed for business for more than three consecutive business days due to an act of God, natural disaster, act of war,
civil or military disturbance, act of terrorism, sabotage, riots or a loss or malfunction of utilities or communications
services, or the dividend payable on such date can not be paid for any such reason, then:

the dividend payment date for the affected dividend period will be the next business day on which the Fund and
its paying agent, if any, are able to cause the distributions to be paid using their reasonable best efforts;

the affected dividend period will end on the day it would have ended had such event not occurred and the
dividend payment date had remained the scheduled date; and

the next dividend period will begin and end on the dates on which it would have begun and ended had such
event not occurred and the dividend payment date remained the scheduled date.

Determination of Dividend Rates. The Fund computes the distributions per share for a series of Variable Rate
Preferred Stock by multiplying the applicable rate determined at the auction by a fraction, the numerator of which
normally is the number of days in such dividend period and the denominator of which is 360. This applicable rate is
then multiplied by the liquidation preference per share of such series to arrive at the distribution per share.

47
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Maximum Rate. The dividend rate for a series of Variable Rate Preferred Stock that results from an auction for
such shares will not be greater than the applicable maximum rate. The maximum rate for any standard dividend period
will be the greater of the applicable percentage of the reference rate or the reference rate plus the applicable spread.

The reference rate will be the applicable LIBOR Rate (as defined below) for a dividend period of fewer than 365 days
or the Treasury Index Rate (as defined below) for a dividend period of 365 days or more. The applicable percentage
and the applicable spread will be determined based on the lower of the credit ratings assigned to such series of
preferred shares by Moody s and S&P on the auction date for such period (as set forth in the table below). If Moody s
and/or S&P do not make such rating available, the rate will be determined by reference to equivalent ratings issued by
a substitute rating agency. In the case of a special dividend period, (1) the Fund will communicate the maximum
applicable rate in a notice of special rate period for such dividend payment period, (2) the applicable percentage and
applicable spread will be determined on the date two business days before the first day of such special dividend period
and (3) the reference rate will be the applicable LIBOR Rate for a dividend period of fewer than 365 days or the
Treasury Index Rate for a dividend period of 365 days or more.

The LIBOR Rate, as described in greater detail in the Articles Supplementary, is the applicable London Inter-Bank
Offered Rate for deposits in U.S. dollars for the period most closely approximating the applicable dividend period for
the preferred stock.

The Treasury Index Rate, as described in greater detail in the Articles Supplementary, is the average yield to
maturity for certain U.S. Treasury securities having substantially the same length to maturity as the applicable
dividend period for the preferred stock.

Credit Ratings Applicable Applicable
Moody s S&P Percentage Spread
Aaa AAA 150% 1.50%
Aa3 to Aal AA to AA+ 250% 2.50%
A3 to Al A to A+ 350% 3.50%
Baal or lower BBB+ or lower 550% 5.50%

If the Fund maintains an AAA and/or Aaa rating on the preferred stock, the practical effect of the different methods

used to determine the maximum rate is shown in the table below:
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Maximum
Applicable Method Used to
Rate Using the Maximum Applicable Determine the
Applicable Rate Using the Maximum Applicable
Reference Rate Percentage Applicable Spread Rate
1% 1.50% 2.50% Spread
2% 3.00% 3.50% Spread
3% 4.50% 4.50% Either
4% 6.00% 5.50% Percentage
5% 7.50% 6.50% Percentage
6% 9.00% 7.50% Percentage

There is no minimum dividend rate in respect of any dividend period.

Effect of Failure to Pay Distributions in a Timely Manner. If the Fund fails to pay the paying agent the full amount
of any distribution or redemption price, as applicable, for a series of Variable Rate Preferred Stock in a timely manner,
the dividend rate for the dividend period following such a failure to pay (such period referred to as the default period)
and any subsequent dividend period for which such default is continuing will be the default rate. In the event that the
Fund fully pays all default amounts due during a dividend period, the dividend rate for the remainder of that dividend
period will be, as the case may be, the applicable rate (for the first dividend period following a dividend default) or the
then maximum rate (for any subsequent dividend period for which such default is continuing).

The default rate is 550% of the applicable LIBOR Rate for a dividend period of 364 days or fewer and 550% of the
applicable Treasury Index Rate for a dividend period of longer than 364 days.

Designation of Special Dividend Periods. The Fund may instruct the auction agent to hold auctions more or less
frequently than weekly and may designate dividend periods longer or shorter than one week. The Fund may do this if,
for example, the Fund expects that short-term rates might increase or market conditions otherwise change, in an effort
to optimize the potential benefit of the Fund s leverage for holders of its common stock. The Fund does not currently
expect to hold auctions and pay distributions less frequently than weekly or establish dividend periods longer or
shorter than one week. If the Fund designates a special dividend period, changes in interest rates could affect the price
received if preferred shares are sold in the secondary market.

Any designation of a special dividend period for a series of Variable Rate Preferred Stock will be effective only if
(1) notice thereof has been given as provided for in the Governing Documents, (ii) any failure to pay in a timely
manner to the auction agent the full amount of any distribution on, or the redemption price of, any preferred stock has
been cured as provided for in the Governing Documents, (iii) the auction immediately preceding the special dividend
period was not a failed auction, (iv) if the Fund has mailed a notice of redemption with respect to any preferred stock,
the Fund has deposited with the paying agent all funds necessary for such redemption and (v) the Fund has confirmed
that as of the auction date next preceding the first day of such special dividend period, it has assets with an aggregate
discounted value at least equal to the Basic Maintenance Amount, and the Fund has provided notice of such
designation and a Basic Maintenance Report to each rating agency then rating the preferred stock at the request of the
Fund.

The dividend payment date for any such special dividend period will be set out in the notice designating the special
dividend period. In addition, for special dividend periods of at least
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91 days, dividend payment dates will occur on the first business day of each calendar month within such dividend
period and on the business day following the last day of such dividend period.

Before the Fund designates a special dividend period: (i) at least seven business days (or two business days in the
event the duration of the dividend period prior to such special dividend period is less than eight days) and not more
than 30 business days before the first day of the proposed special dividend period, the Fund will issue a press release
stating its intention to designate a special dividend period and inform the auction agent of the proposed special
dividend period by telephonic or other means and confirm it in writing promptly thereafter and (ii) the Fund must
inform the auction agent of the proposed special dividend period by 3:00 p.m., New York City time on the second
business day before the first day of the proposed special dividend period.

Restrictions on Dividends and Other Distributions for the Preferred Stock

So long as any preferred stock is outstanding, the Fund may not pay any dividend or distribution (other than a
dividend or distribution paid in common stock or in options, warrants or rights to subscribe for or purchase common
stock) in respect of the common stock or call for redemption, redeem, purchase or otherwise acquire for consideration
any common stock (except by conversion into or exchange for shares of the Fund ranking junior to the preferred stock
as to the payment of dividends or distributions and the distribution of assets upon liquidation), unless:

the Fund has declared and paid (or provided to the relevant dividend paying agent) all camulative distributions
on the Fund s outstanding preferred stock due on or prior to the date of such common stock dividend or
distribution;

the Fund has redeemed the full number of shares of preferred stock to be redeemed pursuant to any mandatory
redemption provision in the Fund s Governing Documents; and

after making the distribution, the Fund meets applicable asset coverage requirements described under ~ Rating
Agency Guidelines and  Asset Maintenance Requirements.

No full distribution will be declared or made on any series of preferred stock for any dividend period, or part
thereof, unless full cumulative distributions due through the most recent dividend payment dates therefor for all
outstanding series of preferred stock of the Fund ranking on a parity with such series as to distributions have been or
contemporaneously are declared and made. If full camulative distributions due have not been made on all outstanding
preferred stock of the Fund ranking on a parity with such series of preferred stock as to the payment of distributions,
any distributions being paid on the preferred stock will be paid as nearly pro rata as possible in proportion to the
respective amounts of distributions accumulated but unmade on each such series of preferred stock on the relevant
dividend payment date. The Fund s obligation to make distributions on the preferred stock will be subordinate to its
obligations to pay interest and principal, when due, on any senior securities representing debt.

Redemption

Mandatory Redemption Relating to Asset Coverage Requirements. The Fund may, at its option, consistent with its
Governing Documents and the 1940 Act, and in certain circumstances will be required to, mandatorily redeem
preferred stock in the event that:
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the Fund fails to maintain the asset coverage requirements specified under the 1940 Act on a quarterly valuation
date and such failure is not cured on or before 60 days, in the case of the Fixed Rate Preferred Stock, or 10
business days, in the case of the Variable Rate Preferred Stock, following such failure; or

the Fund fails to maintain the asset coverage requirements as calculated in accordance with the applicable rating
agency guidelines as of any monthly valuation date, and such failure is not cured on or before 10 business days
after such valuation date.

The redemption price for preferred stock subject to mandatory redemption will be the liquidation preference, as
stated in the Articles Supplementary of each existing series of preferred stock or the Prospectus Supplement
accompanying the issuance of any additional series of preferred stock, plus an amount equal to any accumulated but
unpaid distributions (whether or not earned or declared) to the date fixed for redemption, plus (in the case of preferred
stock having a dividend period of more than one year) any applicable redemption premium determined by the Board
and included in the Articles Supplementary.

The number of shares of preferred stock that will be redeemed in the case of a mandatory redemption will equal the
minimum number of outstanding shares of preferred stock, the redemption of which, if such redemption had occurred
immediately prior to the opening of business on the applicable cure date, would have resulted in the relevant asset
coverage requirement having been met or, if the required asset coverage cannot be so restored, all of the shares of
preferred stock. In the event that shares of preferred stock are redeemed due to a failure to satisfy the 1940 Act asset
coverage requirements, the Fund may, but is not required to, redeem a sufficient number of shares of preferred stock
so that the Fund s assets exceed the asset coverage requirements under the 1940 Act after the redemption by 10% (that
is, 220% asset coverage). In the event that shares of preferred stock are redeemed due to a failure to satisfy applicable
rating agency guidelines, the Fund may, but is not required to, redeem a sufficient number of shares of preferred stock
so that the Fund s discounted portfolio value (as determined in accordance with the applicable rating agency
guidelines) after redemption exceeds the asset coverage requirements of each applicable rating agency by up to 10%
(that is, 110% rating agency asset coverage).

If the Fund does not have funds legally available for the redemption of, or is otherwise unable to redeem, all the
shares of preferred stock to be redeemed on any redemption date, the Fund will redeem on such redemption date that
number of shares for which it has legally available funds, or is otherwise able to redeem, from the holders whose
shares are to be redeemed ratably on the basis of the redemption price of such shares, and the remainder of those
shares to be redeemed will be redeemed on the earliest practicable date on which the Fund will have funds legally
available for the redemption of, or is otherwise able to redeem, such shares upon written notice of redemption.

If fewer than all shares of the Fund s outstanding preferred stock are to be redeemed, the Fund, at its discretion and
subject to the limitations of the Charter, the 1940 Act, and Maryland law, will select the one or more series of
preferred stock from which shares will be redeemed and the amount of preferred stock to be redeemed from each such
series. If fewer than all shares of a series of preferred stock are to be redeemed, such redemption will be made as
among the holders of that series pro rata in accordance with the respective number of shares of such series held by
each such holder on the record date for such redemption (or by such other equitable method as the Fund may
determine). If fewer than all shares of preferred stock held by any holder are to be
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redeemed, the notice of redemption mailed to such holder will specify the number of shares to be redeemed from such
holder, which may be expressed as a percentage of shares held on the applicable record date.

Optional Redemption of Fixed Rate Preferred Stock. Shares of Fixed Rate Preferred Stock are not subject to
optional redemption by the Fund until the date, if any, specified in the applicable Prospectus or Prospectus
Supplement, unless such redemption is necessary, in the judgment of the Fund, to maintain the Fund s status as a
regulated investment company under the Code. Commencing on such date and thereafter, the Fund may at any time
redeem such Fixed Rate Preferred Stock in whole or in part for cash at a redemption price per share equal to the
liquidation preference per share plus accumulated and unpaid distributions (whether or not earned or declared) to the
redemption date. Such redemptions are subject to the notice requirements set forth under =~ Redemption Procedures and
the limitations of the Charter, the 1940 Act and Maryland law.

Optional Redemption of Variable Rate Preferred Stock. The Fund generally may redeem Variable Rate Preferred
Stock, in whole or in part, at its option at any time (usually on a dividend or distribution payment date), other than
during a non-call period. The Fund may designate a non-call period during a dividend period of more than seven days.
In the case of such preferred stock having a dividend period of one year or less, the redemption price per share will
equal the liquidation preference plus an amount equal to any accumulated but unpaid distributions thereon (whether or
not earned or declared) to the redemption date, and in the case of such preferred stock having a dividend period of
more than one year, the redemption price per share will equal the liquidation preference plus any redemption premium
applicable during such dividend period. Such redemptions are subject to the notice requirements set forth under

Redemption Procedures and the limitations of the limitations of the Charter, the 1940 Act and Maryland law.

Redemption Procedures. A notice of redemption with respect to an optional redemption will be given to the holders
of record of preferred stock selected for redemption not less than 15 days (subject to NYSE requirements), in the case
of Fixed Rate Preferred Stock, and not less than seven days, in the case of Variable Rate Preferred Stock, nor, in both
cases, more than 40 days prior to the date fixed for redemption. Preferred shareholders may receive shorter notice in
the event of a mandatory redemption. Each notice of redemption will state (i) the redemption date, (ii) the number or
percentage of shares of preferred stock to be redeemed (which may be expressed as a percentage of such shares
outstanding), (iii) the CUSIP number(s) of such shares, (iv) the redemption price (specifying the amount of
accumulated distributions to be included therein), (v) the place or places where such shares are to be redeemed,

(vi) that distributions on the shares to be redeemed will cease to accumulate on such redemption date, (vii) the
provision of the Articles Supplementary under which the redemption is being made and (viii) any conditions
precedent to such redemption. No defect in the notice of redemption or in the mailing thereof will affect the validity of
the redemption proceedings, except as required by applicable law.

The holders of preferred shares, whether subject to a variable or fixed rate, will not have the right to redeem any of
their shares at their option.

Liquidation Rights

In the event of any voluntary or involuntary liquidation, dissolution or winding up of the Fund, the holders of

preferred stock then outstanding will be entitled to receive a preferential
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liquidating distribution, which is expected to equal the original purchase price per preferred share plus accumulated
and unpaid dividends, whether or not declared, before any distribution of assets is made to holders of common stock.
After payment of the full amount of the liquidating distribution to which they are entitled, the holders of preferred
stock will not be entitled to any further participation in any distribution of assets by the Fund.

Voting Rights

Except as otherwise stated in this Prospectus, specified in the Fund s Charter or resolved by the Board or as
otherwise required by applicable law, holders of preferred stock shall be entitled to one vote per share held on each
matter submitted to a vote of the shareholders of the Fund and will vote together with holders of common stock and of
any other preferred stock then outstanding as a single class.

In connection with the election of the Fund s Directors, holders of the outstanding shares of preferred stock, voting
together as a single class, will be entitled at all times to elect two of the Fund s Directors, and the remaining Directors
will be elected by holders of common stock and holders of preferred stock, voting together as a single class. In
addition, if (i) at any time dividends and distributions on outstanding shares of preferred stock are unpaid in an
amount equal to at least two full years dividends and distributions thereon and sufficient cash or specified securities
have not been deposited with the applicable paying agent for the payment of such accumulated dividends and
distributions or (ii) at any time holders of any other series of preferred stock are entitled to elect a majority of the
Directors of the Fund under the 1940 Act or the applicable Articles Supplementary creating such shares, then the
number of Directors constituting the Board automatically will be increased by the smallest number that, when added
to the two Directors elected exclusively by the holders of preferred stock as described above, would then constitute a
simple majority of the Board as so increased by such smallest number. Such additional Directors will be elected by the
holders of the outstanding shares of preferred stock, voting together as a single class, at a special meeting of
shareholders which will be called as soon as practicable and will be held not less than ten nor more than twenty days
after the mailing date of the meeting notice. If the Fund fails to send such meeting notice or to call such a special
meeting, the meeting may be called by any preferred shareholder on like notice. The terms of office of the persons
who are Directors at the time of that election will continue. If the Fund thereafter pays, or declares and sets apart for
payment in full, all dividends and distributions payable on all outstanding shares of preferred stock for all past
dividend periods or the holders of other series of preferred stock are no longer entitled to elect such additional
Directors, the additional voting rights of the holders of the preferred stock as described above will cease, and the terms
of office of all of the additional Directors elected by the holders of the preferred stock (but not of the Directors with
respect to whose election the holders of common stock were entitled to vote or the two Directors the holders of
preferred stock have the right to elect as a separate class in any event) will terminate automatically.

So long as shares of preferred stock are outstanding, the Fund will not, without the affirmative vote of the holders
of a majority (as defined in the 1940 Act) of the shares of preferred stock outstanding at the time, and present and
voting on such matter, voting separately as one class, amend, alter or repeal the provisions of the Fund s Charter
whether by merger, consolidation or otherwise, so as to materially adversely affect any of the rights, preferences or
powers expressly set forth in the Charter with respect to such shares of preferred stock, unless the Fund obtains
written confirmation from Moody s, S&P or any such other rating agency then
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rating the preferred stock that such amendment, alteration or repeal would not impair the rating then assigned by such
rating agency to the preferred stock, in which case the vote or consent of the holders of the preferred stock is not
required. Also, to the extent permitted under the 1940 Act, in the event shares of more than one series of preferred
stock are outstanding, the Fund will not approve any of the actions set forth in the preceding sentence which
materially adversely affect the rights, preferences or powers expressly set forth in the Charter with respect to such
shares of a series of preferred stock differently than those of a holder of shares of any other series of preferred stock
without the affirmative vote of the holders of at least a majority of the shares of preferred stock of each series
materially adversely affected and outstanding at such time (each such materially adversely affected series voting
separately as a class to the extent its rights are affected differently). For purposes of this paragraph, no matter shall be
deemed to adversely affect any right, preference or power unless such matter (i) adversely alters or abolishes any
preferential right of such series; (ii) creates, adversely alters or abolishes any right in respect of redemption of such
series; or (iii) creates or adversely alters (other than to abolish) any restriction on transfer applicable to such series.

Under the Charter and applicable provisions of the 1940 Act or Maryland law, the affirmative vote of a majority of
the votes entitled to be cast by holders of outstanding shares of the preferred stock, voting together as a single class,
will be required to approve any plan of reorganization adversely affecting the preferred stock. The approval of 66%/;%
of each class, voting separately, of the Fund s outstanding voting stock is required to authorize the conversion of the
Fund from a closed-end to an open-end investment company. The approval of a majority (as that term is defined in the
1940 Act) of the Fund s outstanding preferred stock and a majority (as that term is defined in the 1940 Act) of the
Fund s outstanding voting securities are required to approve any action requiring a vote of security holders under
Section 13(a) of the 1940 Act (other than a conversion of the Fund from a closed-end to an open-end investment
company), including, among other things, changes in the Fund s investment objectives or changes in the investment
restrictions described as fundamental policies under Investment Objectives and Policies in this Prospectus and the
SAI, How the Fund Manages Risk Investment Restrictions in this Prospectus and Investment Restrictions in the SAIL.
For purposes of this paragraph, except as otherwise required under the 1940 Act, the majority of the outstanding
preferred stock means, in accordance with Section 2(a)(42) of the 1940 Act, the vote, at the annual or a special
meeting of the shareholders of the Fund duly called (i) of 66%/;% or more of the shares of preferred stock present at
such meeting, if the holders of more than 50% of the outstanding shares of preferred stock are present or represented
by proxy, or (ii) more than 50% of the outstanding shares of preferred stock, whichever is less. The class vote of
holders of preferred stock described above in each case will be in addition to a separate vote of the requisite
percentage of common stock, and any other preferred stock, voting together as a single class, that may be necessary to
authorize the action in question.

The calculation of the elements and definitions of certain terms of the rating agency guidelines may be modified by
action of the Board without further action by the shareholders if the Board determines that such modification is
necessary to prevent a reduction in rating of the shares of preferred stock by Moody s and/or S&P (or such other rating
agency then rating the preferred stock at the request of the Fund), as the case may be, or is in the best interests of the
holders of common stock and is not adverse to the holders of preferred stock in view of advice to the Fund by the
relevant rating agencies that such modification would not adversely affect its then-current rating of the preferred
stock.
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The foregoing voting provisions will not apply to any series of preferred stock if, at or prior to the time when the
act with respect to which such vote otherwise would be required will be effected, such stock will have been redeemed
or called for redemption and sufficient cash or cash equivalents provided to the applicable paying agent to effect such
redemption. The holders of preferred stock will have no preemptive rights or rights to cumulative voting.

Limitation on Issuance of Preferred Stock

So long as the Fund has preferred stock outstanding, subject to receipt of approval from the rating agencies of each
series of preferred stock outstanding, and subject to compliance with the Fund s investment objectives, policies and
restrictions, the Fund may issue and sell shares of one or more other series of additional preferred stock provided that
the Fund will, immediately after giving effect to the issuance of such additional preferred stock and to its receipt and
application of the proceeds thereof (including, without limitation, to the redemption of preferred stock to be redeemed
out of such proceeds), have an asset coverage for all senior securities of the Fund which are stock, as defined in the
1940 Act, of at least 200% of the sum of the liquidation preference of the shares of preferred stock of the Fund then
outstanding and all indebtedness of the Fund constituting senior securities and no such additional preferred stock will
have any preference or priority over any other preferred stock of the Fund upon the distribution of the assets of the
Fund or in respect of the payment of dividends or distributions.

The Fund will consider from time to time whether to offer additional preferred stock or securities representing
indebtedness and may issue such additional securities if the Board concludes that such an offering would be consistent
with the Fund s Charter and applicable law, and in the best interest of existing common shareholders.

Book Entry. Shares of Fixed Rate Preferred Stock sold through this offering will initially be held in the name of
Cede & Co. as nominee for DTC. The Fund will treat Cede & Co. as the holder of record of such shares for all
purposes. In accordance with the procedures of DTC, however, purchasers of Fixed Rate Preferred Stock will be
deemed the beneficial owners of shares purchased for purposes of dividends, voting and liquidation rights.

Shares of Variable Rate Preferred Stock will initially be held by the auction agent as custodian for Cede & Co., in
whose name the shares of Variable Rate Preferred Stock will be registered. The Fund will treat Cede & Co. as the
holder of record of the such shares for all purposes.

ANTI-TAKEOVER PROVISIONS OF THE FUND S GOVERNING DOCUMENTS

The Fund presently has provisions in its Charter and By-Laws which could have the effect of limiting, in each case:

the ability of other entities or persons to acquire control of the Fund;

the Fund s freedom to engage in certain transactions; or

the ability of the Fund s Directors or shareholders to amend the Governing Documents or effectuate changes in
the Fund s management.

These provisions of the Governing Documents may be regarded as anti-takeover provisions. The Board is divided
into three classes, each having a term of no more than three years. Each year the term of one class of Directors will
expire. Accordingly, only those Directors in one class may be changed in any one year, and it would require a
minimum of
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two years to change a majority of the Board. Further, one Director in each of two of the classes of the Fund is elected
solely by the holders of the Fund s preferred stock and cannot be removed or replaced by the holders of the common
stock. Such system of electing Directors may have the effect of maintaining the continuity of management and, thus,
make it more difficult for the shareholders of the Fund to change the majority of Directors. A Director of the Fund
may be removed with or without cause by a vote of a majority of the votes entitled to be cast for the election of such
Director.

In addition, the affirmative vote of the holders of 66%/;% of the outstanding shares of each class (voting separately)
of the Fund is required to authorize its conversion from a closed-end to an open-end investment company or generally
to authorize any of the following transactions:

the merger or consolidation of the Fund with any entity;

the issuance of any securities of the Fund for cash to any entity or person;

the sale, lease or exchange of all or any substantial part of the assets of the Fund to any entity or person (except
assets having an aggregate fair market value of less than $1,000,000); or

the sale, lease or exchange to the Fund, in exchange for securities of the Fund, of any assets of any entity or

person (except assets having an aggregate fair market value of less than $1,000,000);
if such person or entity is directly, or indirectly through affiliates, the beneficial owner of more than 5% of the
outstanding shares of the Fund, such vote would not be required when, under certain conditions, the Board approves
the transaction. Further, unless a higher percentage is provided for under the Charter, the affirmative vote of a
majority (as defined in the 1940 Act) of the votes entitled to be cast by holders of outstanding shares of the Fund s
preferred stock, voting as a separate class, will be required to approve any plan of reorganization adversely affecting
such stock or any action requiring a vote of security holders under Section 13(a) of the 1940 Act, including, among
other things, changing the Fund s subclassification as a closed-end investment company, changing the Fund s
investment objectives or changing its fundamental investment restrictions.

Maryland corporations that are subject to the Securities Exchange Act of 1934, as amended (the 1934 Act ), and
have at least three outside directors, such as the Fund, may by board resolution elect to become subject to certain
corporate governance provisions set forth in the Maryland corporate law, even if such provisions are inconsistent with
the corporation s charter and by-laws. Accordingly, notwithstanding the Fund s Governing Documents, under Maryland
law the Board may elect by resolution to, among other things:

require that special meetings of shareholders be called only at the request of shareholders entitled to cast at least
a majority of the votes entitled to be cast at such meeting;

reserve for the Board the right to fix the number of Fund Directors;

provide that Directors are subject to removal only by the vote of the holders of two-thirds of the stock entitled to
vote; and

retain for the Board sole authority to fill vacancies created by the death, removal or resignation of a Director,
with any Director so appointed to serve for the balance of the unexpired term rather than only until the next
annual meeting of shareholders.
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The Board may make any of the foregoing elections without amending the Fund s Governing Documents and
without shareholder approval. Though a corporation s charter or a resolution by its board may prohibit its directors
from making the elections set forth above, the Fund s Board currently is not prohibited from making any such
elections.

The provisions of the Governing Documents and Maryland law described above could have the effect of depriving
the owners of shares in the Fund of opportunities to sell their shares at a premium over prevailing market prices, by
discouraging a third party from seeking to obtain control of the Fund in a tender offer or similar transaction. The
overall effect of these provisions is to render more difficult the accomplishment of a merger or the assumption of
control by a principal shareholder. The Board has determined that the foregoing voting requirements, which are
generally greater than the minimum requirements under Maryland law and the 1940 Act, are in the best interests of the
shareholders generally.

The Governing Documents of the Fund are on file with the SEC.

CLOSED-END FUND STRUCTURE

The Fund is a non-diversified, closed-end management investment company (commonly referred to as a closed-end
fund). Closed-end funds differ from open-end funds (which are generally referred to as mutual funds) in that
closed-end funds generally list their shares for trading on a stock exchange and do not redeem their shares at the
request of the shareholder. This means that if you wish to sell your shares of a closed-end fund you must trade them
on the market like any other stock at the prevailing market price at that time. In a mutual fund, if the shareholder
wishes to sell shares of the Fund, the mutual fund will redeem or buy back the shares at net asset value. Also, mutual
funds generally offer new shares on a continuous basis to new investors, and closed-end funds generally do not. The
continuous inflows and outflows of assets in a mutual fund can make it difficult to manage the Fund s investments. By
comparison, closed-end funds are generally able to stay more fully invested in securities that are consistent with their
investment objective, to have greater flexibility to make certain types of investments and to use certain investment
strategies such as financial leverage and investments in illiquid securities.

Shares of closed-end funds often trade at a discount to their net asset value. Because of this possibility and the
recognition that any such discount may not be in the interest of shareholders, the Fund s Board might consider from
time to time engaging in open-market repurchases, tender offers for shares or other programs intended to reduce a
discount. We cannot guarantee or assure, however, that the Fund s Board will decide to engage in any of these
actions. Nor is there any guarantee or assurance that such actions, if undertaken, would result in the shares trading at a
price equal or close to net asset value per share. The Board might also consider converting the Fund to an open-end
mutual fund, which would also require a supermajority vote of the shareholders of the Fund and a separate vote of any
outstanding preferred shares. We cannot assure you that the Fund s common shares will not trade at a discount.
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NET ASSET VALUE

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 such 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 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 the Investment 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 instruments with remaining maturities of 60 days or less that are not credit
impaired are valued at amortized cost, 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. 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.

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 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 valuation on the basis of prices provided by one or more pricing services approved by the Board.
All other investment assets, including restricted and not readily marketable securities, are valued at their fair value as
determined in good faith under procedures established by and under the general supervision of the Board. 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 had more than a minimal effect on the Fund s
asset value per share, the Fund may fair value such portfolio securities based on available market information as of the
time the Fund determines its net asset value.
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TAXATION

The following discussion is a brief summary of certain U.S. federal income tax considerations affecting the Fund
and its shareholders. This discussion reflects applicable tax laws of the United States as of the date of this Prospectus,
which tax laws may be changed or subject to new interpretations by the courts or the Internal Revenue Service (the

IRS) retroactively or prospectively. No attempt is made to present a detailed explanation of all U.S. federal, state,

local and foreign tax concerns affecting the Fund and its shareholders (including shareholders owning a large position
in the Fund), and the discussions set forth herein do not constitute tax advice. Investors are urged to consult their own
tax advisers to determine the tax consequences to them of investing in the Fund.
Taxation of the Fund

The Fund has elected to be treated and has qualified, and intends to continue to qualify, as a regulated investment
company under Subchapter M of the Code. Accordingly, the Fund must, among other things, meet the following
requirements regarding the source of its income and the diversification of its assets:

(i) The Fund must derive in each taxable year at least 90% of its gross income from the following sources, which
are referred to herein as Qualifying Income : (a) dividends, interest (including tax-exempt interest), payments
with respect to certain securities loans, and gains from the sale or other disposition of stock, securities or
foreign currencies, and other income (including but not limited to gain from options, futures and forward
contracts) derived with respect to its business of investing in such stock, securities or foreign currencies; and
(b) interests in publicly traded partnerships that are treated as partnerships for U.S. federal income tax purposes
and that derive less than 90% of their gross income from the items described in (a) above (each a Qualified
Publicly Traded Partnership ).

(i) The Fund must diversify its holdings so that, at the end of each quarter of each taxable year (a) at least 50% of
the market value of the Fund s total assets is represented by cash and cash items, U.S. government securities,
the securities of other regulated investment companies and other securities, with such other securities limited,
in respect of any one issuer, to an amount not greater than 5% of the value of the Fund s total assets and not
more than 10% of the outstanding voting securities of such issuer and (b) not more than 25% of the market
value of the Fund s total assets is invested in the securities (other than U.S. government securities and the
securities of other regulated investment companies) of (I) any one issuer, (II) any two or more issuers in which
the Fund owns 20% or more of the voting stock and that are determined to be engaged in the same business or
similar or related trades or businesses or (II) any one or more Qualified Publicly Traded Partnerships.

As a regulated investment company, the Fund generally will not be subject to U.S. federal income tax on income
and gains that the Fund distributes to its shareholders, provided that it distributes each taxable year at least the sum of
(1) 90% of the Fund s investment company taxable income (which includes, among other items, dividends, interest and
the excess of any net short-term capital gain over net long-term capital loss and other taxable income, other than any
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net long-term capital gain, reduced by deductible expenses) determined without regard to the deduction for dividends
paid and (ii) 90% of the Fund s net tax-exempt interest (the excess of its gross tax-exempt interest over certain
disallowed deductions). The Fund intends to distribute substantially all of such income at least annually. The Fund
will be subject to income tax at regular corporation rates on any taxable income or gains that it does not distribute to
its shareholders.

The Code imposes a 4% nondeductible excise tax on the Fund to the extent the Fund does not distribute by the end
of any calendar year an amount at least equal to the sum of (i) 98% of its ordinary income (not taking into account any
capital gain or loss) for the calendar year and (ii) 98% of its capital gain in excess of its capital loss (adjusted for
certain ordinary losses) for a one-year period generally ending on October 31 of the calendar year (unless an election
is made to use the Fund s fiscal year). In addition, the minimum amounts that must be distributed in any year to avoid
the excise tax will be increased or decreased to reflect any under-distribution or over-distribution, as the case may be,
from the previous year. While the Fund intends to distribute any income and capital gain in the manner necessary to
minimize imposition of the 4% excise tax, there can be no assurance that sufficient amounts of the Fund s taxable
income and capital gain will be distributed to entirely avoid the imposition of the excise tax. In that event, the Fund
will be liable for the excise tax only on the amount by which it does not meet the foregoing distribution requirement.

If for any taxable year the Fund does not qualify as a regulated investment company, all of its taxable income
(including its net capital gain) will be subject to tax at regular corporate rates without any deduction for distributions
to shareholders.

Taxation of Shareholders

Distributions paid to you by the Fund from its net realized long-term capital gains, if any, that the Fund designates
as capital gains dividends ( capital gain dividends ) are taxable as long-term capital gains, regardless of how long you
have held your shares. All other dividends paid to you by the Fund (including dividends from short-term capital gains)
from its current or accumulated earnings and profits ( ordinary income dividends ) are generally subject to tax as
ordinary income.

Special rules apply, however, to ordinary income dividends paid to individuals with respect to taxable years
beginning on or before December 31, 2010. If you are an individual, any such ordinary income dividend that you
receive from the Fund generally will be eligible for taxation at the Federal rates applicable to long-term capital gains
(currently at a maximum rate of 15%) to the extent that (i) the ordinary income dividend is attributable to qualified
dividend income (i.e., generally dividends paid by U.S. corporations and certain foreign corporations) received by the
Fund, (ii) the Fund satisfies certain holding period and other requirements with respect to the stock on which such
qualified dividend income was paid and (iii) you satisfy certain holding period and other requirements with respect to
your shares. There can be no assurance as to what portion of the Fund s ordinary income dividends will constitute
qualified dividend income.

Any distributions you receive that are in excess of the Fund s current or accumulated earnings and profits will be
treated as a tax-free return of capital to the extent of your adjusted tax basis in your shares, and thereafter as capital
gain from the sale of shares. The amount of any Fund distribution that is treated as a tax-free return of capital will
reduce your adjusted tax basis
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in your shares, thereby increasing your potential gain or reducing your potential loss on any subsequent sale or other
disposition of your shares.

Dividends and other taxable distributions are taxable to you even if they are reinvested in additional common
shares of the Fund. Dividends and other distributions paid by the Fund are generally treated under the Code as
received by you at the time the dividend or distribution is made. If, however, the Fund pays you a dividend in January
that was declared in the previous October, November or December and you were the shareholder of record on a
specified date in one of such months, then such dividend will be treated for tax purposes as being paid by the Fund
and received by you on December 31 of the year in which the dividend was declared.

The Fund will send you information after the end of each year setting forth the amount and tax status of any
distributions paid to you by the Fund.

The sale or other disposition of shares of the Fund will generally result in capital gain or loss to you, and will be
long-term capital gain or loss if you have held such shares for more than one year at the time of sale. Any loss upon
the sale or exchange of shares held for six months or less will be treated as long-term capital loss to the extent of any
capital gain dividends received (including amounts credited as an undistributed capital gain dividend) by you with
respect to such shares. Any loss you realize on a sale or exchange of shares will be disallowed if you acquire other
shares (whether through the automatic reinvestment of dividends or otherwise) within a 61-day period beginning
30 days before and ending 30 days after your sale or exchange of the shares. In such case, your tax basis in the shares
acquired will be adjusted to reflect the disallowed loss.

The Fund may be required to withhold, for U.S. federal backup withholding tax purposes, a portion of the
dividends, distributions and redemption proceeds payable to shareholders who fail to provide the Fund (or its agent)
with their correct taxpayer identification number (in the case of individuals, generally, their social security number) or
to make required certifications, or who have been notified by the IRS that they are subject to backup withholding.
Certain shareholders are exempt from backup withholding. Backup withholding is not an additional tax and any
amount withheld may be refunded or credited against your U.S. federal income tax liability, if any, provided that you
furnish the required information to the IRS.

CUSTODIAN, TRANSFER AGENT
AND DIVIDEND DISBURSING AGENT

Mellon Trust of New England, N.A., located at 135 Santilli Highway, Everett, Massachusetts 02149, serves as the
custodian of the Fund s assets pursuant to a custody agreement. Under the custody agreement, the Custodian holds the
Fund s assets in compliance with the 1940 Act. For its services, the Custodian receives a monthly fee based upon the
average weekly value of the total assets of the Fund, plus certain charges for securities transactions.

Computershare, located at 250 Royall Street, Canton, Massachusetts 02021, serves as the Fund s dividend
disbursing agent, as agent under the Fund s Plan and as transfer agent and registrar with respect to the common stock
of the Fund.

Computershare also serves as the Fund s transfer agent, registrar, dividend disbursing agent and redemption agent
with respect to the Series D Preferred and Series F Preferred.
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The Bank of New York, located at 100 Church Street, New York, New York 10286, serves as the auction agent,
transfer agent, registrar, dividend disbursing agent and redemption agent with respect to the Series C Auction Rate
Preferred and Series E Auction Rate Preferred.

PLAN OF DISTRIBUTION

We may sell shares through underwriters or dealers, directly to one or more purchasers, through agents, to or
through underwriters or dealers, or through a combination of any such methods of sale. The applicable Prospectus
Supplement will identify any underwriter or agent involved in the offer and sale of our shares, any sales loads,
discounts, commissions, fees or other compensation paid to any underwriter, dealer or agent, the offering price, net
proceeds and use of proceeds and the terms of any sale.

The distribution of our shares may be effected from time to time in one or more transactions at a fixed price or
prices, which may be changed, at prevailing market prices at the time of sale, at prices related to such prevailing
market prices, or at negotiated prices, provided, however, that the offering price per share in the case of common
shares, must equal or exceed the net asset value per share, exclusive of any underwriting commissions or discounts, of
our common shares.

We may sell our shares directly to, and solicit offers from, institutional investors or others who may be deemed to
be underwriters as defined in the Securities Act of 1933 (the Securities Act ) for any resales of the securities. In this
case, no underwriters or agents would be involved. We may use electronic media, including the Internet, to sell
offered securities directly.

In connection with the sale of our shares, underwriters or agents may receive compensation from us in the form of
discounts, concessions or commissions. Underwriters may sell our shares to or through dealers, and such dealers may
receive compensation in the form of discounts, concessions or commissions from the underwriters and/or
commissions from the purchasers for whom they may act as agents. Underwriters, dealers and agents that participate
in the distribution of our shares may be deemed to be underwriters under the Securities Act, and any discounts and
commissions they receive from us and any profit realized by them on the resale of our shares may be deemed to be
underwriting discounts and commissions under the Securities Act. Any such underwriter or agent will be identified
and any such compensation received from us will be described in the applicable Prospectus Supplement. The
maximum commission or discount to be received by any NASD member or independent broker-dealer will not exceed
eight percent. We will not pay any compensation to any underwriter or agent in the form of warrants, options,
consulting or structuring fees or similar arrangements.

If a Prospectus Supplement so indicates, we may grant the underwriters an option to purchase additional shares at
the public offering price, less the underwriting discounts and commissions, within 45 days from the date of the
Prospectus Supplement, to cover any overallotments.
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Under agreements into which we may enter, underwriters, dealers and agents who participate in the distribution of
our shares may be entitled to indemnification by us against certain liabilities, including liabilities under the Securities
Act. Underwriters, dealers and agents may engage in transactions with us, or perform services for us, in the ordinary
course of business.

If so indicated in the applicable Prospectus Supplement, we will ourselves, or will authorize underwriters or other
persons acting as our agents to solicit offers by certain institutions to purchase our shares from us pursuant to contracts
providing for payment and delivery on a future date. Institutions with which such contacts may be made include
commercial and savings banks, insurance companies, pension funds, investment companies, educational and
charitable institutions and others, but in all cases such institutions must be approved by us. The obligation of any
purchaser under any such contract will be subject to the condition that the purchase of the shares shall not at the time
of delivery be prohibited under the laws of the jurisdiction to which such purchaser is subject. The underwriters and
such other agents will not have any responsibility in respect of the validity or performance of such contracts. Such
contracts will be subject only to those conditions set forth in the Prospectus Supplement, and the Prospectus
Supplement will set forth the commission payable for solicitation of such contracts.
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To the extent permitted under the 1940 Act and the rules and regulations promulgated thereunder, the underwriters
may from time to time act as brokers or dealers and receive fees in connection with the execution of our portfolio
transactions after the underwriters have ceased to be underwriters and, subject to certain restrictions, each may act as a
broker while it is an underwriter.

A Prospectus and accompanying Prospectus Supplement in electronic form may be made available on the websites
maintained by underwriters. The underwriters may agree to allocate a number of securities for sale to their online
brokerage account holders. Such allocations of securities for Internet distributions will be made on the same basis as
other allocations. In addition, securities may be sold by the underwriters to securities dealers who resell securities to
online brokerage account holders.

In order to comply with the securities laws of certain states, if applicable, our shares offered hereby will be sold in
such jurisdictions only through registered or licensed brokers or dealers.

LEGAL MATTERS

Certain legal matters will be passed on by Willkie Farr & Gallagher LLP, 787 Seventh Avenue, New York, New
York 10019 in connection with the offering of the preferred stock. Counsel for the Fund will rely, as to certain matters
of Maryland law, on Venable LLP, 1800 Mercantile Bank and Trust Building, 2 Hopkins Plaza, Baltimore, Maryland
21201.

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
serves as the Independent Registered Public Accounting Firm of the Fund and
audits the financial statements of the Fund. is located at

ADDITIONAL INFORMATION

The Fund is subject to the informational requirements of the 1934 Act and the 1940 Act and in accordance
therewith files, or will file, reports and other information with the SEC. Reports, proxy statements and other
information filed by the Fund with the SEC pursuant to the informational requirements of the 1934 Act and the 1940
Act can be inspected and copied at the public reference facilities maintained by the SEC, 100 F Street, N.E.,
Washington, D.C. 20549. The SEC maintains a web site at http://www.sec.gov containing reports, proxy and
information statements and other information regarding registrants, including the Fund, that file electronically with the
SEC.

The Fund s common stock, Series D Preferred and Series F Preferred are listed on the NYSE. Reports, proxy
statements and other information concerning the Fund and filed with the SEC by the Fund will be available for
inspection at the NYSE, 20 Broad Street, New York, New York, 10005.

This Prospectus constitutes part of a Registration Statement filed by the Fund with the SEC under the Securities
Act and the 1940 Act. This Prospectus omits certain of the information
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contained in the Registration Statement, and reference is hereby made to the Registration Statement and related
exhibits for further information with respect to the Fund and the shares offered hereby. Any statements contained
herein concerning the provisions of any document are not necessarily complete, and, in each instance, reference is
made to the copy of such document filed as an exhibit to the Registration Statement or otherwise filed with the
SEC. Each such statement is qualified in its entirety by such reference. The complete Registration Statement may be
obtained from the SEC upon payment of the fee prescribed by its rules and regulations or free of charge through the
SEC s web site (http://www.sec.gov).

PRIVACY PRINCIPLES OF THE FUND

The Fund is committed to maintaining the privacy of its shareholders and to safeguarding their non-public personal
information. The following information is provided to help you understand what personal information the Fund
collects, how the Fund protects that information and why, in certain cases, the Fund may share information with select
other parties.

Generally, the Fund does not receive any non-public personal information relating to its shareholders, although
certain non-public personal information of its shareholders may become available to the Fund. The Fund does not
disclose any non-public personal information about its shareholders or former shareholders to anyone, except as
permitted by law or as is necessary in order to service shareholder accounts (for example, to a transfer agent or third
party administrator).

The Fund restricts access to non-public personal information about its shareholders to employees of the Fund s
Investment Adviser and its affiliates with a legitimate business need for the information. The Fund maintains physical,
electronic and procedural safeguards designed to protect the non-public personal information of its shareholders.
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No person has been authorized to give any information or to make any representations in connection with this
offering other than those contained in this Prospectus in connection with the offer contained herein, and, if given or
made, such other information or representations must not be relied upon as having been authorized by the Fund, the
Investment Adviser or the underwriters. Neither the delivery of this Prospectus nor any sale made hereunder will,
under any circumstances, create any implication that there has been no change in the affairs of the Fund since the date
hereof or that the information contained herein is correct as of any time subsequent to its date. This Prospectus does
not constitute an offer to sell or a solicitation of an offer to buy any securities other than the securities to which it
relates. This Prospectus does not constitute an offer to sell or the solicitation of an offer to buy such securities in any
circumstance in which such an offer or solicitation is unlawful.
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Filed Pursuant to Rule 497
Registration Statement No. -

PROSPECTUS SUPPLEMENT

(To Prospectus dated 2008)
Shares
[GRAPHIC OMITTED]
Series Preferred Stock
We are offering for sale shares of our Series ___Preferred Stock, par value $0.001 per share. Our

common stock is traded on the New York Stock Exchange under the symbol GAB.
You should review the information set forth under Risk Factors and Special Considerations on page ___of the
accompanying Prospectus before investing in our preferred stock.

Per Share Total (1)
Public offering price

Underwriting discounts and commissions
Proceeds, before expenses, to us

&L L L
&L L P

(1) The aggregate
expenses of the
offering are
estimated to be
$ .
The Series Preferred Stock will be ready for delivery on or about
You should read this Prospectus Supplement and the accompanying Prospectus before deciding whether to invest
in our preferred stock and retain it for future reference. The Prospectus Supplement and the accompanying Prospectus
contain important information about us. Material that has been incorporated by reference and other information about
us can be obtained from us by calling 1-800-GABELLI (422-3554) or from the Securities and Exchange Commission s
( SEC ) website (http://www.sec.gov).
Neither the SEC nor any state securities commission has approved or disapproved these securities or determined if
this Prospectus Supplement is truthful or complete. Any representation to the contrary is a criminal offense.
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Dividend Rate

Dividend Payment
Rate

[Regular Dividend
Period

[Regular Auction Date

Liquidation Preference

[Non-Call Period

TERMS OF THE SERIES PREFERRED STOCK

The dividend rate [for the initial dividend period]D will be %.

[Dividends will be paid when, as and if declared on

and commencing .]@ The payment date for the
initial dividend period will be J@
Regular dividend periods will be days.]®
Auctions will be held on M
$ per share

The shares may not be called for redemption at the option of the Fund prior to
1@

[Stock Exchange Listing]®

[Rating

(1) Applicable
only if the
preferred stock
being offered is
Auction Rate
Preferred Stock.

(2) Applicable
only if the
preferred stock
being offered is
Fixed Rate
Preferred Stock.

It is a condition of issuance that the preferred stock be rated [ ] by [ ].]
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USE OF PROCEEDS
We estimate the total net proceeds of the offering to be $ , based on the public offering price of
$ per share and after deducting underwriting discounts and commissions and estimated offering expenses

payable by us.

The Investment Adviser expects that it will initially invest the proceeds of the offering in high-quality short-term
debt securities and instruments. The Investment Adviser anticipates that the investment of the proceeds will be made
in accordance with the Fund s investment objectives and policies as appropriate investment opportunities are
identified, which is expected to be substantially completed within three months; however, changes in market
conditions could result in the Fund s anticipated investment period extending to as long as six months.

UNDERWRITING
[To Come]
LEGAL MATTERS

Certain legal matters will be passed on by Willkie Farr & Gallagher LLP, 787 Seventh Avenue, New York, New
York 10019, counsel to the Fund in connection with the offering of the preferred stock. Certain legal matters in
connection with this offering will be passed upon for the underwriters by
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Dated , 2008
THE GABELLI EQUITY TRUST INC.
STATEMENT OF ADDITIONAL INFORMATION

THE INFORMATION IN THIS STATEMENT OF ADDITIONAL INFORMATION IS NOT COMPLETE AND
MAY BE CHANGED. THE FUND MAY NOT SELL THESE SECURITIES UNTIL THE REGISTRATION
STATEMENT FILED WITH THE SECURITIES AND EXCHANGE COMMISSION IS EFFECTIVE. THIS
STATEMENT OF ADDITIONAL INFORMATION IS NOT AN OFFER TO SELL THESE SECURITIES AND IT
IS NOT SOLICITING AN OFFER TO BUY THESE SECURITIES IN ANY STATE WHERE THE OFFER OR
SALE IS NOT PERMITTED.

The Gabelli Equity Trust Inc. (the Fund ) is a non-diversified, closed-end management investment company
registered under the Investment Company Act of 1940, as amended (the 1940 Act ). The Fund s primary investment
objective is to achieve long-term growth of capital by investing primarily in a portfolio of equity securities consisting
of common stock, preferred stock, convertible or exchangeable securities and warrants and rights to purchase such
securities. Income is a secondary investment objective. The Fund commenced investment operations on August 21,
1986. Gabelli Funds, LLC (the Investment Adviser ) serves as investment adviser to the Fund.

This Statement of Additional Information (the SAI ) does not constitute a prospectus, but should be read in
conjunction with the Fund s prospectus relating thereto dated , 2008, and as it may be supplemented. This
SAI does not include all information that a prospective investor should consider before investing in the Fund s shares,
and investors should obtain and read the Fund s prospectus prior to purchasing such shares. A copy of the Fund s
Registration Statement, including the prospectus and any supplement, may be obtained from the Securities and
Exchange Commission (the SEC ) upon payment of the fee prescribed, or inspected at the SEC s office or via its
website (Www.sec.gov) at no charge.

This SAI is dated , 2008.
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No person has been authorized to give any information or to make any representations in connection with this
offering other than those contained in this Prospectus in connection with the offer contained herein, and, if given or
made, such other information or representations must not be relied upon as having been authorized by the Fund, the
Investment Adviser or the underwriters. Neither the delivery of this Prospectus nor any sale made hereunder will,
under any circumstances, create any implication that there has been no change in the affairs of the Fund since the date
hereof or that the information contained herein is correct as of any time subsequent to its date. This Prospectus does
not constitute an offer to sell or a solicitation of an offer to buy any securities other than the securities to which it
relates. This Prospectus does not constitute an offer to sell or the solicitation of an offer to buy such securities in any
circumstance in which such an offer or solicitation is unlawful.

The Prospectus and this SAI omit certain information contained in the registration statement filed with the SEC,
Washington D.C. The registration statement may be obtained from the SEC upon payment of the fee prescribed, or
inspected at the SEC s office at no charge.

THE FUND

The Fund was incorporated in Maryland on May 20, 1986 and is a non-diversified, closed-end management
investment company registered under the 1940 Act. The common stock of the Fund is listed on the New York Stock
Exchange (the NYSE ) under the symbol GAB. The Fund s 5.875% Series D Cumulative Preferred Stock (the Series D
Preferred ) is listed and traded on the NYSE under the symbol GAB PrD. The Fund s 6.20% Series F Cumulative
Preferred Stock (the Series F Preferred ) is listed and traded on the NYSE under the symbol GAB PrF.

INVESTMENT OBJECTIVES AND POLICIES
Investment Objectives

The Fund s primary investment objective is to achieve long-term growth of capital by investing primarily in a
portfolio of equity securities consisting of common stock, preferred stock, convertible or exchangeable securities and
warrants and rights to purchase such securities selected by the Investment Adviser. Income is a secondary investment
objective. Under normal market conditions, the Fund will invest at least 80% of the value of its total assets in equity
securities. See Investment Objectives and Policies in the Prospectus.

Investment Practices

Special Situations. Although the Fund typically invests in the securities of companies on the basis of fundamental
value, the Fund from time to time may, as a non-principal investment strategy, invest in companies that are
determined by the Investment Adviser to possess special situation characteristics. In general, a special situation
company is a company whose securities are expected to increase in value solely by reason of a development
particularly or uniquely applicable to the company. Developments that may create special situations include, among
others, a liquidation, reorganization, recapitalization or merger, material litigation, technological breakthrough or new
management or management policies. The principal risk associated with investments in special situation companies is
that the anticipated development thought to create
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the special situation may not occur and the investment therefore may not appreciate in value or may decline in value.

Options. The Fund may, subject to guidelines of the Board of Directors (the Board ), purchase or sell (i.e., write)
options on securities, securities indices and foreign currencies which are listed on a national securities exchange or in
the United States over-the-counter ( OTC ) markets as a means of achieving additional return or of hedging the value of
the Fund s portfolio.

The Fund may write covered call options on common stocks that it owns or has an immediate right to acquire
through conversion or exchange of other securities in an amount not to exceed 25% of total assets or invest up to 10%
of its total assets in the purchase of put options on common stocks that the Fund owns or may acquire through the
conversion or exchange of other securities that it owns.

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

A put option is the reverse of a call option, giving the holder the right, in return for a premium, to sell the
underlying security or currency to the writer, at a specified price, and obligating the writer to purchase the underlying
security or currency from the holder at that price. The writer of the put, who receives the premium, has the obligation
to buy the underlying security or currency upon exercise, at the exercise price during the option period.

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. There can be no assurance
that a closing purchase transaction can be effected when the Fund so desires.

An exchange-traded option may be closed out only on an exchange that provides a secondary market for an option
of the same series. Although the Fund will generally purchase or write only those options for which there appears to
be an active secondary market, there is no assurance that a liquid secondary market on an exchange will exist for any
particular option.

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 upon conversion or exchange of
another instrument held in its portfolio (or for additional cash consideration held in a segregated account by its
custodian). 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 Obligations (as
defined under Investment Restrictions ) 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. 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
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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 will realize a profit from a closing transaction if the price of the transaction is less than the premium
received from writing the option or is more than the premium paid to purchase the option; the Fund will realize a loss
from a closing transaction if the price of the transaction is more than the premium received from writing the option or
is less than the premium paid to purchase the option. Since call option prices generally reflect increases in the price of
the underlying security, any loss resulting from the repurchase of a call option may also be wholly or partially offset
by unrealized appreciation of the underlying security. Other principal factors affecting the market value of a put or 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 that provides a secondary market for an option of the
same series or in a private transaction. Although the Fund will generally purchase or write only those options for
which there appears to be an active secondary market, there is no assurance that a liquid secondary market on an
exchange will exist for any particular option. In such event, it might not be possible to effect closing transactions in
particular options, so 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 until the
Fund delivers the underlying security upon exercise or otherwise covers the position.

In addition to options on securities, the Fund may also purchase and sell call and put options on securities indices.
A stock index reflects in a single number the market value of many different stocks.

Relative values are assigned to the stocks included in an index and the index fluctuates with changes in the market
values of the stocks. The options give the holder the right to receive a cash settlement during the term of the option
based on the difference between the exercise price and the value of the index. By writing a put or call option on a
securities index, the Fund is obligated, in return for the premium received, to make delivery of this amount. The Fund
may offset its position in the stock index options prior to expiration by entering into a closing transaction on an
exchange, or it may let the option expire unexercised.

The Fund may also buy or sell put and call options on foreign currencies. A put option on a foreign currency gives
the purchaser of the option the right to sell a foreign currency at the exercise price until the option expires. A call
option on a foreign currency gives the purchaser of the option the right to purchase the currency at the exercise price
until the option expires. Currency options traded on U.S. or other exchanges may be subject to position limits which
may
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limit the ability of the Fund to reduce foreign currency risk using such options. Over-the-counter options differ from
exchange-traded options in that they are two-party contracts with price and other terms negotiated between buyer and
seller and generally do not have as much market liquidity as exchange-traded options. Over-the-counter options are
considered illiquid securities.

Use of options on securities indices entails the risk that trading in the options may be interrupted if trading in
certain securities included in the index is interrupted. The Fund will not purchase these options unless the Investment
Adpviser is satisfied with the development, depth and liquidity of the market and the Investment Adviser believes the
options can be closed out.

Price movements in the portfolio of the Fund may not correlate precisely with the movements in the level of an
index and, therefore, the use of options on indices cannot serve as a complete hedge and will depend, in part, on the
ability of the Investment Adviser to predict correctly movements in the direction of the stock market generally or of a
particular industry. Because options on securities indices require settlement in cash, the Fund may be forced to
liquidate portfolio securities to meet settlement obligations.

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.

Futures Contracts and Options on Futures. A sale of a futures contract (or a short futures position) means the
assumption of a contractual obligation to deliver the assets underlying the contract at a specified price at a specified
future time. A purchase of a futures contract (or a long futures position) means the assumption of a contractual
obligation to acquire the assets underlying the contract at a specified price at a specified future time. Certain futures
contracts, including stock and bond index futures, are settled on a net cash payment basis rather than by the sale and
delivery of the assets underlying the futures contracts. No consideration will be paid or received by the Fund upon the
purchase or sale of a futures contract. Initially, the Fund will be required to deposit with the broker an amount of cash
or cash equivalents equal to approximately 1% to 10% of the contract amount (this amount is subject to change by the
exchange or board of trade on which the contract is traded and brokers or members of such board of trade may charge
a higher amount). This amount is known as initial margin and is in the nature of a performance bond or good faith
deposit on the contract. Subsequent payments, known as variation margin, to and from the broker will be made daily
as the price of the index or security underlying the futures contracts fluctuates. At any time prior to the expiration of a
futures contract, the Fund may close the position by taking an opposite position, which will operate to terminate its
existing position in the contract.

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

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

In the event the Fund sells a put option or enters into long futures contracts, under current interpretations of the
1940 Act, an amount of cash, obligations of the U.S. government and its agencies and instrumentalities or other liquid
securities equal to the market value of the contract must be deposited and maintained in a segregated account with the
custodian of the Fund to collateralize the positions, thereby ensuring that the use of the contract is unleveraged. For
short positions in futures contracts and sales of call options, the Fund may establish a segregated account (not with a
futures commission merchant or broker) with cash or liquid securities that, when added to amounts deposited with a
futures commission merchant or a broker as margin, equal the market value of the instruments or currency underlying
the futures contract or call option or the market price at which the short positions were established.

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

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

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

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

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

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

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

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

Limitations on the Purchase and Sale of Futures Contracts and Options on Futures Contracts. The Investment
Adpviser has claimed an exclusion from the definition of the term commodity pool operator under the Commodity
Exchange Act and therefore is not subject to registration under the Commodity Exchange Act. Accordingly, the Fund s
investments in derivative instruments described in the Prospectus and this SAI are not limited by or subject to
regulation under the Commodity Exchange Act or otherwise regulated by the Commodity Futures Trading
Commission. Nevertheless, the Fund s investment restrictions place certain limitations and prohibitions on the Fund s
ability to purchase or sell commodities or commodity contracts. See Investment Restrictions. Under these restrictions,
the Fund may not enter into futures contracts or options on futures contracts unless (i) the aggregate initial margins
and premiums do not exceed 5% of the fair market value of the Fund s total assets and (ii) the aggregate market value
of the Fund s outstanding futures contracts and the market value of the currencies and futures contracts subject to
outstanding options written by the Fund, as the case may be, do not exceed 50% of the market value of the Fund s total
assets. In addition, investment in futures contracts and related options generally will be limited by the rating agency
guidelines applicable to any of the Fund s preferred stock.

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

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

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

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

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

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

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

Additional Risks of Foreign Options, Futures Contracts, Options on Futures Contracts and Forward Contracts.
Options, futures contracts and options thereon and forward contracts on securities and currencies may be traded on
foreign exchanges. Such transactions may not be regulated as effectively as similar transactions in the U.S., may not
involve a clearing mechanism and related guarantees, and are subject to the risk of governmental actions affecting
trading in, or the prices of, 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 U.S. of data on which to make
trading decisions, (iii) delays in the Fund s ability to act upon economic events occurring in the foreign markets during
non-business hours in the U.S., (iv) the imposition of different exercise and settlement terms and procedures and
margin requirements than in the U.S. and (v) lesser trading volume.

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

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

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

Securities purchased under a forward commitment are subject to market fluctuation, and no interest (or dividends)
accrues to the Fund prior to the settlement date. The Fund will segregate with its custodian cash or liquid securities in

an aggregate amount at least equal to the amount of its outstanding forward commitments.

Restricted and Illiquid Securities. The Fund may invest up to a total of 10% of its net assets in securities that are
subject to restrictions on resale and securities the markets for which are illiquid, including repurchase agreements with
more than seven days to maturity. Illiquid securities include securities the disposition of which is subject to substantial
legal or contractual restrictions. The sale of illiquid securities often requires more time and results in higher brokerage
charges or dealer discounts and other selling expenses than does 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
securities that are not subject to restrictions on resale. Unseasoned issuers are companies (including predecessors) that
have operated less than three years. The continued liquidity of such securities may not be as well assured as that of
publicly traded securities, and accordingly the Board will monitor their liquidity. The Board will review pertinent
factors such as trading activity, reliability of price information and trading patterns of comparable securities in
determining whether to treat any such security as liquid for purposes of the foregoing 10% test. To the extent the
Board treats such securities as liquid, temporary impairments to trading patterns of such securities may adversely
affect the Fund s liquidity.

In accordance with pronouncements of the SEC, the Fund may invest in restricted securities that can be traded
among qualified institutional buyers under Rule 144A under the Securities Act of 1933, as amended (the Securities
Act ), without registration and may treat them as liquid for purposes of the foregoing 10% test if such securities are
found to be liquid. The Board has adopted guidelines and delegated to the Investment Adviser, subject to the
supervision of the Board, the function of determining and monitoring the liquidity of particular Rule 144 A securities.

INVESTMENT RESTRICTIONS

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 1940
Act, of the outstanding voting securities of the Fund (voting together as a single class). In addition, pursuant to the
Articles Supplementary, the affirmative vote of a majority, as defined in the 1940 Act, of the outstanding preferred
stock of the Fund (voting separately as a single class) is also required to change a fundamental policy, as defined in
the 1940 Act. For purposes of the preferred stock voting rights described in the
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foregoing sentence, except as otherwise required under the 1940 Act, the majority of the outstanding preferred stock
means, in accordance with Section 2(a)(42) of the 1940 Act, the vote of (i) of 67% or more of the shares of preferred
stock present at the shareholders meeting called for such vote, if the holders of more than 50% of the outstanding
preferred stock are present or represented by proxy or (ii) more than 50% of the outstanding preferred stock,
whichever is less. Except as otherwise noted, all percentage limitations set forth below apply immediately after a
purchase or initial investment and any subsequent change in any applicable percentage resulting from market
fluctuations does not require any action. The Fund may not:
1. Invest 25% or more of its total assets, taken at market value at the time of each investment, in the securities of
issuers in any particular industry. This restriction does not apply to investments in direct obligations of the United
States or by its agencies or instrumentalities that are entitled to the full faith and credit of the United States and that,
other than United States Treasury Bills, provide for the periodic payment of interest and the full payment of principal
at maturity or call for redemption ( U.S. Government Obligations ).
2. Purchase securities of other investment companies, except in connection with a merger, consolidation, acquisition
or reorganization, if more than 10% of the market value of the total assets of the Fund would be invested in securities
of other investment companies, more than 5% of the market value of the total assets of the Fund would be invested in
the securities of any one investment company or the Fund would own more than 3% of any other investment
company s securities, provided, however, this restriction shall not apply to securities of any investment company
organized by the Fund that are to be distributed pro rata as a dividend to its shareholders.
3. Purchase or sell commodities or commodity contracts except that the Fund may purchase or sell futures contracts
and related options thereon if immediately thereafter (i) no more than 5% of its total assets are invested in margins and
premiums and (ii) the aggregate market value of its outstanding futures contracts and market value of the currencies
and futures contracts subject to outstanding options written by the Fund does not exceed 50% of the market value of
its total assets. The Fund may not purchase or sell real estate, provided that the Fund may invest in securities secured
by real estate or interests therein or issued by companies which invest in real estate or interests therein.
4. Purchase any securities on margin or make short sales, except that the Fund may obtain such short-term credit as
may be necessary for the clearance of purchases and sales of portfolio securities.
5. Make loans of money, except by the purchase of a portion of publicly distributed debt obligations in which the
Fund may invest, and repurchase agreements with respect to those obligations, consistent with its investment
objectives and policies. The Fund reserves the authority to make loans of its portfolio securities to financial
intermediaries in an aggregate amount not exceeding 20% of its total assets. Any such loans may only be made upon
approval of, and subject to any conditions imposed by, the Board. Because these loans would at all times be fully
collateralized, the risk of loss in the event of default of the borrower should be slight.
6. Borrow money, except that the Fund may borrow from banks and other financial institutions on an unsecured basis,
in an amount not exceeding 10% of its total assets, to
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finance the repurchase of its stock. The Fund also may borrow money on a secured basis from banks as a temporary

measure for extraordinary or emergency purposes. Temporary borrowings may not exceed 5% of the value of the total

assets of the Fund at the time the loan is made. The Fund may pledge up to 10% of the lesser of the cost or value of its

total assets to secure temporary borrowings. The Fund will not borrow for investment purposes. Immediately after any

borrowing, the Fund will maintain asset coverage of not less than 300% with respect to all borrowings. While the

borrowing of the Fund exceeds 5% of its respective total assets, the Fund will make no further purchases of securities,

although this limitation will not apply to repurchase transactions as described above.

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

8. Underwrite securities of other issuers except insofar as the Fund may be deemed an underwriter under the Securities

Act in selling portfolio securities; provided, however, this restriction shall not apply to securities of any investment

company organized by the Fund that are to be distributed pro rata as a dividend to its shareholders.

9. Invest more than 10% of its total assets in illiquid securities, such as repurchase agreements with maturities in

excess of seven days, or securities that at the time of purchase have legal or contractual restrictions on resale.
MANAGEMENT OF THE FUND

Directors and Officers

The business and affairs of the Fund are managed under the direction of its Board, and the day-to-day operations
are conducted through or under the direction of its officers.

The names and business addresses of the Directors and principal officers of the Fund are set forth in the following
table, together with their positions and their principal occupations during the past five years and, in the case of the
Directors, their positions with certain other organizations and companies. Directors who are interested persons of the
Fund, as defined by the 1940 Act, are listed under the caption Interested Director.

Directors
Number of
Portfolios
Other in Fund
Name, Position Term of Office Principal Directorships Complex
Overseen
with the Fund, Age and and Length of Occupation(s) During Held by by
Business AddressV) Time Served® Past Five Years Director Director
Interested Director(®
Mario J. Gabelli Since 1986* Chairman and Chief Director of Morgan 26
Director and Chief Executive Officer of Group Holdings, Inc.
Investment Officer GAMCO Investors, Inc.; (holding company);
Age: 65 Chief Investment Chairman of the Board of

Officer Value Portfolios of LICT Corporation
Gabelli Funds, LLC and (multimedia and
GAMCO Asset communication services
Management Inc.; company)
Director/Trustee or Chief
Investment Officer of other
registered investment
companies in the
GAMCO/Gabelli Funds
complex; Chairman and
Chief Executive Officer of
GGCP, Inc.
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Name, Position Term of Office
with the Fund, Age and
Business Address
Non-Interested
Directors

Thomas E. Bratter
Director

Age: 68

and Length of
Time Served®

Since 1986*

Anthony J. Colavita® Since 19993
Director

Age: 72

James P. Conn™® Since 1989%*%*
Director

Age: 69

Frank J. Fahrenkopf, Jr.
Director
Age: 68

Since 1998***

Arthur V. Ferrara Since 2001 *
Director

Age: 77

Anthony R. Pustorino Since 1986**
Director

Age: 82

Table of Contents

Principal

Occupation(s) During
Past Five Years

Director, President and
Founder of The John
Dewey Academy
(residential college
preparatory therapeutic
high school).

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

Former Managing Director
and Chief Investment
Officer of Financial
Security Assurance
Holdings Ltd. (insurance
holding company)
(1992-1998).

President and Chief
Executive Officer of the
American Gaming
Association; Co-Chairman
of the Commission on
Presidential Debates;
Chairman of the
Republican National
Committee (1983-1989).

Former Chairman of the
Board and Chief Executive
Officer of The Guardian
Life Insurance Company of
America (1993-1995).

Certified Public
Accountant; Professor
Emeritus, Pace University.

Other
Directorships

Held by
Director

None

None

None

None

None

Director of The LGL
Group, Inc. (diversified
manufacturing)

Number
of
Portfolios
in Fund
Complex
Overseen
by
Director

35

16
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Salvatore J. Zizza
Director
Age: 62

Since 1986***

Chairman of Zizza & Co.,
Ltd. (consulting).

Director of Hollis-Eden
Pharmaceuticals
(biotechnology) and Earl
Scheib, Inc. (automotive
services)

26
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Officers

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

Bruce N. Alpert

President

Age: 56

Carter W. Austin
Vice President
Age: 41

Peter D. Goldstein
Chief Compliance Officer
Age: 54

Agnes Mullady
Treasurer and Principal
Financial Officer

Age: 49

LoAn P. Nguyen
Vice President &
Ombudsman
Age: 25

(1) Address: One
Corporate
Center, Rye,
NY
10580-1422,
unless otherwise
noted.

The Board of
Directors of the
Fund is divided
into three
classes, each
class having a
term of three

(@)

Table of Contents

Length of Time Served
Since 2003

Since 2000

Since 2004

Since 2006

Since 2006

Principal Occupation(s) During Past Five Years
Executive Vice President and Chief Operating Officer of
Gabelli Funds, LLC since 1988; Director and President of
Gabelli Advisers, Inc. since 1998; Officer of most of the
registered investment companies in the Gabelli/GAMCO
Funds complex.

Vice President of the Fund since 2000, The Gabelli Dividend
& Income Trust since 2003, The Gabelli Global Deal Fund
since 2006 and The Gabelli Healthcare & WellnessRx Trust
since 2007; Vice President of Gabelli Funds, LLC since 1996.

Director of Regulatory Affairs for GAMCO Investors, Inc.
since 2004; Chief Compliance Officer of all of the registered
investment companies in the Gabelli/GAMCO funds complex.
Vice President of Goldman Sachs Asset Management from
2000 to 2004.

Vice President of Gabelli Funds, LLC since 2007; Officer of
all registered investment companies in the Gabelli/Gamco
Funds complex; Senior Vice President of U.S. Trust
Company, N.A. and Treasurer and Chief Financial Office of
Excelsior Funds from 2004-2005; Chief Financial Officer of
AMIC Distribution Partners from 2002-2004.

Vice President of the Fund since 2006 and The Gabelli Global
Multimedia Trust Inc. since 2004; Portfolio Administrator for
Gabelli Funds, LLC during 2004; Student at Boston College
prior to 2004.
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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 is as
follows:

*  Term continues
until the Fund s
2010 Annual
Meeting of
Shareholders or
until his
SUCCESSOrS 1S
duly elected and
qualified.

**  Term continues
until the Fund s
2009 Annual
Meeting of
Shareholders or
until his
SUCCESSOrS 1S
duly elected and
qualified.
A-14
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*** Term continues

3)

(C))

Beneficial Ownership of Shares Held in the Fund and the Fund Complex for Each Director

and the aggregate dollar range of equity securities in the Fund complex beneficially owned by each Director.

*

until the Fund s
2008 Annual
Meeting of
Shareholders or
until their
successors are
duly elected and
qualified.

Interested
person of the
Fund is defined
in the 1940 Act.
Mr. Gabelli is
considered an

interested
person of the
Fund because of
his affiliation
with the
Investment
Adviser and
Gabelli &
Company,
which executes
portfolio
transactions for
the Fund, and as
a controlling
shareholder
because of the
level of his
ownership of
common shares
of the Fund.

As a Director,
elected solely
by holders of
the Fund s
preferred stock.

Set forth in the table below is the dollar range of equity securities in the Fund beneficially owned by each Director

Messrs. Colavita

and Pustorino each

beneficially own
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less than 1% of the
common stock of
The LGL Group,
Inc., having a value
of $9,071 and
$20,971,
respectively, as of
December 31, 2007.
The LGL Group,
Inc. may be deemed
to be controlled by
Mario J. Gabelli
and in that event
would be deemed to
be under common
control with the
Investment Adviser.

(1) This information
has been furnished
for each Director as
of December 31,
2007. Beneficial
Ownership is
determined in
accordance with
Section 16a-1(a)(2)
of the Securities
Exchange Act of
1934, as amended.

(2) The Fund Complex
includes all the
funds that are
considered part of
the same fund
complex as the
Fund because they
have common or
affiliated
investment
advisers.

The Directors serving on the Fund s Nominating Committee are Anthony J. Colavita (Chair), Arthur V. Ferrara and
Salvatore J. Zizza. The Nominating Committee is responsible for recommending qualified candidates to the Board of
Directors in the event that a position is
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vacated or created. The Nominating Committee would consider recommendations by shareholders if a vacancy were
to exist. Such recommendations should be forwarded to the Secretary of the Fund. The Fund does not have a standing
compensation committee. The Nominating Committee met once during the year ended December 31, 2007.

Anthony J. Colavita, Anthony R. Pustorino (Chair) and Salvatore J. Zizza, who are not interested persons of the
Fund as defined in the 1940 Act, serve on the Fund s Audit Committee. The Audit Committee is generally responsible
for reviewing and evaluating issues related to the accounting and financial reporting policies and internal controls of
the Fund and, as appropriate, the internal controls of certain service providers, overseeing the quality and objectivity
of the Fund s financial statements and the audit thereof and to act as a liaison between the Board of Directors and the
Fund s independent registered public accounting firm. The Audit Committee met twice during the year ended
December 31, 2007.

Remuneration of Directors and Officers

The Fund pays each Director who is not affiliated with the Investment Adviser or its affiliates a fee of $12,000 per
year plus $1,500 per meeting attended in person, $1,000 per Committee meeting attended in person, and $500 per
telephonic meeting, together with the Director s actual out-of-pocket expenses relating to his attendance at such
meetings.

The following table shows the compensation that the Directors earned in their capacity as Directors during the year
ended December 31, 2007. The table also shows, for the year ended December 31, 2007, the compensation Directors
earned in their capacity as Directors/Trustees for other funds in the Gabelli Fund Complex.

Compensation Table for the Year Ended December 31, 2007

Aggregate
Compensation
From the Fund
and
Compensation Fund Complex
From the Paid to
Name of Director Fund Directors*
Directors
Mario J. Gabelli $ 0 $ 0
Thomas E. Bratter $ 20,000 $ 39,500
Anthony J. Colavita $ 24,500 $ 225,000
James P. Conn $ 21,500 $ 104,750
Frank J. Fahrenkopf, Jr. $ 18,500 $ 60,500
Arthur V. Ferrara $ 20,667 $ 35,250
Anthony R. Pustorino $ 24,667 $ 141,500
Salvatore J. Zizza $ 24,031 $ 166,250
Officers
Carter W. Austin, Vice President $ 120,000
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*  Represents the

total

compensation

paid to such

persons during

the calendar

year ended

December 31,

2007 by

investment

companies

(including the

Fund) or

portfolios

thereof from

which such

person receives

compensation

that are

considered part

of the same fund

complex as the

Fund because

they have

common or

affiliated

investment

advisers. The

number in

parenthesis

represents the

number of such

investment

companies and

portfolios.
Limitation of Directors and Officers Liability

The Governing Documents of the Fund provide that the Fund will indemnify its Directors and officers and may
indemnify its employees or agents against liabilities and expenses incurred in connection with litigation in which they
may be involved because of their positions with the Fund, to the fullest extent permitted by law. However, nothing in
the Governing Documents protects or indemnifies a Director, officer, employee or agent of the Fund against any
liability to which such person would otherwise be subject in the event of such person s willful misfeasance, bad faith,
gross negligence or reckless disregard of the duties involved in the conduct of his or her position.
Investment Management
The Investment Adviser, located at One Corporate Center, Rye, New York 10580-1422, serves as the investment

adviser to the Fund pursuant to an investment advisory agreement with the Fund (the Advisory Agreement ). The
Investment Adviser was organized in 1999 and is the successor to Gabelli Funds, Inc., which was organized in 1980.
As of September 30, 2007, the Investment Adviser acted as registered investment adviser to 24 management
investment companies with aggregate net assets of $16.9 billion. The Investment Adviser, together with other
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affiliated investment advisers, had assets under management totaling approximately $31.6 billion as of September 30,
2007. GAMCO Asset Management Inc., an affiliate of the Investment Adviser, acts as investment adviser for
individuals, pension trusts, profit sharing trusts and endowments, and as a sub-adviser to management investment
companies having aggregate assets of $13.8 billion under management as of September 30, 2007. Gabelli Securities,
Inc., an affiliate of the Investment Adviser, acts as investment adviser for investment partnerships and entities having
aggregate assets of approximately $491 million under management as of September 30, 2007. Gabelli Fixed Income
LLC, an affiliate of the Investment Adviser, acts as investment adviser for separate accounts having aggregate assets
of approximately $27 million under management as of September 30, 2007. Gabelli Advisers, Inc., an affiliate of the
Investment Adviser, acts as investment manager to the Westwood Funds having aggregate assets of approximately
$443 million under management as of September 30, 2007.

The Investment Adviser is a wholly-owned subsidiary of GAMCO Investors, Inc., a New York corporation, whose
Class A Common Stock is traded on the NYSE under the symbol GBL. Mr. Mario J. Gabelli may be deemed a

controlling person of the Investment Adviser on the basis of his ownership of a majority of the stock of GGCP, Inc.,
which owns a majority of the capital stock of GAMCO Investors, Inc.
A-17
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The Investment Adviser will provide a continuous investment program for the portfolios of the Fund and oversee
the administration of all aspects of the Fund s business and affairs. The Investment Adviser has sole investment
discretion for the assets of the Fund under the supervision of the Fund s Board and in accordance with the Fund s stated
policies. The Investment Adviser will select investments for the Fund and will place purchase and sale orders on
behalf of the Fund.

Investment Advisory Agreements

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

Under the terms of the Advisory Agreement, the Investment Adviser manages the portfolio of the Fund in
accordance with its stated investment objectives and policies, makes investment decisions for the Fund, places orders
to purchase and sell securities on behalf of the Fund and manages its other business and affairs, all subject to the
supervision and direction of the Fund s Board. In addition, under the Advisory Agreement, the Investment Adviser
oversees the administration of all aspects of the Fund s business and affairs and provides, or arranges for others to
provide, at the Investment Adviser s expense, certain enumerated services, including maintaining the Fund s books and
records, preparing reports to the Fund s shareholders and supervising the calculation of the net asset value of its shares.
All expenses of computing the net asset value of the Fund, including any equipment or services obtained solely for the
purpose of pricing shares or valuing its investment portfolio, underwriting compensation and reimbursements in
connection with sales of its securities, the costs of utilizing a third party to monitor and collect class action settlements
on behalf of the Fund, compensation to an administrator for certain SEC filings on behalf of the Fund, the fees and
expenses of directors who are not officers or employees of the Investment Adviser of its affiliates, compensation and
other expenses of employees of the Fund as approved by the directors, the pro rata costs of the
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Fund s chief compliance officer, charges of the custodian, any sub-custodian and transfer agent and dividend paying
agent, expenses in connection with the Automatic Dividend Reinvestment Plan and Voluntary Cash Purchase Plan,
accounting and pricing costs, membership fees in trade associations, expenses for legal and independent accountants
services, costs of printing proxies, share certificates and shareholder reports, fidelity bond coverage for Fund officer s
and employees, directors and officers errors and omissions insurance coverage, and stock exchange listing fees will be
an expense of the Fund unless the Investment Adviser voluntarily assumes responsibility for such expenses. During
fiscal year 2007, the Fund paid or accrued $45,000 to the Investment Adviser in connection with the cost of

computing the Fund s net asset value.

The Advisory Agreement combines investment advisory and certain administrative responsibilities in one
agreement. For services rendered by the Investment Adviser on behalf of the Fund s Advisory Agreement, the Fund
pays the Investment Adviser a fee computed weekly and paid monthly at the annual rate of 1.00% of the average
weekly net assets of the Fund. For purposes of calculating this fee, the Fund s average weekly net assets will be
deemed to be the average weekly value of the Fund s total assets minus the sum of the Fund s liabilities (such liabilities
exclude the aggregate liquidation preference of outstanding preferred shares and accumulated dividends, if any, on
those shares). The Investment Adviser has agreed to reduce the management fee on the incremental assets attributable
to the preferred stock during the fiscal year if the total return of the net asset value of the common stock, including
distributions and management fees subject to reduction, does not exceed the stated dividend rate or corresponding
swap rate of each particular series of preferred stock for the period. The Fund s total return on the net asset value of its
common stock is monitored on a monthly basis to assess whether the total return on the net asset value of its common
stock exceeds the stated dividend rate or corresponding swap rate of each particular series of outstanding preferred
stock for the period. The test to confirm the accrual of the management fee on the assets attributable to each particular
series of preferred stock is annual. The Fund will accrue for the management fee on these assets during the fiscal year
if it appears probable that the Fund will incur the additional management fee on those assets. For the year ended
December 31, 2007, the Fund s total return on the net asset value of the common stock exceeded the stated dividend
rate or corresponding swap rate of Series C Auction Rate Preferred, Series D Preferred, Series E Auction Rate
Preferred and Series F Preferred. Thus management fees were accrued on these assets. The Fund s total return on the
net asset value of the common shares did not exceed the stated dividend rate or the corresponding swap rate of Series
B Preferred. Thus, management fees with respect to the liquidation value of the preferred stock assets were reduced by
$23,733.

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

Pursuant to its terms, the Advisory Agreement will remain in effect with respect to the Fund if approved annually
(1) by the Fund s Board or by the holders of a majority of the Fund s outstanding voting securities and (ii) by a majority
of the Directors who are not interested persons (as defined in the 1940 Act) of any party to an Advisory Agreement,
by vote cast in person at a meeting called for the purpose of voting on such approval.

A discussion regarding the basis of the Board s approval of the Advisory Agreement for the Fund is available in the
semi-annual report to shareholders for the six months ended June 30, 2007.
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Portfolio Manager Information

Other Accounts Managed

The information below lists other accounts for which each portfolio manager was primarily responsible for the
day-to-day management during the year ended December 31, 2007.

# of
Accounts Total
Managed Assets
with with
Advisory Advisory
Total Fee Fee
# of
Name of Portfolio Accounts Total Based on Based on
Manager Type of Accounts Managed Assets  Performance Performance
Mario J. Gabelli 23 $ 139 6 $ 3.6
Registered Investment Companies: billion billion
12 $ 269.6 11 $ 188.6
Other Pooled Investment Vehicles: million million
1,991 $ 10.6 6 $ 1.6
Other Accounts: billion billion
Caesar M.P. Bryan 4 $ 1.2 0 $ 0
Registered Investment Companies: billion
2 $ 6.3 2 $ 6.3
Other Pooled Investment Vehicles: million million
5 $ 570 0 $ 0
Other Accounts: million

Potential Conflicts of Interest

Actual or apparent conflicts of interest may arise when the portfolio manager also has day-to-day management
responsibilities with respect to one or more other accounts. These potential conflicts include:

Allocation of Limited Time and Attention. Because the portfolio manager manages many accounts, he may not be
able to formulate as complete a strategy or identify equally attractive investment opportunities for each of those
accounts as if he were to devote substantially more attention to the management of only a few accounts.

Allocation of Limited Investment Opportunities. If the portfolio manager identifies an investment opportunity that
may be suitable for multiple accounts, the Fund may not be able to take full advantage of that opportunity because the
opportunity may need to be allocated among all or many of these accounts or other accounts primarily managed by
other portfolio managers of the Investment Adviser and its affiliates.

Pursuit of Differing Strategies. At times, the portfolio manager may determine that an investment opportunity may
be appropriate for only some of the accounts for which he exercises investment responsibility, or may decide that
certain of the accounts should take differing positions with respect to a particular security. In these cases, the portfolio
manager may execute differing or opposite transactions for one or more accounts which may affect the market price of
the security or the execution of the transactions, or both, to the detriment of one or more of his accounts.

Selection of Broker/Dealers. A portfolio manager may be able to select or influence the selection of the brokers
and dealers that are used to execute securities transactions for the funds or accounts that he or she supervises. In
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addition to providing execution of trades, some brokers and dealers provide the Investment Adviser with brokerage
and research services. These services may be more beneficial to certain funds or accounts of the Investment Adviser
and its affiliates than to others. Although the payment of brokerage commissions is subject to the requirement that the
Investment Adviser determine in good faith that the commissions are reasonable in relation to the value of the
brokerage and research services provided to the Fund, a portfolio manager s decision as to the selection of brokers and
dealers could yield disproportionate costs and benefits among the funds or other accounts that the Investment Adviser
and its affiliates manage. In addition, with respect to certain types of accounts (such as pooled investment vehicles and
other accounts managed for organizations and individuals), the Investment Adviser may be limited by the client
concerning the selection of brokers or may be instructed to direct trades to particular brokers. In these cases, the
Investment Adviser or its affiliates may place separate, non-simultaneous transactions in the same security for the
Fund and another account that may temporarily affect the market price of the security or the execution of the
transaction, or both, to the detriment of the Fund or the other account. Because of Mr. Gabelli s position with, and his
indirect majority ownership interest in, an affiliated broker dealer, Gabelli & Company, he may have an incentive to
use Gabelli & Company to execute portfolio transactions for the Fund even if using Gabelli & Company is not in the
best interest of the Fund.
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Variation in Compensation. A conflict of interest may arise where the financial or other benefits available to the
portfolio manager differ among the accounts that he manages. If the structure of the Investment Adviser s management
fee or the portfolio manager s compensation differs among accounts (such as where certain accounts pay higher
management fees or performance-based management fees), the portfolio manager may be motivated to favor certain
accounts over others. The portfolio manager also may be motivated to favor accounts in which he has an investment
interest, or in which the Investment Adviser or its affiliates have investment interests. In Mr. Gabelli s case, the
Investment Adviser s compensation (and expenses) for the Fund is marginally greater as a percentage of assets than for
certain other accounts and is less than for certain other accounts managed by Mr. Gabelli, while his personal
compensation structure varies with near-term performance to a greater degree in certain performance fee-based
accounts than with non-performance-based accounts. In addition, he has investment interests in several of the funds
managed by the Investment Adviser and its affiliates.

The Investment Adviser and the Fund have adopted compliance policies and procedures that are designed to
address the various conflicts of interest that may arise for the Investment Adviser and its staff members. However,
there is no guarantee that such policies and procedures will be able to detect and address every situation in which an
actual or potential conflict may arise. In Mr. Bryan s case, his compensation is not affected by changes in assets of the
Fund while it is for other accounts that he manages.

Compensation Structure. Mr. Gabelli receives incentive-based variable compensation based on a percentage of net
revenues received by the Investment Adviser for managing the fund. Net revenues are determined by deducting from
gross investment management fees the firm s expenses (other than Mr. Gabelli s compensation) allocable to the Fund.
Additionally, he receives similar incentive-based variable compensation for managing other accounts within the firm.
This method of compensation is based on the premise that superior long-term performance in managing a portfolio
should be rewarded with higher compensation as a result of growth of assets through appreciation and net investment
activity. Five closed-end registered investment companies managed by Mr. Gabelli have arrangements whereby the
Investment Adviser will only receive its investment advisory fee attributable to the liquidation value of outstanding
preferred stock (and Mr. Gabelli would only receive his percentage of such advisory fee) if certain performance levels
are met. Mr. Gabelli manages other accounts with performance fees. Compensation for managing these accounts has
two components. One component of the fee is based on a percentage of net revenues received by the Investment
Adpviser for managing the account. The second component is based on absolute performance of the account, with
respect to which a percentage of such performance fee is paid to Mr. Gabelli. As an executive officer of the
Investment Adviser s parent company, GAMCO Investors, Inc., Mr. Gabelli also receives ten percent of the net
operating profits of the parent company. Mr. Gabelli receives no base salary, no annual bonus and no stock options.

The compensation of other portfolio managers in the Gabelli organization is reviewed annually and structured to
enable it to attract and retain highly qualified professionals in a competitive environment. Mr. Bryan receives a
compensation package that includes a minimum draw or base salary, equity-based incentive compensation via awards
of stock options, and incentive-based variable compensation based on a percentage of net revenues received by the
Investment Adviser for managing certain accounts other than the funds to the extent that the amount exceeds a
minimum level of compensation. Net revenues are determined by deducting
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from gross investment management fees certain of the firm s expenses (other than Mr. Bryan s compensation) allocable
to such other accounts. This method of compensation is based on the premise that superior long-term performance in
managing a portfolio should be rewarded with higher compensation as a result of growth of assets through

appreciation and net investment activity. Equity-based incentive compensation is based on an evaluation by the
Investment Adviser s parent, GAMCO Investors, Inc., of quantitative and qualitative performance evaluation criteria.

Mr. Bryan s compensation for managing other pooled investment accounts is based on a percentage of net revenues
received by the Investment Adviser for managing the account. Compensation for managing accounts that have a
performance-based fee will have two components. One component is based on a percentage of net revenues received
by the Investment Adviser for managing the account. The second component is based on absolute performance of the
account, with respect to which a percentage of the performance fee is paid to the portfolio manager.

Portfolio Holdings Information

Employees of the Investment Adviser and its affiliates will often have access to information concerning the
portfolio holdings of the Fund. The Fund and the Investment Adviser have adopted policies and procedures that
require all employees to safeguard proprietary information of the Fund, which includes information relating to the
Fund s portfolio holdings as well as portfolio trading activity of the Investment Adviser with respect to the Fund
(collectively, Portfolio Holdings Information ). In addition, the Fund and the Investment Adviser have adopted policies
and procedures providing that Portfolio Holdings Information may not be disclosed except to the extent that it is
(a) made available to the general public by posting on the Fund s website or filed as a part of a required filing on Form
N-Q or N-CSR or (b) provided to a third party for legitimate business purposes or regulatory purposes, that has agreed
to keep such data confidential under forms approved by the Investment Adviser s legal department or outside counsel,
as described below. The Investment Adviser will examine each situation under (b) with a view to determine that
release of the information is in the best interest of the Fund and its shareholders and, if a potential conflict between the
Investment Adviser s interests and the Fund s interests arises, to have such conflict resolved by the Chief Compliance
Officer or the independent Board. These policies further provide that no officer of the Fund or employee of the
Investment Adviser shall communicate with the media about the Fund without obtaining the advance consent of the
Chief Executive Officer, Chief Operating Officer, or General Counsel of the Investment Adviser.

Under the foregoing policies, the Fund currently may disclose Portfolio Holdings Information in the circumstances
outlined below. Disclosure generally may be either on a monthly or quarterly basis with no time lag in some cases and
with a time lag of up to 60 days in other cases (with the exception of proxy voting services which require a regular
download of data):

(1) To regulatory authorities in response to requests for such information and with the approval of the Chief
Compliance Officer of the Fund;

(2) To mutual fund rating and statistical agencies and to persons performing similar functions where there is a
legitimate business purpose for such disclosure and
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such entity has agreed to keep such data confidential at least until it has been made public by the Investment Adviser;

(3) To service providers of the Fund, as necessary for the performance of their services to the Fund and to the
Board; the Fund s anticipated service providers are its administrator, transfer agent, custodian, independent registered
public accounting firm, and legal counsel;

(4) To firms providing proxy voting and other proxy services, provided such entity has agreed to keep such data
confidential until at least it has been made public by the Investment Adviser;

(5) To certain broker dealers, investment advisers, and other financial intermediaries for purposes of their
performing due diligence on the Fund and not for dissemination of this information to their clients or use of this
information to conduct trading for their clients. Disclosure of Portfolio Holdings Information in these circumstances
requires the broker, dealer, investment adviser, or financial intermediary to agree to keep such information
confidential and is further subject to prior approval of the Chief Compliance Officer of the Fund and to reporting to
the Board at the next quarterly meeting; and

(6) To consultants for purposes of performing analysis of the Fund, which analysis (but not the Portfolio Holdings
Information) may be used by the consultant with its clients or disseminated to the public, provided that such entity
shall have agreed to keep such information confidential until at least it has been made public by the Investment
Aduviser.

Disclosures made pursuant to a confidentiality agreement are subject to periodic confirmation by the Chief
Compliance Officer of the Fund that the recipient has utilized such information solely in accordance with the terms of
the agreement. Neither the Fund nor the Investment Adviser, nor any of the Investment Adviser s affiliates will accept
on behalf of itself, its affiliates, or the Fund any compensation or other consideration in connection with the disclosure
of portfolio holdings of the Fund. The Board will review such arrangements annually with the Fund s Chief
Compliance Officer.

Ownership of Shares in the Fund

As of December 31, 2007, the portfolio managers of the Fund own the following amounts of equity securities of

the Fund.

Name Dollar Range of Equity Securities Held in Fund
Mario J. Gabelli Over $1,000,000
Caesar M.P. Bryan None
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AUCTIONS FOR AUCTION RATE PREFERRED STOCK
Summary of Auction Procedures

The following is a brief summary of the auction procedures for preferred shares that are auction rate preferred
stock. These auction procedures are complicated, and there are exceptions to these procedures. Many of the terms in
this section have a special meaning. Accordingly, this description does not purport to be complete and is qualified, in
its entirety, by reference to the Fund s Charter, including the provisions of the Articles Supplementary establishing any
series of auction rate preferred stock.

The auctions determine the dividend rate for auction rate preferred shares, but each dividend rate will not be higher
than the maximum rate. If you own auction rate preferred shares, you may instruct your broker-dealer to enter one of
three kinds of orders in the auction with respect to your stock: sell, bid and hold.

If you enter a sell order, you indicate that you want to sell auction rate preferred shares at their liquidation
preference per share, no matter what the next dividend period s rate will be.

If you enter a bid (or hold at a rate ) order, which must specify a dividend rate, you indicate that you want to sell
auction rate preferred shares only if the next dividend period s rate is less than the rate you specify.

If you enter a hold order you indicate that you want to continue to own auction rate preferred shares, no matter
what the next dividend period s rate will be.

You may enter different types of orders for different portions of your auction rate preferred shares. You may also
enter an order to buy additional auction rate preferred shares. All orders must be for whole shares of stock. All orders
you submit are irrevocable. There is a fixed number of auction rate preferred shares, and the dividend rate likely will
vary from auction to auction depending on the number of bidders, the number of shares the bidders seek to buy, the
rating of the auction rate preferred shares and general economic conditions including current interest rates. If you own
auction rate preferred shares and submit a bid for them higher than the then-maximum rate, your bid will be treated as
a sell order. If you do not enter an order, the broker-dealer will assume that you want to continue to hold auction rate
preferred shares, but if you fail to submit an order and the dividend period is longer than 28 days, the broker-dealer
will treat your failure to submit a bid as a sell order.

If you do not then own auction rate preferred shares, or want to buy more shares, you may instruct a broker-dealer
to enter a bid order to buy shares in an auction at the liquidation preference per share at or above the dividend rate you
specify. If your bid for shares you do not own specifies a rate higher than the then-maximum rate, your bid will not be
considered.

Broker-dealers will submit orders from existing and potential holders of auction rate preferred shares to the auction
agent. Neither the Fund nor the auction agent will be responsible for a broker-dealer s failure to submit orders from
existing or potential holders of auction rate preferred shares. A broker-dealer s failure to submit orders for auction rate
preferred shares held by it or its customers will be treated in the same manner as a holder s failure to submit an order to
the broker-dealer. A broker-dealer may submit orders to the auction agent for its own account. The Fund may not
submit an order in any auction.
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The auction agent after each auction for the auction rate preferred shares will pay to each broker-dealer, from funds
provided by the Fund, a service charge equal to, in the case shares of any auction immediately preceding a dividend
period of less than 365 days, the product of (i) a fraction, the numerator of which is the number of days in such
dividend period and the denominator of which is 365, times (ii) !/4 of 1%, times (iii) the liquidation preference per
share, times (iv) the aggregate number of auction rate preferred shares placed by such broker-dealer at such auction or,
in the case of any auction immediately preceding a dividend period of one year or longer, a percentage of the purchase
price of the auction rate preferred shares placed by the broker-dealer at the auction agreed to by the Fund and the
broker-dealers.

If the number of auction rate preferred shares subject to bid orders by potential holders with a dividend rate equal
to or lower than the then-maximum rate is at least equal to the number of auction rate preferred shares subject to sell
orders, then the dividend rate for the next dividend period will be the lowest rate submitted which, taking into account
that rate and all lower rates submitted in order from existing and potential holders, would result in existing and
potential holders owning all the auction rate preferred shares available for purchase in the auction.

If the number of auction rate preferred shares subject to bid orders by potential holders with a dividend rate equal
to or lower than the then-maximum rate is less than the number of auction rate preferred shares subject to sell orders,
then the auction is considered to be a failed auction, and the dividend rate will be the maximum rate. In that event,
existing holders that have submitted sell orders (or are treated as having submitted sell orders) may not be able to sell
any or all of the auction rate preferred shares offered for sale than there are buyers for those shares.

If broker-dealers submit or are deemed to submit hold orders for all outstanding auction rate preferred shares, the
auction is considered an all hold auction and the dividend rate for the next dividend period will be the all hold rate,
which is 80% of the AA Financial Composite Commercial Paper Rate, as determined in accordance with procedures
set forth in the Articles Supplementary establishing the auction rate preferred shares.

The auction procedures include a pro rata allocation of auction rate preferred shares for purchase and sale. This
allocation process may result in an existing holder continuing to hold or selling, or a potential holder buying, fewer
shares than the number of shares of auction rate preferred shares in its order. If this happens, broker-dealers will be
required to make appropriate pro rata allocations among their respective customers.

Settlement of purchases and sales will be made on the next business day (which also is a dividend payment date)
after the auction date through DTC. Purchasers will pay for their auction rate preferred shares through broker-dealers
in same-day funds to DTC against delivery to the broker-dealers. DTC will make payment to the sellers broker-dealers
in accordance with its normal procedures, which require broker-dealers to make payment against delivery in same-day
funds. As used in this SAI, a business day is a day on which the NYSE is open for trading, and which is not a
Saturday, Sunday or any other day on which banks in New York City are authorized or obligated by law to close.

The first auction for a series of auction rate preferred shares will be held on the date specified in the Prospectus
Supplement for such series, which will be the business day preceding the dividend payment date for the initial
dividend period. Thereafter, except during special dividend periods, auctions for such series auction rate preferred
shares normally will be held within the frequency specified in the Prospectus Supplement for such series, and each
subsequent

A-25

Table of Contents 80



Edgar Filing: Eaton Vance Tax-Managed Buy-Write Income Fund - Form N-Q

Table of Contents

dividend period for such series auction rate preferred shares normally will begin on the following day.

If an auction is not held because an unforeseen event or unforeseen events cause a day that otherwise would have
been an auction date not to be a business day, then the length of the then-current dividend period will be extended by
seven days (or a multiple thereof if necessary because of such unforeseen event or events), the applicable rate for such
period will be the applicable rate for the then-current dividend period so extended and the dividend payment date for
such dividend period will be the first business day immediately succeeding the end of such period.

The following is a simplified example of how a typical auction works. Assume that the Fund has 1,000
outstanding shares of auction rate preferred stock and three current holders. The three current holders and three
potential holders submit orders through broker-dealers at the auction.

Current Holder A Owns 500 shares, wants to sell all 500 shares Bid order at 4.6% rate for all 500

if auction rate is less than 4.6% shares
Current Holder B Owns 300 shares, wants to hold Hold order will take the auction rate
Current Holder C Owns 200 shares, wants to sell all 200 shares Bid order at 4.4% rate for all 200

if auction rate is less than 4.4% shares
Potential Holder D Wants to buy 200 shares Places order to buy at or above 4.5%
Potential Holder E Wants to buy 300 shares Places order to buy at or above 4.4%
Potential Holder F Wants to buy 200 shares Places order to buy at or above 4.6%

The lowest dividend rate that will result in all 1,000 shares of auction rate preferred stock continuing to be held is
4.5% (the offer by D). Therefore, the dividend rate will be 4.5%. Current holders B and C will continue to own their
shares. Current holder A will sell its shares because A s dividend rate bid was higher than the dividend rate: Potential
holder D will buy 200 shares and potential holder E will buy 300 shares because their bid rates were at or below the
dividend rate. Potential holder F will not buy any shares because its bid rate was above the dividend rate.

Secondary Market Trading and Transfer of Auction Rate Preferred Stock
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The underwriters shall not be required to make a market in the auction rate preferred stock. The broker-dealers
(including the underwriters) may maintain a secondary trading market for outside of auctions, but they are not
required to do so. There can be no assurance that a secondary trading market for the auction rate preferred stock will
develop or, if it does develop, that it will provide owners with liquidity of investment. The auction rate preferred
stock will not be registered on any stock exchange. Investors who purchase auction rate preferred shares in an auction
for a special dividend period should note that because the dividend rate on such shares will be fixed for the length of
that dividend period, the value of such shares may fluctuate in response to the changes in interest rates and may be
more or less than their original cost if sold on the open market in advance of the next auction thereof, depending on
market conditions.

You may sell, transfer, or otherwise dispose of the auction rate preferred stock only in whole shares and only
pursuant to a bid or sell order placed with the auction agent in accordance with the auction procedures, to the Fund or
its affiliates or to or through a broker-dealer that has been selected by the Fund or to such other persons as may be
permitted by the Fund. However, if you hold your auction rate preferred shares in the name of a broker-dealer, a sale
or transfer of your auction rate preferred shares to that broker dealer, or to another customer of that broker-dealer, will
not be considered a sale or transfer or purposes of the foregoing if the shares remain in the name of the broker-dealer
immediately after your transaction. In addition, in the case of all transfers other than through an auction, the
broker-dealer (or other person, if the Fund permits) receiving the transfer must advise the auction agent of the transfer.

PORTFOLIO TRANSACTIONS

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

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

Although investment decisions for the Fund are made independently from those of the other accounts managed by
the Investment Adviser and its affiliates, investments of the kind made by the Fund may also be made for those other
accounts. When the same securities are purchased for or sold by the Fund and any of such other accounts, it is the
policy of the Investment Adviser and its affiliates to allocate such purchases and sales in a manner deemed fair and
equitable over time to all of the accounts, including the Fund.

For the fiscal years ended December 31, 2005, December 31, 2006 and December 31, 2007, the Fund paid a total
of $814,155, $829,093 and $643,869 respectively, in brokerage commissions, of which Gabelli & Company and its
affiliates received $469,081, $483,095 and $387,398, respectively. The amount received by Gabelli & Company and
its affiliates from the Fund in respect of brokerage commissions for the fiscal year ended December 31, 2007
represented approximately 60.17% of the aggregate dollar amount of brokerage commissions paid by the Fund for
such period and approximately 63.51% of the aggregate dollar amount of transactions by the Fund for such period.

PORTFOLIO TURNOVER

The Fund does not engage in the trading of securities for the purpose of realizing short-term profits, but adjusts its
portfolio as it deems advisable in view of prevailing or anticipated market conditions to accomplish its investment
objective. A high rate of portfolio turnover involves correspondingly greater brokerage commission expenses than a
lower rate, which expenses must be borne by the Fund and its shareholders. High portfolio turnover may also result in
the realization of substantial net short-term capital gains and any distributions resulting from such gains will be
taxable at ordinary income rates for U.S. federal income tax purposes. The Fund s portfolio turnover rates for the years
ended December 31, 2006 and December 31, 2007 were 30% and 17%, respectively. The portfolio turnover rate is
calculated by dividing the lesser of sales or purchases of portfolio securities by the average monthly value of the
Fund s portfolio securities. For purposes of this calculation, portfolio securities exclude purchases and sales of debt
securities having a maturity at the date of purchase of one year or less.

TAXATION

The following discussion is a brief summary of certain U.S. federal income tax considerations affecting the Fund

and its shareholders. This discussion reflects applicable tax
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laws of the United States as of the date of this SAI, which tax laws may be changed or subject to new interpretations
by the courts or the Internal Revenue Service (the IRS) retroactively or prospectively. No attempt is made to present a
detailed explanation of all U.S. federal, state, local and foreign tax concerns affecting the Fund and its shareholders
(including shareholders owning a large position in the Fund), and the discussions set forth herein do not constitute tax
advice. Investors are urged to consult their own tax advisers to determine the tax consequences to them of investing in
the Fund.

Taxation of the Fund

The Fund has qualified and intends to continue to qualify, as a regulated investment company under Subchapter M
of the Internal Revenue Code of 1986, as amended (the Code ) (a RIC ). Accordingly, the Fund will, among other
things, (i) derive in each taxable year at least 90% of its gross income from (a) dividends, interest (including
tax-exempt interest), payments with respect to certain securities loans, and gains from the sale or other disposition of
stock, securities or foreign currencies, or other income (including but not limited to gain from options, futures and
forward contracts) derived with respect to its business of investing in such stock, securities or currencies and (b) net
income derived from interests in certain publicly traded partnerships that are treated as partnerships for U.S. federal
income tax purposes and that derive less than 90% of their gross income from the items described in (a) above (each a

Qualified Publicly Traded Partnership ); and (ii) diversify its holdings so that, at the end of each quarter of each
taxable year (a) at least 50% of the value of its total assets is represented by cash and cash items, U.S. government
securities, the securities of other regulated investment companies and other securities, with such other securities
limited, in respect of any one issuer, to an amount not greater than 5% of the value of the Fund s total assets and not
more than 10% of the outstanding voting securities of such issuer and (b) not more than 25% of the value of the Fund s
total assets is invested in the securities of (I) any one issuer (other than U.S. government securities and the securities
of other RICs), (II) any two or more issuers in which the Fund owns 20% or more of the voting stock and that are
determined to be engaged in the same business or similar or related trades or businesses or (III) any one or more
Qualified Publicly Traded Partnerships.

The investments of the Fund in partnerships, including Qualified Publicly Traded Partnerships, may result in the
Fund being subject to state, local, or foreign income, franchise or withholding tax liabilities.

As a RIC, the Fund generally is not or will not be, as the case may be, subject to U.S. federal income tax on income
and gains that it distributes each taxable year to shareholders, if it distributes at least 90% of the sum of the Fund s
(i) investment company taxable income (which includes, among other items, dividends, interest and the excess of any
net short-term capital gain over net long-term capital loss and other taxable income, other than any net long-term
capital gain, reduced by deductible expenses) determined without regard to the deduction for dividends paid and
(i1) its net tax-exempt interest (the excess of its gross tax-exempt interest over certain disallowed deductions). The
Fund intends to distribute at least annually substantially all of such income.

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

A distribution will be treated as paid during the calendar year if it is paid during the calendar year or declared by
the Fund in October, November or December of the year, payable to shareholders of record on a date during such a
month and paid by the Fund during January of the following year. Any such distributions paid during January of the
following year will be deemed to be received no later than December 31 of the year the distributions are declared,
rather than when the distributions are received.

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

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

Foreign currency gain or loss on non-U.S. dollar-denominated securities and on any non-U.S. dollar-denominated
futures contracts, options and forward contracts that are not section 1256 contracts (as defined below) generally will
be treated as ordinary income and loss.

Investments by the Fund in certain passive foreign investment companies ( PFICs ) could subject such fund to
federal income tax (including interest charges) on certain distributions or dispositions with respect to those
investments which cannot be eliminated by making distributions to shareholders. Elections may be available to the
Fund to mitigate the effect of this tax provided that the PFIC complies with certain reporting requirements, but such
elections generally accelerate the recognition of income without the receipt of cash. Dividends paid by PFICs will not
qualify for the reduced tax rates discussed below under Taxation of Shareholders.

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

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

If the Fund does not meet the asset coverage requirements of the 1940 Act and the Articles Supplementary, the
Fund will be required to suspend distributions to the holders of common stock until the asset coverage is restored.
Such a suspension of distributions might prevent the Fund from distributing 90% of its investment company taxable
income as is required in order to avoid fund-level federal income taxation on all of its income, or might prevent the
fund from distributing enough income and capital gain net income to avoid completely imposition of the excise tax.

Certain of the Fund s investment practices are subject to special and complex U.S. federal income tax provisions
that may, among other things, (i) disallow, suspend or otherwise limit the allowance of certain losses or deductions,
(i1) convert lower taxed long-term capital gains into higher taxed short-term capital gains or ordinary income,

(iii) convert ordinary loss or a deduction into capital loss (the deductibility of which is more limited), (iv) cause a fund
to recognize income or gain without a corresponding receipt of cash, (v) adversely affect the time as to when a
purchase or sale of stock or securities is deemed to occur, (vi) adversely alter the characterization of certain complex
financial transactions and (vii) produce income that will not qualify as good income for purposes of the 90% annual
gross income requirement described above. The Fund will monitor its transactions and may make certain tax elections
to mitigate the effect of these rules and prevent disqualification of the fund as a regulated investment company.
Foreign Taxes

Since the Fund may invest in foreign securities, income from such securities may be subject to non-U.S. taxes. The
Fund expects to invest less than 35% of its total assets in foreign securities. As long as the Fund continues to invest
less than 35% of its assets in foreign securities it will not be eligible to elect to pass-through to shareholders of a fund
the ability to use the foreign tax deduction or foreign tax credit for foreign taxes paid with respect to qualifying taxes.
Taxation of Shareholders

The Fund will determine either to distribute or to retain for reinvestment all or part of its net capital gain. If any
such gain is retained, the Fund will be subject to a tax of 35% of such amount. In that event, the Fund expects to
designate the retained amount as undistributed capital gain in a notice to its shareholders, each of whom (i) will be
required to include in income for tax purposes as long-term capital gain its share of such undistributed amounts,

(i1) will be entitled to credit its proportionate share of the tax paid by the Fund against its federal income tax liability
and to claim refunds to the extent that the credit exceeds such liability and (iii) will increase its
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basis in its shares of the Fund by an amount equal to 65% of the amount of undistributed capital gain included in such
shareholder s gross income.

Distributions paid by the Fund from its investment company taxable income, which includes net short-term capital
gain, generally are taxable as ordinary income to the extent of the Fund s earnings and profits. Such distributions, if
designated by the Fund, may, however, qualify (provided holding period and other requirements are met by the Fund
and its shareholders) (i) for the dividends received deduction available to corporations, but only to the extent that the
Fund s income consists of dividend income from U.S. corporations and (ii) for taxable years beginning on or before
December 31, 2010, as qualified dividend income eligible for the reduced maximum federal tax rate to individuals of
generally 15% (currently 0% for individuals in lower tax brackets) to the extent that the Fund receives qualified
dividend income. Qualified dividend income is, in general, dividend income from taxable domestic corporations and
certain qualified foreign corporations (e.g., generally, foreign corporations incorporated in a possession of the United
States or in certain countries with a qualifying comprehensive tax treaty with the United States, or whose shares with
respect to which such dividend is paid is readily tradable on an established securities market in the United States). A
qualified foreign corporation does not include a foreign corporation which for the taxable year of the corporation in
which the dividend was paid, or the preceding taxable year, is a PFIC. If the Fund engages in certain securities lending
transactions, the amount received by the Fund that is the equivalent of the dividends paid by the issuer on the
securities loaned will not be eligible for qualified dividend income treatment. Distributions of net capital gain
designated as capital gain distributions, if any, are taxable to shareholders at rates applicable to long-term capital gain,
whether paid in cash or in shares, and regardless of how long the shareholder has held the Fund s shares. Capital gain
distributions are not eligible for the dividends received deduction. The maximum federal tax rate on net long-term
capital gain of individuals is currently 15% (0% for individuals in lower brackets). The maximum rate on long-term
capital gain is scheduled to rise to 20% for gains realized in taxable years after December 31, 2010. Unrecaptured
Section 1250 gain distributions, if any, will be subject to a 25% tax. Distributions in excess of the Fund s earnings and
profits will first reduce the adjusted tax basis of a holder s shares and, after such adjusted tax basis is reduced to zero,
will constitute capital gain to such holder (assuming the shares are held as a capital asset). Investment company
taxable income (other than qualified dividend income) will currently be taxed at a maximum rate of 35%. For
corporate taxpayers, both investment company taxable income and net capital gain are taxed at a maximum rate of
35%.

If an individual receives a dividend that is eligible for qualified dividend income treatment, and such dividend
constitutes an extraordinary dividend, any loss on the sale or exchange of shares in respect of which the extraordinary
dividend was paid, then the loss will be long-term capital loss to the extent of such extraordinary dividend. An

extraordinary dividend for this purpose is generally a dividend (i) in an amount greater than or equal to 5% of the
taxpayer s tax basis (or trading value) in a share of stock, aggregating dividends with ex-dividend dates within an
85-day period or (ii) in an amount greater than 20% of the taxpayer s tax basis (or trading value) in a share of stock,
aggregating dividends with ex-dividend dates within a 365-day period.

The IRS currently requires that a registered investment company that has two or more classes of stock allocate to
each such class proportionate amounts of each type of its income
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(such as ordinary income, capital gains, dividends qualifying for the dividends received deduction ( DRD ) and
qualified dividend income) based upon the percentage of total dividends paid out of current or accumulated earnings
and profits to each class for the tax year. Accordingly, the Fund intends each year to allocate capital gain dividends,
dividends qualifying for the DRD and dividends that constitute qualified dividend income, if any, between its
common stock and preferred stock in proportion to the total dividends paid out of current or accumulated earnings and
profits to each class with respect to such tax year. Distributions in excess of the Fund s current and accumulated
earnings and profits, if any, however, will not be allocated proportionately among the common stock and preferred
stock. Since the Fund s current and accumulated earnings and profits will first be used to pay dividends on its preferred
stock, distributions in excess of such earnings and profits, if any, will be made disproportionately to holders of
common stock.

Shareholders may be entitled to offset their capital gain distributions (but not distributions eligible for qualified
dividend income treatment) with capital loss. There are a number of statutory provisions affecting when capital loss
may be offset against capital gain, and limiting the use of loss from certain investments and activities. Accordingly,
shareholders with capital loss are urged to consult their tax advisers.

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

Certain types of income received by the Fund from real estate investment trusts ( REITs ), real estate mortgage
investment conduits ( REMICs ), taxable mortgage pools or other investments may cause the Fund to designate some or
all of its distributions as excess inclusion income. To Fund shareholders such excess inclusion income may
(1) constitute taxable income, as unrelated business taxable income ( UBTI ) for those shareholders who would
otherwise be tax-exempt such as individual retirement accounts, 401(k) accounts, Keogh plans, pension plans and
certain charitable entities; (2) not be offset by otherwise allowable deductions for tax purposes; (3) not be eligible for
reduced U.S. withholding for non-U.S. shareholders even from tax treaty countries; and (4) cause the Fund to be
subject to tax if certain disqualified organizations as defined by the Code are Fund shareholders.

Upon a sale, exchange, redemption or other disposition of stock, a shareholder will generally realize a taxable gain
or loss equal to the difference between the amount of cash and the fair market value of other property received and the
shareholder s adjusted tax basis in the stock. Such gain or loss will be treated as long-term capital gain or loss if the
shares have been held for more than one year. Any loss realized on a sale or exchange will be disallowed to the extent
the shares disposed of are replaced by substantially identical shares within a 61-day period beginning 30 days before
and ending 30 days after the date that the shares are disposed of. In such a case, the basis of the shares acquired will be
adjusted to reflect the disallowed loss.

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

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

Shareholders will receive, if appropriate, various written notices after the close of each of the Fund s taxable years
regarding the U.S. federal income tax status of certain dividends, distributions and deemed distributions that were paid
(or that are treated as having been paid) by the Fund to its shareholders during the preceding taxable year.

If a shareholder recognizes a loss with respect to the Fund s shares of $2 million or more for an individual
shareholder or $10 million or more for a corporate shareholder, the shareholder must file with the IRS a disclosure
statement on Form 8886. Direct shareholders of portfolio securities are in many cases exempted from this reporting
requirement, but under current guidance, shareholders of a regulated investment company are not exempted. The fact
that a loss is reportable under these regulations does not affect the legal determination of whether the taxpayer s
treatment of the loss is proper. Shareholders should consult their tax advisors to determine the applicability of these
regulations in light of their individual circumstances.

Dividends paid or distributions made by the Fund to shareholders who are non-resident aliens or foreign entities
( foreign investors ) are generally subject to withholding tax at a 30% rate or a reduced rate specified by an applicable
income tax treaty to the extent derived from investment income and short-term capital gains. In order to obtain a
reduced rate of withholding, a foreign investor will be required to provide an IRS Form W-8BEN certifying its
entitlement to benefits under a treaty. The withholding tax does not apply to regular dividends paid or distributions
made to a foreign investor who provides a Form W-8ECI, certifying that the dividends or distributions are effectively
connected with the foreign investor s conduct of a trade or business within the United States. Instead, the effectively
connected dividends or distributions will be subject to regular U.S. income tax as if the foreign investor were a U.S.
shareholder. A non-U.S. corporation receiving effectively connected dividends or distributions may also be subject to
additional branch profits tax imposed at a rate of 30% (or lower treaty rate). A foreign investor who fails to provide an
IRS Form W-8BEN or other applicable form may be subject to backup withholding at the appropriate rate.

In general, United States federal withholding tax will not apply to any gain or income realized by a foreign investor
in respect of any distributions of net long-term capital gains over net short-term capital losses, exempt-interest
dividends, or upon the sale or other disposition of shares of the Fund.

A-34

Table of Contents 89



Edgar Filing: Eaton Vance Tax-Managed Buy-Write Income Fund - Form N-Q

Table of Contents

Backup Withholding

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

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

As of December 31, 2007, there were no persons known to the Fund to be beneficial owners of more than 5% of the
outstanding shares of the Fund s common stock.
As of December 31, 2007, the Directors and Officers of the Fund as a group beneficially owned approximately 1% of
the outstanding shares of the Fund s common stock.

GENERAL INFORMATION
Book-Entry-Only Issuance

The Depository Trust Company ( DTC ) will act as securities depository for the securities offered pursuant to the
Prospectus. The information in this section concerning DTC and DTC s book-entry system is based upon information
obtained from DTC. The securities offered hereby initially will be issued only as fully-registered securities registered
in the name of Cede & Co. (as nominee for DTC). One or more fully-registered global security certificates initially
will be issued, representing in the aggregate the total number of securities, and deposited with DTC.

DTC is a limited-purpose trust company organized under the New York Banking Law, a banking organization
within the meaning of the New York Banking Law, a member of the Federal Reserve System, a clearing corporation
within the meaning of the New York Uniform Commercial Code and a clearing agency registered pursuant to the
provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds securities that its participants deposit
with DTC. DTC also facilities the settlement among participants of securities transactions, such as transfers and
pledges, in deposited securities through electronic computerized book-entry changes in participants accounts, thereby
eliminating the need for physical movement of securities certificates. Direct DTC participants include securities
brokers and dealers, banks, trust companies, clearing corporations and certain other organizations. Access to the DTC
system is also available to others such as securities brokers and dealers, banks and trust companies that clear through
or maintain a custodial relationship with a direct participant, either directly or indirectly through other entities.

Purchases of securities within the DTC system must be made by or through direct participants, which will receive a
credit for the securities on DTC s records. The ownership
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interest of each actual purchaser of a security, a beneficial owner, is in turn to be recorded on the direct or indirect
participants records. Beneficial owners will not receive written confirmation from DTC of their purchases, but
beneficial owners are expected to receive written confirmations providing details of the transactions, as well as
periodic statements of their holdings, from the direct or indirect participants through which the beneficial owners
purchased securities. Transfers of ownership interests in securities are to be accomplished by entries made on the
books of participants acting on behalf of beneficial owners. Beneficial owners will not receive certificates
representing their ownership interests in securities, except as provided herein.

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

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

Payments on the securities will be made to DTC. DTC s practice is to credit direct participants accounts on the
relevant payment date in accordance with their respective holdings shown on DTC s records unless DTC has reason to
believe that it will not receive payments on such payment date. Payments by participants to beneficial owners will be
governed by standing instructions and customary practices and will be the responsibility of such participant and not of
DTC or the Fund, subject to any statutory or regulatory requirements as may be in effect from time to time. Payment
of distributions to DTC is the responsibility of the Fund, disbursement of such payments to direct participants is the
responsibility of DTC, and disbursement of such payments to the beneficial owners is the responsibility of direct and
indirect participants. Furthermore each beneficial owner must rely on the procedures of DTC to exercise any rights
under the securities.

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

Proxy Voting Procedures

The Fund has adopted the proxy voting procedures of the Investment Adviser and has directed the Investment
Adpviser to vote all proxies relating to the Fund s voting securities in accordance with such procedures. The proxy
voting procedures are attached. They are also on file with the Securities and Exchange Commission and can be
reviewed and copied at the Securities and Exchange Commission s Public Reference Room in Washington, D.C., and
information on the operation of the Public Reference Room may be obtained by calling the Securities and Exchange
Commission at 202-551-8090. The proxy voting procedures are also available on the EDGAR Database on the
Securities and Exchange Commission s internet site (http://www.sec.gov) and copies of the proxy voting procedures
may be obtained, after paying a duplicating fee, by electronic request at the follow E-mail
address: publicinfo@sec.gov, or by
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writing the Securities and Exchange Commission s Public Reference Section, Washington, D.C. 20549-0102.
Code of Ethics

The Fund and the Investment Adviser have adopted a code of ethics (the Code of Ethics ) under Rule 17j-1 under
the 1940 Act. The Code of Ethics permits personnel, subject to the Code of Ethics and its restrictive provisions, to
invest in securities, including securities that may be purchased or held by the Fund. The Code of Ethics can be
reviewed and copied at the SEC s Public Reference Room in Washington, D.C. Information on the operations of the
Reference Room may be obtained by calling the SEC at 202-551-8090. The Code of Ethics is also available on the
EDGAR database on the SEC s Internet web site at http://www.sec.gov. Copies of the Code of Ethics may also be
obtained, after paying a duplicating fee, by electronic request at the following e-mail address: publicinfo@sec.gov, or
by writing the SEC s Public Reference Room, Washington, D.C. 20549-0102.
Joint Code of Ethics for Chief Executive and Senior Financial Officers

The Fund and the Investment Adviser have adopted a code of conduct for the principal executive and financial
officers. This code of conduct sets forth policies to guide the principal executive and financial officers in the
performance of their duties. The code of conduct is on file with the SEC and can be reviewed and copied at the SEC s
Public Reference Room in Washington, D.C., and information on the operation of the Public Reference Room may be
obtained by calling the Commission at 202-551-8090. The code of conduct is also available on the EDGAR Database
on the SEC s Internet web site at http://www.sec.gov, and copies of the code of conduct may be obtained, after paying
a duplicating fee, by electronic request at the following e-mail address: publicinfo@sec.gov, or by writing the SEC s
Public Reference Room, Washington, D.C. 20549-0102.
Financial Statements

The audited financial statements included in the annual report to the Fund s shareholders for the year ended
December 31, 2007, together with the report of for the Fund s annual report, are incorporated herein by
reference to the Fund s annual report and semi-annual report to shareholders. All other portions of the annual report
and semi-annual report to shareholders are not incorporated herein by reference and are not part of the registration
statement.
Independent Registered Public Accounting Firm
serves as the Independent Registered Public Accounting Firm of the Fund and audits the
financial statements of the Fund. is located at
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APPENDIX A
GAMCO INVESTORS, INC. and AFFILIATES

The Voting of Proxies on Behalf of Clients

Rules 204(4)-2 and 204-2 under the Investment Advisers Act of 1940 and Rule 30b1-4 under the Investment
Company Act of 1940 require investment advisers to adopt written policies and procedures governing the voting of
proxies on behalf of their clients.

These procedures will be used by GAMCO Asset Management Inc., Gabelli Funds, LLC, Gabelli Securities, Inc.,
and Gabelli Advisers, Inc. (collectively, the Advisers ) to determine how to vote proxies relating to portfolio securities
held by their clients, including the procedures that the Advisers use when a vote presents a conflict between the
interests of the shareholders of an investment company managed by one of the Advisers, on the one hand, and those of
the Advisers the principal underwriter, or any affiliated person of the investment company, the Advisers, or the
principal underwriter. These procedures will not apply where the Advisers do not have voting discretion or where the
Adpvisers have agreed to with a client to vote the client s proxies in accordance with specific guidelines or procedures
supplied by the client (to the extent permitted by ERISA).

I. Proxy Voting Committee

The Proxy Voting Committee was originally formed in April 1989 for the purpose of formulating guidelines and
reviewing proxy statements within the parameters set by the substantive proxy voting guidelines originally published
by GAMCO Investors, Inc. in 1988 and updated periodically, a copy of which are appended as Exhibit A. The
Committee will include representatives of Research, Administration, Legal, and the Advisers. Additional or
replacement members of the Committee will be nominated by the Chairman and voted upon by the entire Committee.

Meetings are held on an as needed basis to form views on the manner in which the Advisers should vote proxies on
behalf of their clients.

In general, the Director of Proxy Voting Services, using the Proxy Guidelines, recommendations of Institutional
Shareholder Corporate Governance Service ( ISS ), other third-party services, and the analysts of Gabelli & Company,
Inc., will determine how to vote on each issue. For non-controversial matters, the Director of Proxy Voting Services
may vote the proxy if the vote is (1) consistent with the recommendations of the issuer s Board of Directors and not
contrary to the Proxy Guidelines; (2) consistent with the recommendations of the issuer s Board of Directors and is a
non-controversial issue not covered by the Proxy Guidelines; or (3) the vote is contrary to the recommendations of the
Board of Directors but is consistent with the Proxy Guidelines. In those instances, the Director of Proxy Voting
Services or the Chairman of the Committee may sign and date the proxy statement indicating how each issue will be
voted.
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All matters identified by the Chairman of the Committee, the Director of Proxy Voting Services or the Legal
Department as controversial, taking into account the recommendations of ISS or other third party services and the
analysts of Gabelli & Company, Inc., will be presented to the Proxy Voting Committee. If the Chairman of the
Committee, the Director of Proxy Voting Services or the Legal Department has identified the matter as one that (1) is
controversial; (2) would benefit from deliberation by the Proxy Voting Committee; or (3) may give rise to a conflict of
interest between the Advisers and their clients, the Chairman of the Committee will initially determine what vote to
recommend that the Advisers should cast and the matter will go before the Committee.

A.

Conflicts of Interest.

The Advisers have implemented these proxy voting procedures in order to prevent conflicts of interest from
influencing their proxy voting decisions. By following the Proxy Guidelines, as well as the recommendations
of ISS, other third-party services and the analysts of Gabelli & Company, the Advisers are able to avoid,
wherever possible, the influence of potential conflicts of interest. Nevertheless, circumstances may arise in
which one or more of the Advisers are faced with a conflict of interest or the appearance of a conflict of
interest in connection with its vote. In general, a conflict of interest may arise when an Adviser knowingly does
business with an issuer, and may appear to have a material conflict between its own interests and the interests
of the shareholders of an investment company managed by one of the Advisers regarding how the proxy is to
be voted. A conflict also may exist when an Adviser has actual knowledge of a material business arrangement
between an issuer and an affiliate of the Adviser.

In practical terms, a conflict of interest may arise, for example, when a proxy is voted for a company that is a
client of one of the Advisers, such as GAMCO Asset Management Inc. A conflict also may arise when a client
of one of the Advisers has made a shareholder proposal in a proxy to be voted upon by one or more of the
Adpvisers. The Director of Proxy Voting Services, together with the Legal Department, will scrutinize all
proxies for these or other situations that may give rise to a conflict of interest with respect to the voting of
proxies.

Operation of Proxy Voting Committee

For matters submitted to the Committee, each member of the Committee will receive, prior to the meeting, a
copy of the proxy statement, any relevant third party research, a summary of any views provided by the Chief
Investment Officer and any recommendations by Gabelli & Company, Inc. analysts. The Chief Investment
Officer or the Gabelli & Company, Inc. analysts may be invited to present their viewpoints. If the Director of
Proxy Voting Services or the Legal Department believe that the matter before the committee is one with
respect to which a conflict of interest may exist between the Advisers and their clients, counsel will provide an
opinion to the Committee concerning the conflict. If the matter is one in which the interests of the clients of
one or more of Advisers may diverge, counsel will so advise and the Committee may make different
recommendations as to different clients. For any matters where the recommendation may trigger appraisal
rights, counsel will provide an opinion concerning the likely risks and merits of such an appraisal action.
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Each matter submitted to the Committee will be determined by the vote of a majority of the members present at
the meeting. Should the vote concerning one or more recommendations be tied in a vote of the Committee, the
Chairman of the Committee will cast the deciding vote. The Committee will notify the proxy department of its
decisions and the proxies will be voted accordingly.

Although the Proxy Guidelines express the normal preferences for the voting of any shares not covered by a
contrary investment guideline provided by the client, the Committee is not bound by the preferences set forth
in the Proxy Guidelines and will review each matter on its own merits. Written minutes of all Proxy Voting
Committee meetings will be maintained. The Advisers subscribe to ISS, which supplies current information on
companies, matters being voted on, regulations, trends in proxy voting and information on corporate
governance issues.

If the vote cast either by the analyst or as a result of the deliberations of the Proxy Voting Committee runs
contrary to the recommendation of the Board of Directors of the issuer, the matter will be referred to legal
counsel to determine whether an amendment to the most recently filed Schedule 13D is appropriate.
I1. Social Issues and Other Client Guidelines
If a client has provided special instructions relating to the voting of proxies, they should be noted in the client s
account file and forwarded to the proxy department. This is the responsibility of the investment professional or sales
assistant for the client. In accordance with Department of Labor guidelines, the Advisers policy is to vote on behalf of
ERISA accounts in the best interest of the plan participants with regard to social issues that carry an economic impact.
Where an account is not governed by ERISA, the Advisers will vote shares held on behalf of the client in a manner
consistent with any individual investment/voting guidelines provided by the client. Otherwise the Advisers will
abstain with respect to those shares.
III. Client Retention of Voting Rights
If a client chooses to retain the right to vote proxies or if there is any change in voting authority, the following
should be notified by the investment professional or sales assistant for the client.
Operations
Legal Department
Proxy Department
Investment professional assigned to the account
In the event that the Board of Directors (or a Committee thereof) of one or more of the investment companies
managed by one of the Advisers has retained direct voting control over any security, the Proxy Voting Department
will provide each Board Member (or Committee member) with a copy of the proxy statement together with any other
relevant information including recommendations of ISS or other third-party services.
IV. Voting Records
The Proxy Voting Department will retain a record of matters voted upon by the Advisers for their clients. The
Advisers staff may request proxy voting records for use in presentations to
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current or prospective clients. Requests for proxy voting records should be made at least ten days prior to client
meetings.

If a client wishes to receive a proxy voting record on a quarterly, semi-annual or annual basis, please notify the
Proxy Voting Department. The reports will be available for mailing approximately ten days after the quarter end of the
period. First quarter reports may be delayed since the end of the quarter falls during the height of the proxy season.

A letter is sent to the custodians for all clients for which the Advisers have voting responsibility instructing
them to forward all proxy materials to:

[Adviser name]

Attn: Proxy Voting Department One Corporate Center

Rye, New York 10580-1433
The sales assistant sends the letters to the custodians along with the trading/DTC instructions. Proxy voting records
will be retained in compliance with Rule 204-2 under the Investment Advisers Act.

V. Voting Procedures
1. Custodian banks, outside brokerage firms and First Clearing Corporation are responsible for forwarding proxies
directly to GAMCO.
Proxies are received in one of two forms:

Shareholder Vote Authorization Forms (VAFs) Issued by Broadridge. VAFs must be voted through the issuing

institution causing a time lag. Broadridge is an outside service contracted by the various institutions to issue

proxy materials.

Proxy cards which may be voted directly.
2. Upon receipt of the proxy, the number of shares each form represents is logged into the proxy system according to
security.
3. In the case of a discrepancy such as an incorrect number of shares, an improperly signed or dated card, wrong class
of security, etc., the issuing custodian is notified by phone. A corrected proxy is requested. Arrangements are made to
insure that a proper proxy is received in time to be voted (overnight delivery, fax, etc.). When securities are out on
loan on record date, the custodian is requested to supply written verification.
4. Upon receipt of instructions from the proxy committee (see Administrative), the votes are cast and recorded for
each account on an individual basis.
Since January 1, 1992, records have been maintained on the Proxy Edge system. The system is backed up regularly.
From 1990 through 1991, records were maintained on the PROXY VOTER system and in hardcopy format. Prior to
1990, records were maintained on diskette and in hardcopy format.
PROXY EDGE records include:

Security Name and Cusip Number
Date and Type of Meeting (Annual, Special, Contest) Client Name
A-41

Table of Contents 96



Edgar Filing: Eaton Vance Tax-Managed Buy-Write Income Fund - Form N-Q

Table of Contents

Adviser or Fund Account Number
Directors Recommendation
How GAMCO voted for the client on each issue The rationale for the vote when it is appropriate
Records prior to the institution of the PROXY EDGE system include:
Security name
Type of Meeting (Annual, Special, Contest)
Date of Meeting
Name of Custodian
Name of Client
Custodian Account Number
Adviser or Fund Account Number
Directors recommendation
How the Adviser voted for the client on each issue
Date the proxy statement was received and by whom Name of person posting the vote
Date and method by which the vote was cast
From these records individual client proxy voting records are compiled. It is our policy to provide institutional
clients with a proxy voting record during client reviews. In addition, we will supply a proxy voting record at the
request of the client on a quarterly, semi-annual or annual basis.
5. VAFs are kept alphabetically by security. Records for the current proxy season are located in the Proxy Voting
Department office. In preparation for the upcoming season, files are transferred to an offsite storage facility during
January/February.
6. Shareholder Vote Authorization Forms issued by Broadridge are always sent directly to a specific individual at
Broadridge.
7. If a proxy card or VAF is received too late to be voted in the conventional matter, every attempt is made to vote on
one of the following ways:
VAFs can be faxed to Broadridge up until the time of the meeting. This is followed up by the mailing of the
original form.

When a solicitor has been retained, that person is called. At the solicitor s direction, the proxy is faxed.
8. In the case of a proxy contest, records are maintained for each opposing entity.
9. Voting in Person
a) At times it may be necessary to vote the shares in person. In this case, a legal proxy is obtained in the following
manner:
Banks and brokerage firms using the services at Broadridge:
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The back of the VAF is stamped indicating that we wish to vote in person. The forms are then sent overnight to
Broadridge. Broadridge issues individual legal proxies and sends them back via overnight (or the Adviser can pay
messenger charges). Lead time of at least two weeks prior to the meeting is needed to do this. Alternatively, the
procedures detailed below for banks not using Broadridge may be implemented.
Banks and brokerage firms issuing proxies directly:
The bank is called and/or faxed and a legal proxy is requested. All legal proxies should appoint:
Representative of [Adviser name] with full power of substitution.
b) The legal proxies are given to the person attending the meeting, along with the following supplemental material:
A limited Power of Attorney appointing the attendee an Adviser representative.

A list of all shares being voted by custodian only. Client names and account numbers are not included. This list
must be presented, along with the proxies, to the Inspectors of Elections and/or tabulator at least one-half hour
prior to the scheduled start of the meeting. The tabulator must qualify the votes (i.e. determine if the votes have
previously been cast, if the votes have been rescinded, etc.).

A sample ERISA and Individual contract.

A sample of the annual authorization to vote proxies form.

A copy of our most recent Schedule 13D filing (if applicable).
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Appendix A
Proxy Guidelines
PROXY VOTING GUIDELINES
GENERAL POLICY STATEMENT
It is the policy of GAMCO Investors, Inc. to vote in the best economic interests of our clients. As we state in our
Magna Carta of Shareholders Rights, established in May 1988, we are neither for nor against management. We are for
shareholders.
At our first proxy committee meeting in 1989, it was decided that each proxy statement should be evaluated on its
own merits within the framework first established by our Magna Carta of Shareholders Rights. The attached
guidelines serve to enhance that broad framework.
We do not consider any issue routine. We take into consideration all of our research on the company, its directors, and
their short and long-term goals for the company. In cases where issues that we generally do not approve of are
combined with other issues, the negative aspects of the issues will be factored into the evaluation of the overall
proposals but will not necessitate a vote in opposition to the overall proposals.
BOARD OF DIRECTORS
The Advisers do not consider the election of the Board of Directors a routine issue. Each slate of directors is evaluated
on a case-by-case basis.
Factors taken into consideration include:
Historical responsiveness to shareholders
This may include such areas as:
- Paying greenmail

- Failure to adopt shareholder resolutions receiving a majority of shareholder votes
Qualifications

Nominating committee in place
Number of outside directors on the board
Attendance at meetings
Overall performance
SELECTION OF AUDITORS
In general, we support the Board of Directors recommendation for auditors.

BLANK CHECK PREFERRED STOCK
A-44
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We oppose the issuance of blank check preferred stock.
Blank check preferred stock allows the company to issue stock and establish dividends, voting rights, etc. without
further shareholder approval.
CLASSIFIED BOARD
A classified board is one where the directors are divided into classes with overlapping terms. A different class is
elected at each annual meeting.
While a classified board promotes continuity of directors facilitating long range planning, we feel directors should be
accountable to shareholders on an annual basis. We will look at this proposal on a case-by-case basis taking into
consideration the board s historical responsiveness to the rights of shareholders.
Where a classified board is in place we will generally not support attempts to change to an annually elected board.
When an annually elected board is in place, we generally will not support attempts to classify the board.
INCREASE AUTHORIZED COMMON STOCK
The request to increase the amount of authorized shares is considered on a case-by-case basis.
Factors taken into consideration include:
Future use of additional shares
- Stock split
- Stock option or other executive compensation plan
- Finance growth of company/strengthen balance sheet
- Aid in restructuring
- Improve credit rating
- Implement a poison pill or other takeover defense
Amount of stock currently authorized but not yet issued or reserved for stock option plans

Amount of additional stock to be authorized and its dilutive effect
We will support this proposal if a detailed and verifiable plan for the use of the additional shares is contained in the
proxy statement.
CONFIDENTIAL BALLOT
A-45
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We support the idea that a shareholder s identity and vote should be treated with confidentiality.
However, we look at this issue on a case-by-case basis.
In order to promote confidentiality in the voting process, we endorse the use of independent Inspectors of Election.
CUMULATIVE VOTING
In general, we support cumulative voting.
Cumulative voting is a process by which a shareholder may multiply the number of directors being elected by the
number of shares held on record date and cast the total number for one candidate or allocate the voting among two or
more candidates.
Where cumulative voting is in place, we will vote against any proposal to rescind this shareholder right.
Cumulative voting may result in a minority block of stock gaining representation on the board. When a proposal is
made to institute cumulative voting, the proposal will be reviewed on a case-by-case basis. While we feel that each
board member should represent all shareholders, cumulative voting provides minority shareholders an opportunity to
have their views represented.
DIRECTOR LIABILITY AND INDEMNIFICATION
We support efforts to attract the best possible directors by limiting the liability and increasing the indemnification of
directors, except in the case of insider dealing.
EQUAL ACCESS TO THE PROXY
The SEC s rules provide for shareholder resolutions. However, the resolutions are limited in scope and there is a 500
word limit on proponents written arguments. Management has no such limitations. While we support equal access to
the proxy, we would look at such variables as length of time required to respond, percentage of ownership, etc.
FAIR PRICE PROVISIONS
Charter provisions requiring a bidder to pay all shareholders a fair price are intended to prevent two-tier tender offers
that may be abusive. Typically, these provisions do not apply to board-approved transactions.
We support fair price provisions because we feel all shareholders should be entitled to receive the same benefits.
Reviewed on a case-by-case basis.
GOLDEN PARACHUTES
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Golden parachutes are severance payments to top executives who are terminated or demoted after a takeover.
We support any proposal that would assure management of its own welfare so that they may continue to make
decisions in the best interest of the company and shareholders even if the decision results in them losing their job. We
do not, however, support excessive golden parachutes. Therefore, each proposal will be decided on a case-by- case
basis.
Note: Congress has imposed a tax on any parachute that is more than three times the executive s average annual
compensation.
ANTI-GREENMAIL PROPOSALS
We do not support greenmail. An offer extended to one shareholder should be extended to all shareholders equally
across the board.
LIMIT SHAREHOLDERS RIGHTS TO CALL SPECIAL MEETINGS
We support the right of shareholders to call a special meeting.
CONSIDERATION OF NONFINANCIAL EFFECTS OF A MERGER
This proposal releases the directors from only looking at the financial effects of a merger and allows them the
opportunity to consider the merger s effects on employees, the community, and consumers.
As a fiduciary, we are obligated to vote in the best economic interests of our clients. In general, this proposal does not
allow us to do that. Therefore, we generally cannot support this proposal.
Reviewed on a case-by-case basis.
MERGERS, BUYOUTS, SPIN-OFFS, RESTRUCTURINGS
Each of the above is considered on a case-by-case basis. According to the Department of Labor, we are not required to
vote for a proposal simply because the offering price is at a premium to the current market price. We may take into
consideration the long term interests of the shareholders.
MILITARY ISSUES
Shareholder proposals regarding military production must be evaluated on a purely economic set of criteria for our
ERISA clients. As such, decisions will be made on a case-by-case basis.
In voting on this proposal for our non-ERISA clients, we will vote according to the client s direction when applicable.
Where no direction has been given, we will vote in the best economic interests of our clients. It is not our duty to
impose our social judgment on others.
NORTHERN IRELAND
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Shareholder proposals requesting the signing of the MacBride principles for the purpose of countering the
discrimination of Catholics in hiring practices must be evaluated on a purely economic set of criteria for our ERISA
clients. As such, decisions will be made on a case-by-case basis.
In voting on this proposal for our non-ERISA clients, we will vote according to client direction when applicable.
Where no direction has been given, we will vote in the best economic interests of our clients. It is not our duty to
impose our social judgment on others.
OPT OUT OF STATE ANTI-TAKEOVER LAW
This shareholder proposal requests that a company opt out of the coverage of the state s anti-takeover statutes.
Example: Delaware law requires that a buyer must acquire at least 85% of the company s stock before the buyer can
exercise control unless the board approves.
We consider this on a case-by-case basis. Our decision will be based on the following:

State of Incorporation

Management history of responsiveness to shareholders

Other mitigating factors
POISON PILL
In general, we do not endorse poison pills.
In certain cases where management has a history of being responsive to the needs of shareholders and the stock is very
liquid, we will reconsider this position.
REINCORPORATION
Generally, we support reincorporation for well-defined business reasons. We oppose reincorporation if proposed
solely for the purpose of reincorporating in a state with more stringent anti-takeover statutes that may negatively
impact the value of the stock.
STOCK OPTION PLANS
Stock option plans are an excellent way to attract, hold and motivate directors and employees. However, each stock
option plan must be evaluated on its own merits, taking into consideration the following:

Dilution of voting power or earnings per share by more than 10%

Kind of stock to be awarded, to whom, when and how much
Method of payment

Amount of stock already authorized but not yet issued under existing stock option plans
A-48
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SUPERMAJORITY VOTE REQUIREMENTS
Supermajority vote requirements in a company s charter or bylaws require a level of voting approval in excess of a
simple majority of the outstanding shares. In general, we oppose supermajority-voting requirements. Supermajority
requirements often exceed the average level of shareholder participation. We support proposals approvals by a simple
majority of the shares voting.
LIMIT SHAREHOLDERS RIGHT TO ACT BY WRITTEN CONSENT
Written consent allows shareholders to initiate and carry on a shareholder action without having to wait until the next
annual meeting or to call a special meeting. It permits action to be taken by the written consent of the same percentage
of the shares that would be required to effect proposed action at a shareholder meeting.
Reviewed on a case-by-case basis.

A-49

Table of Contents 104



Edgar Filing: Eaton Vance Tax-Managed Buy-Write Income Fund - Form N-Q

Table of Contents

PART C
OTHER INFORMATION
Item 25. Financial Statements and Exhibits
1. Financial Statements(1)
(a) Statement of Assets and Liabilities
(b) Statement of Operations
(c) Statement of Changes in Net Assets
(d) Notes to Financial Statements
(e) Report of Independent Registered Public Accounting Firm
2. Exhibits
(a) (i) Aurticles of Incorporation(2)
(i) Articles Supplementary for the Series C Auction Rate Cumulative Preferred Stock(4)
(iii) Articles Supplementary for the 5.875% Series D Cumulative Preferred Stock(6)
(iv) Articles Supplementary for the Series E Auction Rate Cumulative Preferred Stock(6)
(v) Articles Supplementary for the 6.20% Series F Cumulative Preferred Stock(9)
(vi) Articles of Amendment dated May 12, 2004 to the Articles of Incorporation(7)

(vii) Articles of Amendment dated September 12, 2005 to the Articles of Incorporation(8)
(b) Amended and Restated By-Laws of Registrant(8)

(c) Not applicable

(d) Specimen Stock Certificate:
(i) Form of certificate for Common Stock, par value $.001 per share(5)

(i1) Series C Auction Rate Cumulative Preferred Stock(4)
(ii1) 5.875% Series D Cumulative Preferred Stock(6)
(iv) Series E Auction Rate Cumulative Preferred Stock(6)
(e) Automatic Dividend Reinvestment and Voluntary Cash Purchase Plan of The Gabelli Equity Trust Inc. (the
Registrant )(2)
(f) Not applicable
(g) Investment Advisory Agreement between Registrant and Gabelli Funds, LLC (the Investment Adviser )(5)

(h) Form of Underwriting Agreement(11)

(i) Not applicable
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() Custodian Contract between Registrant and Mellon Trust of New England, N.A.(2)

(k) (1) Registrar, Transfer Agency and Service Agreement between Registrant and Computershare Trust
Company, N.A.(5)
(i) Transfer Agent and Registrar Services Fee Agreement between Registrant and Computershare Trust
Company, N.A.(5)

(iii)) Form of Auction Agency Agreement for the Series C Auction Rate Cumulative Preferred Stock(4)
(iv) Form of Auction Agency Agreement for the Series E Auction Rate Cumulative Preferred Stock(6)
(v) Form of Broker-Dealer Agreement for the Series C Auction Rate Cumulative Preferred Stock(4)

(vi) Form of Broker-Dealer Agreement for the Series E Auction Rate Cumulative Preferred Stock(6)
() Opinion and Consent of Willkie Farr & Gallagher LLP(11)

(m) Not applicable

(n) (1) Consent of Independent Registered Public Accounting Firm(11)
(i) Power of Attorney(10)

(o) Not applicable

(p) Not applicable
(q) Not applicable
(r) Codes of Ethics of the Registrant and the Investment Adviser(3)

(1) Incorporated by
reference to the
Registrant s
semi-annual
report filed
September 6,
2007 on Form
N-CSRS (File
No. 811-04700)
and the
Registrant s
annual report
filed March 7,
2007 on Form
N-CSR (File
No. 811-04700).

(2) Incorporated by
reference to the
Registrant s
Pre-Effective
Amendment
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No. 2 to the
Registrant s
Registration
Statement on
Form N-2 (File
Nos. 33 3-45951
and 811-04700)
as filed with the
Securities and
Exchange
Commission on
April 7, 1998.

Incorporated by
reference to the
Registrant s
Pre-Effective
Amendment
No. 2 to the
Registrant s
Registration
Statement on
Form N-2 (File
Nos. 333-47012
and 811-04700)
as filed with the
Securities and
Exchange
Commission on
December 1,
2000.

Incorporated by
reference to the
Registrant s
Pre-Effective
Amendment
No. 3 to the
Registrant s
Registration
Statement on
Form N-2 (File
Nos. 333-86554
and 811-04700)
as filed with the
Securities and
Exchange
Commission on
June 25, 2002.
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®)

(6)

)

Incorporated by
reference to the
Registrant s
Pre-Effective
Amendment
No. 1 to the
Registrant s
Registration
Statement on
Form N-2 (File
Nos. 033-62323
and 811-04700)
as filed with the
Securities and
Exchange
Commission on

October 13, 1995.

Incorporated by
reference to the
Registrant s
Pre-Effective
Amendment
No. 2 to the
Registrant s
Registration
Statement on
Form N-2 (File
Nos. 333-106081
and 811-04700)
as filed with the
Securities and
Exchange
Commission on
October 1, 2003.

Incorporated by
reference to the
Registrant s
Registration
Statement on
Form N-14 (File
No. 333-126111)
as filed with the
Securities and
Exchange
Commission on
June 24, 2005.
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Incorporated by
reference to the
Registrant s
Pre-Effective
Amendment
No. 1 to the
Registrant s
Registration
Statement on
Form N-2 (File
Nos. 333-127724
and 811-04700)
as filed with the
Securities and
Exchange
Commission on
September 15,
2005.

Incorporated by
reference to the
Registrant s
Pre-Effective
Amendment
No. 2 to the
Registrant s
Registration
Statement on
Form N-2 (File
Nos. 333-137298
and 811-04700)
as filed with the
Securities and
Exchange
Commission on
November 6,
2006.

Incorporated by
reference to the
Registrant's
Pre-Effective
Amendment No.
1 to the
Registrant's
Registration
Statement on
Form N-2 (File
Nos. 333-146634
and 811-04700)
as filed with the
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Securities and
Exchange
Commission on
December 18,
2007.

(11) To be filed by
amendment.
Item 26. Marketing Arrangements
Please refer to exhibit 2(h) of this Registration Statement.
Item 27. Other Expenses of Issuance and Distribution
The following table sets forth the estimated expenses to be incurred in connection with the offering described in
this Registration Statement:

SEC registration fees $ 15,350
New York Stock Exchange listing fee $ 30,000
Rating Agency fees $150,000
Printing expenses $225,000
Auditing fees and expenses $ 30,000
Legal fees and expenses $250,000
Blue Sky fees $ 20,000
Miscellaneous $ 29,650
Total $750,000
Item 28. Persons Controlled by or Under Common Control with Registrant
NONE.
3
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Item 29. Number of Holders of Securities as of December 31, 2007:

Number of

Record
Class of Stock Holders
Common Stock 9,708
Series C Auction Rate Preferred 1
Series D Preferred 1
Series E Auction Rate Preferred 1
Series F Preferred 1

Item 30. Indemnification

The response to this Item is incorporated by reference to the caption Management of the Fund-Limitation of
Directors and Officers Liability in Part B of this Registration Statement.

Insofar as indemnification for liability arising under the Securities Act of 1933, as amended may be permitted to
directors, officers and controlling persons of Registrant pursuant to the foregoing provisions, or otherwise, Registrant
has been advised that, in the opinion of the SEC, such indemnification is against public policy as expressed in the
Securities Act, and is, therefore, unenforceable. In the event that a claim for indemnification against such liabilities
(other than the payment by Registrant of expenses incurred or paid by a director, officer or controlling person of
Registrant in the successful defense of any action, suit or proceeding) is asserted by such director, officer or
controlling person in connection with the securities being registered, Registrant will, unless in the opinion of its
counsel the matter has been settled by controlling precedent, submit to a court of appropriate jurisdiction the question
whether such indemnification by it is against public policy as expressed in the Securities Act and will be governed by
the final adjudication of such issue.

Item 31. Business and Other Connections of Investment Adviser

The Investment Adviser, a limited liability company organized under the laws of the State of New York, acts as
investment adviser to the Registrant. The Registrant is fulfilling the requirement of this Item 31 to provide a list of the
officers and directors of the Investment Adviser, together with information as to any other business, profession,
vocation or employment of a substantial nature engaged in by the Investment Adviser or those officers and directors
during the past two years, by incorporating by reference the information contained in the Form ADV of the
Investment Adviser filed with the SEC pursuant to the 1940 Act (Commission File No. 801-26202).

Item 32. Location of Accounts and Records

The accounts and records of the Registrant are maintained in part at the office of the Investment Adviser at One
Corporate Center, Rye, New York 10580-1422, in part at the offices of the Registrant s custodian, Mellon, 135 Santilli
Highway, Everett, Massachusetts 02149, in part at the offices of the Registrant s sub-administrator, PFPC Inc., 400
Bellevue Parkway, Wilmington, Delaware, 19809, and in part at the offices of Computershare Trust Company, N.A.,
P.O. Box 43025, Providence, RI 02940-3025.

4
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Item 33. Management Services
Not applicable.
Item 34. Undertakings
1. Registrant undertakes to suspend the offering of shares until the prospectus is amended, if subsequent to the
effective date of this registration statement, its net asset value declines more than ten percent from its net asset value
as of the effective date of the registration statement or its net asset value increases to an amount greater than its net
proceeds as stated in the prospectus.
2. Not applicable.
3. Not applicable.
4. Registrant undertakes:
(a) tofile, during and period in which offers or sales are being made, a post-effective amendment to this
Registration Statement:
(1) to include any prospectus required by Section 10(a)(3) of the Securities Act;

(2) toreflect in the prospectus any facts or events after the effective date of the Registration Statement (or
the most recent post-effective amendment thereof) which, individually or in the aggregate, represent a
fundamental change in the information set forth in the Registration Statement; and

(3) toinclude any material information with respect to the plan of distribution not previously disclosed in
the Registration Statement or any material change to such information in the Registration Statement.
(b) that for the purpose of determining any liability under the Securities Act, each post-effective amendment
shall be deemed to be a new registration statement relating to the securities offered therein, and the offering
of such securities at that time shall be deemed to be the initial bona fide offering thereof;

(c) toremove from registration by means of a post-effective amendment any of the securities being registered
which remain unsold at the termination of the offering; and

(d) that, for the purpose of determining liability under the Securities Act to any purchaser, if the Registrant is
subject to Rule 430C: Each prospectus filed pursuant to Rule 497(b), (c), (d) or (e) under the Securities Act
as part of a registration statement relating to an offering, other than prospectuses filed in reliance on
Rule 430A under the Securities Act shall be deemed to be part of and included in the registration statement
as of the date it is first used after effectiveness. Provided, however, that no statement made in a registration
statement or prospectus that is part of the registration or made in a document

5
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incorporated or deemed incorporated by reference into the registration statement or prospectus that is part of
the registration statement will, as to a purchaser with a time of contract of sale prior to such first use,
supersede or modify any statement that was made in the registration statement or prospectus that was part of
the registration statement or made in any such document immediately prior to such date of first use.

(e) that for the purpose of determining liability of the Registrant under the Securities Act to any purchaser in the
initial distribution of securities:

The undersigned Registrant undertakes that in a primary offering of securities of the undersigned Registrant

pursuant to this registration statement, regardless of the underwriting method used to sell the securities to the

purchaser, if the securities are offered or sold to such purchaser by means of any of the following

communications, the undersigned Registrant will be a seller to the purchaser and will be considered to offer

or sell such securities to the purchaser:

(1) any preliminary prospectus or prospectus of the undersigned Registrant relating to the offering required
to be filed pursuant to Rule 497 under the Securities Act.

(2) the portion of any advertisement pursuant to Rule 482 under the Securities Act relating to the offering
containing material information about the undersigned Registrant or its securities provided by or on
behalf of the undersigned Registrant; and

(3) any other communication that is an offer in the offering made by the undersigned Registrant to the
purchaser.
5. Registrant undertakes:

(a) that, for the purpose of determining any liability under the Securities Act the information omitted from the
form of prospectus filed as part of the Registration Statement in reliance upon Rule 430A and contained in
the form of prospectus filed by the Registrant pursuant to Rule 497(h) will be deemed to be a part of the
Registration Statement as of the time it was declared effective.

(b) that, for the purpose of determining any liability under the Securities Act, each post-effective amendment
that contains a form of prospectus will be deemed to be a new Registration Statement relating to the
securities offered therein, and the offering of such securities at that time will be deemed to be the initial bona
fide offering thereof.

6. Registrant undertakes to send by first class mail or other means designed to ensure equally prompt delivery,
within two business days of receipt of a written or oral request, any Statement of Additional Information constituting
Part B of this Registration Statement.

6
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SIGNATURES
As required by the Securities Act of 1933 and the Investment Company Act of 1940, this Registrant s Registration

Statement has been signed on behalf of the Registrant, in the City of Rye, State of New York, on the 10 day of March,
2008.

THE GABELLI EQUITY TRUST INC.

By: /s/ Bruce N. Alpert
Bruce N. Alpert
President and Principal Executive
Officer

Pursuant to the requirements of the Securities Act of 1933, this Registration Statement has been signed below by
the following persons in the capacities and on the dates set forth below.

Signature Title Date

*
Anthony J. Colavita Director March 10, 2008
*
Frank J. Fahrenkopf, Jr. Director March 10, 2008
*
Arthur V. Ferrara Director March 10, 2008
*
Anthony R. Pustorino Director March 10, 2008
ES
Salvatore J. Zizza Director March 10, 2008
/s/ Agnes Mullady

Treasurer and Principal Financial Officer March 10, 2008

/s/ Bruce N. Alpert
Bruce N. Alpert

Attorney-in-fact

* Pursuant to a Power of Attorney

Table of Contents 115



