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The Offering.    Nuveen New York Dividend Advantage Municipal Fund is offering 2,650,000 MuniFund Term Preferred Shares, 2.70%
Series 2015 (“Series 2015 MTP Shares”), with a liquidation preference of $10 per share (“MTP Shares”). The Fund intends to use the
net proceeds from the sale of MTP Shares to refinance and redeem a portion of the Fund’s outstanding Municipal Auction Rate
Cumulative Preferred Shares (“MuniPreferred  shares”), and to maintain the Fund’s leveraged capital structure. Certain of the
underwriters and their affiliates or their customers own or are obligated to repurchase in the future MuniPreferred shares and, as a
result, may benefit from any such redemption. See “Prospectus Summary—The Offering.”
 

 The Fund.    The Fund is a diversified, closed-end management investment company. The Fund’s investment objectives are to provide
current income exempt from regular federal, New York State and New York City income tax and to enhance portfolio value relative to the
municipal bond market by investing in tax-exempt municipal bonds that the Fund’s investment adviser believes are underrated or
undervalued or that represent municipal market sectors that are undervalued.
 

 Listing.    Application has been made to list the MTP Shares on the New York Stock Exchange so that trading on such exchange will
begin within 30 days after the date of this prospectus, subject to notice of issuance. Prior to the expected commencement of trading on
the New York Stock Exchange, the underwriters do not intend to make a market in the MTP Shares. Consequently, it is anticipated that,
prior to the commencement of trading on the New York Stock Exchange, an investment in the MTP Shares will be illiquid and holders of
MTP Shares may not be able to sell such shares as it is unlikely that a secondary market for the MTP Shares will develop. If a secondary
market does develop prior to the commencement of trading on the New York Stock Exchange, holders of MTP Shares may be able to sell
such shares only at substantial discounts from their liquidation preference. The trading or “ticker” symbol is “NAN Pr C.”
 

 
Investing in MuniFund Term Preferred Shares involves risks. See “Risks” beginning on page 45.
 

 
PRICE $10 A SHARE

 

 

     

Price to Public

    

Underwriting Discounts
and Commissions

    

Proceeds
to the Fund

Per Share     $10.00     $0.15     $9.85
Total     $26,500,000     $397,500     $26,102,500

 Nuveen Asset Management, the Fund’s investment adviser (and not the Fund), has agreed to pay from its own assets a development fee
to Morgan Stanley & Co. Incorporated. See “Underwriters” on page 63 of this prospectus.

 Total expenses of issuance and distribution, excluding underwriting discounts and commissions, are estimated to be $275,000.
 The Fund has granted the underwriters the right to purchase up to 375,000 additional MTP Shares at the public offering price, less

underwriting discounts and commissions, within 30 days of the date of this prospectus solely to cover over-allotments, if any. If such
option is exercised in full, the Price to Public, Underwriting Discounts and Commissions and Proceeds to the Fund will be
$30,250,000, $453,750 and $29,796,250, respectively. See “Underwriters” on page 62 of this prospectus.

 
The Securities and Exchange Commission and state securities regulators have not approved or disapproved these securities or
determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.
 
Book-Entry Only.    It is expected that the MTP Shares will be delivered to the underwriters in book-entry form only, through the
facilities of the Depository Trust Company, on or about December 21, 2009.
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December 16, 2009
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Investment Strategies.    Under normal circumstances, the Fund will invest at least 80% of its Managed Assets (as defined below) in
municipal securities and other related investments, the income from which is exempt from regular federal, New York State and New York
City income taxes. Under normal circumstances, the Fund will invest at least 80% of its Managed Assets in investment grade securities
that, at the time of investment, are rated within the four highest grades (Baa or BBB or better) by at least one nationally recognized
statistical rating organization or are unrated but judged to be comparable quality by the Fund’s investment adviser. The Fund may
invest up to 20% of its Managed Assets in municipal securities that at the time of investment are rated below investment grade or are
unrated but judged to be of comparable quality by the Fund’s investment adviser. Not more than 10% of the Fund’s Managed Assets may
be invested in municipal securities rated below B3/B- or that are unrated but judged to be of comparable quality by the Fund’s
investment adviser. Securities of below investment grade quality are regarded as having predominately speculative characteristics with
respect to capacity to pay interest and repay principal, and are commonly referred to as junk bonds. Managed Assets are net assets,
including assets attributable to any principal amount of any borrowings (including the issuance of commercial paper or notes) and any
Preferred Stock (as defined herein) outstanding. There is no assurance that the Fund will achieve its investment objectives. See “The
Fund’s Investments.”
 
Ratings.    MTP Shares will have upon issuance a long-term credit rating of “Aaa” from Moody’s, a long-term credit rating of “AAA”
from S&P and a long-term credit rating of “AAA” from Fitch. See “Description of MTP Shares— Rating Agencies.”
 

 Fixed Dividend Rate:  Series 2015 MTP Shares   2.70% per annum
 
The Fixed Dividend Rate may be adjusted in the event of a change in the credit rating of the MTP Shares, as described herein. See
“Description of MTP Shares—Dividends and Dividend Periods.”
 
Dividends.    Dividends on the MTP Shares will be payable monthly. The initial dividend period for the MTP Shares will commence on
the first date of original issuance of MTP Shares and end on January 31, 2010 and each subsequent dividend period will be a calendar
month (or the portion thereof occurring prior to the redemption of such MTP Shares). Dividends will be paid on the first business day of
the month next following a dividend period and upon redemption of the MTP Shares, except that dividends paid with respect to any
dividend period consisting of the month of December in any year will be paid on the last business day of December. Dividends with
respect to any monthly dividend period will be declared and paid to holders of record of MTP Shares as their names shall appear on the
registration books of the Fund at the close of business on the 15th day of such monthly dividend period (or if such day is not a business
day, the next preceding business day).
 
Redemption.    The Fund is required to redeem the MTP Shares on January 1, 2015 unless earlier redeemed or repurchased by the Fund.
In addition, MTP Shares are subject to optional and mandatory redemption in certain circumstances. As of January 1, 2011, the Series
2015 MTP Shares will be subject to redemption at the option of the Fund, subject to payment of a premium through December 31, 2011,
and at par thereafter. The Series 2015 MTP Shares also will be subject to redemption, at the option of the Fund, at par in the event of
certain changes in the credit rating of the MTP Shares, as described herein. See “Description of MTP Shares—Redemption.”
 
Tax Exemption.    The dividend rate for MTP Shares assumes that each month’s distribution is comprised solely of dividends exempt
from regular federal, New York State and New York City income taxes, although a portion of those dividends may be subject to the
federal alternative minimum tax. From time to time, the Fund may be required to allocate capital gains and/or ordinary income to a
given month’s distribution on MTP Shares. To the extent that it does so, the Fund will contemporaneously make a separate, supplemental
distribution of an amount that, when combined with the total amount of regular tax-exempt income, capital gains and ordinary income
in the monthly distribution, is intended to make the two distributions equal on an after-tax basis (determined based upon the maximum
marginal federal income tax rates in effect at the time of such payment) to the amount of the monthly distribution if it had been entirely
comprised of dividends exempt from regular federal, New York State and New York City income taxes. Alternatively (particularly in cases
where the amount of capital gains or ordinary income to be allocated to the MTP Shares is small), the Fund will satisfy the requirement
to allocate capital gains or ordinary income to MTP Shares by making a supplemental distribution of such gains or income to holders of
MTP Shares,



(continued from previous page)
 
over and above the monthly dividend that is fully exempt from regular federal, New York State and New York City income taxes. If, in
connection with a redemption of MTP Shares, the Fund allocates capital gains or ordinary income to a distribution on MTP Shares
without having made either a contemporaneous supplemental distribution of an additional amount or an alternative supplemental
distribution of capital gains and/or ordinary income, it will cause an additional amount to be distributed to holders of MTP Shares
whose interests are redeemed, which amount, when combined with the total amount of regular tax-exempt income, capital gains and
ordinary income allocated in the distribution, is intended to make the distribution and the additional amount equal on an after-tax basis
(determined based upon the maximum marginal federal income tax rates in effect at the time of such payment) to the amount of the
distribution if it had been entirely comprised of dividends exempt from regular federal income tax. Investors should consult with their
own tax advisors before making an investment in the MTP Shares. See “Tax Matters” and “Description of MTP Shares—Dividends and
Dividend Periods—Distribution with respect to Taxable Allocations.”
 
Priority of Payment.    MTP Shares will be senior securities that represent stock of the Fund and are senior, with priority in all respects,
to the Fund’s common shares as to payments of dividends and as to distribution of assets upon dissolution, liquidation or winding up of
the affairs of the Fund. MTP Shares will have equal priority as to payments of dividends and as to distribution of assets upon
dissolution, liquidation or winding up of the affairs of the Fund with other preferred shares currently outstanding. The Fund may issue
additional preferred shares on parity with MTP Shares, subject to certain limitations. The Fund may not issue additional classes of
shares that are senior to MTP Shares and other outstanding preferred shares of the Fund as to payments of dividends or as to
distribution of assets upon dissolution, liquidation or winding up of the affairs of the Fund. See “Description of MTP Shares.” The
Fund, as a fundamental policy, may not issue debt securities that rank senior to MTP Shares. In addition, as a fundamental policy, the
Fund may not borrow money, except from banks for temporary or emergency purposes, or for repurchase of its shares, subject to certain
restrictions. See “Investment Restrictions” in the Statement of Additional Information.
 
Redemption and Paying Agent.    The redemption and paying agent for MTP Shares will be State Street Bank and Trust Company,
Canton, Massachusetts.
 
Adviser.    Nuveen Asset Management (“NAM”), the Fund’s investment adviser, is responsible for determining the Fund’s overall
investment strategies and their implementation.
 

 
You should read this prospectus, which contains important information about the Fund, before deciding whether to invest in MTP
Shares and retain it for future reference. A Statement of Additional Information, dated December 16, 2009, and as it may be
supplemented, containing additional information about the Fund has been filed with the Securities and Exchange Commission and is
incorporated by reference in its entirety into this prospectus. You may request a free copy of the Statement of Additional Information, the
table of contents of which is on page 66 of this prospectus, annual and semi-annual reports to shareholders, when available, and other
information about the Fund, and make shareholder inquiries by calling (800) 257-8787 or by writing to the Fund, or from the Fund’s
website (http://www.nuveen.com). The information contained in, or that can be accessed through, the Fund’s website is not part of this
prospectus. You also may obtain a copy of the Statement of Additional Information (and other information regarding the Fund) from the
Securities and Exchange Commission’s website (http://www.sec.gov).
 

 
MTP Shares do not represent a deposit or obligation of, and are not guaranteed or endorsed by, any bank or other insured depository
institution, and are not federally insured by the Federal Deposit Insurance Corporation, the Federal Reserve Board or any other
government agency.
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You should rely only on the info rmation contained in o r inco rporated by reference to  this prospectus. We have no t autho rized

anyone to  provide you with info rmation different from that contained in this prospectus. We are  o ffering  to  sell MTP Shares and
seeking  o ffers to  buy MTP Shares, only in jurisdictions where o ffers and sales are  permitted. The info rmation contained in this
prospectus is accurate  only as o f the date  o f this prospectus, regardless o f the time o f delivery o f this prospectus o r any sale  o f MTP
Shares.



PROSPECTUS SUMMARY
 

This is only a summary. You should review the more detailed information contained elsewhere in this prospectus and in the
Statement of Additional Information (the “SAI”), including the Fund’s Statement Establishing and Fixing the Rights and Preferences of
MuniFund Term Preferred Shares (the “Statement”), attached as Appendix A to the SAI, prior to making an investment in the Fund,
especially the information set forth under the heading “Risks.” Capitalized terms used but not defined in this prospectus shall have the
meanings given to such terms in the Statement.
 
The Fund Nuveen New York Dividend Advantage Municipal Fund (the “Fund”) is a diversified,

closed-end management investment company. The Fund’s common shares, $0.01
par value, are  traded on the New York Stock Exchange under the symbol “NAN.”
See “Description o f Outstanding  Shares—Common Shares.” The Fund
commenced investment operations on May 26, 1999. As o f October 31, 2009, the
Fund had 9,265,330 common shares outstanding  and 2,056 preferred shares
outstanding . Preferred shares previously o ffered by the Fund are  referred to  as
“MuniPreferred”  shares. MTP Shares, as defined below, and any o ther preferred
shares, including  MuniPreferred shares, that may then be outstanding  are
co llectively referred to  as “Preferred Stock.”

 
The Offering The Fund is o ffering  2,650,000 MuniFund Term Preferred Shares, 2.70% Series

2015 (“Series 2015 MTP Shares” o r “MTP Shares”), at a purchase price o f $10 per
share. MTP Shares are  being  o ffered by the underwriters listed under
“Underwriters.” The Fund has g ranted the underwriters the right to  purchase up to
375,000 additional MTP Shares to  cover over-allo tments. Unless o therwise
specifically stated, the info rmation throughout this prospectus does no t take into
account the possible  issuance to  the underwriters o f additional MTP Shares pursuant
to  their right to  purchase additional MTP Shares to  cover over-allo tments. The Fund
intends to  use the net proceeds from the sale  o f MTP Shares to  refinance and
redeem a po rtion o f the outstanding  MuniPreferred shares, and to  maintain the
Fund’s leveraged capital structure . Certain underwriters and their affiliates, including
Morgan Stanley & Co . Inco rporated, Banc o f America Securities LLC, Citig roup
Global Markets Inc. and Wells Fargo  Securities, LLC currently own o r are  obligated
to  repurchase in the future  outstanding  MuniPreferred shares. In addition, customers
o f certain underwriters and their affiliates currently own outstanding  MuniPreferred
shares. Upon the successful completion o f this o ffering , these outstanding
MuniPreferred shares may be redeemed o r purchased by the Fund with the net
proceeds o f the o ffering  as set fo rth in “Use o f Proceeds.” Although such a
redemption o r purchase would be done in acco rdance with the Investment
Company Act o f 1940, as amended (the “1940 Act”) in a manner that did no t favor
these underwriters, affiliates o r customers, the underwriters o r their affiliates may
nonetheless be deemed to  obtain a material benefit from the o ffering  o f the MTP
Shares due to  such redemption o r purchase including , fo r certain o f the underwriters
and their affiliates, po tentially substantial financial re lief and/o r relief re lated to  legal
and regulato ry matters associated with currently illiquid MuniPreferred shares.
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The first issuance date  o f the MTP Shares upon the closing  o f this o ffering  is
referred to  herein as the “Date o f Orig inal Issue.” MTP Shares will be senio r
securities that constitute  stock o f the Fund and are  senio r, with prio rity in all
respects, to  the Fund’s common shares as to  payments o f dividends and as to
distribution o f assets upon disso lution, liquidation o r winding  up o f the affairs o f the
Fund. MTP Shares will have equal prio rity as to  payments o f dividends and as to
distributions o f assets upon disso lution, liquidation o r winding  up o f the affairs o f
the Fund and will be in parity in all respects with MuniPreferred shares outstanding .
The Fund may no t issue additional c lasses o f shares that are  senio r to  Preferred
Stock as to  payments o f dividends and as to  distribution o f assets upon disso lution,
liquidation o r winding  up o f the affairs o f the Fund.

 
Who May Want to  Invest You should consider your investment goals, time ho rizons and risk to lerance befo re

investing  in MTP Shares. An investment in MTP Shares is no t appropriate  fo r all
investo rs and is no t intended to  be a complete  investment prog ram. MTP Shares
are  designed as an intermediate-term investment to  help achieve the after-tax
income and capital preservation goals o f investo rs, and no t as a trading  vehicle .
MTP Shares may be an appropriate  investment fo r you if you are  seeking :

 
 ·  Current income exempt from regular federal, New York State  and New York

City income taxes;
 
 ·  Consistent monthly dividends;
 
 ·  Return o f your capital investment after a limited term o f 5 years;
 
 ·  A highly rated security that benefits from significant over-co llateralization and

related pro tective provisions;
 

 
·  Municipal market exposure through the Fund (rather than a sing le  municipal

issuer) that diversifies credit risk by investing  in many securities and various
essential-service secto rs;

 

 
·  Potential fo r daily liquidity and transparency affo rded by New York Stock

Exchange listing , once the MTP Shares beg in trading  on such exchange as
anticipated; and

 
 ·  An intermediate-term fixed income investment with po tentially less price

vo latility than longer-dated fixed income securities.
 However, keep in mind that you will need to  assume the risks associated with an

investment in MTP Shares and the Fund. See “Risks.”
 
Fixed Dividend Rate MTP Shares pay a dividend at a fixed rate  o f 2.70% per annum of the $10 liquidation

preference per share (the “Fixed Dividend Rate”). The Fixed Dividend Rate  is
subject to  adjustment in certain circumstances (but will no t in any event be lower
than the 2.70% Fixed Dividend Rate). See “Description o f MTP Shares—Dividends
and Dividend
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Periods—Fixed Dividend Rate ,” “Description o f MTP Shares—Dividends and
Dividend Periods—Adjustments to  Fixed Dividend Rate—Ratings” and “Description
of MTP Shares—Dividends and Dividend Periods—Adjustments to  Fixed Dividend
Rate—Default Period.”

 
Dividend Payments The ho lders o f MTP Shares will be entitled to  receive cumulative cash dividends

and distributions on each such share, when, as and if declared by, o r under autho rity
g ranted by, the Board o f Trustees, out o f funds legally available  fo r payment.
Dividends on the MTP Shares will be payable  monthly. The initial dividend period
fo r the MTP Shares will commence on the Date o f Orig inal Issue o f MTP Shares
and end on January 31, 2010 and each subsequent dividend period will be a calendar
month (o r the po rtion thereo f occurring  prio r to  the redemption o f such MTP
Shares) (each dividend period a “Dividend Period”). Dividends will be paid on the
first Business Day o f the month next fo llowing  a Dividend Period and upon
redemption o f the MTP Shares, except that dividends paid with respect to  any
Dividend Period consisting  o f the month o f December in any year will be paid on the
last Business Day o f December (each payment date  a “Dividend Payment Date”).
Dividends with respect to  any monthly Dividend Period will be declared and paid to
ho lders o f reco rd o f MTP Shares as their names shall appear on the reg istration
books o f the Fund at the close o f business on the 15th day o f such monthly
Dividend Period (o r if such day is no t a Business Day, the next preceding  Business
Day). Dividends with respect to  the first Dividend Period o f the Series 2015 MTP
Shares will be declared and paid to  ho lders o f reco rd o f such MTP Shares as their
names appear on the reg istration books o f the Fund at the close o f business on
January 15, 2010. See “Description o f MTP Shares—Dividends and Dividend
Periods.”

 
“Business Day” means any calendar day on which the New York Stock Exchange is
open fo r trading .

 
On account o f the fo rego ing  provisions, only the ho lders o f MTP Shares on the
reco rd date  fo r a Dividend Period will be entitled to  receive dividends and
distributions payable  with respect to  such Dividend Period, and ho lders o f MTP
Shares who  sell shares befo re such a reco rd date  and purchasers o f MTP Shares
who  purchase shares after such a reco rd date  should take the effect o f the
fo rego ing  provisions into  account in evaluating  the price to  be received o r paid fo r
such MTP Shares.

 
Term Redemption The Fund is required to  provide fo r the mandato ry redemption o f all outstanding

Series 2015 MTP Shares on January 1, 2015 at a redemption price equal to  $10 per
share plus an amount equal to  accumulated but unpaid dividends thereon (whether o r
no t earned o r declared but excluding  interest thereon) to  (but excluding ) the
redemption date  (the “Term Redemption Price”). No  amendment, alteration o r
repeal o f the obligations o f the Fund to  redeem all o f the
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Series 2015 MTP Shares on January 1, 2015 can be effected without the prio r
unanimous vo te  o r consent o f the ho lders o f Series 2015 MTP Shares. See
“Description o f MTP Shares—Redemption.”

 
Mandatory Redemption for
Asset Coverage and Effective
Leverage Ratio Asset Coverage.    If the Fund fails to  have Asset Coverage (as defined below) o f at

least 225% as o f the close o f business on any Business Day on which such Asset
Coverage is required to  be calculated and such failure  is no t cured as o f the close o f
business on the date  that is 30 calendar days fo llowing  such Business Day (the
“Asset Coverage Cure Date”), the Fund will redeem within 30 calendar days o f the
Asset Coverage Cure Date shares o f Preferred Stock equal to  the lesser o f (i) the
minimum number o f shares o f Preferred Stock that will result in the Fund having
Asset Coverage o f at least 230% and (ii) the maximum number o f shares o f
Preferred Stock that can be redeemed out o f monies expected to  be legally
available; and, at the Fund’s so le  option, the Fund may redeem a number o f shares
o f Preferred Stock (including  shares o f Preferred Stock required to  be redeemed)
that will result in the Fund having  Asset Coverage o f up to  and including  285%. The
Preferred Stock to  be redeemed may include at the Fund’s so le  option any number
o r proportion o f MTP Shares. If MTP Shares are  to  be redeemed in such an event,
they will be redeemed at a redemption price equal to  their $10 liquidation
preference per share plus accumulated but unpaid dividends thereon (whether o r no t
declared, but excluding  interest thereon) to  (but excluding ) the date  fixed fo r such
redemption (the “Mandato ry Redemption Price”).

 
 Effective Leverage Ratio.    If the Effective Leverage Ratio  (as defined below) o f

the Fund exceeds 50% as o f the close o f business on any Business Day on which
such ratio  is required to  be calculated and such failure  is no t cured as o f the close o f
business on the date  that is 30 calendar days fo llowing  such Business Day (the
“Effective Leverage Ratio  Cure Date”), the Fund will within 30 calendar days
fo llowing  the Effective Leverage Ratio  Cure Date cause the Fund to  have an
Effective Leverage Ratio  that does no t exceed 50% by (A) engag ing  in
transactions invo lving  o r relating  to  the floating  rate  securities no t owned by the
Fund and/o r the inverse floating  rate  securities owned by the Fund, including  the
purchase, sale  o r re tirement thereo f, (B) redeeming  a suffic ient number o f shares
o f Preferred Stock, which at the Fund’s so le  option may include any number o r
proportion o f MTP Shares, in acco rdance with the terms o f such Preferred Stock,
o r (C) engag ing  in any combination o f the actions contemplated by (A) and (B)
above. Any MTP Shares so  redeemed will be redeemed at a price per share equal to
the Mandato ry Redemption Price. See “Portfo lio  Composition—Municipal
Securities—Inverse Floating  Rate  Securities” and “—Floating  Rate  Securities.”
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Optional Redemption As o f January 1, 2011, Series 2015 MTP Shares will be subject to  optional
redemption (in who le o r from time to  time, in part) at the so le  option o f the Fund
out o f monies legally available  therefo r, at the redemption price per share equal to
the sum o f the $10 liquidation preference per share plus (i) an initial premium o f
1.00% of the liquidation preference (with such premium declining  by 0.5% every six
months so  that by January 1, 2012 there will cease to  be a premium) and (ii) an
amount equal to  accumulated but unpaid dividends thereon (whether o r no t earned o r
declared but excluding  interest thereon) to  (but excluding ) the date  fixed fo r such
redemption. See “Description o f MTP Shares—Redemption—Optional
Redemption.” The period from the Date o f Orig inal Issue to  the date  that the MTP
Shares are  subject to  such optional redemption is referred to  herein as the “Non-Call
Period.” In addition to  the optional redemption described above, the MTP Shares
will also  be subject to  optional redemption on any Business Day during  a Rating
Downgrade Period with respect to  such MTP Shares at the redemption price per
share equal to  the sum o f the $10 liquidation preference per share (without any
additional premium) plus an amount equal to  accumulated but unpaid dividends
thereon (whether o r no t earned o r declared, but excluding  interest thereon) to  (but
excluding ) the date  fixed fo r redemption. A “Rating  Downgrade Period” means any
period during  which the MTP Shares are  rated A+ o r lower by S&P, A1 o r lower by
Moody’s and A+ o r lower by Fitch. See “Description o f MTP Shares—
Redemption.”

 
Federal, New York State and New York City
Income Taxes

Because under no rmal c ircumstances the Fund will invest substantially all o f its
assets in municipal securities that pay interest exempt from regular federal, New
York State  and New York City income taxes, the dividends designated by the Fund
as exempt-interest dividends received by a ho lder o f MTP Shares will be similarly
exempt. The dividends received by a ho lder o f MTP Shares may be subject to
o ther state  and local taxes. All o r a po rtion o f the income from the Fund’s po rtfo lio
securities, and in turn the exempt-interest dividends paid to  ho lders o f MTP Shares,
may be subject to  the federal alternative minimum tax, so  MTP Shares may no t be a
suitable  investment if you are  subject to  this tax. Taxable  income o r gain earned by
the Fund will be allocated proportionately to  ho lders o f Preferred Stock and
common shares, based on the percentage o f to tal Preferred Stock dividends
relative to  common share dividends.

 
The Fund has elected to  be treated, and intends to  continue to  qualify each year, as
a regulated investment company under Subchapter M o f the Internal Revenue Code
of 1986, as amended (the “Code”), and generally does no t expect to  be subject to
federal income tax.

 
Ratings It is a condition o f the underwriters’ obligation to  purchase MTP Shares that MTP

Shares will be rated “Aaa”, “AAA” and “AAA” by Moody’s, S&P and Fitch,
respectively, as o f the Date o f Orig inal
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Issue. There can be no  assurance that such ratings will be maintained at the level
o rig inally assigned through the term o f the MTP Shares. The ratings are  based on
current info rmation furnished to  Moody’s, S&P and Fitch by the Fund and its
investment adviser. The ratings may be changed, suspended o r withdrawn in the
rating  agencies’ discretion. The Fund, however, will use commercially reasonable
effo rts to  cause at least one rating  agency (Moody’s, S&P o r Fitch, each a “Rating
Agency”) to  publish a credit rating  with respect to  MTP Shares fo r so  long  as MTP
Shares are  outstanding . The Fixed Dividend Rate  will be subject to  an increase in the
event that the ratings o f the MTP Shares by Moody’s, S&P and Fitch are  each
downgraded below “Aaa”, “AAA” and “AAA”, respectively o r if no  Rating  Agency
is then rating  the shares. See “Description o f MTP Shares—Dividends and Dividend
Periods—Adjustment to  Fixed Dividend Rate—Ratings.” The Board o f Trustees o f
the Fund has the right to  terminate  the designation o f any o f S&P, Moody’s and
Fitch as a Rating  Agency fo r purposes o f the MTP Shares, provided that at least
one Rating  Agency continues to  maintain a rating  with respect to  the MTP Shares. In
such event, any rating  o f such terminated Rating  Agency, to  the extent it would have
been taken into  account in any o f the provisions o f the MTP Shares which are
described in this prospectus o r included in the Statement, will be disregarded, and
only the ratings o f the then-designated Rating  Agencies will be taken into  account.

 
Asset Coverage If the Fund fails to  maintain at least 225% “asset coverage” as o f the close o f

business on each Business Day, the MTP Shares may become subject to  mandato ry
redemption as provided above. “Asset coverage” fo r Preferred Stock is calculated
pursuant to  Section 18(h) o f the 1940 Act, as in effect on the date  o f the
Statement, and is determined on the basis o f values calculated as o f a time within 48
hours (only including  Business Days) preceding  each daily determination (“Asset
Coverage”). See “Description o f MTP Shares—Asset Coverage.”

 
The Fund estimates that on the Date o f Orig inal Issue, the Asset Coverage, based
on the composition o f its po rtfo lio  as o f September 30, 2009, and after g iving
effect to  (i) the issuance o f MTP Shares o ffered hereby ($26,500,000), and (ii)
$672,500 o f underwriting  discounts and commissions and estimated o ffering
expenses fo r such MTP Shares, and assuming  the redemption o f $25,825,000
liquidation preference o f MuniPreferred shares, will be 364%. The Fund’s net
investment income coverage—calculated by dividing  the Fund’s net investment
income by the distributions from net investment income to  preferred shareho lders
—has averaged approximately 870% since October 1, 1999. Net investment
income coverage has varied significantly year over year since the Fund’s inception,
and there  is no  assurance that histo rical coverage levels can be maintained.

 
6



Effective Leverage Ratio If the Fund’s Effective Leverage Ratio  exceeds 50% as o f the close o f business on
any Business Day, the MTP Shares may become subject to  mandato ry redemption
as provided above.

 
The “Effective Leverage Ratio” on any date  means the quo tient o f the sum o f (A)
the aggregate  liquidation preference o f the Fund’s “senio r securities” (as that term
is defined in the 1940 Act) that are  stock, excluding , without duplication, (1) any
such senio r securities fo r which the Fund has issued a no tice o f redemption and
either has delivered Deposit Securities to  the paying  agent fo r such Preferred Stock
or o therwise has adequate  Deposit Securities on hand fo r the purpose o f such
redemption and (2) the Fund’s outstanding  Preferred Stock that is to  be redeemed
with net proceeds from the sale  o f the MTP Shares, fo r which the Fund has
delivered Deposit Securities to  the paying  agent fo r such Preferred Stock o r
o therwise has adequate  Deposit Securities on hand fo r the purpose o f such
redemption; (B) the aggregate  principal amount o f the Fund’s “senio r securities
representing  indebtedness” (as that term is defined in the 1940 Act); and (C) the
aggregate  principal amount o f floating  rate  securities no t owned by the Fund that
co rrespond to  the associated inverse floating  rate  securities owned by the Fund;
divided by the sum o f (A) the market value (determined in acco rdance with the
Fund’s valuation procedures) o f the Fund’s to tal assets (including  amounts
attributable  to  senio r securities), less the amount o f the Fund’s accrued liabilities
(o ther than liabilities fo r the aggregate  principal amount o f senio r securities
representing  indebtedness, including  floating  rate  securities); and (B) the aggregate
principal amount o f floating  rate  securities no t owned by the Fund that co rrespond
to  the associated inverse floating  rate  securities owned by the Fund.

 
Voting  Rights Except as o therwise provided in the Fund’s Declaration o f Trust o r as o therwise

required by law, (i) each ho lder o f MTP Shares shall be entitled to  one vo te  fo r each
MTP Share held by such ho lder on each matter submitted to  a vo te  o f shareho lders
o f the Fund and (ii) the ho lders o f outstanding  Preferred Stock and o f common
shares shall vo te  together as a sing le  class; provided that ho lders o f Preferred
Stock, vo ting  separately as a c lass, shall e lect at least two  o f the Fund’s trustees
and will e lect a majo rity o f the Fund’s trustees to  the extent the Fund fails to  pay
dividends on any Preferred Stock in an amount equal to  two  full years o f dividends
on that stock. See “Description o f MTP Shares—Voting  Rights.”

 
Liquidation Preference The liquidation preference o f MTP Shares will be $10 per share (the “Liquidation

Preference”). In the event o f any liquidation, disso lution o r winding  up o f the affairs
o f the Fund, whether vo luntary o r invo luntary, the ho lders o f MTP Shares will be
entitled to  receive a liquidation distribution per share equal to  the Liquidation
Preference plus an amount equal to  all unpaid dividends and distributions
accumulated to  (but excluding ) the date  fixed fo r distribution o r payment (whether
o r no t earned o r declared by the Fund, but
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 excluding  interest thereon). See “Description o f MTP Shares—Liquidation Rights.”
 
Investment Objectives and Po licies The Fund’s investment objectives are  to  provide current income exempt from

regular federal, New York State  and New York City income tax and to  enhance
portfo lio  value relative to  the municipal bond market by investing  in tax-exempt
municipal bonds that the Fund’s investment adviser believes are  underrated o r
undervalued o r that represent municipal market secto rs that are  undervalued. Under
normal circumstances, the Fund will invest at least 80% of its Managed Assets (as
defined below) in municipal securities and o ther related investments, the income
from which is exempt from regular federal, New York State  and New York City
income taxes. Under no rmal c ircumstances, the Fund will invest at least 80% of its
Managed Assets in investment g rade securities that, at the time o f investment, are
rated within the four highest g rades (Baa o r BBB o r better) by at least one nationally
recognized statistical rating  o rganization (“NRSRO”) o r are  unrated but judged to
be comparable  quality by NAM. The Fund may invest up to  20% of its Managed
Assets in municipal securities that at the time o f investment are  rated below
investment g rade o r are  unrated but judged to  be o f comparable  quality by NAM.
Not more than 10% of the Fund’s Managed Assets may be invested in municipal
securities rated below B3/B- o r that are  unrated but judged to  be o f comparable
quality by the Fund’s investment adviser. Municipal securities o f below investment
g rade quality are  regarded as having  predominately speculative characteristics with
respect to  capacity to  pay interest and repay principal, and are  commonly referred
to  as junk bonds. See “Risks—Credit and Below Investment Grade Risk.” Managed
Assets are  net assets, including  assets attributable  to  any principal amount o f any
borrowings (including  the issuance o f commercial paper o r no tes) and any
Preferred Stock (as defined herein) outstanding . During  temporary defensive
periods and in o rder to  keep the Fund’s cash fully invested, the Fund may invest up
to  100% of its net assets in sho rt-term investments including  high quality, sho rt-
term securities that may be either tax-exempt o r taxable . A po rtion o f the dividends
from MTP Shares may be subject to  the federal alternative minimum tax. There is
no  assurance that the Fund will achieve its investment objectives. See “The Fund’s
Investments.”

 
Investment Adviser NAM is the Fund’s investment adviser, responsible  fo r determining  the Fund’s

overall investment strateg ies and its implementation. See “Management o f the Fund
—Investment Adviser and Portfo lio  Managers.”

 
Listing Application has been made to  list the MTP Shares on the New York Stock Exchange

so  that trading  on such exchange will beg in within 30 days after the date  o f this
prospectus, subject to  no tice o f issuance. Prio r to  the expected commencement o f
trading  on the New York
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Stock Exchange, the underwriters do  no t intend to  make a market in the MTP
Shares. Consequently, it is antic ipated that, prio r to  the commencement o f trading
on the New York Stock Exchange, an investment in the MTP Shares will be illiquid
and ho lders o f MTP Shares may no t be able  to  sell such shares as it is unlikely that a
secondary market fo r the MTP Shares will develop. If a secondary market does
develop prio r to  the commencement o f trading  on the New York Stock Exchange,
ho lders o f MTP Shares may be able  to  sell such shares only at substantial discounts
from their liquidation preference. The trading  o r “ticker” symbol is “NAN Pr C.”

 
Redemption and Paying  Agent The Fund has entered into  an amendment to  its Transfer Agency and Service

Agreement with State  Street Bank and Trust Company, Canton, Massachusetts (the
“Redemption and Paying  Agent”) fo r the purpose o f causing  the Fund’s transfer
agent and reg istrar to  serve as transfer agent and reg istrar, dividend disbursing
agent, and redemption and paying  agent with respect to  MTP Shares.

 
Risks Risk is inherent in all investing . Therefo re, befo re investing  in MTP Shares you

should consider certain risks carefully. The primary risks o f investing  in the Fund,
and in MTP Shares in particular, are:

 
Risks o f Investing  in MTP Shares

 

 

·  Interest Rate Risk—MTP Shares.    MTP Shares pay dividends at a fixed dividend
rate . Prices o f fixed income investments vary inversely with changes in market
yields. The market yields on intermediate  term securities comparable  to  MTP
Shares may increase, which would likely result in a decline in the secondary
market price o f MTP Shares prio r to  its term redemption. See also  “—
Secondary Market and Delayed Listing  Risk.”

 

 

·  Secondary Market and Delayed Listing Risk.    Because the Fund has no  prio r
trading  histo ry fo r exchange-listed preferred shares, it is difficult to  predict the
trading  patterns o f MTP Shares, including  the effective costs o f trading  MTP
Shares. Moreover, MTP Shares will no t be listed on a stock exchange until up to
30 days after the date  o f this prospectus and during  this time period an
investment in MTP Shares will be illiquid. Even after the MTP Shares are  listed
on the New York Stock Exchange as antic ipated, there  is a risk that the market
fo r MTP Shares may be thinly traded and relatively illiquid compared to  the
market fo r o ther types o f securities, with the spread between the bid and asked
prices considerably g reater than the spreads o f o ther securities with comparable
terms, credit ratings and tax-advantaged income features.

 

 

·  Ratings Risk.    The Fund expects that, at issuance, the MTP Shares will be rated
Aaa, AAA and AAA by Moody’s, S&P and Fitch, respectively, and that such
ratings will be a requirement o f issuance o f such shares by the underwriters
pursuant to  an
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underwriting  ag reement. There can be no  assurance that such ratings will be
maintained at the level o rig inally assigned through the term o f MTP Shares.
Ratings do  no t e liminate  o r mitigate  the risks o f investing  in MTP Shares. A
rating  issued by a Rating  Agency is only the opinion o f the entity issuing  the
rating  at that time, and is no t a guarantee as to  quality, o r an assurance o f the
future perfo rmance, o f the rated security (in this case, MTP Shares). In
addition, the manner in which the Rating  Agency obtains and processes
info rmation about a particular security may affect the Rating  Agency’s ability to
timely react to  changes in an issuer’s c ircumstances (in this case, the Fund) that
could influence a particular rating . A Rating  Agency could downgrade MTP
Shares, which may make MTP Shares less liquid in the secondary market and
reduce market prices, though with higher resulting  dividend rates than the Fixed
Dividend Rate . If all o f the Rating  Agencies designated by the Board o f
Trustees at the time in question downgrade MTP Shares, the Fund is required to
pay a higher dividend rate  on such shares.

 

 

·  Early Redemption Risk.    The Fund may vo luntarily redeem MTP Shares o r may
be fo rced to  redeem MTP Shares to  meet regulato ry requirements and the
asset coverage requirements o f the MTP Shares. Such redemptions may be at a
time that is unfavorable  to  ho lders o f MTP Shares. The Fund expects to
vo luntarily redeem MTP Shares befo re the Term Redemption Date to  the
extent that market conditions allow the Fund to  issue o ther preferred shares o r
debt securities at a rate  that is lower than the Fixed Dividend Rate  on MTP
Shares. Fo r further info rmation, see “Description o f MTP Shares—
Redemption” and “Description o f MTP Shares—Asset Coverage.”

 

 

·  Tax Risk.    To qualify fo r the favorable  U.S. federal income tax treatment
generally acco rded to  regulated investment companies, among  o ther things,
the Fund must derive in each taxable  year at least 90% of its g ross income from
certain prescribed sources. If fo r any taxable  year the Fund does no t qualify as a
regulated investment company, all o f its taxable  income (including  its net
capital gain) would be subject to  tax at regular co rporate  rates without any
deduction fo r distributions to  stockho lders, and such distributions would be
taxable  as o rdinary dividends to  the extent o f the Fund’s current and
accumulated earnings and pro fits. The value o f MTP Shares may be adversely
affected by changes in tax rates and po licies. Because dividends from MTP
Shares are  generally no t expected to  be subject to  regular federal, New York
State  o r New York City income taxation, the attractiveness o f such shares in
relation to  o ther investment alternatives is affected by changes in federal, New
York State  o r New York City income tax rates o r changes in the tax-exempt
treatment o f dividends on MTP Shares. A po rtion o f the dividends from MTP
Shares may be subject to  the federal alternative minimum tax. See “Tax
Matters.” See also  the opinion o f counsel included as Appendix C to  the SAI.
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·  Credit Crisis and Liquidity Risk.    General market uncertainty and extrao rdinary
conditions in the credit markets, including  the municipal market, may impact the
liquidity o f the Fund’s investment po rtfo lio , which in turn, during  extrao rdinary
circumstances, could impact the Fund’s distributions and/o r the liquidity o f the
Term Redemption Liquidity Account (as described under “Description o f MTP
Shares”). Further, there  may be market imbalances o f sellers and buyers o f MTP
Shares during  periods o f extreme illiquidity and vo latility. Such market
conditions may lead to  periods o f thin trading  in any secondary market fo r MTP
Shares and may make valuation o f MTP Shares uncertain. As a result, the spread
between bid and asked prices is likely to  increase significantly such that an MTP
Shares investo r may have g reater difficulty selling  his o r her MTP Shares. Less
liquid and more vo latile  trading  environments could result in sudden and
significant valuation increases o r declines in MTP Shares.

 

 

·  Inflation Risk.    Inflation is the reduction in the purchasing  power o f money
resulting  from the increase in the price o f goods and services. Inflation risk is
the risk that the inflation-adjusted (o r “real”) value o f an investment in MTP
Shares o r the income from that investment will be worth less in the future . As
inflation occurs, the real value o f MTP Shares and dividends on MTP Shares
declines.

 

 

·  Reinvestment Risk—MTP Shares.    Given the five-year term and po tential fo r
early redemption o f MTP Shares, ho lders o f MTP Shares may face an
increased reinvestment risk, which is the risk that the return on an investment
purchased with proceeds from the sale  o r redemption o f MTP Shares may be
lower than the return previously obtained from an investment in MTP Shares.

 
General Risks o f Investing  in the Fund

 

 

·  Credit and Below Investment Grade Risk.    Credit risk is the risk that one o r more
municipal securities in the Fund’s po rtfo lio  will decline in price, o r the issuer
thereo f will fail to  pay interest o r principal when due, because the issuer
experiences a decline in its financial status. Credit risk is increased when a
portfo lio  security is downgraded o r the perceived creditworthiness o f the issuer
deterio rates. The Fund may invest up to  20% (measured at the time o f
investment) o f its net assets in municipal securities that are  rated below
investment g rade o r that are  unrated but judged to  be o f comparable  quality by
NAM. If a municipal security satisfies the rating  requirements described above
at the time o f investment and is subsequently downgraded below that rating , the
Fund will no t be required to  dispose o f the security. If a downgrade occurs,
NAM will consider what action, including  the sale  o f the security, is in the best
interests o f the Fund and its shareho lders. Municipal securities o f below
investment g rade quality are  regarded as having  predominately speculative
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characteristics with respect to  the issuer’s capacity to  pay interest and repay
principal when due, and are  more susceptible  to  default o r decline in market
value due to  adverse economic and business developments than investment
g rade municipal securities. Also , to  the extent that the rating  assigned to  a
municipal security in the Fund’s po rtfo lio  is downgraded by any nationally
recognized statistical rating  o rganization (“NRSRO”), the market price and
liquidity o f such security may be adversely affected. The market values fo r
municipal securities o f below investment g rade quality tend to  be vo latile , and
these securities are  less liquid than investment g rade municipal securities. Fo r
these reasons, an investment in the Fund, compared with a po rtfo lio  consisting
so lely o f investment g rade securities, may experience the fo llowing :

 
 

•  increased price sensitivity resulting  from a deterio rating  economic
environment and chang ing  interest rates;

 
 •  greater risk o f lo ss due to  default o r declining  credit quality;
 
 

•  adverse issuer specific  events that are  more likely to  render the
issuer unable  to  make interest and/o r principal payments; and

 

 

•  the possibility that a negative perception o f the below investment
g rade market develops, resulting  in the price and liquidity o f below
investment g rade securities becoming  depressed, and this negative
perception could last fo r a significant period o f time.

 

 

·  Municipal Securities Market Risk.    Investing  in the municipal securities market
invo lves certain risks. The municipal securities market is one in which dealer
firms make markets in bonds on a principal basis using  their proprietary capital,
and during  the recent market turmoil these firms’ capital became severely
constrained. As a result, some firms were unwilling  to  commit their capital to
purchase and to  serve as a dealer fo r municipal securities. The amount o f public
info rmation available  about the municipal securities in the Fund’s po rtfo lio  is
generally less than that fo r co rporate  equities o r bonds, and the Fund’s
investment perfo rmance may therefo re be more dependent on NAM’s
analytical abilities than if the Fund were to  invest in stocks o r taxable  bonds. As
no ted above, the secondary market fo r municipal securities also  tends to  be
less well-developed o r liquid than many o ther securities markets, which may
adversely affect the Fund’s ability to  sell its municipal securities at attractive
prices o r at prices approximating  those at which the Fund currently values them.

 

 

·  Concentration in New York Issuers.    The Fund’s po licy o f investing  primarily in
municipal obligations o f issuers located in New York makes the Fund more
susceptible  to  adverse economic, po litical o r regulato ry occurrences affecting
such issuers.
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·  Risks Specific to New York. The national and now g lobal financial crisis has had a
severe negative impact on State  finances. Although the State’s recession
started eight months after the national recession, it is quickly catching  up to  the
U.S. recession and is likely to  last longer. While  the present outlook fo r the State
economy calls fo r the current recession ending  by the second half o f 2010,
there is, however, substantial downside risk to  the pro jected timing  and streng th
o f the coming  recovery g iven the histo rically unprecedented decrease in wages
that has occurred during  the current recession. The credit crisis and equity
market vo latility present particular uncertainty in State  fo recasts as New York is
the nation’s financial capital. According ly, less financial market activity could
result from a deeper credit crisis than antic ipated, which could have a significant
impact on the New York State  economy. Similar to  many municipal issuers, the
credit crisis could also  impact the State’s ability to  sell bonds at the level (o r on
the timetable) expected, which would result in a weakened overall cash position
fo r New York State  in the current fiscal year. The finances o f local governments
in New York, particularly New York City and its suburbs, may be similarly
affected. Pending  litigation matters and matters invo lving  Medicaid
reimbursements could further impact the State’s finances by causing  New York
State  and New York City to  lo se in excess o f one billion do llars. See “Risks-
Concentration Risk” and Appendix A o f this prospectus (“Facto rs Affecting
Municipal Securities in New York”).

 

 

·  Interest Rate Risk—The Fund.    Generally, when market interest rates rise , bond
prices fall, and vice versa. Interest rate  risk is the risk that the municipal
securities in the Fund’s po rtfo lio  will decline in value because o f increases in
market interest rates. In typical market interest rate  environments, the prices o f
longer-term municipal securities generally fluctuate  more than prices o f sho rter-
term municipal securities as interest rates change.

 

 

·  Inverse Floating Rate Securities Risk.    The Fund may invest up to  15% of its
net assets in inverse floating  rate  securities. Typically, inverse floating  rate
securities represent beneficial interests in a special purpose trust (sometimes
called a “tender option bond trust”) fo rmed by a third party sponso r fo r the
purpose o f ho lding  municipal securities. See “Portfo lio  Composition—
Municipal Securities—Inverse Floating  Rate  Securities.” In general, income on
inverse floating  rate  securities will decrease when interest rates increase and
increase when interest rates decrease. Investments in inverse floating  rate
securities may subject the Fund to  the risks o f reduced o r e liminated interest
payments and lo sses o f principal. In addition, inverse floating  rate  securities
may increase o r decrease in value at a g reater rate  than the underlying  interest
rate , which effectively leverages the Fund’s investment. As a result, the market
value o f such securities generally will be more vo latile  than that o f fixed rate
securities.
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 The Fund may invest in inverse floating  rate  securities issued by special
purpose trusts that have recourse to  the Fund. In NAM’s discretion, the Fund
may enter into  a separate  sho rtfall and fo rbearance ag reement with the third
party sponso r o f a special purpose trust. The Fund may enter into  such recourse
ag reements (i) when the liquidity provider to  the special purpose trust requires
such an ag reement because the level o f leverage in the special purpose trust
exceeds the level that the liquidity provider is willing  to  support absent such an
agreement; and/o r (ii) to  seek to  prevent the liquidity provider from co llapsing
the special purpose trust in the event that the municipal obligation held in the
trust has declined in value. Such an ag reement would require  the Fund to
reimburse the third party sponso r o f the trust, upon termination o f the trust
issuing  the inverse floater, the difference between the liquidation value o f the
bonds held in the trust and the principal amount due to  the ho lders o f floating
rate  securities. In such instances, the Fund may be at risk o f lo ss that exceeds
its investment in the inverse floating  rate  securities.

  The Fund’s investments in inverse floating  rate  securities issued by special
purpose trusts that have recourse to  the Fund may be highly leveraged. The
structure and deg ree to  which the Fund’s inverse floating  rate  securities are
highly leveraged will vary based upon a number o f facto rs, including  the size o f
the trust itself and the terms o f the underlying  municipal security held in a special
purpose trust. An inverse floating  rate  security generally is considered highly
leveraged if the principal amount o f the sho rt-term floating  rate  interests issued
by the related special purpose trust is in excess o f three times the principal
amount o f the inverse floating  rate  securities owned by the trust (the ratio  o f the
principal amount o f such sho rt-term floating  rate  interests to  the principal
amount o f the inverse floating  rate  securities is referred to  as the “gearing”). In
the event o f a significant decline in the value o f an underlying  security, the Fund
may suffer lo sses in excess o f the amount o f its investment (up to  an amount
equal to  the value o f the municipal securities underlying  the inverse floating  rate
securities) as a result o f liquidating  special purpose trusts o r o ther co llateral
required to  maintain the Fund’s antic ipated effective leverage ratio .

  The economic effect o f leverage through the Fund’s purchase o f inverse
floating  rate  securities creates an opportunity fo r increased net income and
returns, but also  creates the possibly that the Fund’s long-term returns will be
diminished if the cost o f leverage exceeds the return on the inverse floating
rate  securities purchased by the Fund.

  Inverse floating  rate  securities have varying  deg rees o f liquidity based upon the
liquidity o f the underlying  securities deposited in a special purpose trust. The
market price o f inverse floating  rate  securities is more vo latile  than the
underlying  securities due to  leverage. The leverage attributable  to  such inverse
floating  rate  securities may be “called away” on relatively sho rt no tice and
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therefo re may be less permanent than more traditional fo rms o f leverage. In
certain circumstances, the likelihood o f an increase in the vo latility o f net asset
value and market price o f the common shares may be g reater fo r the Fund to
the extent that it re lies on inverse floating  rate  securities to  achieve a significant
po rtion o f its desired effective leverage ratio . The Fund may be required to  sell
its inverse floating  rate  securities at less than favorable  prices, o r liquidate  o ther
Fund po rtfo lio  ho ldings in certain circumstances, including , but no t limited to ,
the fo llowing :

 
 

•  If the Fund has a need fo r cash and the securities in a special purpose
trust are  no t actively trading  due to  adverse market conditions;

 

 
•  If special purpose trust sponso rs (as a co llective g roup o r

individually) experience financial hardship and consequently seek to
terminate  their respective outstanding  special purpose trusts; and

 

 
•  If the value o f an underlying  security declines significantly (to  a level

below the no tional value o f the floating  rate  securities issued by the
trust) and if additional co llateral has no t been posted by the Fund.

 

 

·  Insurance Risk.    The Fund may purchase municipal securities that are
additionally secured by insurance, bank credit ag reements, o r escrow accounts.
The credit quality o f the companies that provide such credit enhancements will
affect the value o f those securities. Many significant providers o f insurance fo r
municipal securities have recently incurred significant lo sses and as a result,
such lo sses have reduced the insurers’ capital and called into  question their
continued ability to  perfo rm their obligations under such insurance if they are
called to  do  so  in the future . The insurance feature  o f a municipal security does
no t guarantee the full payment o f principal and interest through the life  o f an
insured obligation o r the market value o f the insured obligation. See “Risks—
Insurance Risk.”

 

 

·  Reinvestment Risk—the Fund.    With respect to  the Fund, re investment risk is the
risk that income from the Fund’s po rtfo lio  will decline if and when the Fund
invests the proceeds from matured, traded o r called bonds at market interest
rates that are  below the Fund’s po rtfo lio ’s current earnings rate .

 

 

·  Anti-Takeover Provisions.    The Fund’s Declaration o f Trust and By-Laws
include provisions that could limit the ability o f o ther entities o r persons to
acquire  contro l o f the Fund o r convert the Fund to  open-end status. See “Certain
Provisions in the Declaration o f Trust and By-Laws.”

 
For additional risks o f investing  in MTP Shares and general risks o f the Fund, see
“Risks.”

 
Governing  Law The Declaration o f Trust and the Statement are  governed by the laws o f the

Commonwealth o f Massachusetts.
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FINANCIAL HIGHLIGHTS
 

The fo llowing  Financial Highlights table  is intended to  help a prospective investo r understand the Fund’s financial perfo rmance fo r
the periods shown. Certain info rmation reflects financial results fo r a sing le  common share o r MuniPreferred share o f the Fund. The
to tal re turns in the table  represent the rate  an investo r would have earned o r lo st on an investment in common shares o f the Fund
(assuming  reinvestment o f all dividends). The info rmation with respect to  the fiscal year ended September 30, 2009 has been audited
by Ernst & Young  LLP, whose report fo r the fiscal year ended September 30, 2009, along  with the financial statements o f the Fund
including  the Financial Highlights fo r each o f the five years in the period then ended, are  included in the Fund’s 2009 Annual Report. A
copy o f the Annual Report may be obtained from www.sec.gov o r by visiting  www.nuveen.com. The info rmation contained in, o r that
can be accessed through, the Fund’s website  is no t part o f this prospectus. Past results are  no t indicative o f future  perfo rmance.
 

The fo llowing  per share data and ratio s have been derived from info rmation provided in the financial statements.
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FINANCIAL HIGHLIGHTS
 

Info rmation contained in the table  below under the headings “Per Share Operating  Perfo rmance” and “Ratios/Supplemental Data”
shows the operating  perfo rmance o f the Fund since the commencement o f operations.
 

Selected data fo r a common share outstanding  throughout each period:
 

   

Ye ar Ende d S e pte mbe r 30,

 

PER S HARE O PERAT ING PERFO RMANCE   

2009

   

2008

  

2007

 
Beginning  Common Share Net Asset Value   $ 13.12    $ 14 .95   $ 15.49  
      
Investment Operations:               

Net Investment Income    0.93     0.96    0.97  
Net Realized/Unrealized Gain (Loss)    1.68     (1.76)   (0.39) 
Distributions from Net Investment Income to  Preferred

Shareho lders†    (0.06)    (0.24 )   (0.24 ) 
Distributions from Capital Gains to  Preferred Shareho lders†    (0.03)    (0.02)   (0.02) 

      
Total    2.52     (1.06)   0.32  

      
Less Distributions:               

Net Investment Income to  Common Shareho lders    (0.73)    (0.70)   (0.77) 
Capital Gains to  Common Shareho lders    (0.09)    (0.07)   (0.09) 

      
Total    (0.82)    (0.77)   (0.86) 

      
Ending  Common Share Net Asset Value   $ 14 .82    $ 13.12   $ 14 .95  
      
Ending  Market Value   $ 13.38    $ 11.36   $ 14 .33  
To tal Returns:               

Based on Market Value*    26.58%    (16.02)%   (2.86)% 
Based on Common Share Net Asset Value*    20.29%    (7.45)%   2.07% 

Ratios/Supplemental Data               
Ending  Net Assets Applicable  to  Common Shares (000)   $137,268    $121,533   $138,504   
Ratio s to  Average Net Assets Applicable  to  Common Shares Befo re

Reimbursement†† :               
Expenses Including  Interest(a)    1.37%    1.36%   1.29% 
Expenses Excluding  Interest(a)    1.17%    1.23%   1.19% 
Net Investment Income    7.07%    6.45%   6.15% 

Ratios to  Average Net Assets Applicable  to  Common Shares After
Reimbursement††**:               

Expenses Including  Interest(a)    1.31%    1.22%   1.07% 
Expenses Excluding  Interest(a)    1.11%    1.09%   0.97% 
Net Investment Income    7.13%    6.59%   6.36% 

Portfo lio  Turnover Rate    4%    17%   18% 
Preferred Shares at End o f Period:               

Aggregate  Amount Outstanding  (000)   $ 51,400    $ 51,400   $ 69,000  
Liquidation and Market Value Per Share   $ 25,000    $ 25,000   $ 25,000  
Asset Coverage Per Share   $ 91,765    $ 84 ,112   $ 75,183  

*  Total Return Based on Market Value is the combination o f changes in the market price per share and the effect o f re invested
dividend income and reinvested capital gains distributions, if any, at the average price paid per share at the time o f reinvestment.
The last dividend declared in the period, which is typically paid on the first business day o f the fo llowing  month, is assumed to  be
reinvested at the ending  market price. The actual re investment fo r the last dividend declared in the period may take place over
several days, and in some instances may no t be based on the market price, so  the actual re investment price may be different from
the price used in the calculation. To tal re turns are  no t annualized.

   Total Return Based on Common Share Net Asset Value is the combination o f changes in Common share net asset value,
reinvested dividend income at net asset value and reinvested capital gains distributions at net asset value, if any. The last dividend
declared in the period, which is typically paid on the first business day o f the fo llowing  month, is assumed to  be reinvested at the
ending  net asset value. The actual re investment price fo r the last dividend declared in the period may o ften be based on the Fund’s
market price (and no t its net asset value), and therefo re may be different from the price used in the calculation. To tal re turns are  no t
annualized.
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Ye ar Ende d S e pte mbe r 30,

 
2006

  

2005

  

2004

  

2003

  

2002

  

2001

  

2000

 
$ 15.83   $ 15.83   $ 15.66   $ 15.85   $ 14 .86   $ 13.42   $ 13.27  

      
                           
 0.98    1.03    1.06    1.07    1.07    1.08    1.08  
 0.00***   0.09    0.16    (0.24 )   0.89    1.40    0.18  
 (0.21)   (0.13)   (0.06)   (0.07)   (0.11)   (0.24 )   (0.29) 
 (0.03)   0.00    0.00    0.00    0.00    0.00    0.00  

      
 0.74     0.99    1.16    0.76    1.85    2.24     0.97  

      
                           
 (0.89)   (0.99)   (0.99)   (0.95)   (0.86)   (0.80)   (0.82) 
 (0.19)   0.00    0.00    0.00    0.00    0.00    0.00  

      
 (1.08)   (0.99)   (0.99)   (0.95)   (0.86)   (0.80)   (0.82) 

      
$ 15.49   $ 15.83   $ 15.83   $ 15.66   $ 15.85   $ 14 .86   $ 13.42  

      
$ 15.60   $ 16.11   $ 15.01   $ 15.09   $ 15.47   $ 14 .44    $ 12.31  
                           
 3.49%   14 .24%   6.13%   3.86%   13.57%   24 .06%   (8.62)% 
 4 .91%   6.38%   7.68%   5.04%   12.95%   16.98%   7.82% 
                           
$143,147   $145,701   $145,592   $143,886   $145,599   $136,441   $123,171  
                           
 1.18%   1.16%   1.17%   1.19%   1.21%   1.25%   1.31% 
 1.18%   1.16%   1.17%   1.19%   1.21%   1.25%   1.31% 
 6.11%   6.13%   6.38%   6.50%   6.76%   7.01%   7.89% 
                           
 0.89%   0.81%   0.74%   0.74%   0.75%   0.78%   0.79% 
 0.89%   0.81%   0.74%   0.74%   0.75%   0.78%   0.79% 
 6.40%   6.49%   6.81%   6.95%   7.22%   7.49%   8.42% 
 15%   20%   8%   8%   11%   18%   19% 
                           
$ 69,000   $ 69,000   $ 69,000   $ 69,000   $ 69,000   $ 69,000   $ 69,000  
$ 25,000   $ 25,000   $ 25,000   $ 25,000   $ 25,000   $ 25,000   $ 25,000  
$ 76,865   $ 77,790   $ 77,751   $ 77,133   $ 77,753   $ 74 ,435   $ 69,627  

**  After expense reimbursement, where applicable .
***  Rounds to  less than $0.01 per share.
†  The amounts shown are  based on Common share equivalents.
††  Ratios do  no t reflect the effect o f dividend payments to  Preferred shareho lders; Net Investment Income ratio s reflect income

earned and expenses incurred on assets attributable  to  Preferred shares.
(a)  The expense ratio s reflect, among  o ther things, the interest expense deemed to  have been paid by the Fund on the floating  rate

certificates issued by the special purpose trusts fo r the self-deposited inverse floaters held by the Fund.
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THE FUND
 

The Fund is a diversified, c lo sed-end management investment company reg istered under the 1940 Act. The Fund was o rganized
as a Massachusetts business trust on December 1, 1998 pursuant to  a Declaration o f Trust governed by the laws o f the Commonwealth
o f Massachusetts (the “Declaration o f Trust”). The Fund’s common shares are  listed on the New York Stock Exchange under the
symbol “NAN.” The Fund’s principal o ffice  is located at 333 West Wacker Drive, Chicago , Illino is 60606, and its te lephone number is
(800) 257-8787.
 

The table  below provides info rmation on MuniPreferred shares since 2000.
 

Pe riod Ende d

 

Amount O uts tanding
Exc lus ive  of T re asury

S e c uritie s

 

Asse t Cove rage
Pe r S hare *

 

Involuntary Liquidation
Pre fe re nc e  Pe r S hare

 

Asse t Cove rage
Ratio**

September 30, 2000  2,760 $ 69,627 $ 25,000 279%
September 30, 2001  2,760 $ 74 ,435 $ 25,000 298%
September 30, 2002  2,760 $ 77,753 $ 25,000 311%
September 30, 2003  2,760 $ 77,133 $ 25,000 309%
September 30, 2004  2,760 $ 77,751 $ 25,000 311%
September 30, 2005  2,760 $ 77,790 $ 25,000 311%
September 30, 2006  2,760 $ 76,865 $ 25,000 307%
September 30, 2007  2,760 $ 75,183 $ 25,000 301%
September 30, 2008  2,056 $ 84 ,112 $ 25,000 336%
September 30, 2009  2,056 $ 91,765 $ 25,000 367%

 
*  Calculated by dividing  net assets (including  net assets attributable  to  preferred shares) at period end by the number o f

MuniPreferred shares outstanding  at period end.
 **  Calculated by dividing  Asset Coverage Per Share by Invo luntary Liquidation Preference Per Share.
 
 The  fo llowing  provides info rmation about the Fund’s outstanding  shares as o f September 30, 2009.
 

T itle  of Class

  

Amount Authoriz e d

  

Amount He ld by the
Fund or for its

Ac c ount

  

Amount O uts tanding

Common   unlimited  —  9,265,330
MuniPreferred   unlimited      

Series F   10,000  —  2,056
MTP   unlimited      

Series 2015   —  —  —
 

USE OF PROCEEDS
 

The net proceeds o f the o ffering  will be approximately $25,827,500 o r $29,521,250 if the underwriters exercise  the
overallo tment option in full, after payment o f the underwriting  discounts and commissions and estimated o ffering  costs. The Fund
intends to  use the net proceeds from the sale  o f MTP Shares to  refinance and redeem a po rtion o f the Fund’s outstanding
MuniPreferred shares, and to  maintain the Fund’s leveraged capital structure . To  the extent the underwriters purchase additional shares
to  cover over-allo tments, the proceeds to  the Fund from such additional purchase will be invested in acco rdance with the Fund’s
investment po lic ies. Such redemption o f the MuniPreferred shares is expected to  occur within four weeks o f the closing  o f the
o ffering .
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CAPITALIZATION
 

The fo llowing  table  sets fo rth the capitalization o f the Fund as o f September 30, 2009, and as adjusted to  g ive effect to  (i) the
issuance o f all MTP Shares o ffered hereby (assuming  that the underwriters’ overallo tment option is no t exercised) and (ii) the
redemption o f 1,033 outstanding  MuniPreferred shares with the proceeds o f the issuance o f MTP Shares. The “as adjusted”
info rmation is illustrative only.
 

   

Ac tual
S e pte mbe r 30, 2009

  

(Unaudite d)
As  Adjuste d

S e pte mbe r 30, 2009

MuniPreferred shares, $25,000 stated value per share, at liquidation value;
unlimited shares autho rized (2,056 shares outstanding  and 1,023 shares outstanding ,
as adjusted, respectively)*   $ 51,400,000  $ 25,575,000
     
MTP Shares, $10 stated value per share, at liquidation value; unlimited shares
autho rized; (No  shares outstanding  and 2,650,000 shares outstanding , as adjusted,
respectively)*   $ —   26,500,000
     

COMMON SHAREHOLDERS’ EQUITY:         
Common shares, $.01 par value per share; unlimited shares autho rized, 9,265,330

shares outstanding*   $ 92,653  $ 92,653
Paid-in surplus**    131,847,314    131,847,314
Undistributed net investment income    1,124 ,909   1,124 ,909
Accumulated net realized gain (lo ss) from investments and derivative transactions    62,712   62,712
Net unrealized appreciation (depreciation) o f investments and derivative transactions    4 ,140,539   4 ,140,539
     
Net assets applicable  to  common shares   $ 137,268,127  $ 137,268,127
     

 *  None o f these outstanding  shares are  held by o r fo r the account o f the Fund.

 
**  Assumes a to tal o f $672,500 o f underwriting  discounts and commissions and o ther estimated o ffering  costs o f the MTP

Shares’ issuance will be capitalized and amortized over the life  o f the MTP Shares.
 

SUPPLEMENTAL PORTFOLIO INFORMATION
 

Set forth below are selected historical data (unaudited) relating to the Fund and its portfolio holdings at each period noted.
 

   

S e pte mbe r 30,

 

OPERATING PERFORMANCE RATIOS   

2009

  

2008

  

2007

 
Asset Coverage(a)   367%  336%  301% 
Net Investment Income Coverage(b)   1,550%  400%  404% 
Structural Leverage(c)   27%  30%  33% 
Effective Leverage(d)   35%  38%  34% 

(a)  Base d on 1940 Ac t re quire m e nts  that are  de sc ribe d in  th is  prospe c tus  unde r the  he ading “De sc rip tion of MTP Share s  – Re s tric tions  on Divide nd,
Re de m ption and Othe r Paym e nts .”

(b) C alc ulate d  by dividing “Ne t Inve s tm e nt Inc om e ” by “Dis tributions  from  Ne t Inve s tm e nt Inc om e  to  Pre fe rre d  Share holde rs .”
(c ) Base d on the  inve rse  of the  Asse t C ove rage  Ratio  (m e aning the  ratio  of the  Fund’s  to tal de bt, if any, and the  involuntary liquidation pre fe re nc e  of

Pre fe rre d  Stoc k to  the  Fund’s  to tal asse ts  le ss  liabilitie s  and inde bte dne ss  not re pre se nte d by se nior se c uritie s ).
(d) Effe c tive  Le ve rage  Ratio  is  pre vious ly de fine d in  the  prospe c tus  sum m ary unde r the  he ading “Effe c tive  Le ve rage  Ratio .”
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S e pte mbe r 30,

 

PORTFOLIO DATA   

2009

  

2008

  

2007

 
Total Managed Assets (000s)(a)   $188,668   $172,933   $207,504   
Number o f Issuers(b)    86    88    88  
Number o f Issuers in Default    —    —    —  
Average Issuer Ho lding  (000s)(c)   $ 2,379   $ 2,108   $ 2,344   
Top 10 Issuers (as % o f To tal Investments)    42.54%   38.95%   47.04% 
Average Effective Maturity on Securities (years)    17.20    17.07    17.49  
Average Duration (years)    5.16    9.39    5.73  
AMT Bonds (as % o f To tal Investments)    4 .57%   4 .65%   6.46% 
Inverse Floaters (as % o f To tal Investments)(d)    6.51%   3.50%   0.70% 

(a)  Ne t asse ts  applic able  to  c om m on share s  p lus  Pre fe rre d  Stoc k at liquidation value .
(b) Is sue r is  de fine d as  the  le gal e ntity or obligor that de ve lops , re gis te rs  and se lls  m unic ipal se c uritie s  for the  purpose  of financ ing its  ope rations .
(c ) C alc ulate d  by dividing the  m arke t value  of the  m unic ipal se c uritie s  in  the  Fund’s  portfo lio  by the  num be r of is sue rs .
(d) Inve rse  floating rate  se c uritie s  (som e tim e s  re fe rre d  to  as  “inve rse  floate rs”) are  se c uritie s  whose  in te re s t rate s  be ar an  inve rse  re lationship  to  the

inte re s t rate  on anothe r se c urity or the  value  of an  inde x. Se e  “Portfo lio  C om pos ition—Munic ipal Se c uritie s—Inve rse  Floating Rate  Se c uritie s .”
 

CREDIT QUALITY (AS % OF TOTAL MUNICIPAL BONDS)(a),(b)

  

S e pte mbe r 30,

 

  

2009

  

2008

  

2007

 
AAA/U.S. Guaranteed   18%  19%  53% 
AA   36%  47%  29% 
A   23%  15%  5% 
BBB   13%  11%  6% 
BB o r Lower   4%  5%  5% 
N/R   6%  3%  2% 

     
   100%  100%  100% 
     

(a)  The  pe rc e ntage s  shown in  the  table  above  m ay re fle c t the  ratings  on c e rtain  bonds  whose  insure r has  e xpe rie nc e d downgrade s .
(b) Unde r norm al m arke t c onditions , the  Fund will inve s t its  ne t asse ts  in  a portfo lio  of m unic ipal se c uritie s  that are  e xe m pt from  re gular fe de ral, Ne w York

State  and Ne w York C ity inc om e  taxe s .
 

   

S e pte mbe r 30,

 

PORTFOLIO COMPOSITION (AS % OF TOTAL INVESTMENTS)   

2009

  

    2008    

  

    2007    

 
Consumer Discretionary   1.6%  1.8%  1.9% 
Consumer Staples   1.6%  1.6%  1.8% 
Education and Civic  Organizations   11.6%  13.0%  13.2% 
Financials   1.5%  1.3%  1.3% 
Health Care   20.4%  23.3%  25.5% 
Housing /Multifamily   5.7%  3.5%  3.5% 
Housing /Sing le  Family   2.7%  2.7%  2.6% 
Long-Term Care   3.8%  4 .1%  2.4% 
Materials   0.2%  0.2%  —% 
Tax Obligation/General   9.8%  9.8%  5.3% 
Tax Obligation/Limited   21.4%  20.8%  21.4% 
Transportation   7.9%  7.6%  8.4% 
U.S. Guaranteed   3.4%  6.0%  7.6% 
Utilities   3.6%  3.7%  4 .5% 
Water and Sewer   0.6%  0.6%  0.6% 
Time Deposits   4 .2%  —%  —% 

     
   100.0%  100.0%  100.0% 
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DESCRIPTION OF MTP SHARES
 

The following is a brief description of the terms of MTP Shares, including specific terms of Series 2015 MTP Shares. This is not a
complete description and is subject to and entirely qualified by reference to the Fund’s Declaration of Trust and the Statement. These
documents are filed with the Securities and Exchange Commission as exhibits to the Fund’s registration statement of which this
prospectus is a part and the Statement also is attached as Appendix A to the SAI. Copies may be obtained as described under “Available
Information.” Many of the terms in this section have a special meaning. Any capitalized terms in this section that are not defined have
the meaning assigned to them in the Statement.
 
General
 At the time o f issuance the MTP Shares will be fully paid and non-assessable  and have no  preemptive, conversion, o r exchange
rights o r rights to  cumulative vo ting . MTP Shares will rank equally with shares o f all o ther Preferred Stock o f the Fund including
outstanding  MuniPreferred shares, if any, and with any o ther series o f preferred shares o f the Fund that might be issued in the future , as
to  payment o f dividends and the distribution o f the Fund’s assets upon disso lution, liquidation o r winding  up o f the affairs o f the Fund.
MTP Shares and all o ther Preferred Stock o f the Fund are  senio r as to  dividends and distributions to  the Fund’s common shares. The
Fund may issue additional series o f Preferred Stock in the future  that will be classified as MuniFund Term Preferred Shares, and any such
series, together with the MTP Shares, are  herein co llectively referred to  as “MuniFund Term Preferred Shares.”
 

Except in certain limited circumstances, ho lders o f MTP Shares will no t receive certificates representing  their ownership interest
in such shares, and the MTP Shares will be represented by a g lobal certificate  to  be held by the Securities Deposito ry fo r the MTP
Shares. The Deposito ry Trust Company will initially act as Securities Deposito ry with respect to  the MTP Shares.
 
Dividends and Dividend Periods
 General.    The fo llowing  is a general description o f dividends and dividend periods. The ho lders o f MTP Shares will be entitled to
receive cumulative cash dividends and distributions on such shares, when, as and if declared by, o r under autho rity g ranted by, the Board
of Trustees, out o f funds legally available  fo r payment and in preference to  dividends and distributions on common shares o f the Fund,
calculated separately fo r each Dividend Period fo r such MTP Shares at the Dividend Rate  fo r such MTP Shares in effect during  such
Dividend Period, on an amount equal to  the Liquidation Preference fo r such MTP Shares. The Dividend Rate  is computed on the basis
o f a 360-day year consisting  o f twelve 30-day months. Dividends so  declared and payable  will be paid to  the extent permitted under
state  law and the Declaration o f Trust, and to  the extent available , in preference to  and prio rity over any dividend declared and payable
on the common shares.
 

Fixed Dividend Rate.    The Fixed Dividend Rate  is an annual rate  o f 2.70% fo r Series 2015 MTP Shares. The Fixed Dividend Rate
fo r MTP Shares may be adjusted in certain circumstances, including  a change in the credit rating  o f such MTP Shares and/o r upon the
occurrence o f certain events resulting  in a “Default Period” (as defined below) (the Fixed Dividend Rate  as it may be adjusted is
referred to  as the “Dividend Rate”).
 

Payment of Dividends and Dividend Periods.    Dividends on the MTP Shares will be payable  monthly. The initial Dividend Period
fo r the MTP Shares will commence on the Date o f Orig inal Issue o f MTP Shares and end on January 31, 2010 and each subsequent
Dividend Period will be a calendar month (o r the po rtion thereo f occurring  prio r to  the redemption o f such MTP Shares). Dividends will
be paid on the Dividend Payment Date—the first Business Day o f the month next fo llowing  a Dividend Period and upon redemption o f
the MTP Shares, except that dividends paid with respect to  any Dividend Period consisting  o f the month o f December in any year will
be paid on the last Business Day o f December. Dividends with respect to  any monthly Dividend Period will be declared and paid to
ho lders o f reco rd o f MTP Shares as their names shall appear on the reg istration books o f the Fund at the close o f business on the 15th
day o f such monthly Dividend Period (o r if such day is no t a
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Business Day, the next preceding  Business Day). Dividends with respect to  the first Dividend Period o f the Series 2015 MTP Shares will
be declared and paid to  ho lders o f reco rd o f such MTP Shares as their names appear on the reg istration books o f the Fund at the close
o f business on January 15, 2010. Dividends payable  on any MTP Shares fo r any period o f less than a full monthly Dividend Period,
including  in connection with the first Dividend Period fo r such shares o r upon any redemption o f such shares on any redemption
date  o ther than on a Dividend Payment Date, will be computed on the basis o f a 360-day year consisting  o f twelve 30-day months and
the actual number o f days elapsed fo r any period o f less than one month.
 

On account o f the fo rego ing  provisions, only the ho lders o f MTP Shares on the reco rd date  fo r a Dividend Period will be entitled
to  receive dividends and distributions payable  with respect to  such Dividend Period, and ho lders o f MTP Shares who  sell shares befo re
such a reco rd date  and purchasers o f MTP Shares who  purchase shares after such a reco rd date  should take the effect o f the fo rego ing
provisions into  account in evaluating  the price to  be received o r paid fo r such MTP Shares.
 

Adjustment to Fixed Dividend Rate—Ratings.    So  long  as MTP Shares are  rated on any date  “AAA“ by S&P, “Aaa” by Moody’s
o r “AAA” by Fitch, then the Dividend Rate  will be equal to  the Fixed Dividend Rate . If the highest credit rating  assigned on any date  to
outstanding  MTP Shares by any o f Moody’s, S&P o r Fitch is equal to  one o f the ratings set fo rth in the table  below, the Dividend Rate
applicable  to  such outstanding  MTP Shares fo r such date  will be adjusted by multiplying  the Fixed Dividend Rate  by the applicable
percentage (expressed as a decimal) set fo rth opposite  the applicable  highest credit rating  so  assigned on such date  to  such
outstanding  MTP Shares by any such Rating  Agency as set fo rth in the table  below.
 

Dividend Rate Adjustment Schedule
 

S &P

  

Moody’s

  

Fitc h

  

Applic able  Pe rc e ntage

“AA+” to  “AA-”   “Aa1” to  “Aa3”   “AA+” to  “AA-”   110%
“A+” to  “A-”   “A1” to  “A3”   “A+” to  “A-”   125%

“BBB+” to  “BBB-”   “Baa1” to  “Baa3”   “BBB+” to  “BBB-”   150%
“BB+” and lower   “Ba1” and lower   “BB+” and lower   200%

 
If no  Rating  Agency is rating  outstanding  MTP Shares, the Dividend Rate  applicable  to  the MTP Shares fo r such date  shall be

adjusted by multiplying  the Fixed Dividend Rate  fo r such shares by 200%.
 

The Board o f Trustees o f the Fund has the right to  terminate  the designation o f any o f S&P, Moody’s and Fitch as a Rating
Agency fo r purposes o f the MTP Shares, provided that at least one Rating  Agency continues to  maintain a rating  with respect to  the
MTP Shares. In such event, any rating  o f such terminated Rating  Agency, to  the extent it would have been taken into  account in any o f
the provisions o f the MTP Shares which are  described in this prospectus o r included in the Statement, will be disregarded, and only the
ratings o f the then-designated Rating  Agencies will be taken into  account. If a Rating  Agency replaces any credit rating  used in the
determination o f the Dividend Rate  with a replacement credit rating , references to  the replaced credit rating  shall thereafter refer to  the
replacement credit rating . No  adjustment to  the Dividend Rate  shall result in the Dividend Rate  being  less than the Fixed Dividend Rate .
 

Adjustment to Fixed Dividend Rate—Default Period.    The Dividend Rate  will be adjusted to  the Default Rate  in the fo llowing
circumstances. Subject to  the cure provisions below, a “Default Period” with respect to  MTP Shares will commence on a date  the Fund
fails to  deposit with the Redemption and Paying  Agent by 12:00 noon, New York City time, on the (i) applicable  Dividend Payment
Date, Deposit Securities suffic ient to  pay the full amount o f any dividend on MTP Shares payable  on such Dividend Payment Date (a
“Dividend Default”) o r (ii) applicable  Redemption Date (as defined below), Deposit Securities suffic ient to  pay the full amount o f the
redemption price payable  on such Redemption Date (a “Redemption Default” and, together with a Dividend Default, referred to  as a
“Default”). Subject to  the cure provisions in the next parag raph below, a Default Period with respect to  a Dividend Default o r a
Redemption Default shall end on the Business Day on which, by 12:00 noon, New York City time, an amount equal to  all unpaid
dividends and any unpaid redemption price shall have
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been deposited irrevocably in trust in same-day funds with the Redemption and Paying  Agent. In the case o f a Default, the applicable
dividend rate  fo r each day during  the Default Period will be equal to  the Default Rate . The “Default Rate” fo r any calendar day shall be
equal to  the applicable  Dividend Rate  in effect on such day plus five percent (5%) per annum.
 

No Default Period with respect to  a Dividend Default o r Redemption Default will be deemed to  commence if the amount o f any
dividend o r any redemption price due (if such default is no t so lely due to  the willful failure  o f the Fund) is deposited irrevocably in trust,
in same-day funds with the Redemption and Paying  Agent by 12:00 noon, New York City time, on a Business Day that is no t later than
three Business Days after the applicable  Dividend Payment Date o r Redemption Date, together with an amount equal to  the Default Rate
applied to  the amount and period o f such non-payment based on the actual number o f calendar days comprising  such period divided by
360.
 

Mechanics of Payment of Dividends.    No t later than 12:00 noon, New York City time, on a Dividend Payment Date, the Fund is
required to  deposit with the Redemption and Paying  Agent suffic ient funds fo r the payment o f dividends in the fo rm o f Deposit
Securities. Deposit Securities will generally consist o f (i) cash o r cash equivalents; (ii) direct obligations o f the United States o r its
agencies o r instrumentalities that are  entitled to  the full faith and credit o f the United States (“U.S. Government Obligations”);
(iii) securities that constitute  municipal securities as described in this prospectus, including  municipal bonds and no tes, o ther securities
issued to  finance and refinance public  pro jects, and o ther related securities and derivative instruments creating  exposure to  municipal
bonds, no tes and securities that provide fo r the payment o f income that is exempt from federal income taxes (“Municipal
Obligations”) that have credit ratings from at least one NRSRO that is the highest applicable  rating  generally ascribed by such NRSRO
to  Municipal Obligations with substantially similar terms; (iv) investments in money market funds reg istered under the 1940 Act that
qualify under Rule 2a-7 under the 1940 Act and certain similar investment vehicles that invest in Municipal Obligations, U.S. Government
Obligations o r any combination thereo f; o r (v) any le tter o f credit from a bank o r o ther financial institution that has a credit rating  from
at least one NRSRO that is the highest applicable  rating  generally ascribed by such NRSRO to  bank deposits o r sho rt-term debt o f
similar banks o r o ther financial institutions, in each case either that is a demand obligation payable  to  the ho lder on any Business Day o r
that has a maturity date , mandato ry redemption date  o r mandato ry payment date , preceding  the relevant Redemption Date, Dividend
Payment Date o r o ther payment date . The Fund does no t intend to  establish any reserves fo r the payment o f dividends.
 

All Deposit Securities paid to  the Redemption and Payment Agent fo r the payment o f dividends will be held in trust fo r the
payment o f such dividends to  the ho lders o f MTP Shares. Dividends will be paid by the Redemption and Payment Agent to  the ho lders
o f MTP Shares as their names appear on the reg istration books o f the Fund. Dividends that are  in arrears fo r any past Dividend Period
may be declared and paid at any time, without reference to  any regular Dividend Payment Date. Such payments are  made to  ho lders o f
MTP Shares as their names appear on the reg istration books o f the Fund on such date , no t exceeding  15 calendar days preceding  the
payment date  thereo f, as may be fixed by the Board o f Trustees. Any payment o f dividends in arrears will first be credited against the
earliest accumulated but unpaid dividends. No  interest o r sum o f money in lieu o f interest will be payable  in respect o f any dividend
payment o r payments on any MTP Shares which may be in arrears. See “—Adjustment to  Fixed Dividend Rate—Default Period.”
 

Upon failure  to  pay dividends fo r at least two  years, the ho lders o f MTP Shares will acquire  certain additional vo ting  rights. See
“—Voting  Rights” below. Such rights shall be the exclusive remedy o f the ho lders o f MTP Shares upon any failure  to  pay dividends on
MTP Shares.
 

Distributions with respect to Taxable Allocations.
 Holders o f MTP Shares will be entitled to  receive, when, as and if declared by the Board o f Trustees, out o f funds legally
available  therefo r, additional distributions payable  with respect to  Taxable  Allocations (as defined below) that are  paid with respect to
such shares in acco rdance with one o f the procedures described in the fo llowing  three parag raphs as set fo rth below.
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Each year, the Fund will allocate  exempt interest dividends, o rdinary income dividends, and capital gain distributions, between its
common shares and Preferred Stock, including  MTP Shares, in proportion to  the to tal dividends paid to  each class during  o r with
respect to  such year. See “Tax Matters—Federal Income Tax Treatment o f Ho lders o f MTP Shares.” The Fund may provide no tice to
the Redemption and Paying  Agent prio r to  the commencement o f any Dividend Period fo r MTP Shares o f the amount o f a Taxable
Allocation that will be made in respect o f such MTP Shares fo r such Dividend Period (a “Notice o f Taxable  Allocation”). Such No tice
o f Taxable  Allocation will state  the amount o f the dividends payable  in respect o f MTP Shares fo r such Dividend Period that will be
treated as a Taxable  Allocation and the amount o f any Additional Amount Payments (as defined below) to  be paid in respect o f such
Taxable Allocation. If the Fund provides a No tice o f Taxable  Allocation with respect to  dividends payable  on MTP Shares fo r a
Dividend Period, the Fund will, in addition to  and in conjunction with the payment o f such dividends payable , make a supplemental
distribution in respect o f each MTP Share fo r such Dividend Period o f an additional amount equal to  the Additional Amount Payment
payable  in respect o f the Taxable  Allocation paid on such MTP Share fo r such Dividend Period. In general, the Fund intends to  provide
Notices o f Taxable  Allocations as contemplated by this parag raph.
 

If the Fund does no t provide a No tice o f Taxable  Allocation as provided above with respect to  a Taxable  Allocation that is made
in respect o f MTP Shares, the Fund may make one o r more supplemental distributions on such MTP Shares equal to  the amount o f such
Taxable Allocation. Any such supplemental distribution in respect o f such shares may be declared and paid on any date , without
reference to  any regular Dividend Payment Date, to  the ho lders o f such MTP Shares as their names appear on the reg istration books o f
the Fund on such date , no t exceeding  15 calendar days preceding  the payment date  o f such supplemental distribution, as may be fixed
by the Board o f Trustees.
 

If in connection with a redemption o f MTP Shares, the Fund makes a Taxable  Allocation without having  either g iven advance
no tice thereo f o r made one o r more supplemental distributions as described above, the Fund will direct the Redemption and Paying
Agent to  send an Additional Amount Payment in respect o f such Taxable  Allocation to  each ho lder o f such shares at such ho lder’s
address as the same appears o r last appeared on the reco rd books o f the Fund.
 

The Fund will no t be required to  pay Additional Amount Payments with respect to  any MTP Shares with respect to  any net capital
gains o r o ther taxable  income determined by the Internal Revenue Service to  be allocable  in a manner different from the manner used
by the Fund.
 

The term “Taxable Allocation” as used above means, with respect to  MTP Shares, the allocation o f any net capital gains o r o ther
income taxable  fo r federal income tax purposes to  a dividend paid in respect o f such shares. The term “Additional Amount Payment”
means a payment to  a ho lder o f MTP Shares o f an amount which, when taken together with the aggregate  amount o f Taxable
Allocations made to  such ho lder to  which such Additional Amount Payment relates, would cause such ho lder’s dividends in do llars
(after federal income tax consequences) from the aggregate  o f such Taxable  Allocations and the related Additional Amount Payment
to  be equal to  the do llar amount o f the dividends that would have been received by such ho lder if the amount o f such aggregate
Taxable Allocations would have been excludable  (fo r federal income tax purposes) from the g ross income o f such ho lder. Such
Additional Amount Payment will be calculated (i) without consideration being  g iven to  the time value o f money; (ii) assuming  that no
ho lder o f MTP Shares is subject to  the federal alternative minimum tax with respect to  dividends received from the Fund; and
(iii) assuming  that each Taxable  Allocation and each Additional Amount Payment (except to  the extent such Additional Amount
Payment is designated as an exempt-interest dividend under Section 852(b)(5) o f the Code) would be taxable  in the hands o f each
ho lder o f MTP Shares at the maximum marg inal regular federal individual income tax rate  applicable  to  o rdinary income o r net capital
gains, as applicable , o r the maximum marg inal regular federal co rporate  income tax rate  applicable  to  o rdinary income o r net capital
gains, as applicable , whichever is g reater, in effect at the time such Additional Amount Payment is paid.
 
Restrictions on Dividend, Redemption and Other Payments
 No full dividends and distributions will be declared o r paid on MTP Shares fo r any Dividend Period, o r a part o f a Dividend Period,
unless the full cumulative dividends and distributions due through the most recent
 

26



dividend payment dates fo r all outstanding  shares o f Preferred Stock (including  shares o f o ther series o f MuniFund Term Preferred
Shares) have been, o r contemporaneously are , declared and paid through the most recent dividend payment dates fo r each share o f
Preferred Stock. If full cumulative dividends and distributions due have no t been paid on all outstanding  shares o f Preferred Stock o f
any series, any dividends and distributions being  declared and paid on MTP Shares will be declared and paid as nearly pro  rata as
possible  in proportion to  the respective amounts o f dividends and distributions accumulated but unpaid on the shares o f each such
series o f Preferred Stock on the relevant dividend payment date . No  ho lders o f MTP Shares will be entitled to  any dividends and
distributions in excess o f full cumulative dividends and distributions as provided in the Statement.
 

For so  long  as any MuniFund Term Preferred Shares are  outstanding , the Fund will no t: (x) declare  any dividend o r o ther
distribution (o ther than a dividend o r distribution paid in common stock o f the Fund) in respect o f the common stock o f the Fund,
(y) call fo r redemption, redeem, purchase o r o therwise acquire  fo r consideration any such common stock, o r (z) pay any proceeds o f
the liquidation o f the Fund in respect o f such common stock, unless, in each case, (A) immediately thereafter, the Fund shall be in
compliance with the 200% asset coverage limitations set fo rth under the 1940 Act, (B) all cumulative dividends and distributions o f
shares o f all series o f MuniFund Term Preferred Shares o f the Fund and all o ther series o f Preferred Stock ranking  on a parity with the
MTP Shares due on o r prio r to  the date  o f the applicable  dividend, distribution, redemption, purchase o r acquisition shall have been
declared and paid (o r shall have been declared and suffic ient funds o r Deposit Securities as permitted by the terms o f such Preferred
Stock fo r the payment thereo f shall have been deposited irrevocably with the applicable  paying  agent) and (C) the Fund shall have
deposited Deposit Securities with the Redemption and Paying  Agent in acco rdance with the requirements described herein with respect
to  outstanding  MuniFund Term Preferred Shares o f any series to  be redeemed pursuant to  a Term Redemption o r Asset Coverage o r
Effective Leverage Mandato ry Redemption resulting  from the failure  to  comply with the Asset Coverage o r Effective Leverage Ratio
as described below fo r which a No tice o f Redemption shall have been g iven o r shall have been required to  be g iven in acco rdance with
the terms described herein on o r prio r to  the date  o f the applicable  dividend, distribution, redemption, purchase o r acquisition.
 

Except as required by law, the Fund will no t redeem any MTP Shares unless all accumulated and unpaid dividends and distributions
on all outstanding  MTP Shares and o ther series o f Preferred Stock ranking  on a parity with the MTP Shares with respect to  dividends
and distributions fo r all applicable  past dividend periods (whether o r no t earned o r declared by the Fund) (x) shall have been o r are
contemporaneously paid o r (y) shall have been o r are  contemporaneously declared and Deposit Securities o r suffic ient funds (in
acco rdance with the terms o f such Preferred Stock) fo r the payment o f such dividends and distributions shall have been o r are
contemporaneously deposited with the Redemption and Paying  Agent o r o ther applicable  paying  agent, provided, however, that the
fo rego ing  shall no t prevent the purchase o r acquisition o f outstanding  MTP Shares pursuant to  the an o therwise lawful purchase o r
exchange o ffer made on the same terms to  ho lders o f all outstanding  MTP Shares and any o ther series o f Preferred Stock fo r which all
accumulated and unpaid dividends and distributions have no t been paid.
 

As a fundamental po licy, the Fund may no t issue debt securities that rank senio r to  MTP Shares o ther than fo r temporary o r
emergency purposes. See the SAI, “Investment Restric tions.” Under the 1940 Act, the Fund may no t (i) declare  any dividend with
respect to  any preferred shares if, at the time o f such declaration (and after g iving  effect thereto ), asset coverage with respect to  any
borrowings o f the Fund that are  senio r securities representing  indebtedness (as defined in the 1940 Act), would be less than 200% (o r
such o ther percentage as may in the future  be specified in o r under the 1940 Act as the minimum asset coverage fo r senio r securities
representing  indebtedness o f a c losed-end investment company as a condition o f declaring  dividends on its preferred shares) o r
(ii) declare  any o ther distribution on the preferred shares o r purchase o r redeem preferred shares if at the time o f the declaration o r
redemption (and after g iving  effect thereto ), asset coverage with respect to  such bo rrowings that are  senio r securities representing
indebtedness would be less than 300% (o r such higher percentage as may in the future  be specified in o r under the 1940 Act as the
minimum asset coverage fo r senio r securities representing  indebtedness o f a c losed-end investment company as a condition o f
declaring  distributions, purchases o r redemptions o f its shares). No twithstanding  the 1940 Act’s requirements, MTP Shares have a
higher Asset Coverage (as defined fo r purposes o f the MTP Shares) o f at least 225% instead o f 200%.
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“Senio r securities representing  indebtedness” generally means any bond, debenture, no te  o r similar obligation o r instrument
constituting  a security (o ther than shares o f capital stock) and evidencing  indebtedness and could include the Fund’s obligations under
any bo rrowings. Fo r purposes o f determining  asset coverage fo r senio r securities representing  indebtedness in connection with the
payment o f dividends o r o ther distributions on o r purchases o r redemptions o f stock, the term “senio r security” does no t include any
promisso ry no te  o r o ther evidence o f indebtedness issued in consideration o f any loan, extension o r renewal thereo f, made by a bank
or o ther person and privately arranged, and no t intended to  be publicly distributed. The term “senio r security” also  does no t include any
such promisso ry no te  o r o ther evidence o f indebtedness in any case where such a loan is fo r temporary purposes only and in an amount
no t exceeding  5% of the value o f the to tal assets o f the Fund at the time when the loan is made; a loan is presumed under the 1940 Act
to  be fo r temporary purposes if it is repaid within 60 calendar days and is no t extended o r renewed; o therwise it is presumed no t to  be
fo r temporary purposes. Fo r purposes o f determining  whether the 200% and 300% statuto ry asset coverage requirements described
above apply in connection with dividends o r distributions on o r purchases o r redemptions o f preferred shares, such asset coverages
may be calculated on the basis o f values calculated as o f a time within 48 hours (only including  Business Days) next preceding  the time
of the applicable  determination.
 
Asset Coverage
 If the Fund fails to  maintain Asset Coverage o f at least 225% as o f the close o f business on each Business Day, the MTP Shares
may become subject to  mandato ry redemption as provided below. Asset Coverage means “asset coverage” o f a c lass o f senio r
security which is a stock, as defined fo r purposes o f Section 18(h) o f the 1940 Act as in effect on the date  o f the Statement,
determined on the basis o f values calculated as o f a time within 48 hours (only including  Business Days) next preceding  the time o f
such determination. Fo r purposes o f this determination, no  MTP Shares o r o ther Preferred Stock shall be deemed to  be outstanding  fo r
purposes o f the computation o f Asset Coverage if, prio r to  o r concurrently with such determination, e ither (A) suffic ient Deposit
Securities o r o ther suffic ient funds (in acco rdance with the terms o f such Preferred Stock) to  pay the full redemption price fo r such
Preferred Stock (o r the po rtion thereo f to  be redeemed) shall have been deposited in trust with the paying  agent fo r such Preferred
Stock and the requisite  no tice o f redemption fo r such Preferred Stock (o r the po rtion thereo f to  be redeemed) shall have been g iven o r
(B) suffic ient Deposit Securities o r o ther suffic ient funds (in acco rdance with the terms o f such Preferred Stock) to  pay the full
redemption price fo r such Preferred Stock (o r the po rtion thereo f to  be redeemed) shall have been seg regated by the Fund and its
custodian from the assets o f the Fund in the same manner as described under “—Term Redemption Liquidity Account and Liquidity
Requirement” below with respect to  the Liquidity Requirement applicable  to  the MTP Shares. In such event, the Deposit Securities o r
o ther suffic ient funds so  deposited o r seg regated shall no t be included as assets o f the Fund fo r purposes o f the computation o f Asset
Coverage.
 
Effective Leverage Ratio
 If the Fund’s Effective Leverage Ratio  exceeds 50% as o f the close o f business on any Business Day, the MTP Shares may
become subject to  mandato ry redemption as provided below. The “Effective Leverage Ratio” on any date  means the quo tient o f the
sum o f (A) the aggregate  liquidation preference o f the Fund’s “senio r securities” (as that term is defined in the 1940 Act) that are  stock
fo r purposes o f the 1940 Act, excluding , without duplication, (1) any such senio r securities fo r which the Fund has issued a no tice o f
redemption and either has delivered Deposit Securities o r suffic ient funds (in acco rdance with the terms o f such senio r securities) to
the paying  agent fo r such senio r securities o r o therwise has adequate  Deposit Securities o r suffic ient funds on hand fo r the purpose o f
such redemption and (2) any such senio r securities that are  to  be redeemed with net proceeds from the sale  o f the MTP Shares, fo r
which the Fund has delivered Deposit Securities o r suffic ient funds to  the paying  agent fo r such Preferred Stock o r o therwise has
adequate  Deposit Securities o r suffic ient funds on hand fo r the purpose o f such redemption; (B) the aggregate  principal amount o f the
Fund’s “senio r securities representing  indebtedness” (as that term is defined in the 1940 Act); and (C) the aggregate  principal amount
o f floating  rate  securities no t owned by the Fund that co rrespond to  the associated inverse floating  rate  securities owned by the Fund;
divided by the sum o f (A) the market value (determined in acco rdance with the Fund’s valuation procedures) o f the Fund’s to tal assets
(including  amounts attributable  to  senio r securities), less the amount o f the Fund’s accrued liabilities (o ther than
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liabilities fo r the aggregate  principal amount o f senio r securities representing  indebtedness, including  floating  rate  securities); and (B)
the aggregate  principal amount o f floating  rate  securities no t owned by the Fund that co rrespond to  the associated inverse floating  rate
securities owned by the Fund.
 
Redemption
 Term Redemption.    The Fund is required to  provide fo r the mandato ry redemption (the “Term Redemption”) o f all o f the Series
2015 MTP Shares on January 1, 2015 (the “Term Redemption Date”), at a redemption price equal to  the Liquidation Preference per
share plus an amount equal to  accumulated but unpaid dividends thereon (whether o r no t earned o r declared but excluding  interest
thereon) to  (but excluding ) the Term Redemption Date (the “Term Redemption Price”).
 

Mandatory Redemption for Asset Coverage and Effective Leverage Ratio.
 Asset Coverage.    If the Fund fails to  have Asset Coverage o f at least 225% as provided in the Statement and such failure  is no t
cured as o f the close o f business on the Asset Coverage Cure Date, the Fund will fix a redemption date  and proceed to  redeem the
number o f shares o f Preferred Stock as described below at a price per share equal to  the liquidation price per share o f the applicable
Preferred Stock, which in the case o f the MTP Shares is equal to  the Liquidation Preference per Share plus accumulated but unpaid
dividends and distributions thereon (whether o r no t earned o r declared but excluding  interest thereon) to  (but excluding ) the date  fixed
fo r redemption by the Board o f Trustees (the “Mandato ry Redemption Price”). The Fund will redeem out o f funds legally available  the
number o f shares o f Preferred Stock (which may include at the so le  option o f the Fund any number o r proportion o f MTP Shares) equal
to  the lesser o f (i) the minimum number o f shares o f Preferred Stock, the redemption o f which, if deemed to  have occurred
immediately prio r to  the opening  o f business on the Asset Coverage Cure Date, would result in the Fund having  Asset Coverage o f at
least 230% and (ii) the maximum number o f shares o f Preferred Stock that can be redeemed out o f funds expected to  be legally
available  in acco rdance with the Declaration o f Trust o f the Fund and applicable  law. No twithstanding  the fo rego ing  sentence, in the
event that shares o f Preferred Stock are  redeemed pursuant to  the Statement, the Fund may at its so le  option, but is no t required to ,
redeem a suffic ient number o f MTP Shares that, when aggregated with o ther shares o f Preferred Stock redeemed by the Fund, permits
the Fund to  have with respect to  the shares o f Preferred Stock (including  MTP Shares) remaining  outstanding  after such redemption,
Asset Coverage on such Asset Coverage Cure Date o f as much as 285%. The Fund will effect a redemption on the date  fixed by the
Fund, which date  will no t be later than 30 calendar days after the Asset Coverage Cure Date, except that if the Fund does no t have funds
legally available  fo r the redemption o f all o f the required number o f MTP Shares and o ther shares o f Preferred Stock which have been
designated to  be redeemed o r the Fund o therwise is unable  to  effect such redemption on o r prio r to  30 calendar days after the Asset
Coverage Cure Date, the Fund will redeem those MTP Shares and o ther shares o f Preferred Stock which it was unable  to  redeem on the
earliest practicable  date  on which it is able  to  effect such redemption.
 

If fewer than all o f the outstanding  MTP Shares are  to  be redeemed pursuant to  the Asset Coverage mandato ry redemption
provisions above, the MTP Shares to  be redeemed will be selected either (i) pro  rata among  MTP Shares, (ii) by lo t o r (iii) in such
o ther manner as the Board o f Trustees o f the Fund may determine to  be fair and equitable .
 

Effective Leverage Ratio.    If the Fund fails to  comply with the Effective Leverage Ratio  (as defined above) requirement as o f the
close o f business on any Business Day on which such compliance is determined and such failure  is no t cured as o f the close o f business
on the Effective Leverage Ratio  Cure Date, the Fund will within 30 days fo llowing  the Effective Leverage Ratio  Cure Date cause the
Fund to  have an Effective Leverage Ratio  o f 50% or less by (A) engag ing  in transactions invo lving  o r relating  to  the floating  rate
securities no t owned by the Fund and/o r the inverse floating  rate  securities owned by the Fund, including  the purchase, sale  o r
retirement thereo f, (B) redeeming  in acco rdance with the Fund’s Declaration o f Trust a suffic ient number o f shares o f Preferred Stock,
which at the Fund’s so le  option may include any number o r proportion o f MuniFund Term Preferred Shares, o r (C) engag ing  in any
combination o f the actions contemplated by clauses (A) and (B). Any MTP Shares so  redeemed will be redeemed at a price per share
equal to  the Mandato ry Redemption Price.
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On the Redemption Date fo r a redemption contemplated by clause (B) in the parag raph above, the Fund will no t redeem more than
the maximum number o f shares o f Preferred Stock that can be redeemed out o f funds expected to  be legally available  therefo r in
acco rdance with the Fund’s Declaration o f Trust and applicable  law. If the Fund is unable  to  redeem the required number o f MTP Shares
and o ther shares o f Preferred Stock which have been designated to  be redeemed in acco rdance with clause (B) in the parag raph above
due to  the unavailability o f legally available  funds, the Fund will redeem those MTP Shares and o ther shares o f Preferred Stock which it
was unable  to  redeem on the earliest practicable  date  on which it is able  to  effect such redemption.
 

If fewer than all o f the outstanding  MTP Shares are  to  be redeemed pursuant to  the Effective Leverage Ratio  mandato ry
redemption provisions above, the MTP Shares to  be redeemed will be selected either (A) pro  rata among  MTP Shares, (B) by lo t o r
(C) in such o ther manner as the Board o f Trustees o f the Fund may determine to  be fair and equitable .
 

Optional Redemption.    On any Business Day fo llowing  the expiration o f the Non-Call Period fo r MTP Shares o r on any Business
Day during  a Rating  Downgrade Period fo r MTP Shares, including  a Business Day during  the Non-Call Period fo r such MTP Shares (any
such Business Day, an “Optional Redemption Date”), the Fund may redeem in who le o r from time to  time in part outstanding  MTP
Shares, at a redemption price equal to  the Liquidation Preference, plus an amount equal to  all unpaid dividends and distributions
accumulated to  (but excluding ) the Optional Redemption Date (whether o r no t earned o r declared by the Fund, but excluding  interest
thereon), plus the applicable  Optional Redemption Premium per share (as calculated below) (the “Optional Redemption Price”). The
“Optional Redemption Premium” with respect to  each MTP Share will be an amount equal to :
 
 ·  if the Optional Redemption Date does no t occur during  a Rating  Downgrade Period but occurs on o r after January 1, 2011 and

prio r to  July 1, 2011, 1.00% of the Liquidation Preference;
 
 ·  if the Optional Redemption Date does no t occur during  a Rating  Downgrade Period but occurs on o r after July 1, 2011 and

prio r to  January 1, 2012, 0.5% o f the Liquidation Preference; o r
 
 ·  if the Optional Redemption Date either occurs during  a Rating  Downgrade Period o r occurs on o r after January 1, 2012, 0.00%

of the Liquidation Preference.
 

If fewer than all o f the outstanding  MTP Shares are  to  be redeemed pursuant to  the optional redemption provisions above, the
MTP Shares to  be redeemed will be selected either (i) pro  rata among  MTP Shares, (ii) by lo t o r (iii) in such o ther manner as the Board
of Trustees o f the Fund may determine to  be fair and equitable . Subject to  the provisions o f the Statement and applicable  law, the
Fund’s Board o f Trustees will have the full power and autho rity to  prescribe the terms and conditions upon which MTP Shares will be
redeemed from time to  time.
 

The Fund may no t on any date  deliver a no tice o f redemption to  redeem any MTP Shares pursuant to  the optional redemption
provisions described above unless on such date  the Fund has available  Deposit Securities fo r the Optional Redemption Date
contemplated by such no tice o f redemption having  a Market Value no t less than the amount (including  any applicable  premium) due to
ho lders o f MTP Shares by reason o f the redemption o f such MTP Shares on such Optional Redemption Date.
 

Redemption Procedures.    The Fund will file  a no tice o f its intention to  redeem with the Securities and Exchange Commission so
as to  provide the 30 calendar day no tice period contemplated by Rule 23c-2 under the 1940 Act, o r such sho rter no tice period as may
be permitted by the Securities and Exchange Commission o r its staff.
 

If the Fund shall determine o r be required to  redeem, in who le o r in part, MTP Shares, it will deliver a no tice o f redemption (a
“Notice o f Redemption”) by overnight delivery, by first c lass mail, postage prepaid o r by electronic  means to  the ho lders o f such
MTP Shares to  be redeemed, o r request the Redemption and Paying  Agent, on behalf o f the Fund, to  promptly do  so  by overnight
delivery, by first c lass mail o r by electronic  means.
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A Notice o f Redemption will be provided no t more than 45 calendar days prio r to  the date  fixed fo r redemption in such No tice o f
Redemption (the “Redemption Date”). Each No tice o f Redemption will state: (i) the Redemption Date; (ii) the number o f MTP Shares
to  be redeemed; (iii) the CUSIP number(s) o f such MTP Shares; (iv) the applicable  Redemption Price o f MTP Shares to  be redeemed
on a per share basis; (v) if applicable , the place o r places where the certificate(s) fo r such MTP Shares (properly endorsed o r assigned
fo r transfer, if the Board o f Trustees o f the Fund will so  require  and the No tice o f Redemption states) are  to  be surrendered fo r
payment o f the redemption price; (vi) that dividends on MTP Shares to  be redeemed will cease to  accumulate  from and after the
redemption date; and (vii) the provisions o f the Statement under which such redemption is made. If fewer than all MTP Shares held by
any ho lder are  to  be redeemed, the No tice o f Redemption mailed to  such ho lder shall also  specify the number o f MTP Shares to  be
redeemed from such ho lder o r the method o f determining  such number. The Fund may provide in any No tice o f Redemption relating  to
a redemption contemplated to  be effected pursuant to  a Statement that such redemption is subject to  one o r more conditions
precedent and that the Fund will no t be required to  effect such redemption unless each such condition has been satisfied. No  defect in
any No tice o f Redemption o r delivery thereo f will affect the validity o f redemption proceedings except as required by applicable  law.
 

If the Fund g ives a No tice o f Redemption, then at any time from and after the g iving  o f such No tice o f Redemption and prio r to
12:00 noon, New York City time, on the Redemption Date (so  long  as any conditions precedent to  such redemption have been met o r
waived by the Fund), the Fund will (i) deposit with the Redemption and Paying  Agent Deposit Securities having  an aggregate  Market
Value at the time o f deposit no  less than the redemption price o f the MTP Shares to  be redeemed on the Redemption Date and (ii) g ive
the Redemption and Paying  Agent irrevocable  instructions and autho rity to  pay the applicable  redemption price to  the ho lders o f MTP
Shares called fo r redemption on the Redemption Date. The Fund may direct the Redemption and Paying  Agent with respect to  the
investment o f any Deposit Securities consisting  o f cash so  deposited prio r to  the Redemption Date, provided that the proceeds o f any
such investment will be available  at the opening  o f business on the Redemption Date as same day funds. No twithstanding  the
fo rego ing , if the Redemption Date is the Term Redemption Date, then such deposit o f Deposit Securities (which may come in who le
o r in part from the Term Redemption Liquidity Account described below) will be made no  later than 15 calendar days prio r to  the Term
Redemption Date.
 

Upon the date  o f the deposit o f Deposit Securities by the Fund fo r purposes o f redemption o f MTP Shares, all rights o f the
ho lders o f MTP Shares so  called fo r redemption shall cease and terminate  except the right o f the ho lders thereo f to  receive the Term
Redemption Price, Mandato ry Redemption Price o r Optional Redemption Price thereo f, as applicable  (any o f the fo rego ing  referred to
herein as the “Redemption Price”), and such MTP Shares shall no  longer be deemed outstanding  fo r any purpose whatsoever (o ther
than the transfer thereo f prio r to  the applicable  Redemption Date and o ther than the accumulation o f dividends thereon in acco rdance
with the terms o f the MTP Shares up to  (but excluding ) the applicable  Redemption Date). The Fund will be entitled to  receive, promptly
after the Redemption Date, any Deposit Securities in excess o f the aggregate  Redemption Price o f MTP Shares called fo r redemption
on the Redemption Date. Any Deposit Securities so  deposited that are  unclaimed at the end o f 90 calendar days from the Redemption
Date will, to  the extent permitted by law, be repaid to  the Fund, after which the ho lders o f MTP Shares so  called fo r redemption shall
look only to  the Fund fo r payment o f the Redemption Price. The Fund will be entitled to  receive, from time to  time after the
Redemption Date, any interest on the Deposit Securities so  deposited.
 

On o r after a Redemption Date, each ho lder o f MTP Shares in certificated fo rm (if any) that are  subject to  redemption will
surrender the certificate(s) evidencing  such MTP Shares to  the Fund at the place designated in the No tice o f Redemption and will then
be entitled to  receive the Redemption Price, without interest, and in the case o f a redemption o f fewer than all MTP Shares represented
by such certificate(s), a new certificate  representing  MTP Shares that were no t redeemed.
 

Notwithstanding  the o ther redemption provisions described herein, except as o therwise required by law, the Fund will no t redeem
any MTP Shares unless all accumulated and unpaid dividends and distributions on all outstanding  MTP Shares and shares o f o ther series
o f Preferred Stock ranking  on a parity with the MTP Shares with respect to  dividends and distributions fo r all applicable  past dividend
periods (whether o r no t earned o r
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declared by the Fund) (x) shall have been o r are  contemporaneously paid o r (y) shall have been o r are  contemporaneously declared and
Deposit Securities o r suffic ient funds (in acco rdance with the terms o f such Preferred Stock) fo r the payment o f such dividends and
distributions shall have been o r are  contemporaneously deposited with the Redemption and Paying  Agent as set fo rth herein, provided
that the Fund will no t be prevented from the purchase o r acquisition o f outstanding  MTP Shares pursuant to  an o therwise lawful purchase
o r exchange o ffer made on the same terms to  ho lders o f all outstanding  MTP Shares and any o ther series o f Preferred Stock fo r which
all accumulated and unpaid dividends and distributions have no t been paid.
 

If any redemption fo r which a No tice o f Redemption has been provided is no t made by reason o f the absence o f legally available
funds o f the Fund in acco rdance with the Declaration o f Trust o f the Fund and applicable  law, such redemption shall be made as soon as
practicable  to  the extent such funds become available . No  Redemption Default will be deemed to  have occurred if the Fund has failed
to  deposit in trust with the Redemption and Paying  Agent the applicable  Redemption Price with respect to  any shares where (1) the
Notice o f Redemption relating  to  such redemption provided that such redemption was subject to  one o r more conditions precedent
and (2) any such condition precedent has no t been satisfied at the time o r times and in the manner specified in such No tice o f
Redemption. No twithstanding  the fact that a No tice o f Redemption has been provided with respect to  any MuniFund Term Preferred
Shares, dividends may be declared and paid on such MuniFund Term Preferred Shares in acco rdance with their terms if Deposit
Securities fo r the payment o f the Redemption Price o f such MuniFund Term Preferred Shares shall no t have been deposited in trust with
the Redemption and Paying  Agent fo r that purpose.
 

The Fund may, in its so le  discretion and without a shareho lder vo te , modify the redemption procedures with respect to
no tification o f redemption fo r the MTP Shares, provided that such modification does no t materially and adversely affect the ho lders o f
MTP Shares o r cause the Fund to  vio late  any applicable  law, rule  o r regulation.
 
Term Redemption Liquidity Account and Liquidity Requirement
 On o r prio r to  July 1, 2014  ( the “Liquidity Account Initial Date”), the Fund will cause its custodian to  seg regate , by means o f
appropriate  identification on its books and reco rds o r o therwise in acco rdance with its custodian’s no rmal procedures, from the o ther
assets o f the Fund (the “Term Redemption Liquidity Account”) Deposit Securities o r any o ther security o r investment owned by the
Fund that is rated no t less than A3 by Moody’s, A- by S&P, A- by Fitch o r an equivalent rating  by any o ther NRSRO (each a “Liquidity
Account Investment” and co llectively the “Liquidity Account Investments”) with a Market Value (as defined in the Statement) equal to
at least 110% of the Term Redemption Amount (as defined below) with respect to  such MTP Shares. The “Term Redemption
Amount” fo r MTP Shares is equal to  the Term Redemption Price to  be paid on the Term Redemption Date, based on the number o f
MTP Shares then outstanding , assuming  fo r this purpose that the Dividend Rate  in effect at the Liquidity Account Initial Date  will be the
Dividend Rate  in effect until the Term Redemption Date. If, on any date  after the Liquidity Account Initial Date , the aggregate  Market
Value o f the Liquidity Account Investments included in the Term Redemption Liquidity Account fo r MTP Shares as o f the close o f
business on any Business Day is less than 110% of the Term Redemption Amount, then the Fund will cause the custodian and NAM to
take all such necessary actions, including  seg regating  assets o f the Fund as Liquidity Account Investments, so  that the aggregate
Market Value o f the Liquidity Account Investments included in the Term Redemption Liquidity Account is at least equal to  110% of the
Term Redemption Amount no t later than the close o f business on the next succeeding  Business Day. With respect to  assets o f the Fund
segregated as Liquidity Account Investments with respect to  the MTP Shares, NAM, on behalf o f the Fund, will be entitled to  instruct
the custodian on any date  to  release any Liquidity Account Investments from such seg regation and to  substitute  therefo r o ther Liquidity
Account Investments no t so  seg regated, so  long  as (i) the assets o f the Fund seg regated as Liquidity Account Investments at the
close o f business on such date  have a Market Value (as defined in the Statement) equal to  110% of the Term Redemption Amount and
(ii) the assets o f the Fund seg regated as Deposit Securities at the close o f business on such date  have a Market Value equal to  the
Liquidity Requirement (if any) (as set fo rth below) that is applicable  to  such date . The Fund will cause the custodian no t to  permit any
lien, security interest o r encumbrance to  be created o r permitted to  exist on o r in
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respect o f any Liquidity Account Investments included in the Term Redemption Liquidity Account, o ther than liens, security interests o r
encumbrances arising  by operation o f law and any lien o f the custodian with respect to  the payment o f its fees o r repayment fo r its
advances.
 

The Market Value o f the Deposit Securities held in the Term Redemption Liquidity Account fo r the MTP Shares, from and after
the 15th day o f the calendar month that is the number o f months preceding  the month o f the Term Redemption Date specified in the
table  set fo rth below, will no t be less than the percentage o f the Term Redemption Amount fo r the MTP Shares set fo rth below
opposite  such number o f months (the “Liquidity Requirement”), but in all cases subject to  the cure provisions o f described below:
 

Numbe r of Months
Pre c e ding

  

Value  of De pos it
S e c uritie s  as  Pe rc e ntage

of T e rm Re de mption
Amount

 
5   20% 
4   40% 
3   60% 
2   80% 
1   100% 

 
If the aggregate  Market Value o f the Deposit Securities included in the Term Redemption Liquidity Account fo r the MTP Shares

as o f the close o f business on any Business Day is less than the Liquidity Requirement fo r such Business Day, then the Fund will cause
the seg regation o f additional o r substitute  Deposit Securities in respect o f the Term Redemption Liquidity Account, so  that the
aggregate  Market Value o f the Deposit Securities included in the Term Redemption Liquidity Account is at least equal to  the Liquidity
Requirement no t later than the close o f business on the next succeeding  Business Day.
 

The Deposit Securities included in the Term Redemption Liquidity Account may be applied by the Fund, in its discretion, towards
payment o f the Term Redemption Price. Upon the deposit by the Fund with the Redemption and Paying  Agent o f Deposit Securities
having  an initial combined Market Value suffic ient to  effect the redemption o f the MTP Shares on the Term Redemption Date, the
requirement o f the Fund to  maintain the Term Redemption Liquidity Account as described above will lapse and be o f no  further fo rce
and effect.
 
Liquidation Rights
 In the event o f any liquidation, disso lution o r winding  up o f the affairs o f the Fund, whether vo luntary o r invo luntary, the ho lders o f
MuniFund Term Preferred Shares will be entitled to  receive out o f the assets o f the Fund available  fo r distribution to  shareho lders, after
satisfying  claims o f credito rs but befo re any distribution o r payment shall be made in respect o f the common stock, a liquidation
distribution equal to  the Liquidation Preference o f $10 per share, plus an amount equal to  all unpaid dividends and distributions
accumulated to  (but excluding ) the date  fixed fo r such distribution o r payment (whether o r no t earned o r declared by the Fund, but
excluding  interest thereon), and such ho lders shall be entitled to  no  further partic ipation in any distribution o r payment in connection with
any such liquidation, disso lution o r winding  up.
 

If, upon any liquidation, disso lution o r winding  up o f the affairs o f the Fund, whether vo luntary o r invo luntary, the assets o f the
Fund available  fo r distribution among  the ho lders o f all MuniFund Term Preferred Shares, and any o ther outstanding  shares o f Preferred
Stock, shall be insuffic ient to  permit the payment in full to  such ho lders o f MuniFund Term Preferred Shares o f the Liquidation
Preference plus accumulated and unpaid dividends and distributions and the amounts due upon liquidation with respect to  such o ther
shares o f Preferred Stock, then the available  assets shall be distributed among  the ho lders o f such MuniFund Term Preferred Shares and
such o ther series o f Preferred Stock ratably in proportion to  the respective preferential liquidation amounts to  which they are  entitled. In
connection with any liquidation, disso lution o r winding  up o f the affairs o f the Fund whether vo luntary o r invo luntary, unless and until the
Liquidation Preference on each outstanding  MuniFund Term Preferred Share plus accumulated and unpaid dividends and distributions has
been paid in full to  the
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ho lders o f MuniFund Term Preferred Shares, no  dividends, distributions o r o ther payments will be made on, and no  redemption,
repurchase o r o ther acquisition by the Fund will be made by the Fund in respect o f, the common stock o f the Fund.
 

Neither the sale  o f all o r substantially all o f the property o r business o f the Fund, no r the merger, conso lidation o r reo rganization
of the Fund into  o r with any o ther business o r statuto ry trust, co rporation o r o ther entity, no r the merger, conso lidation o r
reo rganization o f any o ther business o r statuto ry trust, co rporation o r o ther entity into  o r with the Fund will be a disso lution, liquidation
or winding  up, whether vo luntary o r invo luntary, fo r purposes o f the provisions relating  to  liquidation set fo rth in the Statement.
 
Voting  Rights
 Except as o therwise provided in the Fund’s Declaration o f Trust, the Statement, o r as o therwise required by applicable  law, each
ho lder o f MTP Shares will be entitled to  one vo te  fo r each MTP Share held by such ho lder on each matter submitted to  a vo te  o f
shareho lders o f the Fund and the ho lders o f outstanding  shares o f Preferred Stock, including  the MTP Shares, will vo te  together with
ho lders o f shares o f common stock o f the Fund as a sing le  class. Under applicable  rules o f the New York Stock Exchange, the Fund is
currently required to  ho ld annual meetings o f shareho lders.
 

In addition, the ho lders o f outstanding  shares o f Preferred Stock, including  the MTP Shares, will be entitled, as a c lass, to  the
exclusion o f the ho lders o f all o ther securities and classes o f common stock o f the Fund, to  elect two  trustees o f the Fund at all times.
The ho lders o f outstanding  shares o f common stock and Preferred Stock, including  MTP Shares, vo ting  together as a sing le  class, will
e lect the balance o f the trustees o f the Fund.
 

Notwithstanding  the fo rego ing , if (i) at the close o f business on any dividend payment date  fo r dividends on any outstanding  share
o f Preferred Stock, including  any outstanding  MuniFund Term Preferred Shares, accumulated dividends (whether o r no t earned o r
declared) on the shares o f Preferred Stock, including  the MTP Shares, equal to  at least two  full year’s dividends shall be due and unpaid
and suffic ient cash o r specified securities shall no t have been deposited with the Redemption and Paying  Agent o r o ther applicable
paying  agent fo r the payment o f such accumulated dividends; o r (ii) at any time ho lders o f any shares o f Preferred Stock are  entitled
under the 1940 Act to  elect a majo rity o f the trustees o f the Fund (a period when either o f the fo rego ing  conditions exists, a “Vo ting
Period”), then the number o f members constituting  the Board o f Trustees o f the Fund will automatically be increased by the smallest
number that, when added to  the two  trustees elected exclusively by the ho lders o f shares o f Preferred Stock, including  the MTP
Shares, as described above, would constitute  a majo rity o f the Board as so  increased by such smallest number; and the ho lders o f the
shares o f Preferred Stock, including  the MTP Shares, will be entitled as a c lass on a one-vo te-per-share basis, to  e lect such additional
trustees. The terms o f o ffice  o f the persons who  are  trustees at the time o f that e lection will no t be affected by the election o f the
additional trustees. If the Fund thereafter shall pay, o r declare  and set apart fo r payment, in full all dividends payable  on all outstanding
shares o f Preferred Stock, including  MTP Shares, fo r all past dividend periods, o r the Vo ting  Period is o therwise terminated, (i) the
vo ting  rights stated above shall cease, subject always, however, to  the revesting  o f such vo ting  rights in the ho lders o f shares o f
Preferred Stock upon the further occurrence o f any o f the events described herein, and (ii) the terms o f o ffice  o f all o f the additional
trustees so  elected will terminate  automatically. Any Preferred Stock, including  MTP Shares, issued after the date  hereo f will vo te  with
MTP Shares as a sing le  class on the matters described above, and the issuance o f any o ther Preferred Stock, including  MTP Shares, by
the Fund may reduce the vo ting  power o f the ho lders o f MTP Shares.
 

As soon as practicable  after the accrual o f any right o f the ho lders o f shares o f Preferred Stock to  elect additional trustees as
described above, the Fund will call a special meeting  o f such ho lders and no tify the Redemption and Paying  Agent and/o r such o ther
person as is specified in the terms o f such Preferred Stock to  receive no tice, (i) by mailing  o r delivery by electronic  means o r (ii) in
such o ther manner and by such o ther means as are  specified in the terms o f such Preferred Stock, a no tice o f such special meeting  to
such ho lders, such meeting  to  be held no t less than 10 no r more than 30 calendar days after the date  o f the delivery by electronic
means o r mailing  o f such no tice. If the Fund fails to  call such a special meeting , it may be called at the
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expense o f the Fund by any such ho lder on like no tice. The reco rd date  fo r determining  the ho lders o f shares o f Preferred Stock
entitled to  no tice o f and to  vo te  at such special meeting  shall be the close o f business on the fifth Business Day preceding  the calendar
day on which such no tice is mailed. At any such special meeting  and at each meeting  o f ho lders o f shares o f Preferred Stock held
during  a Vo ting  Period at which trustees are  to  be elected, such ho lders, vo ting  together as a c lass (to  the exclusion o f the ho lders o f
all o ther securities and classes o f capital stock o f the Fund), will be entitled to  elect the number o f additional trustees prescribed above
on a one-vo te-per-share basis.
 

Except as o therwise permitted by the terms o f the Statement, so  long  as any MuniFund Term Preferred Shares are  outstanding ,
the Fund will no t, without the affirmative vo te  o r consent o f the ho lders o f at least a majo rity o f MuniFund Term Preferred Shares o f all
series outstanding  at the time, vo ting  as a separate  c lass, amend, alter o r repeal the provisions o f the Declaration o f Trust o r the
Statement, whether by merger, conso lidation o r o therwise, so  as to  materially and adversely affect any preference, right o r power o f
the MuniFund Term Preferred Shares o r the ho lders thereo f; provided, however, that (i) a change in the capitalization o f the Fund as
described under the heading  “—Issuance o f Additional Preferred Stock” will no t be considered to  materially and adversely affect the
rights and preferences o f MuniFund Term Preferred Shares, and (ii) a division o f a MuniFund Term Preferred Share will be deemed to
affect such preferences, rights o r powers only if the terms o f such division materially and adversely affect the ho lders o f MuniFund
Term Preferred Shares. Fo r purposes o f the fo rego ing , no  matter shall be deemed to  adversely affect any preference, right o r power
o f a MuniFund Term Preferred Share o f such Series o r the ho lder thereo f unless such matter (i) alters o r abo lishes any preferential right
o f such MuniFund Term Preferred Share, o r (ii) creates, alters o r abo lishes any right in respect o f redemption o f such MuniFund Term
Preferred Share (o ther than as a result o f a division o f a MuniFund Term Preferred Share). So  long  as any MuniFund Term Preferred
Shares are  outstanding , the Fund will no t, without the affirmative vo te  o r consent o f at least 66 /3% of the ho lders o f MuniFund Term
Preferred Shares outstanding  at the time, vo ting  as a separate  c lass, file  a vo luntary application fo r re lief under federal bankruptcy law
or any similar application under state  law fo r so  long  as the Fund is so lvent and does no t fo resee becoming  inso lvent.
 

Except as o therwise permitted by the terms o f the Statement, so  long  as any MTP Shares are  outstanding , the Fund will no t,
without the affirmative vo te  o r consent o f the ho lders o f at least a majo rity o f the MTP Shares outstanding  at the time, vo ting  as a
separate  c lass, amend, alter o r repeal the provisions o f the appendix to  the Statement relating  to  the MTP Shares, whether by merger,
conso lidation o r o therwise, so  as to  materially and adversely affect any preference, right o r power set fo rth in such appendix o f the
MTP Shares o r the ho lders thereo f; provided, however, that (i) a change in the capitalization o f the Fund as described under the heading
“—Issuance o f Additional Preferred Stock” will no t be considered to  materially and adversely affect the rights and preferences o f the
MTP Shares, and (ii) a division o f an MTP Share will be deemed to  affect such preferences, rights o r powers only if the terms o f such
division materially and adversely affect the ho lders o f the MTP Shares; and provided, further, that no  amendment, alteration o r repeal
o f the obligations o f the Fund to  (x) pay the Term Redemption Price on the Term Redemption Date fo r the MTP Shares o r
(y) accumulate  dividends at the Dividend Rate  fo r the MTP Shares will be effected without, in each case, the prio r unanimous vo te  o r
consent o f the ho lders o f the MTP Shares. Fo r purposes o f the fo rego ing , no  matter shall be deemed to  adversely affect any
preference, right o r power o f a MTP Share o r the ho lder thereo f unless such matter (i) alters o r abo lishes any preferential right o f such
MTP Share, o r (ii) creates, alters o r abo lishes any right in respect o f redemption o f such MTP Share.
 

Unless a higher percentage is provided fo r in the Declaration o f Trust o f the Fund, (i) the affirmative vo te  o f the ho lders o f at
least a “majo rity o f the shares o f Preferred Stock,” including  the MuniFund Term Preferred Shares outstanding  at the time, vo ting  as a
separate  c lass, will be required to  approve any conversion o f the Fund from a closed-end to  an open-end investment company, (ii) to
approve any plan o f “reo rganization” (as such term is defined in Section 2(a)(33) o f the 1940 Act) adversely affecting  such shares o f
Preferred Stock o r (iii) to  approve any o ther action requiring  a vo te  o f security ho lders o f the Fund under Section 13(a) o f the 1940
Act. Fo r purposes o f the fo rego ing , the vo te  o f a “majo rity o f the outstanding  shares o f Preferred Stock” means the vo te  at an annual
o r special meeting  duly called o f (i) 67% or more o f such shares present at a meeting , if the
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ho lders o f more than 50% of such shares are  present o r represented by proxy at such meeting , o r (ii) more than 50% of such shares,
whichever is less.
 

For purposes o f determining  any rights o f the ho lders o f MTP Shares to  vo te  on any matter, whether such right is created by the
Statement, by the provisions o f the Declaration o f Trust, by statute  o r o therwise, no  ho lder o f MTP Shares will be entitled to  vo te  any
MTP Shares and no  MTP Shares will be deemed to  be “outstanding” fo r the purpose o f vo ting  o r determining  the number o f shares
required to  constitute  a quorum if, prio r to  o r concurrently with the time o f determination o f shares entitled to  vo te  o r the time o f the
actual vo te  on the matter, as the case may be, the requisite  No tice o f Redemption with respect to  such MTP Shares will have been
g iven in acco rdance with the Statement, and the Redemption Price fo r the redemption o f such MTP Shares will have been irrevocably
deposited with the Redemption and Paying  Agent fo r that purpose. No  MTP Shares held by the Fund will have any vo ting  rights o r be
deemed to  be outstanding  fo r vo ting  o r fo r calculating  the vo ting  percentage required on any o ther matter o r o ther purposes.
 

Notwithstanding  anything  herein to  the contrary, the Rating  Agency Guidelines discussed below, as they may be amended from
time to  time by the respective Rating  Agency, may be amended by the respective Rating  Agency without the vo te , consent o r
approval o f the Fund, the Board o f Trustees o f the Fund and any ho lder o f shares o f Preferred Stock, including  any MTP Shares, o r any
o ther shareho lder o f the Fund.
 

Unless o therwise required by law o r the Declaration o f Trust, ho lders o f MTP Shares will no t have any relative rights o r
preferences o r o ther special rights with respect to  vo ting  o ther than those specifically set fo rth in the “Voting  Rights” section o f the
Statement. The ho lders o f MTP Shares will have no  rights to  cumulative vo ting . In the event that the Fund fails to  declare  o r pay any
dividends on MTP Shares, the exclusive remedy o f the ho lders will be the right to  vo te  fo r additional trustees as discussed above;
provided that the fo rego ing  does no t affect the obligation o f the Fund to  accumulate  and, if permitted by applicable  law and the
Statement, pay dividends at the Default Rate  as discussed above.
 
Rating  Agencies
 The Fund will use commercially reasonable  effo rts to  cause at least one Rating  Agency to  issue a credit rating  with respect to
MTP Shares fo r so  long  as such MTP Shares are  outstanding  (which credit rating  may consist o f a credit rating  on the MuniFund Term
Preferred Shares generally o r the Preferred Stock generally). “Rating  Agency” means any o f Moody’s, S&P o r Fitch, as designated by
the Board o f Trustees from time to  time to  be a Rating  Agency fo r purposes o f the Statement. The Board o f Trustees has initially
designated Moody’s, S&P and Fitch to  be Rating  Agencies. The Fund will use commercially reasonable  effo rts to  comply with any
applicable  Rating  Agency Guidelines. Rating  Agency Guidelines are  guidelines o f any Rating  Agency, as they may be amended o r
modified from time to  time, compliance with which is required to  cause such Rating  Agency to  continue to  issue a rating  with respect
to  MTP Shares fo r so  long  as such MTP Shares are  outstanding . The Board o f Trustees may elect to  terminate  the designation o f any
Rating  Agency previously designated by the Board o f Trustees to  act as a Rating  Agency fo r purposes o f the Statement (provided that
at least one Rating  Agency continues to  maintain a rating  with respect to  the MTP Shares), and may elect to  replace any Rating  Agency
previously designated as a Rating  Agency by the Board o f Trustees with any o ther Rating  Agency no t so  designated at such time, if
such replacement Rating  Agency has at the time o f such replacement (i) issued a rating  fo r the MTP Shares and (ii) entered into  an
agreement with the Fund to  continue to  issue such rating  subject to  the Rating  Agency’s customary conditions. A copy o f the current
Rating  Agency Guidelines will be provided to  any ho lder o f MTP Shares promptly upon request therefo r made by such ho lder to  the
Fund by writing  the Fund at 333 West Wacker Dr., Chicago , Illino is 60606.
 
Issuance o f Additional Preferred Stock
 So  long  as any MTP Shares are  outstanding , the Fund may, without the vo te  o r consent o f the ho lders thereo f, autho rize, establish
and create  and issue and sell shares o f one o r more series o f a c lass o f senio r securities o f the Fund representing  stock under
Section 18 o f the 1940 Act, ranking  on a parity with MuniFund
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Term Preferred Shares as to  payment o f dividends and distributions o f assets upon disso lution, liquidation o r the winding  up o f the
affairs o f the Fund, in addition to  then outstanding  MTP Shares, including  additional series o f MuniFund Term Preferred Shares, and
autho rize, issue and sell additional shares o f any such series o f Preferred Stock then outstanding  o r so  established and created,
including  additional MTP Shares, in each case in acco rdance with applicable  law, provided that the Fund will, immediately after g iving
effect to  the issuance o f such additional Preferred Stock and to  its receipt and application o f the proceeds thereo f, including  to  the
redemption o f Preferred Stock with such proceeds, have Asset Coverage o f at least 225%.
 
Actions on Other than Business Days
 Unless o therwise provided herein o r in the Statement, if the date  fo r making  any payment, perfo rming  any act o r exercising  any
right is no t a Business Day, such payment will be made, act perfo rmed o r right exercised on the next succeeding  Business Day, with the
same fo rce and effect as if made o r done on the nominal date  provided therefo r, and, with respect to  any payment so  made, no
dividends, interest o r o ther amount will accrue fo r the period between such nominal date  and the date  o f payment.
 
Modification
 The Board o f Trustees, without the vo te  o f the ho lders o f MTP Shares, may interpret, supplement o r amend the provisions o f the
Statement o r any appendix thereto  to  supply any omission, reso lve any inconsistency o r ambiguity o r to  cure, co rrect o r supplement
any defective o r inconsistent provision, including  any provision that becomes defective after the date  hereo f because o f impossibility
o f perfo rmance o r any provision that is inconsistent with any provision o f any o ther Preferred Stock o f the Fund.
 

THE FUND’S INVESTMENTS
 
Investment Objectives and Po licies
 The Fund’s investment objectives are:
 
 ·  to  provide current income exempt from regular federal, New York State  and New York City income tax; and
 
 ·  to  enhance po rtfo lio  value relative to  the municipal bond market by investing  in tax-exempt municipal bonds that the Fund’s

investment adviser believes are  underrated o r undervalued o r that represent municipal market secto rs that are  undervalued.
 

A portion o f the dividends from MTP Shares may be subject to  the federal alternative minimum tax.
 

Under no rmal c ircumstances, the Fund will invest at least 80% of its Managed Assets (as defined below) in municipal securities
and o ther related investments, the income from which is exempt from regular federal, New York State  and New York City income
taxes. Under no rmal c ircumstances, the Fund will invest at least 80% of its Managed Assets in investment g rade securities that, at the
time o f investment, are  rated within the four highest g rades (Baa o r BBB o r better) by at least one NRSRO or are  unrated but judged to
be comparable  quality by NAM. The Fund may invest up to  20% of its Managed Assets in municipal securities that at the time o f
investment are  rated below investment g rade o r are  unrated but judged to  be o f comparable  quality by NAM. Not more than 10% of
the Fund’s Managed Assets may be invested in municipal securities rated below B3/B- o r that are  unrated but judged to  be o f
comparable  quality by NAM. Securities o f below investment g rade quality are  regarded as having  predominately speculative
characteristics with respect to  capacity to  pay interest and repay principal, and are  commonly referred to  as junk bonds. Managed
Assets are  net assets, including  assets attributable  to  any principal amount o f any bo rrowings (including  the issuance o f commercial
paper o r no tes) and any Preferred Stock (as defined herein) outstanding . The fo rego ing  credit quality po lic ies apply only at the time a
security is purchased, and the Fund is no t required to  dispose o f a security in the event that a rating  agency downgrades its assessment
o f the credit characteristics o f a particular issue. In determining  whether to  retain o r sell such a security, NAM may consider such
facto rs as NAM’s assessment o f the credit quality o f the issuer o f
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such security, the price at which such security could be so ld and the rating , if any, assigned to  such security by o ther rating  agencies. A
general description o f Moody’s, S&P’s and Fitch’s ratings o f municipal securities is set fo rth in Appendix B to  the SAI. The Fund may
also  invest in securities o f o ther open- o r c losed-end investment companies that invest primarily in municipal bonds o f the types in
which the Fund may invest directly.
 

The Fund may purchase municipal bonds that are  additionally secured by insurance, bank credit ag reements, o r escrow accounts.
The credit quality o f companies which provide such credit enhancements will affect the value o f those securities. Although the
insurance feature  reduces certain financial risks, the premiums fo r insurance and the higher market price paid fo r insured obligations may
reduce the Fund’s income. Insurance generally will be obtained from insurers with a c laims-paying  ability rated AA o r better by an
NRSRO at the time o f purchase. The insurance feature  does no t guarantee the market value o f the insured obligations o r the net asset
value o f the common shares.
 

Underrated municipal securities are  those municipal securities whose ratings do  no t, in NAM’s opinion, reflect their true value.
They may be underrated because o f the time that has elapsed since their last ratings, o r because rating  agencies have no t fully taken
into  account positive facto rs, o r fo r o ther reasons. Undervalued municipal securities are  those securities that, in NAM’s opinion, are
worth more than their market value. They may be undervalued because there  is a temporary excess o f supply in that particular secto r
(such as hospital bonds, o r bonds o f a particular municipal issuer). NAM may buy such a security even if the value o f that security is
consistent with the value o f o ther securities in that secto r. Municipal securities also  may be undervalued because there  has been a
general decline in the market price o f municipal securities fo r reasons that do  no t apply to  the particular municipal securities that NAM
considers undervalued. NAM believes that the prices o f these municipal securities should ultimately reflect their true value.
 

The Fund also  may invest up to  15% of its net assets in inverse floating  rate  securities. The economic effect o f leverage through
the Fund’s purchase o f inverse floating  rate  securities creates an opportunity fo r increased net income and returns, but also  creates the
possibly that the Fund’s long-term returns will be diminished if the cost o f leverage exceeds the return on the inverse floating  rate
securities purchased by the Fund.
 

During  temporary defensive periods and in o rder to  keep the Fund’s cash fully invested, the Fund may invest up to  100% of its net
assets in sho rt-term investments including  high quality, sho rt-term securities that may be either tax exempt o r taxable . The Fund intends
to  invest in taxable  sho rt-term investments only in the event that suitable  tax-exempt sho rt-term investments are  no t available  at
reasonable  prices and yields. Investment in taxable  sho rt-term investments would result in a po rtion o f your dividends being  subject to
regular federal income taxes. Fo r more info rmation, see the SAI.
 

The Fund canno t change its investment objectives without the approval o f the ho lders o f a majo rity o f the outstanding  shares o f
common shares and Preferred Stock, vo ting  together, and o f the ho lders o f a majo rity o f the outstanding  Preferred Stock, vo ting
separately. Fo r this purpose, “a majo rity o f the outstanding  shares” means the vo te  o f (1) 67% or more o f the shares present at a
meeting , if the ho lders o f more than 50% of the shares are  present o r represented by proxy; o r (2) more than 50% of the shares,
whichever is less.
 

The Fund is diversified fo r purposes o f the 1940 Act. Consequently, as to  75% of its assets, the Fund may no t invest more than
5% of its to tal assets in the securities o f any sing le  issuer.
 

See Appendix A to  this prospectus fo r a general description o f the economic and credit characteristics o f municipal issuers in
New York.
 
Certain Trading  Strateg ies o f the Fund
 When-Issued and Delayed Delivery Transactions.    The Fund may buy and sell municipal securities on a when-issued o r delayed
delivery basis, making  payment o r taking  delivery at a later date , no rmally within 15 to  45 days o f the trade date . On such transactions,
the payment obligation and the interest rate  are  fixed at the time the purchaser enters into  the commitment. Beg inning  on the date  the
Fund enters into  a commitment to  purchase
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securities on a when-issued o r delayed delivery basis, the Fund is required under the rules o f the Securities and Exchange Commission
to  maintain in a separate  account liquid assets, consisting  o f cash, cash equivalents o r liquid securities having  a market value at all times
o f at least equal to  the amount o f any delayed payment commitment. Income generated by any such assets which provide taxable
income fo r federal income tax purposes is includable  in the taxable  income o f the Fund and, to  the extent distributed, will be taxable
distributions to  shareho lders. The commitment to  purchase securities on a when-issued o r delayed delivery o r fo rward basis may
invo lve an element o f risk because no  interest accrues on the bonds prio r to  settlement and at the time o f delivery the market value
may be less than their cost.
 

Portfolio Turnover.    The Fund may buy and sell municipal securities to  accomplish its investment objectives in relation to  actual
and antic ipated changes in interest rates. The Fund also  may sell one municipal security and buy ano ther o f comparable  quality at about
the same time to  take advantage o f what NAM believes to  be a temporary price disparity between the two  bonds that may result from
imbalanced supply and demand. The Fund also  may engage in a limited amount o f sho rt-term trading , consistent with its investment
objectives. The Fund may sell securities in antic ipation o f a market decline (a rise  in interest rates) o r buy securities in antic ipation o f a
market rise  (a decline in interest rates) and later sell them, but the Fund will no t engage in trading  so lely to  recognize a gain. The Fund
will attempt to  achieve its investment objectives by prudently selecting  municipal securities with a view to  ho lding  them fo r investment.
Although the Fund canno t accurately predict its annual po rtfo lio  turnover rate , the Fund expects, though it canno t guarantee, that its
annual po rtfo lio  turnover rate  generally will no t exceed 100% under no rmal c ircumstances. Fo r the fiscal year ended September 30,
2009, the Fund’s po rtfo lio  turnover rate  was 4%. There are  no  limits on the rate  o f po rtfo lio  turnover, and investments may be so ld
without regard to  leng th o f time held when investment considerations warrant such action. A higher po rtfo lio  turnover rate  results in
co rresponding ly g reater brokerage commissions and o ther transactional expenses that are  bo rne by the Fund. In addition, high
portfo lio  turnover may result in the realization o f net sho rt term capital gains by the Fund which, when distributed to  shareho lders, will be
taxable  as o rdinary income.
 

PORTFOLIO COMPOSITION
 
Municipal Securities
 General.    The Fund may invest in various municipal securities, including  municipal bonds and no tes and o ther securities issued to
finance and refinance public  pro jects, and o ther related securities that provide fo r the payment o f income that is exempt from regular
federal income tax.
 

States, local governments and municipalities issue municipal securities to  raise  money fo r public  purposes such as building  public
facilities, refinancing  outstanding  obligations, and financing  internal operating  expenses. Municipal securities are  generally either
general obligation bonds, which are  backed by the full faith and credit o f the issuer and may be repaid from any revenue source, o r
revenue bonds, which may be repaid only from the revenues o f a specific  facility o r source. The Fund also  may buy municipal
securities that represent interests in lease obligations. These securities carry special risks because the issuer may no t be required to
appropriate  money annually to  make payments under the lease. To  reduce this risk, the Fund will only buy these securities where the
issuer has a strong  incentive to  continue making  appropriations until the municipal security matures. The Fund does no t have any limits
on investing  in lease obligations that do  no t contain a “non-appropriation” clause. The Fund may invest no  more than 10% of its net
assets in municipal securities issued by U.S. possessions o r territo ries, which pay interest exempt from regular federal income tax.
 

The Fund may buy municipal securities that pay a variable  o r floating  rate  o f interest that changes with changes in specified market
rates o r indices, such as a bank prime rate  o r a tax-exempt money market index.
 

The municipal securities in which the Fund will invest are  generally issued by the State  o f New York, a c ity o f New York, o r a
po litical subdivision o f such state  o r c ity, and pay interest that, in the opinion o f bond counsel
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to  the issuer (o r on the basis o f o ther autho rity believed by NAM to  be reliable), is exempt from regular federal and New York State
and New York City income taxes, although the interest may be subject to  the federal alternative minimum tax. The Fund may invest in
municipal securities issued by U.S. territo ries (such as Puerto  Rico  o r Guam) that are  exempt from regular federal, New York State  and
New York City income taxes.
 

Yields on municipal securities depend on many facto rs, including  the condition o f the general money market and the municipal
security market, the size o f a particular o ffering , and the maturity and rating  o f a particular municipal security. Moody’s, S&P’s and
Fitch’s ratings represent their opinions o f the quality o f a particular municipal security, but these ratings are  general and are  no t abso lute
quality standards. Therefo re, municipal securities with the same maturity, coupon, and rating  may have different yields, while  municipal
securities with the same maturity and coupon and different ratings may have the same yield. The market value o f municipal securities
will vary with changes in interest rates and in the ability o f their issuers to  make interest and principal payments.
 

Obligations o f municipal security issuers are  subject to  bankruptcy, inso lvency, and o ther laws affecting  the rights and remedies
o f credito rs. These obligations also  may be subject to  future  federal o r state  laws o r referenda that extend the time to  payment o f
interest and/o r principal, o r that constrain the enfo rcement o f these obligations o r the power o f municipalities to  levy taxes. Leg islation
or o ther conditions may materially affect the power o f a municipal security issuer to  pay interest and/o r principal when due.
 

Municipal Leases and Certificates of Participation.    The Fund may purchase municipal securities that represent lease obligations
and certificates o f partic ipation in such leases. These carry special risks because the issuer o f the securities may no t be obligated to
appropriate  money annually to  make payments under the lease. A municipal lease is an obligation in the fo rm o f a lease o r installment
purchase that is issued by a state  o r local government to  acquire  equipment and facilities. Income from such obligations generally is
exempt from state  and local taxes in the state  o f issuance. Leases and installment purchase o r conditional sale  contracts (which
normally provide fo r title  to  the leased asset to  pass eventually to  the governmental issuer) have evo lved as a means fo r governmental
issuers to  acquire  property and equipment without meeting  the constitutional and statuto ry requirements fo r the issuance o f debt. The
debt issuance limitations are  deemed to  be inapplicable  because o f the inclusion in many leases o r contracts o f “non-appropriation”
clauses that re lieve the governmental issuer o f any obligation to  make future  payments under the lease o r contract unless money is
appropriated fo r such purpose by the appropriate  leg islative body on a yearly o r o ther periodic  basis. In addition, such leases o r
contracts may be subject to  the temporary abatement o f payments in the event the issuer is prevented from maintaining  occupancy o f
the leased premises o r utiliz ing  the leased equipment o r facilities. Although the obligations may be secured by the leased equipment o r
facilities, the disposition o f the property in the event o f non-appropriation o r fo reclosure might prove difficult, time consuming  and
costly, and result in a delay in recovering , o r the failure  to  recover fully, the Fund’s o rig inal investment. To  the extent that the Fund
invests in unrated municipal leases o r partic ipates in such leases, the credit quality rating  and risk o f cancellation o f such unrated leases
will be monito red on an ongo ing  basis. In o rder to  reduce this risk, the Fund will only purchase municipal securities representing  lease
obligations where NAM believes the issuer has a strong  incentive to  continue making  appropriations until maturity.
 

A certificate  o f partic ipation represents an undivided interest in an unmanaged poo l o f municipal leases, an installment purchase
ag reement o r o ther instruments. The certificates are  typically issued by a municipal agency, a trust o r o ther entity that has received an
assignment o f the payments to  be made by the state  o r po litical subdivision under such leases o r installment purchase ag reements.
Such certificates provide the Fund with the right to  a pro  rata undivided interest in the underlying  municipal securities. In addition, such
partic ipations generally provide the Fund with the right to  demand payment, on no t more than seven days’ no tice, o f all o r any part o f
the Fund’s partic ipation interest in the underlying  municipal securities, plus accrued interest.
 

Municipal Notes.    Municipal securities in the fo rm o f no tes generally are  used to  provide fo r sho rt-term capital needs, in
anticipation o f an issuer’s receipt o f o ther revenues o r financing , and typically have maturities o f
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up to  three years. Such instruments may include tax antic ipation no tes, revenue antic ipation no tes, bond antic ipation no tes, tax and
revenue antic ipation no tes and construction loan no tes. Tax antic ipation no tes are  issued to  finance the working  capital needs o f
governments. Generally, they are  issued in antic ipation o f various tax revenues, such as income, sales, property, use and business
taxes, and are  payable  from these specific  future  taxes. Revenue antic ipation no tes are  issued in expectation o f receipt o f o ther kinds
o f revenue, such as federal revenues available  under federal revenue sharing  programs. Bond antic ipation no tes are  issued to  provide
interim financing  until long-term bond financing  can be arranged. In most cases, the long-term bonds then provide the funds needed fo r
repayment o f the bond antic ipation no tes. Tax and revenue antic ipation no tes combine the funding  sources o f bo th tax antic ipation
no tes and revenue antic ipation no tes. Construction loan no tes are  so ld to  provide construction financing . Mortgage no tes insured by
the Federal Housing  Authority secure these no tes; however, the proceeds from the insurance may be less than the economic equivalent
o f the payment o f principal and interest on the mortgage no te  if there  has been a default. The antic ipated revenues from taxes, g rants
o r bond financing  generally secure the obligations o f an issuer o f municipal no tes. An investment in such instruments, however,
presents a risk that the antic ipated revenues will no t be received o r that such revenues will be insuffic ient to  satisfy the issuer’s payment
obligations under the no tes o r that refinancing  will be o therwise unavailable .
 

Pre-Refunded Municipal Securities.    The principal o f, and interest on, pre-refunded municipal securities are  no  longer paid from
the o rig inal revenue source fo r the securities. Instead, the source o f such payments is typically an escrow fund consisting  o f U.S.
Government securities. The assets in the escrow fund are  derived from the proceeds o f refunding  bonds issued by the same issuer as
the pre-refunded municipal securities. Issuers o f municipal securities use this advance refunding  technique to  obtain more favorable
terms with respect to  securities that are  no t yet subject to  call o r redemption by the issuer. Fo r example, advance refunding  enables an
issuer to  refinance debt at lower market interest rates, restructure  debt to  improve cash flow o r e liminate  restric tive covenants in the
indenture o r o ther governing  instrument fo r the pre-refunded municipal securities. However, except fo r a change in the revenue source
from which principal and interest payments are  made, the pre-refunded municipal securities remain outstanding  on their o rig inal terms
until they mature o r are  redeemed by the issuer.
 

Private Activity Bonds.    Private  activity bonds, fo rmerly referred to  as industrial development bonds, are  issued by o r on behalf
o f public  autho rities to  obtain funds to  provide privately operated housing  facilities, airpo rt, mass transit o r po rt facilities, sewage
disposal, so lid waste  disposal o r hazardous waste  treatment o r disposal facilities and certain local facilities fo r water supply, gas o r
electric ity. Other types o f private  activity bonds, the proceeds o f which are  used fo r the construction, equipment, repair o r
improvement o f privately operated industrial o r commercial facilities, may constitute  municipal securities, although the current federal
tax laws place substantial limitations on the size o f such issues.
 

Inverse Floating Rate Securities.    Inverse floating  rate  securities (sometimes referred to  as “inverse floaters”) are  securities
whose interest rates bear an inverse relationship to  the interest rate  on ano ther security o r the value o f an index. Generally, inverse
floating  rate  securities represent beneficial interests in a special purpose trust fo rmed by a third party sponso r fo r the purpose o f
ho lding  municipal bonds. The special purpose trust typically sells two  classes o f beneficial interests o r securities: floating  rate
securities (sometimes referred to  as sho rt-term floaters o r tender option bonds) and inverse floating  rate  securities (sometimes
referred to  as inverse floaters o r residual interest securities). Bo th classes o f beneficial interests are  represented by certificates. The
short-term floating  rate  securities have first prio rity on the cash flow from the municipal bonds held by the special purpose trust.
Typically, a third party, such as a bank, broker-dealer o r o ther financial institution, g rants the floating  rate  security ho lders the option, at
periodic  intervals, to  tender their securities to  the institution and receive the face value thereo f. As consideration fo r providing  the
option, the financial institution receives periodic  fees. The ho lder o f the sho rt-term floater effectively ho lds a demand obligation that
bears interest at the prevailing  sho rt-term, tax-exempt rate . However, the institution g ranting  the tender option will no t be obligated to
accept tendered sho rt-term floaters in the event o f certain defaults o r a significant downgrade in the credit rating  assigned to  the bond
issuer. Fo r its inverse floating  rate  investment, the Fund receives the residual cash
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flow from the special purpose trust. Because the ho lder o f the sho rt-term floater is generally assured liquidity at the face value o f the
security, the Fund as the ho lder o f the inverse floater assumes the interest rate  cash flow risk and the market value risk associated with
the municipal bond deposited into  the special purpose trust. The vo latility o f the interest cash flow and the residual market value will
vary with the deg ree to  which the trust is leveraged. This is expressed in the ratio  o f the to tal face value o f the sho rt-term floaters in
relation to  the value o f the inverse floaters that are  issued by the special purpose trust. All vo ting  rights and decisions to  be made with
respect to  any o ther rights re lating  to  the municipal bonds held in the special purpose trust are  passed through to  the Fund, as the ho lder
o f the residual inverse floating  rate  securities.
 

Because increases in the interest rate  on the sho rt-term floaters reduce the residual interest paid on inverse floaters, and because
fluctuations in the value o f the municipal bond deposited in the special purpose trust affect the value o f the inverse floater only, and no t
the value o f the sho rt-term floater issued by the trust, inverse floaters’ value is generally more vo latile  than that o f fixed rate  bonds.
The market price o f inverse floating  rate  securities is generally more vo latile  than the underlying  bonds due to  the leverag ing  effect o f
this ownership structure . These securities generally will underperfo rm the market o f fixed rate  bonds in a rising  interest rate  environment
(i.e., when bond values are  falling ), but tend to  out-perfo rm the market o f fixed rate  bonds when interest rates decline o r remain
relatively stable . Although vo latile , inverse floaters typically o ffer the po tential fo r yields available  on fixed rate  bonds with comparable
credit quality, coupon, call provisions and maturity. Inverse floaters have varying  deg rees o f liquidity based upon the liquidity o f the
underlying  bonds deposited in a special purpose trust.
 

The Fund may invest in inverse floating  rate  securities issued by special purpose trusts that have recourse to  the Fund. In NAM’s
discretion, the Fund may enter into  a separate  sho rtfall and fo rbearance ag reement with the third party sponso r o f a special purpose
trust. The Fund may enter into  such recourse ag reements (i) when the liquidity provider to  the special purpose trust requires such an
agreement because the level o f leverage in the trust exceeds the level that the liquidity provider is willing  to  support absent such an
agreement; and/o r (ii) to  seek to  prevent the liquidity provider from co llapsing  the trust in the event that the municipal obligation held in
the trust has declined in value. Such an ag reement would require  the Fund to  reimburse the third party sponso r o f such inverse floater,
upon termination o f the trust issuing  the inverse floater, the difference between the liquidation value o f the bonds held in the trust and
the principal amount due to  the ho lders o f floating  rate  interests. Such ag reements may expose the Fund to  a risk o f lo ss that exceeds
its investment in the inverse floating  rate  securities. Absent a sho rtfall and fo rbearance ag reement, the Fund would no t be required to
make such a reimbursement. If the Fund chooses no t to  enter into  such an ag reement, the special purpose trust could be liquidated and
the Fund could incur a lo ss.
 

The Fund’s investments in inverse floating  rate  securities issued by special purpose trusts that have recourse to  the Fund may be
highly leveraged. The structure  and deg ree to  which the Fund’s inverse floating  rate  securities are  highly leveraged will vary based upon
a number o f facto rs, including  the size o f the trust itself and the terms o f the underlying  municipal security held in a special purpose
trust. An inverse floating  rate  security generally is considered highly leveraged if the principal amount o f the sho rt-term floating  rate
interests issued by the related special purpose trust is in excess o f three times the principal amount o f the inverse floating  rate
securities owned by the trust (the ratio  o f the principal amount o f such sho rt-term floating  rate  interests to  the principal amount o f the
inverse floating  rate  securities is referred to  as the “gearing”). In the event o f a significant decline in the value o f an underlying  security,
the Fund may suffer lo sses in excess o f the amount o f its investment (up to  an amount equal to  the value o f the municipal securities
underlying  the inverse floating  rate  securities) as a result o f liquidating  special purpose trusts o r o ther co llateral required to  maintain the
Fund’s antic ipated effective leverage ratio .
 

The Fund will seg regate  o r earmark liquid assets with its custodian in acco rdance with the 1940 Act to  cover its obligations with
respect to  its investments in special purpose trusts. See also  “Segregation o f Assets” in the Statement o f Additional Info rmation.
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The Fund invests in bo th inverse floating  rate  securities and floating  rate  securities (as discussed below) issued by the same
special purpose trust.
 

Floating Rate Securities.    The Fund may also  invest in floating  rate  securities, as described above, issued by special purpose
trusts. Floating  rate  securities may take the fo rm o f sho rt-term floating  rate  securities o r the option period may be substantially longer.
Generally, the interest rate  earned will be based upon the market rates fo r municipal securities with maturities o r remarketing  provisions
that are  comparable  in duration to  the periodic  interval o f the tender option, which may vary from weekly, to  monthly, to  extended
periods o f one year o r multiple  years. Since the option feature  has a sho rter-term than the final maturity o r first call date  o f the
underlying  bond deposited in the trust, the Fund as the ho lder o f the floating  rate  securities relies upon the terms o f the ag reement with
the financial institution furnishing  the option as well as the credit streng th o f that institution. As further assurance o f liquidity, the terms o f
the trust provide fo r a liquidation o f the municipal bond deposited in the trust and the application o f the proceeds to  pay o ff the floating
rate  securities. The trusts that are  o rganized to  issue bo th sho rt-term floating  rate  securities and inverse floaters generally include
liquidation triggers to  pro tect the investo r in the floating  rate  securities.
 

Special Taxing Districts.    Special taxing  distric ts are  o rganized to  plan and finance infrastructure developments to  induce
residential, commercial and industrial g rowth and redevelopment. The bond financing  methods such as tax increment finance, tax
assessment, special services distric t and Mello -Roos bonds, are  generally payable  so lely from taxes o r o ther revenues attributable  to
the specific  pro jects financed by the bonds without recourse to  the credit o r taxing  power o f re lated o r overlapping  municipalities.
They o ften are  exposed to  real estate  development-related risks and can have more taxpayer concentration risk than general tax-
supported bonds, such as general obligation bonds.
 

Further, the fees, special taxes, o r tax allocations and o ther revenues that are  established to  secure such financings are  generally
limited as to  the rate  o r amount that may be levied o r assessed and are  no t subject to  increase pursuant to  rate  covenants o r municipal
o r co rporate  guarantees. The bonds could default if development failed to  prog ress as antic ipated o r if larger taxpayers failed to  pay
the assessments, fees and taxes as provided in the financing  plans o f the distric ts.
 
Zero  Coupon Bonds
 A zero  coupon bond is a bond that does no t pay interest e ither fo r the entire  life  o f the obligation o r fo r an initial period after the
issuance o f the obligation. When held to  its maturity, its re turn comes from the difference between the purchase price and its maturity
value. A zero  coupon bond is no rmally issued and traded at a deep discount from face value. Zero  coupon bonds allow an issuer to
avo id o r delay the need to  generate  cash to  meet current interest payments and, as a result, may invo lve g reater credit risk than bonds
that pay interest currently o r in cash. The market prices o f zero  coupon bonds are  affected to  a g reater extent by changes in prevailing
levels o f interest rates and thereby tend to  be more vo latile  in price than securities that pay interest periodically. In addition, the Fund
would be required to  distribute  the income on any o f these instruments as it accrues, even though the Fund will no t receive all o f the
income on a current basis o r in cash. Thus, the Fund may have to  sell o ther investments, including  when it may no t be advisable  to  do
so , to  make income distributions to  its shareho lders.
 
Structured Notes
 The Fund may utilize  structured no tes and similar instruments fo r investment purposes and also  fo r hedg ing  purposes. Structured
no tes are  privately nego tiated debt obligations where the principal and/o r interest is determined by reference to  the perfo rmance o f a
benchmark asset, market o r interest rate  (an “embedded index”), such as selected securities, an index o f securities o r specified
interest rates, o r the differential perfo rmance o f two  assets o r markets. The terms o f such structured instruments no rmally provide that
their principal and/o r interest payments are  to  be adjusted upwards o r downwards (but no t o rdinarily below zero ) to  reflect changes in
the embedded index while  the structured instruments are  outstanding . As a result, the interest and/o r principal
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payments that may be made on a structured product may vary widely, depending  upon a variety o f facto rs, including  the vo latility o f
the embedded index and the effect o f changes in the embedded index on principal and/o r interest payments. The rate  o f re turn on
structured no tes may be determined by applying  a multiplier to  the perfo rmance o r differential perfo rmance o f the referenced index o r
indices o r o ther assets. Application o f a multiplier invo lves leverage that will serve to  magnify the po tential fo r gain and the risk o f lo ss.
These types o f investments may generate  taxable  income.
 
Other Investment Companies
 The Fund may invest up to  10% of its Managed Assets in securities o f o ther open- o r c losed-end investment companies
(including  exchange-traded funds (o ften referred to  as “ETFs”)) that invest primarily in municipal securities o f the types in which the
Fund may invest directly. The Fund may invest in investment companies that are  advised by NAM or its affiliates to  the extent
permitted by applicable  law and/o r pursuant to  exemptive relief from the Securities and Exchange Commission. As a stockho lder in an
investment company, the Fund will bear its ratable  share o f that investment company’s expenses, and would remain subject to  payment
o f the Fund’s adviso ry and administrative fees with respect to  assets so  invested. Fund common shareho lders would therefo re be
subject to  duplicative expenses to  the extent the Fund invests in o ther investment companies.
 

NAM will take expenses into  account when evaluating  the investment merits o f an investment in the investment company relative
to  available  municipal security investments. In addition, because the securities o f o ther investment companies may be leveraged and
subject to  leverage risk, the Fund may indirectly be subject to  those risks. See “Risks—Other Investment Companies Risk.”
 
Derivatives
 The Fund may invest in derivative instruments in pursuit o f its investment objectives. Such instruments include financial futures
contracts, swap contracts (including  interest rate  and credit default swaps), options on financial futures, options on swap contracts, o r
o ther derivative instruments. NAM uses derivatives to  seek to  enhance return, to  hedge some o f the risks o f its investments in fixed
income securities o r as a substitute  fo r a position in the underlying  asset. See the SAI fo r additional info rmation.
 
Portfo lio  Investments
 As used in this prospectus, the term “municipal securities” includes municipal securities with relatively sho rt-term maturities. Some
of these sho rt-term securities may be variable  o r floating  rate  securities. The Fund, however, emphasizes investments in municipal
securities with long- o r intermediate-term maturities. The Fund buys municipal securities with different maturities and intends to  maintain
an average po rtfo lio  maturity o f 15 to  30 years, although this may be sho rtened depending  on market conditions. As a result, the Fund’s
portfo lio  may include long-term and intermediate-term municipal securities. If the long-term municipal security market is unstable , the
Fund may temporarily invest up to  100% of its assets in temporary investments. Temporary investments are  high quality, generally
uninsured, sho rt-term municipal securities that may either be tax-exempt o r taxable . The Fund will buy taxable  temporary investments
only if suitable  tax-exempt temporary investments are  no t available  at reasonable  prices and yields. The Fund will invest only in taxable
temporary securities that are  U.S. Government securities o r co rporate  debt securities rated within the highest g rade by Moody’s, S&P
or Fitch, and that mature within one year from the date  o f purchase o r carry a variable  o f floating  rate  o f interest. The Fund’s po lic ies on
securities ratings only apply when the Fund buys a security, and the Fund is no t required to  sell securities that have been downgraded.
See Appendix B to  the SAI fo r a description o f securities ratings. The Fund also  may invest in taxable  temporary investments that are
certificates o f deposit from U.S. banks with assets o f at least $1 billion, o r repurchase ag reements. The Fund intends to  allocate  taxable
income on temporary investments, if any, proportionately between common shares and Preferred Stock, including  MTP Shares, based
on the percentage o f to tal dividends distributed to  each class fo r that year.
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RISKS
 

Risk is inherent in all investing . Investing  in any investment company security invo lves risk, including  the risk that you may receive
little  o r no  return on your investment o r even that you may lose part o r all o f your investment. Therefo re, befo re investing  you should
consider carefully the fo llowing  risks that you assume when you invest in MTP Shares. The section below does no t describe all o f the
risks associated with an investment in the Fund. Additional risks and uncertainties may also  adversely affect and impact the Fund.
 
Risks o f Investing  in MTP Shares
 Interest Rate Risk—MTP Shares.    MTP Shares pay dividends at a fixed dividend rate . Prices o f fixed income investments vary
inversely with changes in market yields. The market yields on intermediate  term securities comparable  to  MTP Shares may increase,
which would likely result in a decline in the secondary market price o f MTP Shares prio r to  its term redemption. See “Description o f
MTP Shares—Dividends and Dividend Periods” and “—Secondary Market Risk.”
 

Secondary Market and Delayed Listing Risk.    Because the Fund has no  prio r trading  histo ry fo r exchange-listed preferred shares,
it is difficult to  predict the trading  patterns o f MTP Shares, including  the effective costs o f trading  MTP Shares. During  a period o f up
to  30 days from the date  o f this prospectus, the MTP Shares will no t be listed on any securities exchange. During  this period, the
underwriters do  no t intend to  make a market in MTP Shares. Consequently, an investment in MTP Shares during  this period will likely be
illiquid and ho lders o f MTP Shares may no t be able  to  sell such shares as it is unlikely that a secondary market fo r MTP Shares will
develop during  this period. If a secondary market does develop during  this period, ho lders o f MTP Shares may be able  to  sell such
shares only at substantial discounts from liquidation preference. Application has been made to  list the MTP Shares on the New York
Stock Exchange so  that trading  on such exchange will beg in within 30 days from the date  o f this prospectus, subject to  no tice o f
issuance. If the Fund is unable  to  list MTP Shares on a national securities exchange, ho lders o f MTP Shares may be unable  to  sell such
shares at all, o r if they are  able  to , only at substantial discounts from liquidation preference. Even after the MTP Shares are  listed on the
New York Stock Exchange as antic ipated, there  is a risk that the market fo r MTP Shares may be thinly traded and relatively illiquid
compared to  the market fo r o ther types o f securities, with the spread between the bid and asked prices considerably g reater than the
spreads o f o ther securities with comparable  terms, credit ratings and tax-advantaged income features.
 

Ratings Risk.    The Fund expects that, at issuance, the MTP Shares will be rated Aaa, AAA and AAA by Moody’s, S&P and Fitch,
respectively, and that such ratings will be a requirement o f issuance o f such shares by the underwriters pursuant to  an underwriting
agreement. There can be no  assurance that such ratings will be maintained at the level o rig inally assigned through the term o f MTP
Shares. Ratings do  no t e liminate  o r mitigate  the risks o f investing  in MTP Shares. A rating  issued by a Rating  Agency (including
Moody’s, S&P and Fitch) is only the opinion o f the entity issuing  the rating  at that time, and is no t a guarantee as to  quality, o r an
assurance o f the future  perfo rmance, o f the rated security (in this case, MTP Shares). In addition, the manner in which the Rating
Agency obtains and processes info rmation about a particular security may affect the Rating  Agency’s ability to  timely react to  changes
in an issuer’s c ircumstances (in this case, the Fund) that could influence a particular rating . A Rating  Agency could downgrade MTP
Shares, which may make MTP Shares less liquid in the secondary market and reduce market prices, though with higher resulting
dividend rates than the Fixed Dividend Rate . If a Rating  Agency downgrades MTP Shares o f the Fund, the Fund is required to  pay a
higher dividend rate  on those shares.
 

Early Redemption Risk.    The Fund may vo luntarily redeem MTP Shares o r may be fo rced to  redeem MTP Shares to  meet
regulato ry requirements and the asset coverage requirements o f the MTP Shares. Such redemptions may be at a time that is
unfavorable  to  ho lders o f MTP Shares. The Fund expects to  vo luntarily redeem MTP Shares befo re the Term Redemption Date to  the
extent that market conditions allow the Fund to  issue o ther preferred shares o r debt securities at a rate  that is lower than the Fixed
Dividend Rate  on MTP Shares. Fo r further info rmation, see “Description o f MTP Shares—Redemption” and “Description o f MTP
Shares—Asset Coverage.”
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Tax Risk.    To qualify fo r the favorable  U.S. federal income tax treatment generally acco rded to  regulated investment companies,
among  o ther things, the Fund must derive in each taxable  year at least 90% of its g ross income from certain prescribed sources. If fo r
any taxable  year the Fund does no t qualify as a regulated investment company, all o f its taxable  income (including  its net capital gain)
would be subject to  tax at regular co rporate  rates without any deduction fo r distributions to  stockho lders, and such distributions would
be taxable  as o rdinary dividends to  the extent o f the Fund’s current and accumulated earnings and pro fits. The value o f MTP Shares
may be adversely affected by changes in tax rates and po licies. Because dividends from MTP Shares are  generally no t expected to  be
subject to  regular federal, New York State  o r New York City income taxation, the attractiveness o f such shares in relation to  o ther
investment alternatives is affected by changes in federal, New York State  o r New York City income tax rates o r changes in the tax-
exempt treatment o f dividends on MTP Shares. A po rtion o f the dividends from MTP Shares may be subject to  the federal alternative
minimum tax. In addition, the Fund intends to  treat MTP Shares as stock in the Fund fo r federal income tax purposes. Because there  is
no  direct legal autho rity on the classification o f instruments similar to  MTP Shares, investo rs should be aware that the Internal Revenue
Service (the “IRS”) could assert a contrary position—meaning  that the IRS could classify MTP Shares as debt. If the IRS prevailed on
such a position, the Fund would no t be able  to  pass through tax-exempt income to  ho lders o f MTP Shares, and dividends paid on MTP
Shares (including  dividends already paid) could become taxable . See “Tax Matters.” See also  the opinion o f counsel included as
Appendix C to  the SAI.
 

Income Shortfall Risk.    The municipal securities held in the Fund’s po rtfo lio  generally pay interest based on long-term yields.
Long-term, as well as intermediate-term and sho rt-term interest rates may fluctuate . If the interest rates paid on the municipal securities
held by the Fund fall below the Fixed Dividend Rate , the Fund’s ability to  pay dividends on MTP Shares could be jeopardized.
 

Subordination Risk.    While ho lders o f MTP Shares will have equal liquidation and distribution rights to  any o ther Preferred Stock
that might be issued by the Fund, they will be subordinated to  the rights o f ho lders o f senio r indebtedness, if any, o f the Fund.
Therefo re, dividends, distributions and o ther payments to  ho lders o f MTP Shares in liquidation o r o therwise may be subject to  prio r
payments due to  the ho lders o f senio r indebtedness. In addition, the 1940 Act may provide debt ho lders with vo ting  rights that are
superio r to  the vo ting  rights o f Preferred Stock ho lders, including  ho lders o f MTP Shares. Currently, the Fund, as a fundamental po licy,
may no t issue debt securities that rank senio r to  MTP Shares. See the SAI, “Investment Restric tions.” If the Fund enters into
borrowings in acco rdance with its fundamental investment po lic ies, delayed delivery purchases and/o r fo rward delivery contracts, the
rights o f lenders and counterparties in those transactions will also  be senio r to  those o f ho lders o f MTP Shares.
 

Credit Crisis and Liquidity Risk.    General market uncertainty and extrao rdinary conditions in the credit markets, including  the
municipal market, may impact the liquidity o f the Fund’s investment po rtfo lio , which in turn, during  extrao rdinary circumstances, could
impact the Fund’s distributions and/o r the liquidity o f the Term Redemption Liquidity Account (as described under “Description o f MTP
Shares”). Further, there  may be market imbalances o f sellers and buyers o f MTP Shares during  periods o f extreme illiquidity and
vo latility. Such market conditions may lead to  periods o f thin trading  in any secondary market fo r MTP Shares and may make valuation
of MTP Shares uncertain. As a result, the spread between bid and asked prices is likely to  increase significantly such that an MTP Shares
investo r may have g reater difficulty selling  his o r her MTP Shares. Less liquid and more vo latile  trading  environments could result in
sudden and significant valuation increases o r declines in MTP Shares.
 

Inflation Risk.    Inflation is the reduction in the purchasing  power o f money resulting  from the increase in the price o f goods and
services. Inflation risk is the risk that the inflation-adjusted (o r “real”) value o f an investment in MTP Shares o r the income from that
investment will be worth less in the future . As inflation occurs, the real value o f MTP Shares and dividends on MTP Shares declines.
 

Reinvestment Risk—MTP Shares.    Given the five-year term and po tential fo r early redemption o f MTP Shares, ho lders o f MTP
Shares may face an increased reinvestment risk, which is the risk that the return on an investment purchased with proceeds from the sale
o r redemption o f MTP Shares may be lower than the return previously obtained from an investment in MTP Shares.
 

46



Other Dividend Risks.    In addition to  the interest rate  risks no ted above, the Fund may o therwise be unable  to  pay dividends on
MTP Shares in extrao rdinary circumstances.
 
General Risks o f Investing  in the Fund
 Credit and Below Investment Grade Risk.    Credit risk is the risk that one o r more municipal securities in the Fund’s po rtfo lio  will
decline in price, o r the issuer thereo f will fail to  pay interest o r principal when due, because the issuer experiences a decline in its
financial status. Credit risk is increased when a po rtfo lio  security is downgraded o r the perceived creditworthiness o f the issuer
deterio rates. The Fund may invest up to  20% (measured at the time o f investment) o f its net assets in municipal securities that are  rated
below investment g rade o r that are  unrated but judged to  be o f comparable  quality by NAM. If a municipal security satisfies the rating
requirements described above at the time o f investment and is subsequently downgraded below that rating , the Fund will no t be required
to  dispose o f the security. If a downgrade occurs, NAM will consider what action, including  the sale  o f the security, is in the best
interests o f the Fund and its shareho lders. Municipal securities o f below investment g rade quality are  regarded as having  predominately
speculative characteristics with respect to  the issuer’s capacity to  pay interest and repay principal when due, and are  more susceptible
to  default o r decline in market value due to  adverse economic and business developments than investment g rade municipal securities.
Also , to  the extent that the rating  assigned to  a municipal security in the Fund’s po rtfo lio  is downgraded by any NRSRO, the market
price and liquidity o f such security may be adversely affected. The market values fo r municipal securities o f below investment g rade
quality tend to  be vo latile , and these securities are  less liquid than investment g rade municipal securities. Fo r these reasons, an
investment in the Fund, compared with a po rtfo lio  consisting  so lely o f investment g rade securities, may experience the fo llowing :
 
 ·  increased price sensitivity resulting  from a deterio rating  economic environment and chang ing  interest rates;
 
 ·  greater risk o f lo ss due to  default o r declining  credit quality;
 
 ·  adverse issuer specific  events that are  more likely to  render the issuer unable  to  make interest and/o r principal payments; and
 

 
·  the possibility that a negative perception o f the below investment g rade market develops, resulting  in the price and liquidity o f

below investment g rade securities becoming  depressed, and this negative perception could last fo r a significant period o f
time.

 
Municipal Securities Market Risk.    Investing  in the municipal securities market invo lves certain risks. The municipal market is one

in which dealer firms make markets in bonds on a principal basis using  their proprietary capital, and during  the recent market turmoil
these firms’ capital became severely constrained. As a result, some firms were unwilling  to  commit their capital to  purchase and to
serve as a dealer fo r municipal securities. The amount o f public  info rmation available  about the municipal securities in the Fund’s
portfo lio  is generally less than that fo r co rporate  equities o r bonds, and the Fund’s investment perfo rmance may therefo re be more
dependent on NAM’s analytical abilities than if the Fund were to  invest in stocks o r taxable  bonds. As no ted above the secondary
market fo r municipal securities also  tends to  be less well-developed o r liquid than many o ther securities markets, which may adversely
affect the Fund’s ability to  sell its municipal securities at attractive prices o r at prices approximating  those at which the Fund currently
values them. Municipal securities may contain redemption provisions, which may allow the securities to  be called o r redeemed prio r to
their stated maturity, po tentially resulting  in the distribution o f principal and a reduction in subsequent interest distributions.
 

The ability o f municipal issuers to  make timely payments o f interest and principal may be diminished during  general economic
downturns and as governmental cost burdens are  reallocated among  federal, state  and local governments. If the current national
economic recession continues, the ability o f municipalities to  co llect revenue and service their obligations could be materially and
adversely affected. The taxing  power o f any government entity may be limited by provisions o f state  constitutions o r laws and an
entity’s credit will depend on many facto rs, including  the entity’s tax base, the extent to  which the entity relies on federal o r state  aid,
and o ther facto rs which are  beyond the entity’s contro l. In addition, laws enacted in the future  by Congress o r state
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leg islatures o r referenda could extend the time fo r payment o f principal and/o r interest, o r impose o ther constraints on enfo rcement o f
such obligations, o r on the ability o f municipalities to  levy taxes. Issuers o f municipal securities might seek pro tection under the
bankruptcy laws. In the event o f bankruptcy o f such an issuer, the Fund could experience delays in co llecting  principal and interest and
the Fund may no t, in all c ircumstances, be able  to  co llect all principal and interest to  which it is entitled. To  enfo rce its rights in the event
o f a default in the payment o f interest o r repayment o f principal, o r bo th, the Fund may take possession o f and manage the assets
securing  the issuer’s obligations on such securities, which may increase the Fund’s operating  expenses. Any income derived from the
Fund’s ownership o r operation o f such assets may no t be tax-exempt.
 

Revenue bonds issued by state  o r local agencies to  finance the development o f low-income, multi-family housing  invo lve special
risks in addition to  those associated with municipal securities generally, including  that the underlying  properties may no t generate
suffic ient income to  pay expenses and interest costs. These bonds are  generally non-recourse against the property owner, may be
junio r to  the rights o f o thers with an interest in the properties, may pay interest that changes based in part on the financial perfo rmance
of the property, may be prepayable  without penalty and may be used to  finance the construction o f housing  developments which, until
completed and rented, do  no t generate  income to  pay interest. Additionally, unusually high rates o f default on the underlying  mortgage
loans may reduce revenues available  fo r the payment o f principle  o r interest on such mortgage revenue bonds.
 

Interest Rate Risk—The Fund.    Generally, when market interest rates rise , bond prices fall, and vice versa. Interest rate  risk is the
risk that the municipal securities in the Fund’s po rtfo lio  will decline in value because o f increases in market interest rates. In typical
market interest rate  environments, the prices o f longer-term municipal securities generally fluctuate  more than prices o f sho rter-term
municipal securities as interest rates change.
 

Concentration Risk.    As described above, the Fund will invest its net assets in a po rtfo lio  o f municipal securities that are  exempt
from regular federal New York State  and New York City income taxes. The Fund is therefo re more susceptible  to  po litical, economic
or regulato ry facto rs affecting  issuers o f such securities. Briefly summarized below are important financial concerns relating  to  the
Fund’s investments in New York municipal obligations. The info rmation set fo rth below and the related info rmation in Appendix A o f
this prospectus are  derived from sources that are  generally available  to  investo rs. This info rmation is intended to  g ive a recent
histo rical description and is no t intended to  indicate  future  o r continuing  trends in the financial o r o ther positions o f the State  o f New
York (“State”) and the City o f New York (the “City”).
 

It should be no ted that the info rmation reco rded here primarily is based on the economic and budget fo recasts found in certain
recent publications issued by the State  and City. The accuracy and completeness o f those publications have no t been independently
verified. There may be significant changes in circumstances altering  the economic and budget predictions since the time o f those
publications o r after the publication o f this prospectus. Additionally, it should be no ted that the creditworthiness o f obligations issued
by local New York issuers may be unrelated to  the creditworthiness o f obligations issued by the State  and the City, and that there  is no
obligation on the part o f the State  to  make payment on such local obligations in the event o f default.
 

The national and now g lobal financial crisis has had a severe negative impact on State  finances. Although the State’s recession
started eight months after the national recession, it is quickly catching  up to  the U.S. recession and is likely to  last longer. While  the
present outlook fo r the State  economy calls fo r the current recession ending  by the second half o f 2010, there  is, however, substantial
downside risk to  the pro jected timing  and streng th o f the coming  recovery g iven the histo rically unprecedented decrease in wages that
has occurred during  the current recession. The declines seem to  be the g reatest among  the State’s high-wage economic secto rs, thus
heightening  the risk to  revenues. Fo r 2009, State  wages are  pro jected to  decline 5.8%, the largest annual decline in the histo ry o f the
Quarterly Census o f Employment and Wages data. In addition, the State  is pro jected to  experience a 2.3% decline in non-farm
employment in 2009 and a 0.5% decline in 2010. The credit crisis and equity market vo latility present particular uncertainty in State
fo recasts as New York is the nation’s financial capital. According ly, less financial market activity could result from a deeper credit
crisis than antic ipated, which could have a significant impact on the State  economy. Similar to  many municipal issuers, the credit crisis
could
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also  impact the State’s ability to  sell bonds at the level (o r on the timetable) expected, which would result in a—weakened overall cash
position fo r the State  in the current fiscal year. The finances o f local governments in the State , particularly the City and its suburbs, may
be similarly affected. Pending  litigation matters and matters invo lving  Medicaid reimbursements could further impact the State’s
finances by causing  the State  and the City to  lo se in excess o f one billion do llars.
 

As o f September 11, 2009, S&P rated the State’s outstanding  general obligation bonds AA. As o f October 4 , 2009, Fitch, Inc.
rated them AA–. While  as o f October 7, 2009, Moody’s rated them Aa3. These ratings reflect the State’s credit quality only, and do
no t indicate  the creditworthiness o f o ther tax-exempt securities in which the Fund may invest.
 

The fo rego ing  info rmation constitutes only a brief summary o f some o f the general facto rs that may impact certain issuers o f
municipal bonds and does no t purport to  be a complete  o r exhaustive description o f all adverse conditions to  which the issuers o f
municipal bonds held by the Fund are  subject. Additionally, many facto rs, including  national economic, social and environmental
po licies and conditions, which are  no t within the contro l o f the issuers o f the municipal bonds, could affect o r could have an adverse
impact on the financial condition o f the issuers. The Fund is unable  to  predict whether o r to  what extent such facto rs o r o ther facto rs
may affect the issuers o f the municipal securities, the market value o r marketability o f the municipal securities o r the ability o f the
respective issuers o f the municipal bonds acquired by the Fund to  pay interest on o r principal o f the municipal securities. This
info rmation has no t been independently verified. See Appendix A o f this prospectus fo r a further discussion o f facto rs affecting
municipal securities in New York.
 

Inverse Floating Rate Securities Risk.    The Fund may invest up to  15% of its net assets in inverse floating  rate  securities.
Typically, inverse floating  rate  securities represent beneficial interests in a special purpose trust (sometimes called a “tender option
bond trust”) fo rmed by a third party sponso r fo r the purpose o f ho lding  municipal securities. See “Portfo lio  Composition—Municipal
Securities—Inverse Floating  Rate  Securities.” In general, income on inverse floating  rate  securities will decrease when interest rates
increase and increase when interest rates decrease. Investments in inverse floating  rate  securities may subject the Fund to  the risks o f
reduced o r e liminated interest payments and lo sses o f principal.
 

Inverse floating  rate  securities may increase o r decrease in value at a g reater rate  than the underlying  interest rate , which
effectively leverages the Fund’s investment. As a result, the market value o f such securities generally will be more vo latile  than that o f
fixed rate  securities.
 

The Fund may invest in inverse floating  rate  securities issued by special purpose trusts that have recourse to  the Fund. In NAM’s
discretion, the Fund may enter into  a separate  sho rtfall and fo rbearance ag reement with the third party sponso r o f a special purpose
trust. The Fund may enter into  such recourse ag reements (i) when the liquidity provider to  the special purpose trust requires such an
agreement because the level o f leverage in the special purpose trust exceeds the level that the liquidity provider is willing  to  support
absent such an ag reement; and/o r (ii) to  seek to  prevent the liquidity provider from co llapsing  the special purpose trust in the event that
the municipal obligation held in the trust has declined in value. Such an ag reement would require  the Fund to  reimburse the third party
sponso r o f the trust, upon termination o f the trust issuing  the inverse floater, the difference between the liquidation value o f the bonds
held in the trust and the principal amount due to  the ho lders o f floating  rate  interests. In such instances, the Fund may be at risk o f lo ss
that exceeds its investment in the inverse floating  rate  securities.
 

The Fund’s investments in inverse floating  rate  securities issued by special purpose trusts that have recourse to  the Fund may be
highly leveraged. The structure  and deg ree to  which the Fund’s inverse floating  rate  securities are  highly leveraged will vary based upon
a number o f facto rs, including  the size o f the trust itself and the terms o f the underlying  municipal security held in a special purpose
trust. An inverse floating  rate  security generally is considered highly leveraged if the principal amount o f the sho rt-term floating  rate
interests issued by the related special purpose trust is in excess o f three times the principal amount o f the inverse floating  rate
securities owned by the trust (the ratio  o f the principal amount o f such sho rt-term floating  rate  interests to  the principal amount o f the
inverse floating  rate  securities is referred to  as the “gearing”). In the event o f a significant decline in the value o f an
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underlying  security, the Fund may suffer lo sses in excess o f the amount o f its investment (up to  an amount equal to  the value o f the
municipal securities underlying  the inverse floating  rate  securities) as a result o f liquidating  special purpose trusts o r o ther co llateral
required to  maintain the Fund’s antic ipated effective leverage ratio .
 

The economic effect o f leverage through the Fund’s purchase o f inverse floating  rate  securities creates an opportunity fo r
increased net income and returns, but also  creates the possibly that the Fund’s long-term returns will be diminished if the cost o f
leverage exceeds the return on the inverse floating  rate  securities purchased by the Fund.
 

Inverse floating  rate  securities have varying  deg rees o f liquidity based upon the liquidity o f the underlying  securities deposited in
a special purpose trust. The market price o f inverse floating  rate  securities is more vo latile  than the underlying  securities due to
leverage. The leverage attributable  to  such inverse floating  rate  securities may be “called away” on relatively sho rt no tice and
therefo re may be less permanent than more traditional fo rms o f leverage. In certain circumstances, the likelihood o f an increase in the
vo latility o f net asset value and market price o f the common shares may be g reater fo r the Fund to  the extent that it re lies on inverse
floating  rate  securities to  achieve a significant po rtion o f its desired effective leverage ratio . The Fund may be required to  sell its
inverse floating  rate  securities at less than favorable  prices, o r liquidate  o ther Fund po rtfo lio  ho ldings in certain circumstances,
including , but no t limited to , the fo llowing :
 
 ·  If the Fund has a need fo r cash and the securities in a special purpose trust are  no t actively trading  due to  adverse market

conditions;
 
 ·  If special purpose trust sponso rs (as a co llective g roup o r individually) experience financial hardship and consequently seek to

terminate  their respective outstanding  special purpose trusts; and
 
 ·  If the value o f an underlying  security declines significantly (to  a level below the no tional value o f the floating  rate  securities

issued by the trust) and if additional co llateral has no t been posted by the Fund.
 

Taxability Risk.    The Fund will invest in municipal securities in reliance at the time o f purchase on an opinion o f bond counsel to
the issuer that the interest paid on those securities will be excludable  from g ross income fo r regular federal income tax purposes, and
NAM will no t independently verify that opinion. Subsequent to  the Fund’s acquisition o f such a municipal security, however, the security
may be determined to  pay, o r to  have paid, taxable  income. As a result, the treatment o f dividends previously paid o r to  be paid by the
Fund as “exempt-interest dividends” could be adversely affected, subjecting  the Fund’s shareho lders to  increased federal income tax
liabilities.
 

Under highly unusual c ircumstances, the IRS may determine that a municipal bond issued as tax-exempt should in fact be taxable .
If the Fund held such a bond, it might have to  distribute  taxable  o rdinary income dividends o r reclassify as taxable  income previously
distributed as exempt-interest dividends.
 

Distributions o f o rdinary taxable  income (including  any net sho rt-term capital gain) will be taxable  to  shareho lders as o rdinary
income (and no t e lig ible  fo r favorable  taxation as “qualified dividend income”), and capital gain dividends will be subject to  capital
gains taxes. In certain circumstances, the Fund will make payments to  ho lders o f MTP Shares to  o ffset the tax effects o f a taxable
distribution. See “Tax Matters.”
 

Other Investment Companies Risk.    The Fund may invest in the securities o f o ther investment companies. Such securities may be
leveraged. As a result, the Fund may be indirectly exposed to  leverage through an investment in such securities. Utilization o f leverage
is a speculative investment technique and invo lves certain risks. An investment in securities o f o ther investment companies that are
leveraged may expose the Fund to  higher vo latility in the market value o f such securities and the possibility that the Fund’s long-term
returns on such securities will be diminished.
 

Deflation Risk.    Deflation risk is the risk that prices throughout the economy decline over time, which may have an adverse effect
on the market valuation o f companies, their assets and revenues. In addition, deflation may have an adverse effect on the
creditworthiness o f issuers and may make issuer default more likely, which may result in a decline in the value o f the Fund’s po rtfo lio .
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Insurance Risk.    The Fund may purchase municipal securities that are  additionally secured by insurance, bank credit ag reements o r
escrow accounts. The credit quality o f the companies that provide such credit enhancements will affect the value o f those securities.
Many significant providers o f insurance fo r municipal securities have recently incurred significant lo sses as a result o f exposure to  sub-
prime mortgages and o ther lower credit quality investments that have experienced recent defaults o r o therwise suffered extreme
credit deterio ration. As a result, such lo sses have reduced the insurers’ capital and called into  question their continued ability to  perfo rm
their obligations under such insurance if they are  called upon to  do  so  in the future . As o f December 1, 2009, there  are  no  longer any
bond insurers rated AAA by all o f Moody’s, S&P and Fitch and at least one rating  agency has placed each insurer on “negative credit
watch,” “credit watch evo lving ,” “credit outlook developing ,” o r “rating  withdrawn.” Moody’s, S&P and Fitch have also  withdrawn all
ratings fo r one bond insurer. These events may presage one o r more rating  reductions fo r any o ther insurer in the future . While  an
insured municipal security will typically be deemed to  have the rating  o f its insurer, if the insurer o f a municipal security suffers a
downgrade in its credit rating  o r the market discounts the value o f the insurance provided by the insurer, the rating  o f the underlying
municipal security will be more relevant and the value o f the municipal security would more closely, if no t entirely, reflect such rating .
In such a case, the value o f insurance associated with a municipal security would decline and the insurance may no t add any value. As
concern has increased about the balance sheets o f insurers, prices on insured bonds—especially those bonds issued by weaker
underlying  credits—declined. Most insured bonds are  currently being  valued acco rding  to  their fundamentals as if they were uninsured.
The insurance feature  o f a municipal security no rmally provides that it guarantees the full payment o f principal and interest when due
through the life  o f an insured obligation, but does no t guarantee the market value o f the insured obligation o r the net asset value o f the
common shares represented by such insured obligation.
 

Counterparty Risk.    Changes in the credit quality o f the companies that serve as the Fund’s counterparties with respect to
derivatives, insured municipal securities o r o ther transactions supported by ano ther party’s credit will affect the value o f those
instruments. Certain entities that have served as counterparties in the markets fo r these transactions have recently incurred significant
financial hardships including  bankruptcy and lo sses as a result o f exposure to  sub-prime mortgages and o ther lower quality credit
investments that have experienced recent defaults o r o therwise suffered extreme credit deterio ration. As a result, such hardships have
reduced these entities’ capital and called into  question their continued ability to  perfo rm their obligations under such transactions. By
using  such derivatives o r o ther transactions, the Fund assumes the risk that its counterparties could experience similar financial
hardships. In the event o f inso lvency o f a counterparty, the Fund may sustain lo sses o r be unable  to  liquidate  a derivatives position.
 

Call Risk or Prepayment Risk.    During  periods o f declining  interest rates o r fo r o ther purposes, issuers may exercise  their option
to  prepay principal earlier than scheduled, fo rcing  the Fund to  reinvest in lower-yielding  securities. This is known as call o r prepayment
risk.
 

Reinvestment Risk—the Fund.    With respect to  the Fund, re investment risk is the risk that income from the Fund’s po rtfo lio  will
decline if and when the Fund invests the proceeds from matured, traded o r called bonds at market interest rates that are  below the
Fund’s po rtfo lio ’s current earnings rate .
 

Reliance on Investment Adviser.    The Fund is dependent upon services and resources provided by its investment adviser, NAM,
and therefo re the investment adviser’s parent, Nuveen Investments, LLC (“Nuveen Investments”). Nuveen Investments, through its
own business o r the financial support o f its affiliates, may no t be able  to  generate  suffic ient cash flow from operations o r ensure that
future  bo rrowings will be available  in an amount suffic ient to  enable  it to  pay its indebtedness o r to  fund its o ther liquidity needs. Fo r
additional info rmation on NAM and Nuveen Investments, see “Management o f the Fund—Additional Info rmation Related to  the
Investment Adviser and Nuveen Investments.”
 

Certain Affiliations.    Certain broker-dealers may be considered to  be affiliated persons o f the Fund, NAM and/o r Nuveen
Investments. Absent an exemption from the Securities and Exchange Commission o r o ther regulato ry relief, the Fund generally is
precluded from effecting  certain principal transactions with affiliated brokers, and its ability to  purchase securities being  underwritten by
an affiliated broker o r a syndicate  including
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an affiliated broker, o r to  utilize  affiliated brokers fo r agency transactions, is subject to  restric tions. This could limit the Fund’s ability to
engage in securities transactions and take advantage o f market opportunities.
 

Anti-Takeover Provisions.    The Fund’s Declaration o f Trust and By-laws include provisions that could limit the ability o f o ther
entities o r persons to  acquire  contro l o f the Fund o r convert the Fund to  open-end status.
 

HOW THE FUND MANAGES RISK
 

The Fund has adopted certain investment limitations designed to  limit investment risk and maintain po rtfo lio  diversification. These
limitations are  fundamental and may no t be changed without the approval o f the ho lders o f a majo rity o f the Fund’s outstanding
common shares and Preferred Stock, including  MTP Shares, vo ting  together as a sing le  class, and the approval o f the ho lders o f a
majo rity o f the outstanding  Preferred Stock vo ting  as a separate  c lass.
 

The Fund may no t:
 

 

·  Invest more than 25% of its to tal assets in securities o f issuers in any one industry, o ther than municipal securities issued by
states and local governments and their instrumentalities o r agencies (no t including  those backed only by the assets and
revenues o f non-governmental users), and municipal securities issued o r guaranteed by the U.S. Government o r its
instrumentalities o r agencies; and

 
 ·  Invest more than 5% of its to tal assets in securities o f any one issuer (no t including  securities o f the U.S. Government and its

agencies, o r the investment o f 25% of the Fund’s to tal assets).
 

See the SAI fo r additional fundamental and non-fundamental po lic ies o f the Fund.
 

In addition, Moody’s, S&P and Fitch, in connection with establishing  and maintaining  ratings on the Fund’s MTP Shares, restric t
the Fund’s ability to  bo rrow money, sell securities sho rt, lend securities, buy and sell futures contracts, and write  put o r call options. The
Fund does no t expect that these restric tions will adversely affect its ability to  achieve its investment objectives. These restric tions are
no t fundamental po lic ies and the Fund may change them without shareho lder approval.
 

MANAGEMENT OF THE FUND
 
Trustees and Officers
 The Fund’s Board o f Trustees is responsible  fo r the management o f the Fund, including  supervision o f the duties perfo rmed by
NAM. The names and business addresses o f the Fund’s trustees and o fficers and their principal occupations and o ther affiliations during
the past five years are  set fo rth under “Management o f the Fund” in the SAI.
 
Investment Adviser and Portfo lio  Managers
 NAM will be responsible  fo r the Fund’s overall investment strategy and its implementation. NAM also  is responsible  fo r manag ing
the Fund’s business affairs and providing  certain clerical, bookkeeping  and o ther administrative services.
 

NAM, 333 West Wacker Drive, Chicago , Illino is 60606, a reg istered investment adviser, is a who lly owned subsidiary o f Nuveen
Investments. Founded in 1898, Nuveen Investments and its affiliates had approximately $141 billion o f assets under management as o f
September 30, 2009, o f which approximately $68.8 billion was in municipal securities. Regarding  this approximately $68.8 billion o f
tax-exempt municipal securities, approximately $35.5 billion, $16.1 billion, $15.3 billion and $1.9 billion represent assets re lating  to
closed-end municipal bond funds, open-end municipal bond funds, re tail municipal managed accounts and institutional municipal
managed accounts, respectively. At such time as the Fund receives an exemptive o rder permitting  it to  do  so , o r as o therwise
permitted by the 1940 Act o r the rules thereunder, the Fund may, without obtaining  approval o f the shareho lders, re tain an unaffiliated
subadviser to  perfo rm some o r all o f the po rtfo lio  management functions on the Fund’s behalf.
 

52



Cathryn P. Steeves, PhD, serves as the po rtfo lio  manager o f the Fund. She serves as a po rtfo lio  manager fo r several Nuveen East
Coast state-specific  open-end municipal bond funds, as well as various Midwest and Southeast municipal bond funds. In addition, she
manages several o f Nuveen’s closed-end funds. She jo ined NAM in 1996 as an analyst covering  health care  and long-term care,
became co -leader o f the health care  research team in 2000 and assumed certain po rtfo lio  management responsibilities in 2004 . She
manages 45 state-specific  Nuveen-sponso red municipal bond funds, with a to tal o f approximately $7.8 billion under management.
 

Additional info rmation about the po rtfo lio  manager’s compensation, o ther accounts managed by him o r her and o ther info rmation
is provided in the SAI. The SAI is available  free o f charge by calling  (800) 257-8787 o r by visiting  Nuveen’s website  at
www.nuveen.com. The info rmation contained in, o r that can be accessed through, the Fund’s website  is no t part o f this prospectus o r
the SAI.
 
Nuveen Investments
 On November 13, 2007, Nuveen Investments was acquired by an investo r g roup led by Madison Dearborn Partners, LLC, a
private  equity firm based in Chicago , Illino is (the “MDP Acquisition”). The investo r g roup led by Madison Dearborn Partners, LLC
includes affiliates o f Merrill Lynch, Pierce, Fenner & Smith Inco rporated (“Merrill Lynch”), which has since been acquired by Bank o f
America Corporation (“Bank o f America”). As a result o f the MDP Acquisition, Merrill Lynch currently owns a 32% non-vo ting  equity
stake in Nuveen Investments, owns a $30 million position in the $250 million revo lving  loan facility o f Nuveen Investments and ho lds
two  o f ten seats on the board o f directo rs o f Nuveen Investments. Because these arrangements may g ive rise  to  certain conflic ts o f
interest invo lving  NAM and Bank o f America (including  Merrill Lynch), NAM has adopted po lices and procedures intended to  address
these po tential conflic ts. Certain underwriters o r their affiliates, including  Citig roup Global Markets Inc. and Wells Fargo  Securities, LLC
also  own an interest in Nuveen Investments.
 
Additional Information Related to  the Investment Adviser and Nuveen Investments
 The Fund is dependent upon services and resources provided by its adviser NAM and therefo re the investment adviser’s parent
Nuveen Investments. Nuveen Investments significantly increased its level o f debt in connection with the MDP Acquisition. As o f
September 30, 2009, Nuveen Investments had outstanding  approximately $4 .0 billion in aggregate  principal amount o f indebtedness,
with approximately $531.8 million o f available  cash on hand. Nuveen Investments believes that monies generated from operations and
cash on hand will be adequate  to  fund debt service requirements, capital expenditures and working  capital requirements fo r the
fo reseeable  future; however, Nuveen Investments’ ability to  continue to  fund these items and to  service debt may be affected by
general economic, financial, competitive, leg islative, legal and regulato ry facto rs and by its ability to  refinance outstanding
indebtedness with scheduled maturities beg inning  in 2013. The risks, uncertainties and o ther facto rs related to  Nuveen Investments’
business, the effects o f which may cause its assets under management, earnings, revenues, and/o r pro fit marg ins to  decline, are
described in its filings with the Securities and Exchange Commission, which are  publicly available .
 
Investment Management Agreement
 Pursuant to  an investment management ag reement between NAM and the Fund, the Fund has ag reed to  pay an annual management
fee fo r the services and facilities provided by NAM, payable  on a monthly basis, based on the sum o f a fund-level fee and a complex-
level fee, as described below, acco rding  to  the fo llowing  schedule:
 

Fund- Level Fee.    The fund-level fee shall be applied acco rding  to  the fo llowing  schedule:
 
Fund- Le ve l Ave rage  Daily  Manage d Asse ts

  

Fund- Le ve l Fe e  Rate

 
For the first $125 million   0.4500% 
For the next $125 million   0.4375% 
For the next $250 million   0.4250% 
For the next $500 million   0.4125% 
For the next $1 billion   0.4000% 
For net assets o f $2 billion and over   0.3750% 
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For the first ten years o f the Fund’s operations, NAM agreed to  reimburse the Fund, as a percentage o f average daily net assets,
fo r fees and expenses in the amounts and fo r the time periods set fo rth below:
 
Ye ar Ending
July 31,         

Ye ar Ending
July 31,     

1999*   .30%     2005   .25% 
2000   .30%     2006   .20% 
2001   .30%     2007   .15% 
2002   .30%     2008   .10% 
2003   .30%     2009   .05% 
2004   .30%          

 *  From the commencement o f operations.
 

NAM has no t ag reed to  reimburse the Fund fo r any po rtion o f its fees and expenses beyond July 31, 2009.
 

Complex Level Fee.    The effective rates o f the complex-level fee at various specified complex-wide asset levels are  as
indicted in the fo llowing  table:
 

Comple x- Le ve l Asse t B re akpoint Le ve l(1)

  

Effe c tive
Rate  At

B re akpoint Le ve l

 
$55 billion   0.2000% 
$56 billion   0.1996% 
$57 billion   0.1989% 
$60 billion   0.1961% 
$63 billion   0.1931% 
$66 billion   0.1900% 
$71 billion   0.1851% 
$76 billion   0.1806% 
$80 billion   0.1773% 
$91 billion   0.1691% 
$125 billion   0.1599% 
$200 billion   0.1505% 
$250 billion   0.1469% 
$300 billion   0.1445% 

 

(1)  Breakpo ints apply up to  the do llar amounts listed above. The complex-level fee is based on the aggregate  daily
managed assets (as “managed assets” is defined in each Nuveen Fund’s investment management ag reement with
NAM, which generally includes assets attributable  to  any preferred shares that may be outstanding , any bo rrowings
(including  the issuance o f commercial paper o r no tes) and the po rtion o f assets in special purpose trusts o f which the
fund owns inverse floater certificates that has been effectively financed by the special purpose trust’s issuance o f
floating  rate  certificates) o f the Nuveen Funds. The complex-level fee was based on approximately $65.8 billion as o f
September 30, 2009.

 
In addition to  NAM’s management fee, the Fund pays all o ther costs and expenses o f its operations, including  compensation o f

its trustees (o ther than those affiliated with NAM), custodian, transfer agency and dividend disbursing  expenses, legal fees, expenses
o f its independent reg istered accounting  firm, expenses o f repurchasing  shares, expenses o f issuing  any MTP Shares, expenses o f
preparing , printing  and distributing  shareho lder reports, no tices, proxy statements and reports to  governmental agencies, listing  fees
and taxes, if any. All fees and expenses are  accrued daily and deducted befo re payment o f distributions to  shareho lders.
 

The basis fo r the Board o f Trustees’ continuation o f the Fund’s investment management ag reement will be provided in Annual o r
Semi-Annual Reports to  shareho lders fo r the periods during  which such continuations occur.
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NET ASSET VALUE
 

The Fund’s custodian calculates the Fund’s net asset value. The custodian uses prices fo r po rtfo lio  securities from a pricing
service the Fund’s Board o f Trustees has approved. The pricing  service values po rtfo lio  securities at the mean between the quo ted bid
and asked price o r the yield equivalent when quo tations are  readily available . Securities fo r which quo tations are  no t readily available
(which will constitute  the majo rity o f the Fund’s po rtfo lio  securities) are  valued at fair value as determined by the Board o f Trustees in
reliance upon data supplied by the pricing  service. The pricing  service uses methods that consider yields o r prices o f municipal
securities o f comparable  quality, type o f issue, coupon, maturity, and ratings; dealers’ indications o f value; and general market
conditions. The pricing  service may use electronic  data processing  techniques o r a matrix system, o r bo th. The Fund’s o fficers review
the pricing  service’s procedures and valuations, under the general supervision o f the Board o f Trustees o f the Fund.
 

DESCRIPTION OF BORROWINGS
 

The Fund’s Declaration o f Trust autho rizes the Fund, without prio r approval o f ho lders o f common stock o r Preferred Stock,
including  MTP Shares, to  bo rrow money. In this connection, the Fund may issue no tes o r o ther evidence o f indebtedness (including
bank bo rrowings o r commercial paper) and may secure any such bo rrowings subject to  the requirements o f the 1940 Act. Any
borrowings will rank senio r to  the Fund’s shares o f Preferred Stock, including  the MTP Shares. The Fund, as a fundamental po licy, may
no t issue debt securities that rank senio r to  MTP Shares, except fo r emergency o r temporary purposes.
 

Limitations.    Under the requirements o f the 1940 Act, the Fund, immediately after issuing  any bo rrowings that are  senio r
securities representing  indebtedness (as defined in the 1940 Act), must have an Asset Coverage o f at least 300%. With respect to  any
such bo rrowings, asset coverage means the ratio  which the value o f the to tal assets o f the Fund, less all liabilities and indebtedness no t
represented by senio r securities, bears to  the aggregate  amount o f any such bo rrowings that are  senio r securities representing
indebtedness, issued by the Fund. Certain types o f bo rrowings may also  result in the Fund being  subject to  covenants in credit
ag reements relating  to  asset coverages o r po rtfo lio  composition o r o therwise. In addition, the Fund may be subject to  certain
restric tions imposed by guidelines o f one o r more rating  agencies which may issue ratings fo r Preferred Stock, including  MTP Shares,
o r indebtedness, if any, such as commercial paper o r no tes issued by the Fund. Such restric tions may be more stringent than those
imposed by the 1940 Act.
 

Distribution Preference.    The rights o f lenders to  the Fund to  receive interest on and repayment o f principal o f any such
borrowings will be senio r to  those o f the ho lders o f Preferred Stock (including  MTP Shares), and the terms o f any such bo rrowings
may contain provisions which limit certain activities o f the Fund, including  the payment o f dividends to  ho lders o f Preferred Stock in
certain circumstances.
 

Voting Rights.    The 1940 Act does (in certain circumstances) g rant to  the lenders to  the Fund certain vo ting  rights in the event o f
default in the payment o f interest on o r repayment o f principal. In the event that such provisions would impair the Fund’s status as a
regulated investment company under the Code, the Fund, subject to  its ability to  liquidate  its po rtfo lio , intends to  repay the bo rrowings.
 

DESCRIPTION OF OUTSTANDING SHARES
 
Common Shares
 The Fund’s Declaration o f Trust autho rizes the issuance o f an unlimited number o f common shares o f beneficial interest. All
common shares have equal rights to  the payment o f dividends and the distribution o f assets upon liquidation. Common shares are , when
issued, fully paid and non-assessable , and have no  pre-emptive o r conversion rights except as the trustees may determine o r rights to
cumulative vo ting . At any time when Preferred Stock is outstanding , common shareho lders will no t be entitled to  receive any cash
distributions
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from the Fund unless all accrued dividends on Preferred Stock have been paid, and unless Asset Coverage with respect to  Preferred
Stock would be at least 200% after g iving  effect to  the distributions. The Fund pays monthly dividends, typically on the first business
day o f the fo llowing  month.
 

The common shares are  listed on the New York Stock Exchange. The Fund intends to  ho ld annual meetings o f shareho lders so
long  as the Fund’s shares are  listed on a national securities exchange and such meetings are  required as a condition to  such listing .
 
MuniPreferred Shares
 The Fund’s Declaration o f Trust autho rizes the issuance o f an unlimited number o f preferred shares. The Fund currently has
outstanding  MuniPreferred shares. Each share o f Preferred Stock ranks on parity with respect to  the payment o f dividends and the
distribution o f assets upon liquidation. Under the 1940 Act, the MTP Shares are  considered to  be a separate  series o f the Fund’s
existing  class o f Preferred Stock, and are  no t considered to  be a separate  c lass o f securities.
 

The Fund’s outstanding  MuniPreferred shares have a liquidation preference o f $25,000 per share, plus all accumulated but unpaid
dividends (whether o r no t earned o r declared) to  the date  o f final distribution. MuniPreferred shares are , when issued, (i) fully paid and
non-assessable , (ii) no t convertible  into  common shares o r o ther capital stock o f the Fund, (iii) have no  preemptive rights and (iv) no t
subject to  any sinking  fund. MuniPreferred shares are  subject to  optional and mandato ry redemption in certain circumstances.
MuniPreferred shares are  auction rate  securities, meaning  that auctions in the securities were held on a periodic  basis and interest on the
shares was paid at the end o f each auction period based on a Dutch auction process. In February 2008, the auction market failed and has
no t since recovered. The failure  o f the auction rate  market has rendered the MuniPreferred shares virtually illiquid.
 

Prio r to  the general failure  o f the auction markets, MuniPreferred shares paid dividends based on a rate  set at the auctions, which
were no rmally held weekly. In most instances, dividends were also  paid weekly on the day fo llowing  the end o f the rate  period. The rate
set at the auctions did no t exceed a “maximum rate .” In instances where auctions have failed, the dividend rates fo r the MuniPreferred
shares reset weekly at a “maximum rate”, which is determined by a fo rmula, and is based on the g reater o f 110% of sho rt-term
municipal bond rates o r “AA” taxable  commercial paper.
 

A detailed description o f the Fund’s MuniPreferred shares, including  a description o f the “maximum rate” fo rmula, is included in
the Fund’s Amendment and Restatement o f Statement Establishing  and Fixing  the Rights and Preferences o f MuniPreferred Shares that
is on file  with the Securities and Exchange Commission.
 

CERTAIN PROVISIONS IN THE DECLARATION OF TRUST AND BY- LAWS
 

Under Massachusetts law, shareho lders could, under certain circumstances, be held personally liable  fo r the obligations o f the
Fund. However, the Declaration o f Trust contains an express disclaimer o f shareho lder liability fo r debts o r obligations o f the Fund and
requires that no tice o f such limited liability be g iven in each ag reement, obligation o r instrument entered into  o r executed by the Fund
or the trustees. The Declaration o f Trust further provides fo r indemnification out o f the assets and property o f the Fund fo r all lo ss and
expense o f any shareho lder held personally liable  fo r the obligations o f the Fund. Thus, the risk o f a shareho lder incurring  financial lo ss
on account o f shareho lder liability is limited to  circumstances in which the Fund would be unable  to  meet its obligations. The Fund
believes that the likelihood o f such circumstances is remote.
 

The Declaration o f Trust and By-Laws include provisions that could limit the ability o f o ther entities o r persons to  acquire  contro l
o f the Fund o r to  convert the Fund to  open-end status. The By-Laws require  the Board o f Trustees elected by the ho lders o f common
and Preferred Stock, vo ting  as a sing le  class, be divided into  three classes, with the term o f one class expiring  at each annual meeting
of shareho lders. See the Statement o f Additional Info rmation under “Management o f the Fund.” This provision o f the By-Laws could
delay fo r up to  two  years the replacement o f a majo rity o f the Board o f Trustees. Ho lders o f Preferred Stock, vo ting  as a separate
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class, will be entitled to  elect two  o f the Fund’s trustees, serving  fo r a one year term. In addition, the Declaration o f Trust requires a
vo te  by ho lders o f at least two-thirds o f the common shares and Preferred Stock, vo ting  together as a sing le  class, except as
described below, to  autho rize (1) a conversion o f the Fund from a closed-end to  an open-end investment company, (2) a merger o r
conso lidation o f the Fund, o r a series o r c lass o f the Fund, with any o ther co rporation, association, trust o r o ther o rganization o r a
reo rganization o r recapitalization o f the Fund o r a series o r c lass o f the Fund, (3) a sale , lease o r transfer o f all o r substantially all o f the
Fund’s assets (o ther than in the regular course o f the Fund’s investment activities), (4 ) in certain circumstances, a termination o r
liquidation o f the Fund, o r a series o r c lass o f the Fund o r (5) a removal o f trustees by shareho lders, and then only fo r cause, unless,
with respect to  (1) through (4 ), such transaction has already been autho rized by the affirmative vo te  o f two-thirds o f the to tal number
o f trustees fixed in acco rdance with the Declaration o f Trust o r the By-Laws, in which case the affirmative vo te  o f the ho lders o f at
least a majo rity o f the Fund’s common shares and Preferred Stock outstanding  at the time, vo ting  together as a sing le  class, is
required; provided, however, that where only a particular c lass o r series is affected (o r, in the case o f removing  a trustee, when the
trustee has been elected by only one class), only the required vo te  by the applicable  class o r series will be required. Approval o f
shareho lders is no t required, however, fo r any transaction, whether deemed a merger, conso lidation, reo rganization o r o therwise
whereby the Fund issues shares in connection with the acquisition o f assets (including  those subject to  liabilities) from any o ther
investment company o r similar entity. In the case o f the conversion o f the Fund to  an open-end investment company, o r in the case o f
any o f the fo rego ing  transactions constituting  a plan o f reo rganization that adversely affects the ho lders o f any outstanding  Preferred
Stock, the action in question will also  require  the affirmative vo te  o f the ho lders o f at least two-thirds o f the Preferred Stock
outstanding  at the time, vo ting  as a separate  c lass, o r, if such action has been autho rized by the affirmative vo te  o f two-thirds o f the
to tal number o f trustees fixed in acco rdance with the Declaration o f Trust o r the By-Laws, the affirmative vo te  o f the ho lders o f at least
a majo rity o f the Preferred Stock outstanding  at the time, vo ting  as a separate  c lass. None o f the fo rego ing  provisions may be
amended except by the vo te  o f at least two-thirds o f the common shares and Preferred Stock, vo ting  together as a sing le  class. The
vo tes required to  approve the conversion o f the Fund from a closed-end to  an open-end investment company o r to  approve
transactions constituting  a plan o f reo rganization that adversely affects the ho lders o f any outstanding  Preferred Stock are  higher than
those required by the 1940 Act. The Board o f Trustees believes that the provisions o f the Declaration o f Trust re lating  to  such higher
vo tes are  in the best interest o f the Fund and its shareho lders.
 

The Declaration o f Trust provides that the obligations o f the Fund are  no t binding  upon the Fund’s trustees individually, but only
upon the assets and property o f the Fund, and that the trustees shall no t be liable  fo r erro rs o f judgment o r mistakes o f fact o r law.
Nothing  in the Declaration o f Trust, however, pro tects a trustee against any liability to  which he o r she would o therwise be subject by
reason o f willful misfeasance, bad faith, g ross neg ligence o r reckless disregard o f the duties invo lved in the conduct o f his o ffice .
 

The provisions o f the Declaration o f Trust and By-Laws described above could have the effect o f depriving  the common
shareho lders o f opportunities to  sell their common shares at a premium over the then current market price o f the common shares by
discourag ing  a third party from seeking  to  obtain contro l o f the Fund in a tender o ffer o r similar transaction. The overall effect o f these
provisions is to  render more difficult the accomplishment o f a merger o r the assumption o f contro l by a third party. They provide,
however, the advantage o f po tentially requiring  persons seeking  contro l o f the Fund to  nego tiate  with its management regarding  the
price to  be paid and facilitating  the continuity o f the Fund’s investment objectives and po licies. The Fund’s Board o f Trustees has
considered the fo rego ing  anti-takeover provisions and concluded that they are  in the best interests o f the Fund and its shareho lders.
 

Preemptive Rights.    The Declaration o f Trust provides that common shareho lders shall have no  right to  acquire , purchase o r
subscribe fo r any shares o r securities o f the Fund, o ther than such right, if any, as the Fund’s Board o f Trustees in its discretion may
determine. As o f the date  o f this prospectus, no  preemptive rights have been g ranted by the Board o f Trustees.
 

Reference should be made to  the Declaration o f Trust and By-Laws on file  with the Securities and Exchange Commission fo r the
full text o f these provisions.
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REPURCHASE OF FUND SHARES; CONVERSION TO OPEN- END FUND
 

The Fund is a c losed-end investment company and as such its shareho lders will no t have the right to  cause the Fund to  redeem
shares in the Fund held by such shareho lders. Instead, the common shares will trade in the open market at a price that will be a function
of several facto rs, including  dividend levels (which are  in turn affected by expenses), net asset value, dividend stability, re lative
demand fo r and supply o f such shares in the market, general market and economic conditions and o ther facto rs. Because shares o f
closed-end investment companies may frequently trade at prices lower than net asset value, the Fund’s Board o f Trustees has currently
determined that, at least annually, it will consider action that might be taken to  reduce o r e liminate  any material discount from net asset
value in respect o f common shares, which may include the repurchase o f such shares in the open market o r in private  transactions, the
making  o f a tender o ffer fo r such shares at net asset value o r submitting  the conversion o f the Fund to  an open-end investment
company to  a vo te  o f shareho lders. The Fund canno t assure you that its Board o f Trustees will decide to  take any o f these actions, o r
that share repurchases o r tender o ffers will actually reduce market discount. The Fund will be unable  to  repurchase its common shares if
it does no t meet certain asset coverage requirements relating  to  outstanding  Preferred Stock.
 

If the Fund converted to  an open-end investment company, it would be required to  redeem all Preferred Stock including  MTP
Shares then outstanding  (requiring  in turn that it liquidate  a po rtion o f its investment po rtfo lio ), and the common shares and MTP Shares
would no  longer be listed on the New York Stock Exchange o r e lsewhere. If approved by the applicable  vo te  o f the Fund’s Board o f
Trustees, the conversion to  an open-end fund would require  the vo te  o f the majo rity o f the outstanding  common shares and Preferred
Stock vo ting  together and the Preferred Stock vo ting  as a separate  c lass. In contrast to  a c losed-end investment company,
shareho lders o f an open-end investment company may require  the company to  redeem their shares at any time (except in certain
circumstances as autho rized by the 1940 Act o r the rules thereunder) at their net asset value, less any redemption charge that is in
effect at the time o f redemption. See the SAI under “Repurchase o f Fund Shares; Conversion to  Open-End Fund” fo r a discussion o f
the vo ting  requirements applicable  to  the conversion o f the Fund to  an open-end investment company.
 

Before deciding  whether to  take any action if the common shares trade below net asset value, the Board o f Trustees would
consider all re levant facto rs, including  the extent and duration o f the discount, the liquidity o f the Fund’s po rtfo lio , the impact o f any
action that might be taken on the Fund o r its shareho lders, and market considerations. Based on these considerations, even if the Fund’s
common shares should trade at a discount, the Board o f Trustees o f the Fund may determine that, in the interest o f the Fund and its
shareho lders, no  action should be taken. See the SAI under “Repurchase o f Fund Shares; Conversion to  Open-End Fund” fo r a further
discussion o f possible  action to  reduce o r e liminate  such discount to  net asset value.
 

TAX MATTERS
 

The discussion below, and the discussion in the SAI under the caption “Tax Matters,” is based on the opinion o f K&L Gates LLP
(“Tax Counsel”) on the antic ipated U.S. federal income tax consequences o f acquiring , ho lding , and disposing  o f MTP Shares. Tax
Counsel’s opinions are  based on the current provisions and interpretations o f the Internal Revenue Code o f 1986, as amended (the
“Code”) and the accompanying  Treasury regulations and on current judicial and administrative rulings. All o f these autho rities are
subject to  change and any change can apply retroactively.
 

Upon issuance o f MTP Shares, and subject to  certain assumptions and conditions, and based upon certain representations made
by the Fund, including  representations regarding  the nature o f the Fund’s assets and the conduct o f the Fund’s business, Tax Counsel
will deliver its opinion concluding  that fo r federal income tax purposes MTP Shares will qualify as stock in the Fund and distributions
made with respect to  the MTP Shares will qualify as exempt-interest dividends to  the extent designated by the Fund and no t o therwise
limited under Section 852(b)(5)(A) o f the Code (under which the to tal amount o f dividends that may be treated as exempt-interest
dividends is limited, based on the to tal amount o f tax-exempt income generated by the Fund). The Fund’s
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qualification and taxation as a regulated investment company depend upon the Fund’s ability to  meet on a continuing  basis, through
actual annual operating  results, certain requirements in the federal tax laws. Tax Counsel will no t review the Fund’s compliance with
those requirements. According ly, no  assurance can be g iven that the actual results o f the Fund’s operations fo r any particular taxable
year will satisfy such requirements.
 

The fo llowing  is intended to  be a general summary o f the material U.S. federal income tax consequences o f investing  in MTP
Shares. The discussion generally applies only to  ho lders o f MTP Shares who  are  U.S. ho lders. You will be a U.S. ho lder if you are  an
individual who  is a c itizen o r resident o f the United States, a U.S. domestic  co rporation, o r any o ther person that is subject to  U.S.
federal income tax on a net income basis in respect o f an investment in MTP Shares. This summary deals only with U.S. ho lders that
ho ld MTP Shares as capital assets. It does no t address considerations that may be relevant to  you if you are  an investo r that is subject
to  special tax rules, such as a financial institution, insurance company, regulated investment company, real estate  investment trust,
investo r in pass-through entities, U.S. ho lder o f MTP Shares whose “functional currency” is no t the United States do llar, tax-exempt
o rganization, dealer in securities o r currencies, trader in securities o r commodities that e lects mark to  market treatment, person who
ho lds MTP Shares in a qualified tax-deferred account such as an IRA, o r person that will ho ld MTP Shares as a position in a “straddle ,”
“hedge” o r as part o f a “constructive sale” fo r federal income tax purposes. It is no t intended to  be a complete  discussion o f all such
federal income tax consequences, no r does it purport to  deal with all categories o f investo rs. This discussion reflects applicable  tax
laws o f the United States as o f the date  o f this prospectus, which tax laws may change o r be subject to  new interpretation by the courts
o r the Internal Revenue Service, possibly with retroactive effect. INVESTORS ARE THEREFORE ADVISED TO CONSULT WITH
THEIR OWN TAX ADVISORS BEFORE MAKING AN INVESTMENT IN THE FUND.
 
Federal Income Tax Treatment o f the Fund
 The Fund intends to  continue to  qualify as a regulated investment company under Subchapter M o f the Code. As a regulated
investment company, the Fund generally will no t be subject to  any federal income tax.
 

The Fund primarily invests in municipal securities issued by States, c ities and local autho rities and certain possessions and
territo ries o f the United States (such as Puerto  Rico  o r Guam) o r in municipal securities whose income is o therwise exempt from
regular federal income taxes. Thus, substantially all o f the Fund’s dividends to  the ho lders o f common shares and MTP Shares will
qualify as “exempt-interest dividends.” A shareho lder treats an exempt-interest dividend as interest on state  and local bonds exempt
from regular federal income tax. Some o r all o f an exempt-interest dividend, however, may be subject to  federal alternative minimum
tax imposed on the shareho lder. Different federal alternative tax rules apply to  individuals and to  co rporations. The American Recovery
and Reinvestment Act o f 2009 provides an exemption from the federal alternative minimum tax applicable  to  individuals fo r interest on
private  activity bonds and, fo r purposes o f calculating  a co rporate  taxpayer’s adjusted current earnings, an exemption fo r interest on all
tax-exempt bonds, with bo th exemptions limited to  bonds that are  issued after December 31, 2008 and befo re January 1, 2011,
including  refunding  bonds issued during  that period to  refund bonds o rig inally issued after December 31, 2003 and befo re January 1,
2009.
 

In addition to  exempt-interest dividends, the Fund also  may distribute  amounts that are  treated as long-term capital gain o r
o rdinary income to  its shareho lders. The Fund will allocate  distributions to  shareho lders that are  treated as tax-exempt interest and as
long-term capital gain and o rdinary income, if any, proportionately among  the common and MTP Shares. In certain circumstances, the
Fund will make payments to  ho lders o f MTP Shares to  o ffset the tax effects o f a taxable  distribution. See “Description o f MTP Shares
—Dividends and Dividend Periods” in this prospectus.
 

The SAI contains a more detailed summary o f the federal tax rules that apply to  the Fund and its shareho lders. Leg islative, judicial
o r administrative action may change the tax rules that apply to  the Fund o r its shareho lders. Any change may be retroactive fo r Fund
transactions.
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Federal Income Tax Treatment o f Ho lders o f MTP Shares
 Under present law, Tax Counsel is o f the opinion that MTP Shares o f the Fund will constitute  equity o f the Fund, and thus
distributions with respect to  MTP Shares (o ther than distributions in redemption o f MTP Shares subject to  Section 302(b) o f the Code)
will generally constitute  dividends to  the extent o f the Fund’s current o r accumulated earnings and pro fits, as calculated fo r federal
income tax purposes. Because the treatment o f a co rporate  security as debt o r equity is determined on the basis o f the facts and
circumstances o f each case, and no  contro lling  precedent exists fo r the MTP Shares, there  can be no  assurance that the IRS will no t
question Tax Counsel’s opinion and the Fund’s treatment o f MTP Shares as equity. If the IRS were to  succeed in such a challenge,
ho lders o f MTP Shares could be characterized as receiving  taxable  interest income rather than exempt-interest o r o ther dividends,
possibly requiring  them to  file  amended income tax returns and retroactively to  recognize additional amounts o f o rdinary income o r to
pay additional tax, interest, and penalties.
 

Except in the case o f exempt-interest dividends and capital gain dividends, if any, dividends paid by the Fund generally will be
taxable  to  ho lders at o rdinary income tax rates. Dividends derived from net capital gain and designated by the Fund as capital gain
dividends will be treated as long-term capital gains in the hands o f ho lders regardless o f the leng th o f time such ho lders have held their
shares. Distributions in excess o f the Fund’s earnings and pro fits, if any, will first reduce a shareho lder’s adjusted tax basis in his o r her
shares and, after the adjusted tax basis is reduced to  zero , will constitute  capital gains to  a ho lder who  ho lds such shares as a capital
asset. A ho lder o f MTP Shares will be required to  report the dividends declared by the Fund fo r each day on which such ho lder is the
shareho lder o f reco rd. The Fund intends to  no tify ho lders o f MTP Shares in advance if it will allocate  to  them income that is no t exempt
from regular federal income tax. In certain circumstances, the Fund will make payments to  ho lders o f MTP Shares to  o ffset the tax
effects o f the taxable  distribution.
 

The IRS currently requires that a regulated investment company that has two  o r more classes o f stock allocate  to  each such class
proportionate  amounts o f each type o f its income (such as o rdinary income and capital gains). According ly, the Fund intends to
designate  dividends made with respect to  common shares and Preferred Stock, including  MTP Shares, as consisting  o f particular types
o f income (e .g ., exempt-interest dividends, net capital gain, o r o rdinary income) in acco rdance with each class’s proportionate  share
o f the to tal dividends paid by the Fund during  the year.
 

Although dividends generally will be treated as distributed when paid, a distribution will be treated as having  been paid on
December 31 if it is declared by the Fund in October, November o r December with a reco rd date  in such months and is paid by the Fund
in January o f the fo llowing  year. According ly, such distributions will be taxable  to  shareho lders in the calendar year in which the
distributions are  declared.
 
New York Tax Matters
 The fo llowing  is based upon the advice o f K&L Gates LLP, special counsel to  the Fund.
 

Assuming  compliance with the provisions more fully described in the Statement o f Additional Info rmation, the Fund’s regular
monthly dividends will no t be subject to  New York personal income tax to  the extent they are  paid out o f interest income earned on
New York municipal bonds o r out o f interest income earned on obligations o f the United States, its territo ries and possessions. All
o ther po rtions o f the Fund’s monthly dividends, including  distributions o f net investment company taxable  income (including  sho rt-term
capital gains) and long-term capital gains, will be subject to  the New York personal income tax. Gains recognized by shareho lders upon
the sale  o r exchange o f Fund shares also  will be subject to  New York personal income tax.
 

The treatment o f shareho lders subject to  the New York co rporation business tax differs from that described above. Corporate
shareho lders should refer to  the Statement o f Additional Info rmation fo r more detailed info rmation and are  urged to  consult their tax
adviso rs.
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Shareho lders are  advised to  consult with their own tax adviso rs fo r more detailed info rmation concerning  New York tax matters.
See “Tax Matters” in the Statement o f Additional Info rmation fo r more detailed info rmation.
 
Other State and Local Tax Matters
 While exempt-interest dividends are  exempt from regular federal, New York State  and New York City income taxes, they may
no t be exempt from o ther state  o r local income o r o ther taxes. Some states exempt from state  income tax that po rtion o f any
exempt-interest dividend that is derived from interest a regulated investment company receives on its ho ldings o f securities o f that
state  and its po litical subdivisions and instrumentalities. Therefo re, the Fund will repo rt annually to  its shareho lders the percentage o f
interest income the Fund earned during  the preceding  year on tax-exempt obligations and the Fund will indicate , on a state-by-state
basis, the source o f this income. You should consult with your tax adviser about state  and local tax matters.
 
Sale o f Shares
 The sale  o f MTP Shares by ho lders will generally be a taxable  transaction fo r federal income tax purposes. A ho lder o f MTP
Shares who  sells such shares will generally recognize gain o r lo ss in an amount equal to  the difference between the net proceeds
resulting  from the sale  and such ho lder’s adjusted tax basis in the shares so ld. A portion o f any such gain will generally be characterized
as dividend income to  the extent it is attributable  to  declared but unpaid dividends. If such MTP Shares are  held as a capital asset at the
time o f the sale , the gain o r lo ss will generally be a capital gain o r lo ss. Similarly, a redemption by the Fund (including  a redemption
resulting  from liquidation o f the Fund), if any, o f all MTP Shares actually and constructively held by a shareho lder generally will g ive rise
to  capital gain o r lo ss under Section 302(b) o f the Code if the shareho lder does no t own (and is no t regarded under certain federal
income tax rules o f constructive ownership as owning) any common shares in the Fund, and provided that the redemption proceeds do
no t represent declared but unpaid dividends. Other redemptions may also  g ive rise  to  capital gain o r lo ss, but certain conditions
imposed by Section 302(b) o f the Code must be satisfied to  achieve such treatment.
 

Losses realized by a shareho lder on the sale  o r exchange o f shares o f the Fund held fo r six months o r less are  disallowed to  the
extent o f any distribution o f exempt-interest dividends received with respect to  such shares, and, if no t disallowed, such lo sses are
treated as long-term capital lo sses to  the extent o f any distribution o f long-term capital gain received (o r designated amounts o f
undistributed capital gain that are  treated as received) with respect to  such shares.
 

Any loss realized on a sale  o r exchange will be disallowed to  the extent that substantially identical shares are  reacquired within a
period o f 61 days beg inning  30 days befo re and ending  30 days after the disposition o f such shares. In such case, the basis o f the
shares acquired will be adjusted to  reflect the disallowed loss.
 
Backup Withho lding
 The Fund may be required to  withho ld, fo r U.S. federal income tax purposes, a po rtion o f all distributions (including  redemption
proceeds) payable  to  shareho lders who  fail to  provide the Fund with their co rrect taxpayer identification number, who  fail to  make
required certifications o r who  have been no tified by the IRS that they are  subject to  backup withho lding  (o r if the Fund has been so
no tified). The current rate  o f backup withho lding  is 28%. Certain co rporate  and o ther shareho lders specified in the Code and the
regulations thereunder are  exempt from backup withho lding . Backup withho lding  is no t an additional tax; any amounts withheld may be
credited against the shareho lder’s U.S. federal income tax liability provided the appropriate  info rmation is furnished to  the IRS.
 

Investo rs are  advised to  consult their own tax adviso rs with respect to  the application to  their own circumstances o f the above-
described general federal income taxation rules and with respect to  o ther federal, state , local o r fo reign tax consequences to  them
befo re making  an investment in MTP Shares.
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UNDERWRITERS
 

Under the terms and subject to  the conditions contained in an underwriting  ag reement dated the date  o f this prospectus, the
underwriters named below have severally ag reed to  purchase, and the Fund has ag reed to  sell to  them, severally, the number o f MTP
Shares indicated below:
 

Name

     

Numbe r of MT P
S hare s

Morgan Stanley & Co . Inco rporated      530,000
Banc o f America Securities LLC      530,000
Citig roup Global Markets Inc.      530,000
UBS Securities LLC      530,000
Wells Fargo  Securities, LLC      530,000
      
Total      2,650,000
      

 
The underwriters are  o ffering  the MTP Shares subject to  their acceptance o f the MTP Shares from the Fund and subject to  prio r

sale . The underwriting  ag reement provides that the obligations o f the several underwriters to  pay fo r and accept delivery o f the MTP
Shares o ffered by this prospectus are  subject to  the approval o f certain legal matters by their counsel and to  certain o ther conditions.
The underwriters are  obligated to  take and pay fo r all o f the MTP Shares o ffered by this prospectus if any such MTP Shares are  taken.
 

The underwriters initially propose to  o ffer part o f the MTP Shares directly to  the public  at the public  o ffering  price listed on the
cover page o f this prospectus and part to  certain dealers at a price that represents a concession no t in excess o f $0.10 per MTP Share
under the public  o ffering  price. Any underwriter may allow, and such dealers may reallow, a concession no t in excess o f $0.05 per MTP
Share to  o ther underwriters o r to  certain dealers. After the initial o ffering  o f the MTP Shares, the o ffering  price and o ther selling  terms
may from time to  time be varied by the representatives. The underwriting  discounts and commissions o f $0.15 per MTP Share are
equal to  1.5% o f the public  o ffering  price. Investo rs must pay fo r any MTP Shares purchased on o r befo re December 21, 2009.
 

The Fund has g ranted the underwriters an option, exercisable  fo r 30 days from the date  o f this prospectus, to  purchase up to  an
aggregate  o f 375,000 additional MTP Shares at the public  o ffering  price listed on the cover page o f this prospectus, less underwriting
discounts and commissions. The underwriters may exercise  this option so lely fo r the purpose o f covering  over-allo tments, if any,
made in connection with the o ffering  o f the MTP Shares o ffered by this prospectus. To  the extent the option is exercised, each
underwriter will become obligated, subject to  certain conditions, to  purchase about the same percentage o f the additional MTP Shares
as the number listed next to  the underwriter’s name in the preceding  table  bears to  the to tal number o f MTP Shares listed in the
preceding  table . If the underwriters’ option is exercised in full, the to tal price to  the public  would be $30,250,000, the to tal underwriting
discounts and commissions would be $453,750 and to tal proceeds to  the Fund would be $29,796,250.
 

The fo llowing  table  shows the underwriting  discounts and commissions the Fund will pay in connection with this o ffering . The
info rmation assumes either no  exercise  o r full exercise  by the underwriters o f their overallo tment option. However, the underwriters are
no t required to  take o r pay fo r the MTP Shares covered by the underwriters over-allo tment option described below.
 

   

Pe r
MT P S hare

  

Without
O ption

  

With
O ption

Underwriting  discounts and commissions   $ 0.15  $397,500  $453,750
 

Application has been made to  list the MTP Shares, subject to  o ffic ial no tice o f issuance, on the New York Stock Exchange under
the symbol “NAN Pr C” Prio r to  this o ffering , there  has been no  public  market fo r MTP Shares. It is antic ipated that trading  on the New
York Stock Exchange will beg in within 30 days from the date  o f this prospectus. During  such period, the underwriters do  no t intend to
make a market in MTP Shares. Consequently, it is antic ipated that, prio r to  the commencement o f trading  on the New York Stock
Exchange, an investment in MTP Shares will be illiquid and ho lders o f MTP Shares may no t be able  to  sell such shares as it is unlikely
that a secondary market fo r MTP Shares will develop. If a secondary market does develop prio r to  the
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commencement o f trading  on the New York Stock Exchange, ho lders o f MTP Shares may be able  to  sell such shares only at
substantial discounts from liquidation preference.
 

The Fund and NAM have each ag reed that, without the prio r written consent o f Morgan Stanley & Co . Inco rporated on behalf o f
the underwriters, the Fund will no t, during  the period ending  180 days after the date  o f this prospectus:
 

 
·  offer, pledge, sell, contract to  sell, sell any option o r contract to  purchase, purchase any option o r contract to  sell, g rant any

option, right o r warrant to  purchase, lend, o r o therwise transfer o r dispose o f, directly o r indirectly, any senio r securities (as
defined in the 1940 Act) o r any securities convertible  into  o r exercisable  o r exchangeable  fo r senio r securities; o r

 
 ·  enter into  any swap o r o ther arrangement that transfers to  ano ther, in who le o r in part, any o f the economic consequences o f

ownership o f the MTP Shares,
 
whether any such transaction described above is to  be settled by delivery o f MTP Shares o r such o ther securities, in cash o r o therwise;
o r file  any reg istration statement with the Securities and Exchange Commission relating  to  the o ffering  o f any MTP Shares o r any
securities convertible  into  o r exercisable  o r exchangeable  fo r MTP Shares.
 

In o rder to  facilitate  the o ffering  o f the MTP Shares, the underwriters may engage in transactions that stabilize , maintain o r
o therwise affect the price o f the MTP Shares. Specifically, the underwriters may over-allo t in connection with the o ffering , creating  a
short position in the MTP Shares fo r their own account. In addition, to  cover over-allo tments o r to  stabilize  the price o f the MTP
Shares, the underwriters may bid fo r, and purchase, MTP Shares in the open market. Finally, the underwriting  syndicate  may reclaim
selling  concessions allowed to  an underwriter o r a dealer fo r distributing  the MTP Shares in the o ffering , if the syndicate  repurchases
previously distributed MTP Shares in transactions to  cover syndicate  sho rt positions, in stabilization transactions o r o therwise. Any o f
these activities may stabilize  o r maintain the market price o f the MTP Shares above independent market levels. The underwriters are
no t required to  engage in these activities, and may end any o f these activities at any time.
 

The Fund antic ipates that the representatives and certain o ther underwriters may from time to  time act as brokers and dealers in
connection with the execution o f its po rtfo lio  transactions after they have ceased to  be underwriters and, subject to  certain restric tions,
may act as such brokers while  they are  underwriters. From time to  time, Morgan Stanley & Co . Inco rporated has provided, and
continues to  provide, investment banking  services to  the Fund, NAM and its affiliates fo r which it has received customary fees and
expenses. The underwriters may, from time to  time, engage in transactions with o r perfo rm services fo r the Fund, NAM and its
affiliates in the o rdinary course o f business. As a result o f the acquisition o f Nuveen Investments by Madison Dearborn Partners, LLC,
Banc o f America Securities LLC is a remote affiliate  o f NAM (and the Fund), and certain underwriters o r their affiliates, including
Citig roup Global Markets Inc. and Wells Fargo  Securities, LLC, also  have an ownership interest in Nuveen Investments. See
“Management o f the Fund—Nuveen Investments.”
 

NAM (and no t the Fund) has ag reed to  pay from its own assets to  Morgan Stanley & Co . Inco rporated a development fee in an
amount equal to  0.25% of the price to  the public  o f the MTP Shares issued by the Fund in connection with this o ffering .
 

Certain underwriters and their affiliates, including  Morgan Stanley & Co . Inco rporated, Banc o f America Securities LLC, Citig roup
Global Markets Inc. and Wells Fargo  Securities, LLC currently own o r are  obligated to  repurchase in the future  outstanding
MuniPreferred shares. In addition, customers o f certain underwriters and their affiliates currently own outstanding  MuniPreferred shares.
Upon the successful completion o f this o ffering , these outstanding  MuniPreferred shares may be redeemed o r purchased by the Fund
with the net proceeds o f the o ffering  as set fo rth in “Use o f Proceeds.” Although such a redemption o r purchase would be done in
acco rdance with the 1940 Act in a manner that did no t favor these underwriters, affiliates o r customers, the underwriters o r their
affiliates may nonetheless be deemed to  obtain a material benefit from the o ffering  o f the MTP Shares due to  such redemption o r
purchase including , fo r certain o f the underwriters and their affiliates, po tentially substantial financial re lief and/o r relief re lated to  legal
and regulato ry matters associated with currently illiquid MuniPreferred shares.
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The Fund, NAM and the underwriters have ag reed to  indemnify each o ther against certain liabilities, including  liabilities under the
Securities Act o f 1933.
 

The address o f Morgan Stanley & Co . Inco rporated is 1585 Broadway, New York, New York 10036.
 

CUSTODIAN, TRANSFER AGENT, DIVIDEND DISBURSING AGENT AND REDEMPTION AND PAYING AGENT
 

The custodian o f the assets o f the Fund is State  Street Bank and Trust Company (“State  Street”), One Linco ln Street, Boston,
Massachusetts 02110. The custodian perfo rms custodial, fund accounting  and po rtfo lio  accounting  services. The Fund’s transfer,
shareho lder services and dividend disbursing  agent and redemption and paying  agent is also  State  Street, 250 Royall Street, Canton,
Massachusetts 02021. State  Street has subcontracted the transfer agency servicing  o f the Fund to  Computershare, Inc.
 

LEGAL OPINIONS
 

Certain legal matters in connection with MTP Shares will be passed upon fo r the Fund by K&L Gates LLP, Washing ton, DC, and
fo r the Underwriters by Simpson Thacher & Bartle tt LLP, New York, New York. K&L Gates LLP and Simpson Thacher & Bartle tt LLP
may rely as to  certain matters o f Massachusetts law on the opinion o f Bingham McCutchen LLP, Boston, Massachusetts.
 

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
 

The audited financial statements o f the Fund appearing  in the Fund’s Annual Report dated September 30, 2009 are  inco rporated by
reference into  the Statement o f Additional Info rmation and have been audited by Ernst & Young  LLP, an independent reg istered public
accounting  firm, as set fo rth in their report thereon appearing  elsewhere herein, and are  included in reliance upon such report g iven upon
the autho rity o f such firm as experts in accounting  and auditing . Ernst & Young  LLP provides auditing  services to  the Fund. The principal
business address o f Ernst & Young  LLP is 233 South Wacker Drive, Suite  1700, Chicago , Illino is 60606.
 

MISCELLANEOUS
 

To the extent that a ho lder o f MTP Shares is directly o r indirectly a beneficial owner o f more than 10% of any class o f the Fund’s
outstanding  shares (meaning  fo r purposes o f ho lders o f MTP Shares, more than 10% of the Fund’s outstanding  Preferred Stock), such
a 10% beneficial owner would be subject to  the sho rt-swing  pro fit rules that are  imposed pursuant to  Section 16 o f the Securities
Exchange Act o f 1934 , as amended (the “Exchange Act”) (and related reporting  requirements). These rules generally provide that such
a 10% beneficial owner may have to  disgo rge any pro fits made on purchases and sales, o r sales and purchases, o f the Fund’s Preferred
Stock (including  MTP Shares) within any six month time period. Investo rs should consult with their own counsel to  determine the
applicability o f these rules.
 

AVAILABLE INFORMATION
 

The Fund is subject to  the info rmational requirements o f the Exchange Act and the 1940 Act and is required to  file  reports, proxy
statements and o ther info rmation with the Securities and Exchange Commission. These documents can be inspected and copied fo r a
fee at the Securities and Exchange Commission’s public  reference room, 100 F Street, N.E., Washing ton, D.C. 20549. Reports, proxy
statements, and o ther info rmation about the Fund can be inspected at the o ffices o f the Securities and Exchange Commission.
 

This prospectus does no t contain all o f the info rmation in the Fund’s Reg istration Statement, including  amendments, exhibits, and
schedules. Statements in this prospectus about the contents o f any contract o r o ther document are  no t necessarily complete  and in
each instance reference is made to  the copy o f the contract o r o ther document filed as an exhibit to  the reg istration statement, each
such statement being  qualified in all respects by this reference.
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Additional info rmation about the Fund and MTP Shares can be found in the Fund’s Reg istration Statement (including  amendments,
exhibits, and schedules) on Form N-2 filed with the Securities and Exchange Commission. The Securities and Exchange Commission
maintains a web site  (http://www.sec.gov) that contains the Fund’s Reg istration Statement, o ther documents inco rporated by reference,
and o ther info rmation the Fund has filed electronically with the Securities and Exchange Commission, including  proxy statements and
reports filed under the Exchange Act. Additional info rmation may be found on the Internet at http://www.nuveen.com. The info rmation
contained in, o r that can be accessed through, the Fund’s website  is no t part o f this prospectus.
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APPENDIX A—FACTORS AFFECTING MUNICIPAL SECURITIES IN NEW YORK
 
Special Considerations Relating  to  New York Municipal Obligations
 The Fund will have considerable  investments in New York municipal obligations. According ly, the Fund is susceptible  to  certain
facto rs which could adversely affect issuers o f New York municipal obligations. The ability o f issuers to  pay interest on, and repay
principal o f, New York municipal obligations may be affected by: (1) amendments to  the New York Constitution and o ther statutes that
limit the taxing  and spending  autho rity o f New York government entities; (2) the general financial and economic pro file  as well as the
po litical c limate o f the State  o f New York, its public  autho rities, and po litical subdivisions; and (3) a change in New York laws and
regulations o r subsequent court decisions that may affect, directly o r indirectly, New York municipal obligations. The Fund’s yield and
share price are  sensitive to  these facto rs as one o r more o f such facto rs could undermine New York issuers’ effo rts to  bo rrow, inhibit
secondary market liquidity, erode credit ratings and affect New York issuers’ ability to  pay interest on, and repay principal o f, New
York municipal obligations. Furthermore, it should be no ted that the creditworthiness o f obligations issued by local New York issuers
may be unrelated to  the creditworthiness o f obligations issued by the State  o f New York (“State”) and the City o f New York (“City”),
and that there  is no  obligation on the part o f the State  to  make payment on such local obligations in the event o f default.
 

Summarized below are important financial concerns relating  to  the Fund’s investments in State  municipal obligations. This section
is no t intended to  be an entirely comprehensive description o f all risks invo lved in investing  in State  municipal obligations. The
info rmation in this section is intended to  g ive a recent histo rical description and is no t intended to  indicate  future  o r continuing  trends in
the financial o r o ther positions o f the State  and the City. It should be no ted that the info rmation reco rded here primarily is based on the
economic and budget fo recasts found in certain 2009 publications issued by the State , the City and the Metropo litan Transportation
Authority (“MTA”) that were published prio r to  November 16, 2009. The accuracy and completeness o f the info rmation in those
reports have no t been independently verified. Since the time o f those publications, there  may be significant changes in circumstances
altering  the economic and budget predictions found in those publications.
 
State Economy
 The State  has a varied economy with a comparatively large share o f the nation’s financial activities, info rmation and employment
in education and health services, but a very small share o f the nation’s farming  and mining  activity. The State  has the third largest
population in the nation, and its residents have a relatively high level o f personal wealth. Its location, airpo rt facilities and natural harbo rs
have made it a vital link in international commerce and tourism comprises a significant part o f the economy. The State  is likely to  be
less affected than the nation as a who le during  an economic recession that is concentrated in manufacturing  and construction, but likely
to  be more affected during  a recession that is concentrated in the services secto r. The City, which is the most populous city in the
nation and the center o f the nation’s largest metropo litan area, accounts fo r a large po rtion o f the State’s population and personal
income.
 

The U.S. recession that began in December 2007 is the worst the nation has faced since World War II. Nonetheless, as o f the end
of October 2009, the State  Division o f the Budget (“DOB”) predicted that it is likely that a weak but sustained economic recovery was
beg inning . The DOB no ted that federal stimulus prog rams appeared to  be having  a more positive impact than o rig inally antic ipated. In
addition, stronger than expected g lobal economic g rowth combined with the weak U.S. do llar have improved the outlook fo r export
g rowth with real U.S. exports pro jected to  g row 7.0 % in 2010. Finally, recent industrial production data indicated that businesses are
increasing  production in autos and o ther secto rs due to  low invento ry levels. As a result o f these facto rs, the DOB fo recasted that the
national economy would g row over 3.0% fo r the third quarter o f 2009. In addition, Real U.S. GDP was pro jected to  increase 2.3% in
2010, fo llowing  a predicted decline o f 2.5% in 2009. Although the national economic outlook has improved, fo r a number o f reasons a
strong  recovery is no t expected
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fo r some time and indeed there  are  risks that even a positive but weak economic fo recast may no t come to  fruition as quickly as
predicted. Fo r example, the labo r market remains very weak. As o f November 2009, the nation has lo st a to tal o f about 7 million jobs
since December 2007, the worst job lo ss amount since the aftermath o f World War II. Although the pace o f job lo sses has diminished,
employment is still falling  and the unemployment rate  is expected to  remain close to  10 percent throughout much o f 2010. In addition
to  falling  employment and income, househo lds appear to  be constraining  their spending  in o rder to  save more and reduce their reco rd
debt levels. Real consumption spending  is now pro jected to  rise  1.4% fo r 2010, fo llowing  a decline o f 0.7% fo r 2009. The health o f
the banking  system also  remains tenuous, particularly in reg ions where there  is a raised risk o f commercial real estate  loan defaults due
to  weakness in the commercial real estate  secto r. Consequently, due to  bo th tight lending  conditions on the part o f banks and higher
desired savings rates among  househo lds, consumer credit continues to  remain weak. There are  also  inflation risks and rising  interest
rate  risks due to  the large federal deficit and weak U.S. do llar. In addition, there  are  risks to  the public  secto r labo r market due to  budget
constraints on state  and local governments. On the o ther hand, stronger economic g rowth than is predicted in the DOB fo recast may
occur if there  is a stronger response to  the stimulus package, higher equity prices, o r stronger g lobal g rowth than antic ipated.
 

The national and now g lobal financial crisis has had a severe negative impact on State  finances. Although the State’s recession
started eight months after the national recession, it is quickly catching  up to  the U.S. recession and is likely to  last longer. DOB’s
outlook fo r the State  economy calls fo r the current recession ending  by the second half o f 2010. There is, however, substantial
downside risk to  the pro jected timing  and streng th o f the coming  recovery g iven the histo rically unprecedented decrease in wages that
has occurred during  the current recession. The declines seem to  be the g reatest among  the State’s high-wage economic secto rs, thus
heightening  the risk to  revenues. Fo r 2009, the DOB pro jects State  wages to  decline 5.8%, the largest annual decline in the histo ry o f
the Quarterly Census o f Employment and Wages data. Consequently, to tal personal income is expected to  decline 2.8% in 2009. Wage
growth fo r 2010 is expected to  be 2.1%. State  private  secto r employment is pro jected to  fall 0.6% fo r 2010, fo llowing  a decline o f
2.8% fo r 2009. The State  is pro jected to  experience a 2.3% decline in non-farm employment in 2009 and a 0.5% decline in 2010. The
drop in wages and employment appear to  be causing  a dramatic  decrease in househo ld spending  as evidenced by unprecedented large
declines in tax sales receipts. In addition there  has been a steep drop in high-value real estate  transactions causing  a significant drop in
State  and local revenues from taxable  gains realizations.
 

The credit crisis and equity market vo latility present particular uncertainty in State  fo recasts as New York is the nation’s financial
capital. According ly, less financial market activity could result from a deeper credit crisis than antic ipated, which would lower bonus
growth pro jections. Weaker labo r markets than those pro jected could result in g reater declines in wages and consequently, could lead
to  weaker househo ld consumption. Taxable  capital gains realizations could be negatively affected by a more rapid fall o f the real
estate  market than antic ipated. Employment and wages g rowth could be depressed should these effects ripple  through the economy. In
addition all the risks with respect to  the fo recast fo r the national economy apply to  the State  economy. Conversely, if the national and
world economies and Wall Street more rapidly recover from the recession than is currently pro jected, wage and bonus g rowth may be
higher than pro jected.
 

There can be no  assurance that the State  economy will no t experience worse-than-predicted results in the 2009-2010 fiscal year
(April 1, 2009 through March 31, 2010) o r subsequent fiscal years, with co rresponding  material and adverse effects on the State’s
pro jections o f receipts and disbursements.
 
State Budget
 Each year, the Governor is required to  provide the State  Leg islature  with a balanced executive budget (the “Executive Budget”)
which constitutes the proposed State  financial plan fo r the ensuing  fiscal year. The Executive Budget is required to  be balanced on a
cash basis and that is the primary focus o f the DOB in preparing  the financial plan fo r the State . State  finance law also  requires the State
financial plan to  be reported using  generally accepted accounting  principles (“GAAP”), in acco rdance with standards and regulations set
fo rth
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by the Governmental Accounting  Standards Board (“GASB”). As such, the State  reports its financial results on bo th the cash accounting
basis, showing  receipts and disbursements and the GAAP modified accrual basis, showing  revenues and expenditures. The State
financial results, as described below, are  calculated on a cash accounting  basis. The GAAP pro jections fo r the State’s budget can be
obtained from the DOB. The State’s fiscal year fo r 2009-10 ends on March 31, 2010. (The State’s fiscal year fo r 2010-11 will run from
April 1, 2010 to  March 31, 2011.) All Government Funds receipts are  pro jected to  be $128.9 billion in 2009-10, an increase o f 8.1%
from 2008-09. All Government Funds spending  is pro jected to  be $133.2 billion in 2009-10, an increase o f $11.6 billion o r 9.6% from
2008-09. The majo r sources o f All Government Funds spending  includes among  o ther things: schoo l aid, transportation, public  health,
mental hyg iene and social services.
 

The DOB pro jects a c losing  balance in the State’s largest and principal operating  fund, the General Fund, o f $1.4  billion at the end
of the 2009-10 fiscal year assuming  present expected budget gaps can be closed. (See important disclosure regarding  closure o f the
pro jected budget gaps in the General Fund Outyear Budget Gap Pro jections and the Other Considerations sections o f this Statement o f
Additional Info rmation.) The balance consists o f $1.2 billion in undesignated reserves and $145 million in designated reserves fo r
existing  o r planned commitments. The undesignated reserves will include $1.0 billion in the Tax Stabilization Reserve Fund, $175
million in the Rainy Day Reserve Fund and $21 million in the Contingency Reserve Fund fo r litigation risks. The designated reserves
include $72 million in the Community Pro jects Fund to  finance certain initiatives o f the state  leg islature  and $73 million set aside fo r
debt management purposes.
 

Total General Fund receipts and transfers from o ther funds are  pro jected to  be approximately $51.7 billion reco rded in 2009-10, a
decrease o f $2.1 billion o r 3.9% from 2008-09 results. To tal General Fund disbursements, including  transfers to  o ther funds, are
pro jected to  be $54 .6 billion fo r 2009-10. However, if the State , like many municipal issuers during  the current credit crisis, canno t sell
bonds at the levels (o r on the timetable) expected, the State  could experience significantly increased costs in the General Fund, which
would result in a weakened overall cash position in the current fiscal year.
 
General Fund Outyear Budget Gap Projections
 At the outset o f the 2009-10 budget adoption process, the 2009-10 gap was the largest the State  has ever faced when measured
in abso lute  do llars and as a percentage o f receipts. Fo r perspective, the two-year budget gap that needed to  be closed fo r 2008-09 and
2009-10 was equal to  approximately 37 percent o f to tal General Fund receipts in 2008-09. The 2009-2010 Enacted Budget Financial
Plan fo r the State  issued on April 28, 2009 (“Financial Plan”) by the DOB closed the pro jected budget gap through a deficit reduction
plan (“DRP”) which relied in part on direct fiscal re lief from the Federal government under the American Recovery and Reinvestment
Act o f 2009 (“ARRA”). However, as o f October 30, 2009 the DOB predicted additional budget gaps o f $3.2 billion in 2009-10 and $6.8
billion in 2010-11. The combined four-year gap pro jected fo r fiscal years 2009-10 through 2012-13 to tals $44 .3 billion befo re budget
reduction recommendations. The current budget gap is predominantly due to  the reduction in pro jected receipts from personal income
tax (“PIT”) and business taxes. Future year budget gaps are  a result o f a combination o f lower tax receipts and increases in pro jected
disbursements. The DOB has updated the DRP to  eliminate  the entire  current-year budget gap o f $3.2 billion. The updated DRP includes
roughly $800 million from actions that DOB believes can be implemented administratively and $2.3 billion in savings that will require
approval by the Leg islature  o r o ther levels o f government, o r bo th. Assuming  the successful implementation o f the DRP to  eliminate
the current-year budget gap (now estimated at $3.2 billion) without the use o f existing  reserves, DOB estimates that the General Fund
will end the 2009-10 fiscal year with a balance o f $1.4  billion.
 

The cash position o f the State  is a significant concern. The current cashflow fo recast pro jects that, if the Leg islature  does no t
take action on the DRP in November 2009, the General Fund will end November 2009 with a negative balance o f approximately $150
million, and will end December 2009 with a negative balance o f approximately $1.1 billion. DOB expects that the General Fund will
re turn to  a positive month-end balance in January 2010, due to  the timing  o f PIT receipts. DOB will continue to  closely track and
manage the General
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Fund cash flow during  the remaining  months o f the current fiscal year and antic ipates that it will continue to  take cash-management
actions (such as altering  the timing  o f discretionary payments) to  try to  maintain adequate  operating  balances. Furthermore, the State  is
reserving  money to  make the debt service payments fo r November and December 2009 that are  financed with General Fund resources.
DOB intends to  reserve money again in January 2010 fo r payments due in the last quarter o f the current fiscal year.
 

The primary contributo r to  the State’s long-term pro jected budget gaps is sustained g rowth in spending  commitments in majo r
programs and activities over the four-year Financial Plan period. The State-financed po rtion o f the budget has increased at a g reater
pace than bo th personal income and inflation over the past ten years, and it is pro jected to  continue to  increase over the next four years
in the absence o f measures to  contro l spending . From fiscal year 2009-10 through fiscal year 2012-13, General Fund disbursements are
pro jected to  g row at an average annual rate  o f approximately 8.0% and State  Operating  Funds disbursements, which include activity in
State  special revenue funds and debt service funds and the General Fund, are  estimated to  increase at 6.3% annually. Such rates have
been adjusted to  exclude the impact o f federal stimulus funding . The unadjusted g rowth rates are  approximately 11% in the General
Fund and 8.4% in State  Operating  Funds. On the o ther hand, State  tax receipts during  the plan period are  pro jected to  increase at 3.9%
annually. To  address these gaps, it is antic ipated that the 2010-11 Executive Budget will propose significant decreases in State
spending  commitments.
 

There is no  guarantee that the Leg islature  o r o ther parties will approve actions (i) in acco rdance with the timing  assumed in the
October 30, 2009 Mid-Year Update  to  the Financial Plan (the “Updated Financial Plan”), (ii) at levels adequate  to  close the pro jected
budget gap in the current year, o r (iii) that the administrative savings to  close the gap, including  those mentioned above concerning
State  agency operations, will succeed at the level pro jected in the Updated Financial Plan.
 

The budget gap fo recasts are  based on assumptions o f economic perfo rmance, revenue co llections, spending  patterns and
pro jections o f the costs o f prog ram activities. Future budget gaps are  subject to  substantial revision as additional info rmation becomes
available  about the national and State  economies, financial secto r activity, entitlement spending  and social service caseloads, and State
reimbursement obligations that are  driven by local government activity.
 
Other Considerations
 Many complex po litical, social and economic fo rces influence the State’s economy and finances, which may in turn affect the
Budget. These facto rs may affect the State  unpredictably from fiscal year to  fiscal year and are  influenced by governments,
institutions and events that are  no t subject to  the State’s contro l. It is also  necessarily based upon fo recasts o f national and State
economic activity. Economic fo recasts have frequently failed to  predict accurately the timing  and magnitude o f changes in the national
and State  economies. There can be no  assurance that the State’s actual results will no t differ materially and adversely from the current
fo recast.
 

On March 24 , 2009, the State  announced the implementation a Workfo rce Reduction Plan (“WRP”) in o rder to  close budget gaps.
DOB expects that the WRP will result in a State  workfo rce reduction equivalent to  approximately 8,700 employees, and will generate
savings o f approximately $160 million in 2009-10, g rowing  to  over $300 million in 2010-11. There can be no  assurance that the WRP
will achieve the level o f savings pro jected in the Financial Plan.
 

The Financial Plan fo recast also  contains specific  transaction risks and o ther uncertainties including , but no t limited to , the
development o f new Video  Lo ttery Terminal facilities; the receipt o f certain payments from public  autho rities; the receipt o f
miscellaneous revenues at the levels expected in the Financial Plan; the enfo rcement o f certain tax regulations on Native American
reservations; the timing  and value o f proceeds from the sale  o f Wellpo int stock expected to  finance certain health care  spending ; and
the achievement o f cost-saving  measures, including , but no t limited to , administrative savings in State  agencies through the WRP and
the transfer o f available  fund balances to  the General Fund, at the levels currently pro jected. Such risks and uncertainties, if they were to
materialize , could have an adverse impact on the Financial Plan.
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One o f the impending  large risks to  the economic fo recast invo lves the repayment o f, the curtailment in funding  from, and/o r
po tential federal disallowance o f various Medicaid reimbursements. The State  recently estimated that if some o f these federal
disallowances come to  fruition, the result would be a decrease in Federal aid to  the State  o f some $2.4  billion—$1.7 billion associated
with limiting  public  provider reimbursement to  cost and $700 million stemming  from the g raduate  medical education regulation and the
rehabilitation services regulation. Such reductions would affect many State  services and programs including  hospitals, c linics, nursing
homes, mental hyg iene services, Early Intervention Programs and schoo ls.
 

An additional risk is the po tential cost o f co llective bargaining  ag reements and salary increases fo r judges, possibly o ther e lected
offic ials and unions in 2009-10 and beyond. DOB estimates that if all remaining  unsettled unions were to  ag ree to  the same terms that
have been ratified by settled unions, it would result in added costs o f approximately $250 million through 2010-11 (assuming  a
retroactive component fo r fiscal years prio r to  2009-10), and $140 million in bo th 2011-12 and 2012-13. The Financial Plan included a
spending  reserve o f approximately $400 million in 2009-10 and $275 million in bo th 2010-11 and 2011-12 to  finance po tential
ag reements with unsettled unions. Although the DOB has included a spending  reserve to  finance the costs o f a pattern settlement fo r all
unsettled unions, there  can be no  assurance that actual settlements will no t exceed the amounts included in the Plan. In addition, no
reserve has been set aside fo r po tential pay raises fo r judges.
 

Debt outstanding  and debt service costs over the course o f the plan period are  pro jected to  remain below the limits prescribed by
the Debt Refo rm Act o f 2000 (“Debt Refo rm Act”) based on the updated fo recasts in the Updated Financial Plan. The available  room
under the debt outstanding  cap is expected to  decline, however, from $6.8 billion in 2009-10 to  $52 million in 2012-13. The
modifications mostly reflect the timing  o f bonding  fo r CUNY and economic development purposes o ffset by a slightly improved
pro jection fo r State  personal income in subsequent years. To  stay in compliance with the Debt Refo rm Act, the State  may need to  take
steps to  adjust capital spending  and debt financing  practices.
 

The fiscal health o f the State  is c lo sely linked to  the fiscal health o f its localities, particularly the City, which has histo rically
required significant financial assistance from the State . The national and g lobal financial crisis and stock market declines have yielded
substantive credit pressure, although rating  stability has been exhibited throughout these events. The State’s disproportionate
dependency upon the financial services secto r exposes the State  to  vo latility during  the current period o f financial market weakness.
Additionally, upstate  municipalities do  no t necessarily benefit from strong  financial market perfo rmance as do  the City and surrounding
areas and, therefo re, economic improvement may no t be unifo rm across the State . Furthermore, if the g lobal economies have slower
g rowth than expected, demand fo r State  goods and services would be lower than pro jected, which would again diminish employment
and income g rowth relative to  the fo recast.
 

The United States Congress o ften considers making  changes to  the Code. Since the State  uses federal taxable  income as the
starting  po int fo r calculating  taxable  income, such changes in federal law could adversely impact State  tax revenues.
 
Recent State Fiscal Years
 The DOB has reported that the General Fund ended the 2008-09 fiscal year with the fo llowing  unaudited results on a cash basis.
The State  ended the 2008-09 fiscal year in balance. To tal receipts, including  transfers from o ther funds, were $53.8 billion.
Disbursements, including  transfers to  o ther funds, to taled $54 .6 billion. The General Fund ended the fiscal year with a balance o f $1.9
billion, which included $1.0 billion in the Tax Stabilization Reserve Fund, $175 million in the Rainy Day Reserve Fund, and $145 million in
the Community Pro jects Fund.
 
State Debt
 Included in state  financing  activities are  State-supported debt and State-related debt. State-supported debt includes general
obligation debt approved by the vo ters and debt issued on behalf o f the State  by public  autho rities, obligating  the State  to  pay debt
service, subject to  appropriation. State-related debt is a broader
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measure that includes State-supported debt, as well as State-guaranteed debt, moral obligation financings and certain contingent-
contractual obligation financings, where debt service is paid from non-State  sources in the first instance, and State  appropriations are
available , but typically no t expected to  be needed, to  make payments.
 

In addition, long-term obligations are  issued by the Local Government Assistance Corporation Program, a public  benefit
co rporation empowered to  issue long-term obligations to  fund certain payments to  local governments traditionally funded through the
State’s annual seasonal bo rrowing . Furthermore, certain State  Authorities issue State  Personal Income Tax Revenue Bond Financing
(“State  PIT Revenue Bonds”). The leg islation enacting  the issuance o f State  Pit Revenue Bonds provides that 25% of State  PIT
receipts, excluding  refunds owed to  taxpayers, must be used to  make debt service payments on these bonds. Leg islation enacted in
2007 increased, under certain circumstances, the amount o f PIT receipts to  be deposited into  the Revenue Bond Tax Fund by
removing  an exclusion fo r PIT amounts deposited to  the STAR Fund.
 

As o f March 31, 2009, the State  had approximately $3.3 billion outstanding  in general obligation debt, $26 billion in debt re lating
to  lease-purchase and contractual-obligation financing  o f State  capital prog rams, $13.7 billion in State  PIT Revenue Bonds, $3.8 billion
in debt from the Local Government Assistance Corporation, $4 .3 billion outstanding  in contingent-contractual obligation financings,
$40 million in moral obligations financing , $32 million in State  guaranteed debt and $780 million in o ther State  financings. The Financial
Plan pro jects the fo llowing  new debt issuances fo r 2009-10: $598 million in general obligation bonds will be issued; $577 million in
issuances by the Thruway Authority to  finance capital pro jects fo r transportation; $100 million in SUNY Dormito ry Facilities Revenue
Bonds; $520 million in Mental Health Facilities Improvement Revenue Bonds to  finance mental health facilities capital pro jects; and
$4 .1 billion in State  PIT Revenue Bonds to  finance various capital prog rams.
 

The to tal amount o f State-related debt outstanding  is pro jected to  increase from 5.6% of personal income in fiscal year 2008-09
to  6.0% in 2009-10. To tal State-related debt outstanding  is estimated to  increase from $52.1 billion in 2008-09 to  $54 .5 billion in 2009-
10. To tal state-related debt service as a percent o f the All Government Funds budget is pro jected to  increase from 4 .5% in 2008-09 to
5.3% in 2013-14 .
 

New State-supported debt issued on o r after April 1, 2000 is subject to  the Debt Refo rm Act. This Act imposes caps on new debt
outstanding  and new debt service costs, restric ts the use o f debt to  capital works and purposes only and restric ts the maximum term o f
debt issuances to  no  more than 30 years.
 

As o f September 11, 2009, S&P rated the State’s outstanding  general obligation bonds AA. As o f October 4 , 2009, Fitch, Inc.
rated them AA–. While  as o f October 7, 2009, Moody’s rated them Aa3. Ratings reflect only the respective views o f such
organizations, and an explanation o f the significance o f such ratings may be obtained from the rating  agency that furnished the rating .
There is no  assurance that a particular rating  will continue fo r any g iven period o f time o r that any such rating  will no t be revised
downward o r withdrawn entirely, if in the judgment o f the agency o rig inally establishing  the rating , c ircumstances so  warrant. Any such
downward revision o r withdrawal could have an adverse effect on the market prices o f the State  general obligation bonds.
 
Litigation
 The State  is a defendant in certain court cases that could ultimately affect the ability o f the State  to  maintain a balanced Financial
Plan. The State  believes that the proposed Financial Plan includes suffic ient reserves to  o ffset the costs associated with any po tential
adverse rulings. In addition, any po tential amounts may be structured over a multi-year period. However, it is possible  that adverse
decisions in legal proceedings against the State  could exceed the amount o f all po tential Financial Plan resources set aside fo r
judgments, and consequently could negatively affect the State’s ability to  maintain a balanced Financial Plan. The disclosure below only
includes litigation where the State  deems the monetary claims against the State  to  be material. The State  generally only deems a
monetary claim to  be material if it exceeds $100 million. Furthermore, the litigation discussed below does no t include all pending
material matters and it does no t include any pending  material matter where the State’s legal counsel has advised that it is no t probable
that the State  will suffer adverse decisions.
 

A-6



In Oneida Indian Nation of New York et al. v. State of New York, plaintiff, the alleged successo rs-in-interest to  the histo ric  Oneida
Indian Nation, c laimed that they held an interest in a 250,000 acre  area in Madison and Oneida counties that was so ld to  the State  in a
series o f transactions between 1795 and 1846. On March 29, 2002, the Distric t Court g ranted, in part, plaintiffs’ mo tion to  strike the
State’s defenses and counterclaims. The Distric t Court also  denied the State’s mo tion to  dismiss fo r failure  to  jo in indispensable
parties.
 

While settlement discussions were underway in this case, two  significant decisions were rendered by the Supreme Court and the
Second Circuit Court o f Appeals which changed the legal landscape pertaining  to  ancient land claims: City of Sherrill v. Oneida Indian
Nation of New York, 544  U.S. 197 (2005), and Cayuga Indian Nation of New York v. Pataki, 413 F.3d 266 (2d Cir. 2005), cert. denied,
126 S.Ct. 2021, 2022 (2006). Taken together, these cases have made clear that the equitable  doctrines o f laches, acquiescence, and
impossibility can bar ancient land claims. These decisions prompted the Distric t Court to  reassess its 2002 decision, which in part had
struck such defenses, and to  permit the filing  o f a mo tion fo r summary judgment predicated on the Sherrill and Cayuga ho ldings. On
August 11, 2006, the State  moved fo r summary judgment dismissing  the action, based on the defenses o f laches, acquiescence, and
impossibility. By o rder dated May 21, 2007, the Distric t Court dismissed plaintiffs’ c laims to  the extent that they asserted a possesso ry
interest, but permitted plaintiffs to  pursue a c laim seeking  the difference between the amount paid and the fair market value o f the lands
at the time o f the transaction. The Distric t Court certified the May 21, 2007 o rder fo r interlocuto ry appeal and, on July 13, 2007, the
Second Circuit g ranted motions by bo th sides seeking  leave to  pursue interlocuto ry appeals o f that o rder. On June 3, 2008, o ral
argument was conducted befo re the Second Circuit, but the Second Circuit has yet to  make a decision in the case.
 

Cayuga Indian Nation of New York, et al. v. Pataki, et al. invo lves approximately 64 ,000 acres in Seneca and Cayuga Counties
that the histo ric  Cayuga Nation so ld to  the State  in 1795 and 1807 in alleged vio lation o f the Nonintercourse Act (“NIA”). In 2001, the
Distric t Court denied ejectment as a remedy, and rendered a judgment against the State  fo r damages and prejudgment interest in the net
amount o f $250 million. The State  and tribal plaintiffs appealed. On June 28, 2005, the Second Circuit reversed and entered judgment
dismissing  the Cayuga action, based upon the intervening  Supreme Court decision in Oneida Indian Nation v. City of Sherrill, applying
the same equitable  defenses that the Supreme Court re lied on in City of Sherrill. The Supreme Court denied certio rari in Cayuga on
May 15, 2006. The Cayuga plaintiffs filed a FCRP 60(b)(6) mo tion to  have the decision vacated and a stay o f the 60(b)(6) mo tion until
after the Second Circuit decides the appeal in the Oneida case, which was g ranted on May 20, 2008.
 

Canadian St. Regis Band of Mohawk Indians, et al., v. State of New York, et al. and The Onondaga Nation v. The State of New York,
et al., bo th under the jurisdiction o f the United States Distric t Court fo r the Northern Distric t o f New York, also  deal with Indian land
claims. The plaintiffs in the Canadian St. Regis Band of Mohawk Indians case allege that approximately 15,000 acres in Franklin and St.
Lawrence Counties were illegally transferred from their predecesso rs-in-interest. They now seek ejectment and monetary damages. On
July 28, 2003, the Distric t Court g ranted, in most respects, the plaintiffs’ mo tion to  strike defenses and dismiss defendants’
counterclaims. On October 20, 2003, the same court denied the State’s mo tion fo r reconsideration o f the po rtion o f the July 28, 2003
decision which rejected a counterclaim against the United States fo r contribution. On February 10, 2006, after failed settlement
attempts, the Distric t Court o rdered a stay o f all further proceedings in Canadian St. Regis Band of Mohawk Indians until 45 days after
the issuance o f the United States Supreme Court’s final decision in Cayuga Indian Nation of New York. The defendants moved fo r
judgment on the pleadings after certio rari was denied in Cayuga, on November 6, 2006. On May 16, 2008, the Distric t Court issued an
order staying  the case until a decision is rendered with respect to  the pending  appeal in the Oneida case.
 

The Onondaga Nation v. The State of New York, et al., invo lves a strip o f land known as “aborig inal territo ry.” The land is described
in the complaint as an area o r strip o f land running  generally no rth and south from the St. Lawrence River in the no rth, along  the east side
o f Lake Ontario , and south as far as the Pennsylvania bo rder, varying  in width from about 10 miles to  more than 40 miles, including  the
area constituting  the City o f Syracuse. The plaintiff seeks a judgment declaring  that certain lands allegedly constituting  the aborig inal
territo ry o f the Onondaga Nation within the State  are  the property o f the Onondaga Nation and the
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Haudenosaunee, o r “Six Nations Iroquo is Confederacy,” and that conveyances o f po rtions o f that land pursuant to  treaties during  the
period 1788 through 1822 are  null and vo id. Based on the precedent set by Sherrill and Cayuga, the defendants moved fo r an o rder
dismissing  this action, based on laches, on August 15, 2006. The court reserved decision on the motion at the hearing  held on October
11, 2007. Plaintiffs filed a motion on October 17, 2006 seeking  a continuance to  conduct discovery, which was denied on September
21, 2009.
 

In 2002, two  cigarette  importers brought an action, captioned Freedom Holdings Inc. et al. v. Spitzer et ano., challeng ing  po rtions
o f laws enacted by the State  under the 1998 Tobacco  Master Settlement Agreement (“MSA”) that New York and many o ther states
entered into  with the majo r tobacco  manufacturers. The initial complaint set fo rth claims fo r: (1) vio lations o f the Commerce Clause o f
the U.S. Constitution; (2) the establishment o f an “output cartel” in conflic t with the Sherman Act; and (3) selective non-enfo rcement o f
the laws on Native American reservations in contradiction o f the Equal Pro tection Clause o f the U.S. Constitution. Subsequently, the
U.S. Distric t Court fo r the Southern Distric t o f New York g ranted defendants’ mo tion to  dismiss the complaint fo r failure  to  state  a
cause o f action. Plaintiffs appealed from this dismissal. The U.S. Court o f Appeals fo r the Second Circuit, in an opinion decided January
6, 2004 , (1) affirmed the dismissal o f the Commerce Clause claim; (2) reversed the dismissal o f the Sherman Act c laim; and (3)
remanded the selective enfo rcement c laim to  the Distric t Court fo r further proceedings. Plaintiffs have filed an amended complaint that
also  challenges the MSA itself (as well as o ther related State  statutes) mainly on g rounds o f preemption, and plaintiffs also  sought a
preliminary injunction. On September 14 , 2004 , the Distric t Court denied the motion fo r a preliminary injunction, except as to  that
po rtion that re lated to  the tobacco  manufacturers’ ability to  obtain the release o f certain funds from escrow. The Second Circuit
affirmed the Distric t Court’s ho lding  in May 2005. The motions and cross-motions o f the parties fo r summary judgment were fully
submitted to  the Distric t Court in December 2006. The Distric t Court requested, by o rder dated July 7, 2008, updated statistical
info rmation and o ther info rmation needed to  reso lve certain material questions. Pursuant to  a December 15, 2008 o rder summarizing  a
preliminary decision, the Distric t Court dismissed all o f plaintiffs’ c laims after an evidentiary hearing . The Court issued its opinion and
order g ranting  judgment dismissing  the complaint on January 12, 2009. Plaintiffs have appealed; briefs are  fully submitted and o ral
argument is scheduled fo r December 2, 2009.
 

In Grand River Ent. v. King, a lawsuit against the atto rneys general o f 30 states, including  New York, a c igarette  importer alleges
the same claims as those raised by the plaintiffs in Freedom Holdings. The parties have filed cross-motions fo r summary judgment in
the United States Distric t Court fo r the Southern Distric t o f New York; briefing  is expected to  be completed on November 4 , 2009.
 

There are  a number o f cases in which nursing  homes have challenged the statuto ry provisions setting  the reimbursement
methodo logy under which they receive Medicaid payments, including  New York State Health Facilities Association, et al., v. DeBuono,
et al.; St. Luke’s Nursing Center, et al. v. DeBuono, et al.; New York Association of Homes and Services for the Aging v. DeBuono, et al.
(six cases); and Matter of Nazareth Home of the Franciscan Sisters, et al. v. Novello. Plaintiffs in these cases generally allege that the
changes in methodo log ies have been adopted in vio lation o f procedural and substantive requirements o f state  and federal law.
 

In New York Association of Homes and Services for the Aging v. DeBuono, et al., the U.S. Distric t Court fo r the Northern Distric t o f
New York, by o rder dated May 19, 2004 , dismissed plaintiffs’ complaint. The Second Circuit Court o f Appeals subsequently affirmed
the o rder o f the Distric t Court on April 6, 2006 and the case is now concluded. A number o f re lated State  court cases invo lving  the
same parties and issues have been held in abeyance pending  the result o f the litigation in Federal court.
 

State of New York, et al. v. The United States of America, et al., 06-CV-810 (WDNY) is an action by the State  and the New York
State  Energy Research and Development Authority seeking  (i) a declaration that defendants are  liable  under the Comprehensive
Environmental Response, Compensation, and Liability Act (CERCLA) fo r the State’s response costs and fo r damages to  the State’s
natural resources stemming  from releases from the site  in Cattaraugus County, New York, and a judgment compensating  the State  fo r
such costs and damages, (ii) a declaration o f defendants’ responsibilities under the West Valley Demonstration Pro ject Act
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to  decontaminate  and decommission the site  as well as fo r future  site  monito ring  and maintenance, and (iii) a declaration that the
defendants are  responsible  fo r paying  the fees fo r disposal o f so lidified high level radioactive waste  at the West Valley site . The
parties have ag reed to  stay the litigation and to  submit the matters referenced in (i) and (ii) above to  non-binding  arbitration and early
neutral evaluation.
 

The mediation resulted in the parties filing  a proposed Consent Decree on October 27, 2009, which reso lved part o f the litigation.
The proposed o rder is intended to  settle  the claims fo r CERCLA allocation o f costs as well as the obligations o f the United States
under the West Valley Demonstration Pro ject by allocating  certain percentages o f the cost o f each po tential remedy fo r the various
structures and contaminated areas on the site  among  the parties. The natural resource damages claim would be dismissed under a
to lling  ag reement that would g ive the plaintiffs three years to  file  a new lawsuit o r seek ano ther to lling  period. The claim concerning  the
federal government’s obligation to  pay fees fo r disposal o f high level radioactive waste  from the West Valley Demonstration Pro ject
under the Nuclear Waste  Po licy Act has no t been settled o r dismissed and it will continue to  be litigated. The parties will ask the court to
permit a 30-day period fo r the public  to  submit comments to  the State  concerning  the terms o f the proposed Consent Decree. The
State  will review the comments received from the public  and will move fo r entry o f the Consent Decree, if appropriate .
 

In International Bottled Water Association, et al. v. Paterson, et al., plaintiffs demand declarato ry and injunctive relief declaring
that certain amendments (which require  that plaintiffs and o ther beverage manufacturers and distributo rs place a unique New York-
exclusive universal product code on all bo ttles covered by the law that are  o ffered fo r sale  in the State) to  the State’s Bo ttle  Bill,
enacted on April 7, 2009, vio late  the due process clause, the equal pro tection clause and the commerce clause o f the U.S. Constitution.
The distric t court, pursuant to  o rder entered May 29, 2009, g ranted a preliminary injunction that (1) enjo ined the State  from
implementing  o r enfo rcing  the New York-exclusive universal product code provision o f the Bo ttle  Bill and (2) enjo ined the State  from
implementing  o r enfo rcing  any and all o ther amendments to  the Bo ttle  Bill that were signed into  law on April 7, 2009, until April 1, 2010,
to  allow persons subject to  the amendments enough time to  comply with the Bo ttle  Bill’s requirements.
 

On August 13, 2009, the Court g ranted the State  defendants’ mo tion to  modify the preliminary injunction so  that its provisions
applied only to  water bo ttles and stated that the injunction would disso lve by October 22, 2009, unless the bo ttlers displayed cause that
due process required that the injunction should continue. After reviewing  the parties’ submissions, the Court lifted the injunction on
October 23, 2009, which allowed most o f the state  law requiring  a five cent deposit on water bo ttles to  take effect on October 31,
2009. The State , however, was permanently enjo ined from implementing  a provision requiring  water bo ttles to  include an exclusive
New York universal product code on each bo ttle .
 

On July 17, 2008, Weaver v. State of New York was filed in the New York State  Court o f Claims. The claimant alleges that
executive directo rs o f Office o f Mental Health facilities have improperly received and applied benefits that were due to  patients and
fo rmer patients. The named claimant seeks certification o f a c lass, as well as benefits on her own behalf. On September 26, 2008, the
State  moved to  dismiss the claim arguing  that the claimant failed to  file  a mo tion to  certify the class in a timely manner and the claimant
failed to  identify the time and place in which each claim arose. The claimant opposed the motion and cross moved to  seek certification
of the class, pre-certification discovery, and partial summary judgment. The State  submitted reply papers on April 1, 2009. The State
also  has opposed the claimant’s cross-motions and submitted a motion fo r summary judgment. The claimant moved to  amend the
complaint on July 7, 2009. Claimant filed an amended complaint on October 14 , 2009, which added a claimant, changed the class
representative, revised the definition o f the proposed class o f c laimants to  include only inpatients treated at Office o f Mental Health
facilities, and dropped certain claims. The State  has been directed to  resubmit its mo tion to  dismiss the class c laims, which is
scheduled to  be argued on December 16, 2009. The State  will file  an answer with respect to  the individual c laims after the court rules on
the motion to  dismiss. In addition, after the filing  o f the answer, the parties may move fo r summary judgment and move to  certify the
class.
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State Retirement Systems
 The State  and Local Retirement Systems (“Systems”) provide coverage fo r public  employees o f the State  and its localities
(except employees o f the City and teachers, who  are  covered by separate  plans). The State  Constitution considers membership in any
State  pension o r retirement system to  be a contractual re lationship, the benefits o f which shall no t be diminished o r impaired. The
present value o f antic ipated benefits fo r current members, re tirees, and beneficiaries as o f April 1, 2009 was $176.6 billion (including
$69 billion fo r current re tirees and beneficiaries), and the net assets available  fo r benefits as o f March 31, 2009 were $110.9 billion
(including  $2.9 billion in receivables). Under the funding  method used by the Systems, the antic ipated benefits o f current members,
retirees and beneficiaries are  expected to  be suffic iently covered by the net assets, plus future  actuarially determined contributions.
Recent market turmoil has negatively impacted the assets held fo r the Systems, such that the unaudited value o f Systems’ assets fo r
the fiscal year ended March 31, 2009 showed a decline o f 28.8%. Because o f these declines in assets it is expected that employers
may be required to  increase their contributions fo r fiscal years 2011-2015. Final contribution rates fo r fiscal year 2011 were released in
September 2009. Contributions are  set to  increase from 7.4% of salary in fiscal year 2010 to  11.9% of salary in fiscal year 2011 fo r the
New York State  and Local Employees’ Retirement System and to  increase from 15.1% of salary in fiscal year 2010 to  18.2% of salary
in fiscal year 2011 fo r the New York State  and Local Po lice and Fire  Retirement System.
 
Authorities
 Generally, the fiscal stability o f the State  is partially dependent upon the fiscal stability o f its public  autho rities (“Authorities”).
Such Authorities are  responsible  fo r financing , constructing  and operating  revenue-producing  public  benefit facilities. Authorities may
issue bonds and no tes within the amounts and restric tions set fo rth in their leg islative autho rization and are  no t subject to  the
constitutional restric tions on the incurrence o f debt that apply to  the State  itself. No t surprising ly, if any o f the Authorities were to
default on their respective obligations, particularly with respect to  debt that is State-supported o r State-related, the State’s access to
the public  credit markets could be impaired, and consequently, the market price o f its outstanding  debt could be negatively affected.
As o f December 31, 2008, the aggregate  outstanding  debt, including  refunding  bonds, o f all the Authorities was approximately
$140 billion, and there  were 19 public  autho rities that had outstanding  debt o f $100 million o r more.
 

In o rder to  pay their operating  expenses and debt service costs, Authorities generally use revenues generated by the pro jects
they finance o r operate , such as to lls charged fo r the use o f highways, bridges o r tunnels, rentals charged fo r housing  units, charges fo r
occupancy at medical care  facilities, and charges fo r public  power, e lectric , and gas utility services. In addition, the State  is autho rized
to  finance debt service costs o f the Authorities through several financing  techniques. In recent years, however, the State  has provided
financial assistance through appropriations, in some cases o f a recurring  nature, to  certain o f the Authorities fo r operating  and o ther
expenses and, in fulfillment o f its commitments on moral obligation indebtedness o r o therwise, fo r debt service. This operating
assistance is expected to  continue to  be required in future  years. Moreover, certain statuto ry arrangements provide fo r State  local
assistance payments o therwise payable  to  localities to  be made under certain circumstances to  certain Authorities. The State  has no
obligation to  provide additional assistance to  localities whose local assistance payments have been paid to  Authorities under these
arrangements, but understandably, the affected localities could seek additional State  funds in the event that local assistance payments
are  diverted to  Authorities.
 
Metropo litan Transportation Authority
 In July 2009, the MTA released the MTA 2010 Preliminary Budget – July Financial Plan 2010-2013 fo r itself and its affiliates and
subsidiaries, which operate  various rail, subway and bus services in the City and the surrounding  area. It is expected that the plan will
enable  all such entities to  maintain their respective operations on a self-sustaining  basis through 2010 with a pro jected closing  cash
balance o f $29 million in 2009, $39 million in 2010 and $1 million in 2011. Deficits are  pro jected fo r 2012 and 2013 o f $352 million and
$223 million, respectively.
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The o ffic ial financial disclosure o f the MTA and its subsidiaries is available  by contacting  the Metropo litan Transportation

Authority, Finance Department, 347 Madison Avenue, 6th Floo r, New York, New York 10017, o r by visiting  the MTA website  at
www.mta.info .
 
New York City
 The fiscal demands on the State  may be affected by the fiscal condition o f the City, which relies in part on State  aid to  balance its
budget and meet its cash requirements. It is also  possible  that the State’s finances may be affected by the ability o f the City, and
certain entities issuing  debt fo r the benefit o f the City, to  market securities successfully in the public  credit markets.
 

The current national and g lobal financial crisis has had an even more pronounced impact on the City’s economy. The base o f the
City’s economy, the financial industry, has been significantly shaken by the lo ss o f trillions o f do llars in securitized debt. In 2008, New
York Stock Exchange firms lo st an unprecedented $43 billion in to tal. These lo sses have led to  drastic  reductions in finance related
employment and wages. Fo r example, from September 2008 through August 2009, financial activities jobs decreased by
approximately 40,000 o r 8.5%; securities firms eliminated about 30,000 jobs; and banks cut about 6,500 jobs. By August 2009, the
private  secto r had lo st approximately 87,000 jobs since August 2008 and the City unemployment rate  hit 10.3%.
 

Additionally, the commercial real estate  market continues to  weaken as the increase in the vacancy rate  fo r o ffice  space across
the City is widespread. Similarly, the residential real estate  market has deterio rated and is expected to  remain slow due to  a g lut o f
unso ld invento ry. Indeed, residential real estate  development plans are  expected to  be significantly reduced fo r the next few years. In
addition, from September 2008 through August 2009, real estate  jobs have declined by about 4 ,000 o r 3%.
 

Nonetheless, there  are  some bright spo ts to  the City economy. The tourism industry, after a period o f initial decline, has
responded quickly and decisively during  this economic crisis and remains a relative streng th fo r the City. Financial services firms are
also  returning  to  pro fitability and many financial market indicato rs suggest that the industry has rebounded. Nonetheless, it does no t
appear that Wall Street firms will bounce back to  the levels o f pro fitability prevalent in the last economic boom. In addition, there
remains much uncertainty regarding  the extent to  which government intervention through regulation will affect the industry.
 

The o ffic ial financial disclosure o f the City and the financing  entities issuing  debt on its behalf is available  by contacting  Raymond
J. Orlando , Directo r o f Investo r Relations, (212) 788-5875 o r contacting  the City Office o f Management and Budget, 75 Park Place,
6th Floo r, New York, NY 10007.
 
New York City Financial Plan
 On May 1, 2009, the City released its Fiscal Year 2010 Executive Budget (the “City Budget”) and the Four Year Financial Plan fo r
the City and Covered Organizations fo r Fiscal Years 2009-13 (the “City Plan”). The City Plan’s pro jected revenues and expenditures fo r
the 2009 fiscal year are  balanced, in acco rdance with GAAP. In addition, the preliminary plan fo r fiscal year 2010 is also  in balance.
However, the City Budget and the City Plan pro jects gaps o f $3.2 billion, $4 .0 billion and $4 .2 billion fo r fiscal years 2011, 2012 and
2013, respectively. The City Plan, as adopted by the City Council with certain modifications, estimates that to tal revenues fo r 2010 will
be $59.5 billion and the City Plan estimates that to tal revenues fo r each o f the gap outyears will be approximately $61.9 billion in 2011,
$62.8 billion in 2012 and $65.3 billion in 2013.
 

The staffs o f the New York State  Financial Contro l Board (“FCB”), Office o f the State  Deputy Comptro ller fo r the City o f New
York (“OSDC”), the City Comptro ller and the Independent Budget Office (“IBO”) issue periodic  reports on the City’s financial plans.
Copies o f the most recent reports are  available  by contacting : FCB, 123 William Street, 23rd Floo r, New York, NY 10038, Attention:
Executive Directo r; OSDC, 59 Maiden Lane,
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29th Floo r, New York, NY 10038, Attention: Deputy Comptro ller; City Comptro ller, Municipal Building , 6th Floo r, One Centre  Street,
New York, NY 10007-2341, Attention: Deputy Comptro ller fo r Budget; and IBO, 110 William Street, 14 th Floo r, New York, NY
10038, Attention: Directo r.
 
New York City Financing  Program
 Successful execution o f the City Plan depends upon the City’s ability to  market its securities successfully. The City’s prog ram fo r
financing  capital pro jects fo r fiscal years 2009 through 2013 pro jects $38.5 billion do llars o f long-term borrowing  to  support the City’s
current capital prog ram. With the exception o f a very small po rtion o f the financing , the prog ram will be implemented through General
Obligation (“GO”) bonds o f the City and bonds o f the New York City Municipal Water Finance Authority (“NYW”), unless the bonding
capacity o f the New York City Transitional Finance Authority (“TFA”) is increased.
 

The City’s to tal debt outstanding  fo r fiscal year 2009 issued through GO bonds, TFA bonds, TSASC bonds and Conduit Debt is
expected to  be approximately $55.5 billion and ano ther $21.4  billion in Water Authority Bonds. The City’s financial plan is predicated on
numerous assumptions, including  the condition o f the City’s and the reg ion’s economies and the associated receipt o f economically
sensitive tax revenues in the pro jected amounts. The City Plan is also  subject to  a variety o f o ther facto rs.
 

In addition to  bo rrowings related to  capital pro jects, the City issues bo th revenue and tax antic ipation no tes to  finance its seasonal
working  capital requirements. The success o f pro jected public  sales o f City, NYW, TFA, TSASC and o ther bonds and no tes will be
subject to  prevailing  market conditions. The City’s planned capital and operating  expenditures are  dependent upon the sale  o f its GO
debt, as well as debt o f the NYW, TFA, Dormito ry Authority o f the State  o f New York and TSASC.
 

As o f September 4 , 2009, S&P rated the City’s outstanding  GO bonds AA. As o f September 25, 2009, Moody’s rated them Aa3.
While  as o f September 25, 2009, Fitch, Inc. rated them AA–. Ratings reflect only the respective views o f such o rganizations, and an
explanation o f the significance o f such ratings may be obtained from the rating  agency that furnished the rating . There is no  assurance
that a particular rating  will continue fo r any g iven period o f time o r that any such rating  will no t be revised downward o r withdrawn
entirely, if in the judgment o f the agency o rig inally establishing  the rating , c ircumstances so  warrant. Any such downward revision o r
withdrawal could have an adverse effect on the market prices o f the City’s GO bonds.
 
Other Localities
 Histo rically, the State  has provided unrestric ted financial assistance to  cities, counties, towns and villages outside o f the City.
Certain localities outside the City have experienced financial problems and have consequently requested and received additional State
assistance during  the last several State  fiscal years. No t included in the pro jections o f the State’s receipts and disbursements fo r the
State’s 2009-10 fiscal year o r thereafter is the po tential impact o f any future  requests by localities fo r additional financial assistance.
 

For instance, localities may face unanticipated problems as a result o f pending  litigation, judicial decisions and long-range
economic trends. They may also  require  additional State  assistance because o f o ther large-scale  po tential problems, such as declining
urban populations, increasing  expenditures, and the lo ss o f skilled manufacturing  jobs. Severe financial difficulties resulting  from the
current economic recession could jeopardize localities access to  the public  credit markets, which may negatively impact the
marketability o f no tes and bonds issued by the localities. Further, adoption o f a property tax cap, as supported by some State
po licymakers, could affect property tax revenue fo r local government purposes and consequently, affect their operations, particularly
schoo l distric ts o r o thers that are  heavily dependent on property tax revenue.
 

Counties, c ities, towns, villages, schoo l distric ts and fire  distric ts have engaged in substantial sho rt-term and long-term
borrowings. Fo r the 2007 fiscal year, the to tal indebtedness fo r all localities in the State  o ther than the City was approximately $36.7
billion. This figure includes bonds issued by the localities and certain debt guaranteed by the localities, but excludes capital lease
obligations, assets held in sinking  funds, and certain amounts available  at the start o f a fiscal year fo r redemption o f debt.
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NUVEEN NEW YORK DIVIDEND ADVANTAGE MUNICIPAL FUND

STATEMENT OF ADDITIONAL INFORMATION

Nuveen New York Dividend Advantage Municipal Fund (the “Fund”) is a diversified, c lo sed-end management investment
company.

This Statement o f Additional Info rmation relating  to  MuniFund Term Preferred Shares, 2.70% Series 2015 (“Series 2015 MTP
Shares”) o f the Fund (“MTP Shares”) does no t constitute  a prospectus, but should be read in conjunction with the Fund’s prospectus
relating  thereto  dated December 16, 2009 (the “Prospectus”). This Statement o f Additional Info rmation does no t include all
info rmation that a prospective investo r should consider befo re purchasing  MTP Shares. Investo rs should obtain and read the Fund’s
Prospectus prio r to  purchasing  such shares. A copy o f the Fund’s Prospectus, annual and semi-annual reports to  shareho lders when
available , and o ther info rmation about the Fund may be obtained without charge by calling  (800) 257-8787, by writing  to  the Fund o r
from the Fund’s website  (http://www.nuveen.com). The info rmation contained in, o r that can be accessed through, the Fund’s website  is
no t part o f the Fund’s Prospectus o r this Statement o f Additional Info rmation. You may also  obtain a copy o f the Fund’s Prospectus on
the Securities and Exchange Commission’s website  (http://www.sec.gov). Capitalized terms used but no t defined in this Statement o f
Additional Info rmation have the meanings ascribed to  them in the Prospectus.

This Statement o f Additional Info rmation is dated December 16, 2009.
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INVESTMENT OBJECTIVES AND POLICIES

The Fund’s investment objectives are  to  provide current income exempt from regular federal, New York State  and New York
City income tax and to  enhance po rtfo lio  value relative to  the municipal bond market by investing  in tax-exempt municipal bonds that
the Fund’s investment adviser believes are  underrated o r undervalued o r that represent municipal market secto rs that are  undervalued.
The Fund’s investment objectives are  fundamental po lic ies o f the Fund. The Fund has no t established any limit on the percentage o f its
po rtfo lio  that may be invested in municipal securities subject to  the alternative minimum tax provisions o f federal tax law, and the Fund
expects that a substantial po rtion o f the income it produces will be includable  in alternative minimum taxable  income.

Under no rmal c ircumstances, the Fund will invest at least 80% of its Managed Assets in municipal securities and o ther related
investments, the income from which is exempt from regular federal, New York State  and New York City income taxes. Under no rmal
circumstances, the Fund will invest at least 80% of its Managed Assets in investment g rade securities that, at the time o f investment,
are  rated within the four highest g rades (Baa o r BBB o r better) by at least one nationally recognized statistical rating  o rganization o r are
unrated but judged to  be comparable  quality by NAM. The Fund may invest up to  20% of its Managed Assets in municipal securities
that at the time o f investment are  rated below investment g rade o r are  unrated but judged to  be o f comparable  quality by NAM. Not
more than 10% of the Fund’s Managed Assets may be invested in municipal securities rated below B3/B- o r that are  unrated but judged
to  be o f comparable  quality by NAM. Managed Assets are  net assets, including  assets attributable  to  any principal amount o f any
borrowings (including  the issuance o f commercial paper o r no tes) and any Preferred Stock (as defined herein) outstanding . Securities
o f below investment g rade quality are  regarded as having  predominately speculative characteristics with respect to  capacity to  pay
interest and repay principal, and are  commonly referred to  as junk bonds. The fo rego ing  credit quality po lic ies apply only at the time a
security is purchased, and the Fund is no t required to  dispose o f a security in the event that a rating  agency downgrades its assessment
o f the credit characteristics o f a particular issue. In determining  whether to  retain o r sell such a security, NAM may consider such
facto rs as NAM’s assessment o f the credit quality o f the issuer o f such security, the price at which such security could be so ld and the
rating , if any, assigned to  such security by o ther rating  agencies. A general description o f NRSRO (i.e ., Moody’s, S&P and Fitch)
ratings o f municipal securities is set fo rth in Appendix B to  this Statement o f Additional Info rmation. The Fund may also  invest in
securities o f o ther open- o r c losed-end investment companies that invest primarily in municipal bonds o f the types in which the Fund
may invest directly. A po rtion o f the dividends from MTP Shares may be subject to  the federal alternative minimum tax.

Underrated municipal securities are  those municipal securities whose ratings do  no t, in NAM’s opinion, reflect their true value.
They may be underrated because o f the time that has elapsed since their last ratings, o r because rating  agencies have no t fully taken
into  account positive facto rs, o r fo r o ther reasons. Undervalued municipal securities are  those securities that, in NAM’s opinion, are
worth more than their market value. They may be undervalued because there  is a temporary excess o f supply in that particular secto r
(such as hospital bonds, o r bonds o f a particular municipal issuer). NAM may buy such a security even if the value o f that security is
consistent with the value o f o ther securities in that secto r. Municipal securities also  may be undervalued because there  has been a
general decline in the market price o f municipal securities fo r reasons that do  no t apply to  the particular municipal securities that NAM
considers undervalued. NAM believes that the prices o f these municipal securities should ultimately reflect their true value.

The Fund also  may invest up to  15% of its net assets in inverse floating  rate  securities. The economic effect o f leverage through
the Fund’s purchase o f inverse floating  rate  securities creates an opportunity fo r increased net income and returns, but also  creates the
possibly that the Fund’s long-term returns will be diminished if the cost o f leverage exceeds the return on the inverse floating  rate
securities purchased by the Fund.

During  temporary defensive periods and in o rder to  keep the Fund’s cash fully invested, the Fund may invest up to  100% of its net
assets in sho rt-term investments including  high quality, sho rt-term securities that may be either tax exempt o r taxable . The Fund intends
to  invest in taxable  sho rt-term investments only in the event that suitable
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tax-exempt sho rt-term investments are  no t available  at reasonable  prices and yields. Investment in taxable  sho rt- term investments
would result in a po rtion o f your dividends being  subject to  regular federal income taxes.

The Fund canno t change its investment objectives without the approval o f the ho lders o f a majo rity o f the outstanding  shares o f
common shares and Preferred Stock, vo ting  together, and o f the ho lders o f a majo rity o f the outstanding  Preferred Stock, vo ting
separately. Fo r this purpose, “a majo rity o f the outstanding  shares” means the vo te  o f (1) 67% or more o f the shares present at a
meeting , if the ho lders o f more than 50% of the shares are  present o r represented by proxy; o r (2) more than 50% of the shares,
whichever is less.

A general description o f the ratings o f S&P, Moody’s and Fitch o f municipal securities is set fo rth in Appendix B to  this Statement
o f Additional Info rmation.

A more complete  description o f the Fund’s investment objectives and po licies is set fo rth in the Fund’s Prospectus.

INVESTMENT RESTRICTIONS

Except as described below, the Fund, as a fundamental po licy, may no t, without the approval o f the ho lders o f a majo rity o f the
outstanding  shares o f common shares and Preferred Stock, vo ting  together, and o f the ho lders o f a majo rity o f the outstanding
Preferred Stock, vo ting  separately:

1. Under no rmal c ircumstances, the Fund will invest at least 80% of its net assets, including  assets attributable  to  any principal
amount o f any bo rrowings (including  the issuance o f commercial paper o r no tes) o r any preferred shares outstanding  (“Managed
Assets”) in municipal securities and o ther related investments, the income from which is exempt from regular federal, New York
State  and New York City income taxes.

2. Issue senio r securities, as defined in the Investment Company Act o f 1940, o ther than MuniPreferred shares, except to
the extent permitted under the Investment Company Act o f 1940 and except as o therwise described in the prospectus;

3. Borrow money, except from banks fo r temporary o r emergency purposes o r fo r repurchase o f its shares, and then only in
an amount no t exceeding  one-third o f the value o f the Fund’s to tal assets (including  the amount bo rrowed) less the Fund’s
liabilities (o ther than bo rrowings);

4 . Act as underwriter o f ano ther issuer’s securities, except to  the extent that the Fund may be deemed to  be an underwriter
within the meaning  o f the Securities Act o f 1933 in connection with the purchase and sale  o f po rtfo lio  securities;

5. Invest more than 25% of its to tal assets in securities o f issuers in any one industry; provided, however, that such limitation
shall no t apply to  municipal bonds o ther than those municipal bonds backed only by the assets and revenues o f non-governmental
users;

6. Purchase o r sell real estate , but this shall no t prevent the Fund from investing  in municipal bonds secured by real estate  o r
interests therein o r fo reclosing  upon and selling  such security;

7. Purchase o r sell physical commodities unless acquired as a result o f ownership o f securities o r o ther instruments (but this
shall no t prevent the Fund from purchasing  o r selling  options, futures contracts, derivative instruments o r from investing  in
securities o r o ther instruments backed by physical commodities);

8. Make loans, o ther than by entering  into  repurchase ag reements and through the purchase o f municipal bonds o r sho rt-term
investments in acco rdance with its investment objectives, po lic ies and limitations; o r

9. Invest more than 5% of its to tal assets in securities o f any one issuer, except that this limitation shall no t apply to  bonds
issued by the United States Government, its agencies and instrumentalities o r to  the investment o f 25% of its to tal assets.

Fo r the purpose o f applying  the limitation set fo rth in subparag raph (9) above, a governmental issuer shall be deemed the sing le
issuer o f a security when its assets and revenues are  separate  from o ther governmental entities and its securities are  backed only by its
assets and revenues. Similarly, in the case o f a non-governmental issuer, if the security is backed only by the assets and revenues o f the
non-governmental issuer, then such non-governmental
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issuer would be deemed to  be the sing le  issuer. Where a security is also  backed by the enfo rceable  obligation o f a superio r o r unrelated
governmental o r o ther entity (o ther than a bond insurer), it shall also  be included in the computation o f securities owned that are  issued
by such governmental o r o ther entity. Where a security is guaranteed by a governmental entity o r some o ther facility, such as a bank
guarantee o r le tter o f credit, such a guarantee o r le tter o f credit would be considered a separate  security and would be treated as an
issue o f such government, o ther entity o r bank. When a municipal security is insured by bond insurance, it shall no t be considered a
security that is issued o r guaranteed by the insurer; instead, the issuer o f such municipal security will be determined in acco rdance with
the principles set fo rth above. The fo rego ing  restric tions do  no t limit the percentage o f the Fund’s assets that may be invested in
municipal securities insured by any g iven insurer.

Subject to  certain exemptions, under the 1940 Act, the Fund may invest only up to  10% of its to tal assets in the aggregate  in
shares o f o ther investment companies and only up to  5% o f its to tal assets in any one investment company, provided the investment
does no t represent more than 3% of the vo ting  stock o f the acquired investment company at the time such shares are  purchased. As a
stockho lder in any investment company, the Fund will bear its ratable  share o f that investment company’s expenses, and will remain
subject to  payment o f the Fund’s management, adviso ry and administrative fees with respect to  assets so  invested. Ho lders o f
common shares o f the Fund would therefo re be subject to  duplicative expenses to  the extent the Fund invests in o ther investment
companies. In addition, the securities o f o ther investment companies may be leveraged and therefo re will be subject to  the same
leverage risks described herein.

In addition to  the fo rego ing  fundamental investment po lic ies, the Fund is also  subject to  the fo llowing  non-fundamental
restric tions and po licies, which may be changed by the Board o f Trustees. The Fund may no t:

1. Sell securities sho rt, unless the Fund owns o r has the right to  obtain securities equivalent in kind and amount to  the
securities so ld at no  added cost, and provided that transactions in options, futures contracts, options on futures contracts, o r
o ther derivative instruments are  no t deemed to  constitute  selling  securities sho rt.

2. Purchase securities o f open-end o r c losed-end investment companies except in compliance with the Investment
Company Act o f 1940 o r any exemptive relief obtained thereunder.

3. Enter into  futures contracts o r re lated options o r fo rward contracts, if more than 30% of the Fund’s net assets would be
represented by futures contracts o r more than 5% of the Fund’s net assets would be committed to  initial marg in deposits and
premiums on futures contracts and related options.

4 . Purchase securities when bo rrowings exceed 5% of its to tal assets if and so  long  as preferred shares are  outstanding .
5. Purchase securities o f companies fo r the purpose o f exercising  contro l, except that the Fund may invest up to  5% o f its

net assets in tax-exempt o r taxable  fixed-income securities o r equity securities fo r the purpose o f acquiring  contro l o f an issuer
whose municipal bonds (a) the Fund already owns and (b) have deterio rated o r are  expected sho rtly to  deterio rate  significantly in
credit quality, provided NAM determines that such investment should enable  the Fund to  better maximize the value o f its existing
investment in such issuer.

The restric tions and o ther limitations set fo rth above will apply only at the time o f purchase o f securities and will no t be
considered vio lated unless an excess o r deficiency occurs o r exists immediately after and as a result o f an acquisition o f securities.

The Fund may be subject to  certain restric tions imposed by either guidelines o f one o r more NRSROs that may issue ratings fo r
Preferred Stock, including  MTP Shares o r, if issued, commercial paper o r no tes, o r, if the Fund bo rrows from a lender, by the lender.
These guidelines may impose asset coverage o r po rtfo lio  composition requirements that are  more stringent than those imposed on
the Fund by the 1940 Act. If these restric tions were to  apply, it is no t antic ipated that these covenants o r guidelines would impede
NAM from manag ing  the Fund’s po rtfo lio  in acco rdance with the Fund’s investment objectives and po licies. A copy o f the current
Rating  Agency Guidelines will be provided to  any ho lder o f MTP Shares promptly upon request therefo r made by such ho lder to  the
Fund by writing  the Fund at 333 West Wacker Dr., Chicago , Illino is 60606.
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PORTFOLIO COMPOSITION

In addition to  and supplementing  the Prospectus, the Fund’s po rtfo lio  will be composed principally o f the investments described
below.

The term “municipal securities” includes municipal securities with relatively sho rt-term maturities. Some o f these sho rt-term
securities may be variable  o r floating  rate  securities. The Fund, however, emphasizes investments in municipal securities with long- o r
intermediate-term maturities. The Fund buys municipal securities with different maturities and intends to  maintain an average po rtfo lio
maturity o f 15 to  30 years, although this may be sho rtened depending  on market conditions. As a result, the Fund’s po rtfo lio  may
include long-term and intermediate-term municipal securities. If the long-term municipal bond market is unstable , the Fund may
temporarily invest up to  100% of its assets in temporary investments. Temporary investments are  high quality, generally uninsured,
sho rt-term municipal securities that may either be tax-exempt o r taxable . The Fund will buy taxable  temporary investments only if
suitable  tax-exempt temporary investments are  no t available  at reasonable  prices and yields. The Fund will invest only in taxable
temporary securities that are  U.S. Government securities o r co rporate  debt securities rated within the highest g rade by Moody’s o r
S&P, and that mature within one year from the date  o f purchase o r carry a variable  o r floating  rate  o f interest. The Fund’s po lic ies on
securities ratings only apply when the Fund buys a security, and the Fund is no t required to  sell securities that have been downgraded.
See Appendix B to  this Statement o f Additional Info rmation fo r a description o f securities ratings. The Fund also  may invest in taxable
temporary investments that are  certificates o f deposit from U.S. banks with assets o f at least $1 billion, o r repurchase ag reements. The
Fund intends to  allocate  taxable  income on temporary investments, if any, proportionately between common shares and Preferred
Stock, based on the percentage o f to tal dividends distributed to  each class fo r that year.

MUNICIPAL SECURITIES
Included within the general category o f municipal securities described in the Prospectus are  partic ipations in lease obligations o r

installment purchase contract obligations (hereinafter co llectively called “Municipal Lease Obligations”) o f municipal autho rities o r
entities. Although Municipal Lease Obligations do  no t constitute  general obligations o f the municipality fo r which the municipality’s
taxing  power is pledged, a Municipal Lease Obligation is o rdinarily backed by the municipality’s covenant to  budget fo r, appropriate
and make the payments due under the Municipal Lease Obligation. However, certain Municipal Lease Obligations contain “non-
appropriation” clauses which provide that the municipality has no  obligation to  make lease o r installment purchase payments in future
years unless money is appropriated fo r such purpose on a yearly basis. In the case o f a “non-appropriation” lease, the Fund’s ability to
recover under the lease in the event o f non-appropriation o r default will be limited so lely to  the repossession o f the leased property,
without recourse to  the general credit o f the lessee, and disposition o r releasing  o f the property might prove difficult. The Fund seeks
to  minimize these risks by only investing  in those “non-appropriation” Municipal Lease Obligations where (a) the nature o f the leased
equipment o r property is such that its ownership o r use is essential to  a governmental function o f the municipality, (b) the lease
payments will commence amortization o f principal at an early date  that results in an average life  o f seven years o r less fo r the Municipal
Lease Obligation, (c) appropriate  covenants will be obtained from the municipal obligo r prohibiting  the substitution o r purchase o f
similar equipment if lease payments are  no t appropriated, (d) the lease obligo r has maintained good market acceptability in the past,
(e) the investment is o f a size  that will be attractive to  institutional investo rs and (f) the underlying  leased equipment has elements o f
po rtability o r use, o r bo th, that enhance its marketability in the event fo reclosure on the underlying  equipment were ever required.

Certain municipal securities may carry variable  o r floating  rates o f interest whereby the rate  o f interest is no t fixed but varies with
changes in specified market rates o r indexes, such as a bank prime rate  o r a tax-exempt money market index. As used in the Prospectus
and in this Statement o f Additional Info rmation, the term municipal securities also  includes obligations, such as tax-exempt no tes,
municipal commercial paper and Municipal Lease Obligations, having  relatively sho rt-term maturities, although the Fund emphasizes
investments in municipal securities with long-term maturities.
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Obligations o f issuers o f municipal securities are  subject to  the provisions o f bankruptcy, inso lvency and o ther laws affecting  the
rights and remedies o f credito rs, such as the Bankruptcy Refo rm Act o f 1978, as amended. In addition, Congress, state  leg islatures o r
referenda may in the future  enact laws affecting  the obligations o f these issuers by extending  the time fo r payment o f principal o r
interest, o r bo th, o r imposing  o ther constraints upon enfo rcement o f such obligations o r upon municipalities to  levy taxes. There is
also  the possibility that, as a result o f leg islation o r o ther conditions, the power o r ability o f any issuer to  pay, when due, the principal o f
and interest on its Municipal Obligations may be materially affected.

The Fund has no  intention to  file  a vo luntary application fo r re lief under Federal bankruptcy law o r any similar application under
state  law fo r so  long  as the Fund is so lvent and does no t fo resee becoming  inso lvent.

FINANCIAL FUTURES AND OPTIONS TRANSACTIONS
The Fund may invest in derivative instruments in pursuit o f its investment objectives. Such instruments include financial futures

contracts, swap contracts (including  interest rate  and credit default swaps), options on financial futures, options on swap contracts, o r
o ther derivative instruments. NAM uses derivatives to  seek to  enhance return, to  hedge some o f the risks o f its investments in fixed
income securities o r as a substitute  fo r a position in the underlying  asset. The Fund may attempt to  hedge all o r a po rtion o f its
investment po rtfo lio  against market risk by engag ing  in transactions in financial futures contracts, options on financial futures o r options
that e ither are  based on an index o f long-term municipal securities (i.e ., those with remaining  maturities averag ing  20-30 years) o r re late
to  debt securities whose prices NAM anticipates to  co rrelate  with the prices o f the municipal securities the Fund owns. To  accomplish
such hedg ing , the Fund may take an investment position in a futures contract o r in an option which is expected to  move in the opposite
direction from the position being  hedged. Hedg ing  may be utilized to  reduce the risk that the value o f securities the Fund owns may
decline on account o f an increase in interest rates and to  hedge against increases in the cost o f the securities the Fund intends to
purchase as a result o f a decline in interest rates. The use o f futures and options fo r hedg ing  purposes can be expected to  result in
taxable  income o r gain. The Fund currently intends to  allocate  any taxable  income o r gain proportionately between its Common Shares
and its Preferred Stock. See “Tax Matters.”

The sale  o f financial futures o r the purchase o f put options on financial futures o r on debt securities o r indexes is a means o f
hedg ing  against the risk o f rising  interest rates, whereas the purchase o f financial futures o r o f call options on financial futures o r on
debt securities o r indexes is a means o f hedg ing  the Fund’s po rtfo lio  against an increase in the price o f securities such Fund intends to
purchase. Writing  a call option on a futures contract o r on debt securities o r indexes may serve as a hedge against a modest decline in
prices o f municipal securities held in the Fund’s po rtfo lio , and writing  a put option on a futures contract o r on debt securities o r indexes
may serve as a partial hedge against an increase in the value o f municipal securities the Fund intends to  acquire . The writing  o f these
options provides a hedge to  the extent o f the premium received in the writing  transaction.

The Fund will no t purchase futures unless it has seg regated o r earmarked cash, government securities o r high g rade liquid debt
equal to  the contract price o f the futures less any marg in on deposit, o r unless the purchase o f a put option covers the long  futures
position. The Fund will no t sell futures unless the Fund owns the instruments underlying  the futures o r owns options on such instruments
o r owns a po rtfo lio  whose market price may be expected to  move in tandem with the market price o f the instruments o r index
underlying  the futures. If the Fund engages in transactions invo lving  the purchase o r writing  o f put and call options on debt securities o r
indexes, the Fund will no t purchase these options if more than 5% of its assets would be invested in the premiums fo r these options and
it will only write  “covered” o r “secured” options, where the Fund ho lds the securities o r cash required to  be delivered upon exercise ,
with such cash being  maintained in a seg regated account. These requirements and limitations may limit the Fund’s ability to  engage in
hedg ing  transactions. So  long  as any Rating  Agency is rating  the Fund’s Preferred Stock, the Fund will only engage in futures o r options
transactions in acco rdance with the then-current guidelines o f such rating  agencies, and only after it has received
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written confirmation from Moody’s and S&P, as appropriate , that these transactions would no t impair the ratings then assigned by
Moody’s and S&P to  such shares.

Description of Financial Futures and Options. A futures contract is a contract between a seller and a buyer fo r the sale  and
purchase o f specified property at a specified future  date  fo r a specified price. An option is a contract that g ives the ho lder o f the
option the right, but no t the obligation, to  buy (in the case o f a call option) specified property from, o r to  sell (in the case o f a put
option) specified property to , the writer o f the option fo r a specified price during  a specified period prio r to  the option’s expiration.
Financial futures contracts and options cover specified debt securities (such as U.S. Treasury securities) o r indexes designed to
co rrelate  with price movements in certain categories o f debt securities. At least one exchange trades futures contracts on an index
designed to  co rrelate  with the long-term municipal bond market. Financial futures contracts and options on financial futures contracts
are  traded on exchanges regulated by the CFTC. Options on certain financial instruments and financial indexes are  traded on securities
markets regulated by the SEC. Although futures contracts and options on specified financial instruments call fo r settlement by delivery
of the financial instruments covered by the contracts, in most cases positions in these contracts are  closed out in cash by entering  into
o ffsetting  liquidating  o r c losing  transactions. Index futures and options are  designed fo r cash settlement only.

Risks of Futures and Options Transactions. There are  certain risks associated with the use o f financial futures and options to  hedge
investment po rtfo lio s. There may be an imperfect co rrelation between price movements o f the futures and options and price
movements o f the po rtfo lio  securities being  hedged. Losses may be incurred in hedg ing  transactions, which could reduce the po rtfo lio
gains that might have been realized if the hedg ing  transactions had no t been entered into . The ability to  close out positions in futures
and options depends upon the existence o f a liquid secondary market, which may no t exist fo r all futures and options at all times. If the
Fund engages in futures transactions o r in the writing  o f options on futures, it will be required to  maintain initial marg in and maintenance
marg in and may be required to  make daily variation marg in payments in acco rdance with applicable  rules o f the exchanges and the
CFTC. If the Fund purchases a financial futures contract o r a call option o r writes a put option in o rder to  hedge the antic ipated purchase
o f municipal securities, and if the Fund fails to  complete  the antic ipated purchase transaction, the Fund may have a lo ss o r a gain on the
futures o r options transaction that will no t be o ffset by price movements in the municipal securities that were the subject o f the
anticipato ry hedge. The cost o f put options on debt securities o r indexes effectively increases the cost o f the securities subject to
them, thereby reducing  the yield o therwise available  from these securities. If the Fund decides to  use futures contracts o r options on
futures contracts fo r hedg ing  purposes, the Fund will be required to  establish an account fo r such purposes with one o r more CFTC-
reg istered futures commission merchants. A futures commission merchant could establish initial and maintenance marg in requirements
fo r the Fund that are  g reater than those which would o therwise apply to  the Fund under applicable  rules o f the exchanges and the CFTC.

Repurchase Agreements. The Fund may buy repurchase ag reements as temporary investments. A repurchase ag reement is a
contract in which the seller o f securities (U.S. government securities o r municipal bonds) ag rees to  repurchase the same securities
from the buyer at a specified price on a future  date . The repurchase price determines the yield during  the Fund’s ho lding  period.
Repurchase ag reements are  considered to  be loans whose co llateral is the underlying  security that is the subject o f the repurchase
ag reement. Income from repurchase ag reements is taxable  and required to  be allocated between common shares and Preferred Stock.
See “Tax Matters.” The Fund will enter into  repurchase ag reements only with reg istered securities dealers o r domestic  banks that, in
NAM’s opinion, present minimal credit risks. The risk to  the Fund is limited to  the ability o f the o ther party to  pay the ag reed-upon
repurchase price on the delivery date; however, although the value o f the underlying  co llateral at the time o f the transaction always
equals o r exceeds the repurchase price, if the value o f the co llateral declines there  is a risk o f lo ss o f principal and interest. If the o ther
party defaults, the co llateral may be so ld, but the Fund may lose money if the value o f the co llateral declines and may have to  pay the
costs o f the sale  o r experience delays in selling  the co llateral. If the seller files fo r bankruptcy, the Fund may no t be able  to  sell the
co llateral quickly o r at all. NAM will monito r the value o f the co llateral at the time the Fund enters into  a
 

8



repurchase ag reement and during  the term o f the repurchase ag reement to  determine that at all times that value o f the co llateral equals
o r exceeds the repurchase price. If the value o f the co llateral is less than the repurchase price, NAM will demand additional co llateral
from the o ther party to  increase the value o f the co llateral to  at least the redemption price plus interest.

SEGREGATION OF ASSETS
As a closed-end investment company reg istered with the Securities and Exchange Commission, the Fund is subject to  the federal

securities laws, including  the 1940 Act, the rules thereunder, and various interpretive provisions o f the Securities and Exchange
Commission and its staff. In acco rdance with these laws, rules and positions, the Fund must “set aside” (o ften referred to  as “asset
seg regation”) liquid assets, o r engage in o ther Securities and Exchange Commission o r staff-approved measures, to  “cover” open
positions with respect to  certain kinds o f derivatives instruments. In the case o f fo rward currency contracts that are  no t contractually
required to  cash settle , fo r example, the Fund must set aside liquid assets equal to  such contracts’ full no tional value while  the positions
are open. With respect to  fo rward currency contracts that are  contractually required to  cash settle , however, the Fund is permitted to
set aside liquid assets in an amount equal to  the Fund’s daily marked-to -market net obligations (i.e., the Fund’s daily net liability) under
the contracts, if any, rather than such contracts’ full no tional value. The Fund reserves the right to  modify its asset seg regation po licies
in the future  to  comply with any changes in the positions from time to  time articulated by the Securities and Exchange Commission o r
its staff regarding  asset seg regation.

The Fund generally will use its assets to  cover its obligations as required by the 1940 Act, the rules thereunder, and applicable
positions o f the Securities and Exchange Commission and its staff. As a result o f their seg regation, such assets may no t be used fo r
o ther operational purposes. NAM will monito r the Fund’s use o f derivatives and will take action as necessary fo r the purpose o f
complying  with the asset seg regation po licy stated above. Such actions may include the sale  o f the Fund’s po rtfo lio  investments.

The Fund may invest in inverse floating  rate  securities issued by special purpose trusts. With respect to  such investments, the Fund
will seg regate  o r earmark assets in an amount equal to  at least 100% of the face amount o f the floating  rate  securities issued by such
trust.

SHORT- TERM INVESTMENTS
Short-Term Taxable Fixed Income Securities. Fo r temporary defensive purposes o r to  keep cash on hand fully invested, the Fund

may invest up to  100% of its net assets in cash equivalents and sho rt-term taxable  fixed-income securities, although the Fund intends to
invest in taxable  sho rt-term investments only in the event that suitable  tax-exempt sho rt-term investments are  no t available  at
reasonable  prices and yields. Short-term taxable  fixed income investments are  defined to  include, without limitation, the fo llowing :

(1) U.S. government securities, including  bills, no tes and bonds differing  as to  maturity and rates o f interest that are  either issued
or guaranteed by the U.S. Treasury o r by U.S. government agencies o r instrumentalities. U.S. government agency securities
include securities issued by (a) the Federal Housing  Administration, Farmers Home Administration, Export-Import Bank o f the
United States, Small Business Administration, and the Government National Mortgage Association, whose securities are
supported by the full faith and credit o f the United States; (b) the Federal Home Loan Banks, Federal Intermediate  Credit Banks,
and the Tennessee Valley Authority, whose securities are  supported by the right o f the agency to  bo rrow from the U.S. Treasury;
(c) the Federal National Mortgage Association, whose securities are  supported by the discretionary autho rity o f the U.S.
government to  purchase certain obligations o f the agency o r instrumentality; and (d) the Student Loan Marketing  Association,
whose securities are  supported only by its credit. While  the U.S. government provides financial support to  such U.S. government-
sponso red agencies o r instrumentalities, no  assurance can be g iven that it always will do  so  since it is no t so  obligated by law. The
U.S. government, its agencies, and instrumentalities do  no t guarantee the market value o f their securities. Consequently, the value
o f such securities may fluctuate .
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(2) Certificates o f Deposit issued against funds deposited in a bank o r a savings and loan association. Such certificates are  fo r a
definite  period o f time, earn a specified rate  o f re turn, and are  no rmally nego tiable . The issuer o f a certificate  o f deposit ag rees
to  pay the amount deposited plus interest to  the bearer o f the certificate  on the date  specified thereon. Under current Federal
Deposit Insurance Company regulations, the maximum insurance payable  as to  any one certificate  o f deposit is $250,000;
therefo re, certificates o f deposit purchased by the Fund may no t be fully insured.
(3) Repurchase ag reements, which invo lve purchases o f debt securities. At the time the Fund purchases securities pursuant to  a
repurchase ag reement, it simultaneously ag rees to  resell and redeliver such securities to  the seller, who  also  simultaneously
ag rees to  buy back the securities at a fixed price and time. This assures a predetermined yield fo r the Fund during  its ho lding
period, since the resale  price is always g reater than the purchase price and reflects an ag reed-upon market rate . Such actions
affo rd an opportunity fo r the Fund to  invest temporarily available  cash. The Fund may enter into  repurchase ag reements only with
respect to  obligations o f the U.S. government, its agencies o r instrumentalities; certificates o f deposit; o r bankers’ acceptances
in which the Fund may invest. Repurchase ag reements may be considered loans to  the seller, co llateralized by the underlying
securities. The risk to  the Fund is limited to  the ability o f the seller to  pay the ag reed-upon sum on the repurchase date; in the event
o f default, the repurchase ag reement provides that the Fund is entitled to  sell the underlying  co llateral. If the value o f the co llateral
declines after the ag reement is entered into , and if the seller defaults under a repurchase ag reement when the value o f the
underlying  co llateral is less than the repurchase price, the Fund could incur a lo ss o f bo th principal and interest. NAM monito rs the
value o f the co llateral at the time the action is entered into  and at all times during  the term o f the repurchase ag reement. NAM
does so  in an effo rt to  determine that the value o f the co llateral always equals o r exceeds the ag reed-upon repurchase price to  be
paid to  the Fund. If the seller were to  be subject to  a federal bankruptcy proceeding , the ability o f the Fund to  liquidate  the
co llateral could be delayed o r impaired because o f certain provisions o f the bankruptcy laws.
(4 ) Commercial paper, which consists o f sho rt-term unsecured promisso ry no tes, including  variable  rate  master demand no tes
issued by co rporations to  finance their current operations. Master demand no tes are  direct lending  arrangements between the Fund
and a co rporation. There is no  secondary market fo r such no tes. However, they are  redeemable by the Fund at any time. NAM will
consider the financial condition o f the co rporation (e .g ., earning  power, cash flow, and o ther liquidity measures) and will
continuously monito r the co rporation’s ability to  meet all o f its financial obligations, because the Fund’s liquidity might be
impaired if the co rporation were unable  to  pay principal and interest on demand. Investments in commercial paper will be limited
to  commercial paper rated in the highest categories by a majo r rating  agency and which mature within one year o f the date  o f
purchase o r carry a variable  o r floating  rate  o f interest.

Short-Term Tax-Exempt Municipal Securities. Short-term tax-exempt municipal securities are  securities that are  exempt from
regular federal income tax and mature within three years o r less from the date  o f issuance. Short-term tax-exempt municipal income
securities are  defined to  include, without limitation, the fo llowing :

Bond Anticipation No tes (“BANs”) are  usually general obligations o f state  and local governmental issuers which are  so ld to  obtain
interim financing  fo r pro jects that will eventually be funded through the sale  o f long-term debt obligations o r bonds. The ability o f an
issuer to  meet its obligations on its BANs is primarily dependent on the issuer’s access to  the long-term municipal bond market and the
likelihood that the proceeds o f such bond sales will be used to  pay the principal and interest on the BANs.

Tax Anticipation No tes (“TANs”) are  issued by state  and local governments to  finance the current operations o f such
governments. Repayment is generally to  be derived from specific  future  tax revenues. TANs are  usually general obligations o f the
issuer. A weakness in an issuer’s capacity to  raise  taxes due to , among  o ther things, a decline in its tax base o r a rise  in delinquencies,
could adversely affect the issuer’s ability to  meet its obligations on outstanding  TANs.

Revenue Anticipation No tes (“RANs”) are  issued by governments o r governmental bodies with the expectation that future
revenues from a designated source will be used to  repay the no tes. In general, they also
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constitute  general obligations o f the issuer. A decline in the receipt o f pro jected revenues, such as antic ipated revenues from ano ther
level o f government, could adversely affect an issuer’s ability to  meet its obligations on outstanding  RANs. In addition, the possibility
that the revenues would, when received, be used to  meet o ther obligations could affect the ability o f the issuer to  pay the principal and
interest on RANs.

Construction Loan No tes are  issued to  provide construction financing  fo r specific  pro jects. Frequently, these no tes are  redeemed
with funds obtained from the Federal Housing  Administration.

Bank No tes are  no tes issued by local government bodies and agencies, such as those described above to  commercial banks as
evidence o f bo rrowings. The purposes fo r which the no tes are  issued are  varied but they are  frequently issued to  meet sho rt-term
working  capital o r capital-pro ject needs. These no tes may have risks similar to  the risks associated with TANs and RANs.

Tax-Exempt Commercial Paper (“Municipal Paper”) represent very sho rt-term unsecured, nego tiable  promisso ry no tes issued by
states, municipalities and their agencies. Payment o f principal and interest on issues o f municipal paper may be made from various
sources, to  the extent the funds are  available  therefrom. Maturities o f municipal paper generally will be sho rter than the maturities o f
TANs, BANs o r RANs. There is a limited secondary market fo r issues o f Municipal Paper.

Certain municipal securities may carry variable  o r floating  rates o f interest whereby the rate  o f interest is no t fixed but varies with
changes in specified market rates o r indices, such as a bank prime rate  o r a tax-exempt money market index.

While  the various types o f no tes described above as a g roup represent the majo r po rtion o f the sho rt-term tax-exempt no te
market, o ther types o f no tes are  available  in the marketplace and the Fund may invest in such o ther types o f no tes to  the extent
permitted under its investment objectives, po lic ies and limitations. Such no tes may be issued fo r different purposes and may be
secured differently from those mentioned above.

ILLIQUID SECURITIES
The Fund may invest in municipal securities and o ther instruments that, at the time o f investment, are  illiquid (i.e., securities that are

no t readily marketable). Fo r this purpose, illiquid securities may include, but are  no t limited to , restric ted securities (securities the
disposition o f which is restric ted under the federal securities laws), securities that may only be reso ld pursuant to  Rule 144A under the
Securities Act that are  deemed to  be illiquid, and certain repurchase ag reements. The Board o f Trustees o r its delegate  has the ultimate
autho rity to  determine which securities are  liquid o r illiquid. The Board o f Trustees has delegated to  NAM the day-to -day determination
of the illiquidity o f any security held by the Fund, although it has retained oversight and ultimate responsibility fo r such determinations.
No  definitive liquidity criteria are  used. The Board o f Trustees has directed NAM when making  liquidity determinations to  look fo r such
facto rs as (i) the nature o f the market fo r a security (including  the institutional private  resale  market; the frequency o f trades and quo tes
fo r the security; the number o f dealers willing  to  purchase o r sell the security; the amount o f time no rmally needed to  dispose o f the
security; and the method o f so lic iting  o ffers and the mechanics o f transfer), (ii) the terms o f certain securities o r o ther instruments
allowing  fo r the disposition to  a third party o r the issuer thereo f (e .g ., certain repurchase obligations and demand instruments), and
(iii) o ther relevant facto rs. The assets used to  cover OTC derivatives used by the Fund will be considered illiquid until the OTC
derivatives are  so ld to  qualified dealers who  ag ree that the Fund may repurchase them at a maximum price to  be calculated by a fo rmula
set fo rth in an ag reement. The “cover” fo r an OTC derivative subject to  this procedure would be considered illiquid only to  the extent
that the maximum repurchase price under the fo rmula exceeds the intrinsic  value o f the derivative.

Restric ted securities may be so ld only in privately nego tiated transactions o r in a public  o ffering  with respect to  which a
reg istration statement is in effect under the Securities Act. Where reg istration is required, the Fund may be obligated to  pay all o r part
o f the reg istration expenses and a considerable  period may elapse between the time o f the
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decision to  sell and the time the Fund may be permitted to  sell a security under an effective reg istration statement. If, during  such a
period, adverse market conditions were to  develop, the Fund might obtain a less favorable  price than that which prevailed when it
decided to  sell. Illiquid securities will be priced at fair value as determined in good faith by the Board o f Trustees o r its delegatee. If,
through the appreciation o f illiquid securities o r the depreciation o f liquid securities, the Fund should be in a position where more than
15% of the value o f its net assets is invested in illiquid securities, including  restric ted securities that are  no t readily marketable , the Fund
will take such steps as are  deemed advisable  by NAM, if any, to  pro tect liquidity.

INVERSE FLOATING RATE SECURITIES AND FLOATING RATE SECURITIES
Inverse Floating Rate Securities. Inverse floating  rate  securities (sometimes referred to  as “inverse floaters”) are  securities

whose interest rates bear an inverse relationship to  the interest rate  on ano ther security o r the value o f an index. Generally, inverse
floating  rate  securities represent beneficial interests in a special purpose trust fo rmed by a third party sponso r fo r the purpose o f
ho lding  municipal bonds. The special purpose trust typically sells two  classes o f beneficial interests o r securities: floating  rate
securities (sometimes referred to  as sho rt-term floaters o r tender option bonds) and inverse floating  rate  securities (sometimes
referred to  as inverse floaters o r residual interest securities). Bo th classes o f beneficial interests are  represented by certificates. The
short-term floating  rate  securities have first prio rity on the cash flow from the municipal bonds held by the special purpose trust.
Typically, a third party, such as a bank, broker-dealer o r o ther financial institution, g rants the floating  rate  security ho lders the option, at
periodic  intervals, to  tender their securities to  the institution and receive the face value thereo f. As consideration fo r providing  the
option, the financial institution receives periodic  fees. The ho lder o f the sho rt-term floater effectively ho lds a demand obligation that
bears interest at the prevailing  sho rt-term, tax-exempt rate . However, the institution g ranting  the tender option will no t be obligated to
accept tendered sho rt-term floaters in the event o f certain defaults o r a significant downgrade in the credit rating  assigned to  the bond
issuer. Fo r its inverse floating  rate  investment, the Fund receives the residual cash flow from the special purpose trust. Because the
ho lder o f the sho rt-term floater is generally assured liquidity at the face value o f the security, the Fund as the ho lder o f the inverse
floater assumes the interest rate  cash flow risk and the market value risk associated with the municipal bond deposited into  the special
purpose trust. The vo latility o f the interest cash flow and the residual market value will vary with the deg ree to  which the trust is
leveraged. This is expressed in the ratio  o f the face value o f the sho rt-term floaters in relation to  the inverse floaters that are  issued by
the special purpose trust. The Fund expects to  make limited investments in inverse floaters, with leverage ratio s that may vary between
one and three times. However, the Fund is permitted to  invest in highly leveraged inverse floating  rate  securities. In addition, all vo ting
rights and decisions to  be made with respect to  any o ther rights re lating  to  the municipal bonds held in the special purpose trust are
passed through to  the Fund, as the ho lder o f the residual inverse floating  rate  securities.

Because increases in either the interest rate  on the securities o r the value o f indexes (with which inverse floaters maintain their
inverse relationship) reduce the residual interest paid on inverse floaters, inverse floaters’ value is generally more vo latile  than that o f
fixed rate  bonds. The market price o f inverse floating  rate  securities is more vo latile  than the underlying  securities due to  leverage.
These securities generally will underperfo rm the market o f fixed rate  bonds in a rising  interest rate  environment, but tend to  outperfo rm
the market o f fixed rate  bonds when interest rates decline o r remain relatively stable . Although vo latile , inverse floaters typically o ffer
the po tential fo r yields exceeding  the yields available  on fixed rate  bonds with comparable  credit quality, coupon, call provisions and
maturity.

Inverse floaters have varying  deg rees o f liquidity based upon, among  o ther things, the liquidity o f the underlying  securities
deposited in a special purpose trust. The Fund may invest in inverse floating  rate  securities issued by special purpose trusts that have
recourse to  the Fund. In NAM’s discretion, the Fund may enter into  a separate  sho rtfall and fo rbearance ag reement with the third party
sponso r o f a special purpose trust. The Fund may enter into  such recourse ag reements (i) when the liquidity provider to  the special
purpose trust requires such an ag reement because the level o f leverage in the trust exceeds the level that the liquidity provider is willing
to  support absent such an ag reement; and/o r (ii) to  seek to  prevent the liquidity provider from co llapsing  the trust in the event that the
municipal obligation held in the trust has declined in value. Such an ag reement would require
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the Fund to  reimburse the third party sponso r o f such inverse floater, upon termination o f the trust issuing  the inverse floater, the
difference between the liquidation value o f the bonds held in the trust and the principal amount due to  the ho lders o f floating  rate
interests. Such ag reements may expose the Fund to  a risk o f lo ss that exceeds its investment in the inverse floating  rate  securities.
Absent a sho rtfall and fo rbearance ag reement, the Fund would no t be required to  make such a reimbursement. If the Fund chooses no t
to  enter into  such an ag reement, the special purpose trust could be liquidated and the Fund could incur a lo ss.

The Fund will seg regate  o r earmark liquid assets with its custodian in acco rdance with the 1940 Act to  cover its obligations with
respect to  its investments in special purpose trusts. See also  “Segregation o f Assets” in the Statement o f Additional Info rmation.

Floating Rate Securities. The Fund may also  invest in floating  rate  securities, as described above, issued by special purpose
trusts. Floating  rate  securities may take the fo rm o f sho rt-term floating  rate  securities o r the option period may be substantially longer.
Generally, the interest rate  earned will be based upon the market rates fo r municipal securities with maturities o r remarketing  provisions
that are  comparable  in duration to  the periodic  interval o f the tender option, which may vary from weekly, to  monthly, to  extended
periods o f one year o r multiple  years. Since the option feature  has a sho rter term than the final maturity o r first call date  o f the
underlying  bond deposited in the trust, the Fund as the ho lder o f the floating  rate  security relies upon the terms o f the ag reement with
the financial institution furnishing  the option as well as the credit streng th o f that institution. As further assurance o f liquidity, the terms o f
the trust provide fo r a liquidation o f the municipal security deposited in the trust and the application o f the proceeds to  pay o ff the
floating  rate  security. The trusts that are  o rganized to  issue bo th sho rt-term floating  rate  securities and inverse floaters generally
include liquidation triggers to  pro tect the investo r in the floating  rate  security.

AUCTION RATE SECURITIES
Municipal securities also  include auction rate  municipal securities and auction rate  preferred securities issued by closed-end

investment companies that invest primarily in municipal securities (co llectively, “auction rate  securities”). In recent market
environments, auction failures have been widespread, which has adversely affected the liquidity and price o f auction rate  securities.
Provided that the auction mechanism is successful, auction rate  securities usually permit the ho lder to  sell the securities in an auction at
par value at specified intervals. The dividend is reset by “Dutch” auction in which bids are  made by broker-dealers and o ther institutions
fo r a certain amount o f securities at a specified minimum yield. The dividend rate  set by the auction is the lowest interest o r dividend
rate  that covers all securities o ffered fo r sale . While  this process is designed to  permit auction rate  securities to  be traded at par value,
there  is a risk that an auction will fail due to  insuffic ient demand fo r the securities. Moreover, between auctions, there  may be no
secondary market fo r these securities, and sales conducted on a secondary market may no t be on terms favorable  to  the seller. Thus,
with respect to  liquidity and price stability, auction rate  securities may differ substantially from cash equivalents, no twithstanding  the
frequency o f auctions and the credit quality o f the security. The Fund’s investments in auction rate  securities o f c losed-end funds are
subject to  the limitations prescribed by the 1940 Act. The Fund will indirectly bear its proportionate  share o f any management and o ther
fees paid by such closed-end funds in addition to  the adviso ry fees payable  directly by the Fund.

WHEN- ISSUED AND DELAYED DELIVERY TRANSACTIONS
The Fund may buy and sell municipal securities on a when-issued o r delayed delivery basis, making  payment o r taking  delivery at a

later date , no rmally within 15 to  45 days o f the trade date . On such transactions, the payment obligation and the interest rate  are  fixed at
the time the purchaser enters into  the commitment. Beg inning  on the date  the Fund enters into  a commitment to  purchase securities on
a when-issued o r delayed delivery basis, the Fund is required under the rules o f the Securities and Exchange Commission to  maintain in a
separate  account liquid assets, consisting  o f cash, cash equivalents o r liquid securities having  a market value at all times o f at least
equal to  the amount o f any delayed payment commitment. Income generated by any such
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assets which provide taxable  income fo r federal income tax purposes is includable  in the taxable  income o f the Fund and, to  the extent
distributed, will be taxable  distributions to  shareho lders. The Fund may enter into  contracts to  purchase securities on a fo rward basis
(i.e., where settlement will occur more than 60 days from the date  o f the transaction) only to  the extent that the Fund specifically
co llateralizes such obligations with a security that is expected to  be called o r mature within 60 days befo re o r after the settlement date
o f the fo rward transaction. The commitment to  purchase securities on a when-issued, delayed delivery o r fo rward basis may invo lve an
element o f risk because no  interest accrues on the bonds prio r to  settlement and at the time o f delivery the market value may be less
than their cost.

OTHER INVESTMENTS
Zero Coupon Securities. The Fund’s investments in debt securities may be in the fo rm o f a zero  coupon bond. Zero  coupon bonds

are debt obligations that do  no t entitle  the ho lder to  any periodic  payments o f interest fo r the entire  life  o f the obligation. When held to
its maturity, its re turn comes from the difference between the purchase price and its maturity value. These instruments are  typically
issued and traded at a deep discount from their face amounts. The amount o f the discount varies depending  on such facto rs as the time
remaining  until maturity o f the securities, prevailing  interest rates, the liquidity o f the security and the perceived credit quality o f the
issuer. The market prices o f zero  coupon bonds generally are  more vo latile  than the market prices o f debt instruments that pay interest
currently and in cash and are  likely to  respond to  changes in interest rates to  a g reater deg ree than do  o ther types o f securities having
similar maturities and credit quality. In o rder to  satisfy a requirement fo r qualification to  be taxed as a “regulated investment company”
under the Code (as defined under “Tax Matters”), an investment company, such as the Fund, must distribute  each year at least 90% of
its investment company taxable  income (as described under “Tax Matters”), including  the o rig inal issue discount accrued on zero
coupon bonds. Because the Fund will no t on a current basis receive cash payments from the issuer o f these securities in respect o f any
accrued o rig inal issue discount, in some years the Fund may have to  distribute  cash obtained from selling  o ther po rtfo lio  ho ldings o f
the Fund in o rder to  avo id unfavorable  tax consequences. In some circumstances, such sales might be necessary in o rder to  satisfy
cash distribution requirements to  the Fund’s shareho lders even though investment considerations might o therwise make it undesirable
fo r the Fund to  sell securities at such time. Under many market conditions, investments in zero  coupon bonds may be illiquid, making  it
difficult fo r the Fund to  dispose o f them o r determine their current value.

Structured Notes. The Fund may utilize  structured no tes and similar instruments fo r investment purposes and also  fo r hedg ing
purposes. Structured no tes are  privately nego tiated debt obligations where the principal and/o r interest is determined by reference to
the perfo rmance o f a benchmark asset, market o r interest rate  (an “embedded index”), such as selected securities, an index o f
securities o r specified interest rates, o r the differential perfo rmance o f two  assets o r markets. The terms o f such structured
instruments no rmally provide that their principal and/o r interest payments are  to  be adjusted upwards o r downwards (but no t o rdinarily
below zero ) to  reflect changes in the embedded index while  the structured instruments are  outstanding . As a result, the interest and/o r
principal payments that may be made on a structured product may vary widely, depending  upon a variety o f facto rs, including  the
vo latility o f the embedded index and the effect o f changes in the embedded index on principal and/o r interest payments. The rate  o f
return on structured no tes may be determined by applying  a multiplier to  the perfo rmance o r differential perfo rmance o f the referenced
index o r indices o r o ther assets. Application o f a multiplier invo lves leverage that will serve to  magnify the po tential fo r gain and the
risk o f lo ss. These types o f investments may generate  taxable  income.

OTHER INVESTMENT COMPANIES
The Fund may invest in securities o f o ther open- o r c losed-end investment companies (including  ETFs) that invest primarily in

municipal securities o f the types in which the Fund may invest directly. The Fund generally expects that it may invest in o ther investment
companies either during  periods when it has large amounts o f uninvested cash, o r during  periods when there is a sho rtage o f attractive
municipal securities available  in the
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market. The Fund may invest in investment companies that are  advised by NAM or its affiliates to  the extent permitted by applicable
law and/o r pursuant to  exemptive relief from the Securities and Exchange Commission. As a shareho lder in an investment company, the
Fund will bear its ratable  share o f that investment company’s expenses, and would remain subject to  payment o f the Fund’s adviso ry
and administrative fees with respect to  assets so  invested. Fund common shareho lders would therefo re be subject to  duplicative
expenses to  the extent the Fund invested in o ther investment companies.

NAM will take expenses into  account when evaluating  the investment merits o f an investment in the investment company relative
to  available  municipal security instruments. In addition, because the securities o f o ther investment companies may be leveraged and
subject to  the same leverage risk, the Fund may indirectly be subject to  those risks described in the Fund’s Prospectus. Market value
will tend to  fluctuate  more than the yield generated by unleveraged shares.

PORTFOLIO TURNOVER
The Fund may buy and sell municipal securities to  accomplish its investment objective(s) in relation to  actual and antic ipated

changes in interest rates. The Fund also  may sell one municipal bond and buy ano ther o f comparable  quality at about the same time to
take advantage o f what NAM believes to  be a temporary price disparity between the two  bonds that may result from imbalanced supply
and demand. The Fund also  may engage in a limited amount o f sho rt-term trading , consistent with its investment objectives. The Fund
may sell securities in antic ipation o f a market decline (a rise  in interest rates) o r buy securities in antic ipation o f a market rise  (a decline
in interest rates) and later sell them, but the Fund will no t engage in trading  so lely to  recognize a gain. The Fund will attempt to  achieve
its investment objectives by prudently selecting  municipal securities with a view to  ho lding  them fo r investment. Although the Fund
canno t accurately predict its annual po rtfo lio  turnover rate , the Fund expects, though it canno t guarantee, that its annual po rtfo lio
turnover rate  generally will no t exceed 100% under no rmal c ircumstances. Fo r the fiscal year ended September 30, 2009, the Fund’s
portfo lio  turnover rate  was 4%. There are  no  limits on the rate  o f po rtfo lio  turnover, and investments may be so ld without regard to
leng th o f time held when investment considerations warrant such action. A higher po rtfo lio  turnover rate  results in co rresponding ly
g reater brokerage commissions and o ther transactional expenses that are  bo rne by the Fund. In addition, high po rtfo lio  turnover may
result in the realization o f net sho rt-term capital gains by the Fund which, when distributed to  shareho lders, will be taxable  as o rdinary
income.
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MANAGEMENT OF THE FUND

TRUSTEES AND OFFICERS
The management o f the Fund, including  general supervision o f the duties perfo rmed fo r the Fund under the investment

management ag reement with NAM (“the management ag reement”), is the responsibility o f the Board o f Trustees o f the Fund. The
number o f trustees o f the Fund is nine, one o f whom is an “interested person” (as the term “interested person” is defined in the 1940
Act) and eight o f whom are no t interested persons (referred to  herein as “independent trustees”). None o f the independent trustees has
ever been a directo r, trustee o r employee o f, o r consultant to , Nuveen Investments, NAM or their affiliates. The Board o f Trustees is
divided into  three classes, Class I, Class II and Class III, the Class I trustees serving  until the 2010 annual meeting , the Class II trustees
serving  until the 2011 annual meeting  and the Class III trustees serving  until the 2012 annual meeting , in each case until their respective
successo rs are  elected and qualified, as described below. Currently, Judith M. Stockdale  and Caro le  E. Stone are  slated in Class I, John
P. Amboian, David J. Kundert and Terence J. To th are  slated in Class II and Robert P. Bremner and Jack B. Evans are  slated in Class III.
Messrs. Hunter and Schneider are  elected by ho lders o f Preferred Shares fo r a term o f one year. The o fficers o f the Fund serve annual
terms and are  elected on an annual basis. The names, business addresses and birthdates o f the trustees and o fficers o f the Fund, their
principal occupations and o ther affiliations during  the past five years, the number o f po rtfo lio s each oversees and o ther directo rships
they ho ld are  set fo rth below. The trustees o f the Fund are  directo rs o r trustees, as the case may be, o f 75 Nuveen-sponso red open-
end funds (the “Nuveen Mutual Funds”) and 123 Nuveen-sponso red closed-end funds (co llectively with the Nuveen Mutual Funds, the
“Nuveen Funds”).
 

Name , B us ine ss  Addre ss
and B irthdate   

Pos ition(s )
He ld with

Fund   

T e rm of O ffic e
and Le ngth of

T ime  S e rve d with
Fund   

Princ ipal O c c upation(s )
During Past Five  Ye ars   

Numbe r of
Portfolios
in Fund
Comple x

O ve rse e n by
T ruste e   

O the r
Dire c torships

He ld by
T ruste e

Independent Trustees:     
Robert P. Bremner
333 West Wacker Drive
Chicago , IL 60606
(8/22/40)

  

Chairman o f
the Board
and Trustee

  

Term—Class III
Leng th o f service
—
Since 1996

  

Private  Investo r and
Management Consultant;
Treasurer and Directo r,
Humanities Council,
Washing ton, D.C.   

198

  

N/A
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Name , B us ine ss  Addre ss
and B irthdate   

Pos ition(s )
He ld with

Fund   

T e rm of O ffic e
and Le ngth of

T ime  S e rve d with
Fund   

Princ ipal O c c upation(s )
During Past Five  Ye ars   

Numbe r of
Portfolios
in Fund
Comple x

O ve rse e n by
T ruste e   

O the r
Dire c torships

He ld by
T ruste e

Jack B. Evans*
333 West Wacker Drive
Chicago , IL 60606
(10/22/48)

  

Trustee

  

Term—Class III
Leng th o f service
—
Since 1999

  

President, The Hall-Perrine
Foundation, a private  philanthropic
co rporation (since 1996); Directo r
and Vice Chairman, United Fire
Group, a publicly held company;
member o f the Board o f Regents fo r
the State  o f Iowa University System;
member o f the Adviso ry Council o f
the Department o f Finance in the
Tippie  Co llege o f Business,
University o f Iowa; Directo r, Gazette
Companies; Life  Trustee o f Coe
College; Directo r, Iowa Co llege
Foundation; fo rmerly, Directo r,
Alliant Energy; fo rmerly, Directo r,
Federal Reserve Bank o f Chicago ;
fo rmerly, President and Chief
Operating  Officer, SCI Financial
Group, Inc., (a reg ional financial
services firm).   

198

  

See
Principal
Occupation
description

 
* As a result o f his ownership o f securities issued by Wells Fargo  & Company, the parent o f                      Securities, LLC, one o f the

principal underwriters o f the Fund with respect to  MTP Shares, the Fund believes that Mr. Evans may be deemed to  be an
interested person fo r as long  as Wells Fargo  Securities, LLC serves as a principal underwriter to  the Fund and, therefo re, fo r
purposes o f this o ffering  he is being  treated as an interested person. Mr. Evans owns less than 1% of such securities outstanding
and has abstained from vo ting  on any items invo lving  the appo intment o f Wells Fargo  Securities, LLC as principal underwriter to
the Fund.
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Name , B us ine ss  Addre ss
and B irthdate   

Pos ition(s )
He ld with

Fund   

T e rm of O ffic e
and Le ngth of

T ime  S e rve d with
Fund   

Princ ipal O c c upation(s )
During Past Five  Ye ars   

Numbe r of
Portfolios
in Fund
Comple x

O ve rse e n by
T ruste e   

O the r
Dire c torships

He ld by
T ruste e

William C. Hunter
333 West Wacker Drive
Chicago , IL 60606
(3/6/48)

  

Trustee

  

Term—one year
Leng th o f service
—
Since 2004

  

Dean, Tippie  Co llege o f Business,
University o f Iowa (since 2006);
Directo r (since 2004) o f Xerox
Corporation; Directo r (since 2005)
o f Beta Gamma Sigma International
Society; fo rmerly, Directo r, SS&C
Techno log ies, Inc. (May 2005-
October 2005); fo rmerly, Dean and
Distinguished Pro fesso r o f Finance,
Schoo l o f Business at the University
o f Connecticut (2003-2006);
fo rmerly, Directo r (1997-2007),
Credit Research Center at
Georgetown University; previously,
Senio r Vice President and Directo r o f
Research at the Federal Reserve Bank
of Chicago  (1995-2003).   

198

  

See
Principal
Occupation
description
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Name , B us ine ss  Addre ss
and B irthdate   

Pos ition(s )
He ld with

Fund   

T e rm of O ffic e
and Le ngth of

T ime  S e rve d with
T rust   

Princ ipal O c c upation(s )
During Past Five  Ye ars   
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in Fund
Comple x

O ve rse e n by
T ruste e   

O the r
Dire c torships

He ld by
T ruste e

David J. Kundert
333 West Wacker Drive
Chicago , IL 60606
(10/28/42)

  

Trustee

  

Term—Class II
Leng th o f service
—
Since 2005

  

Directo r, Northwestern Mutual
Wealth Management Company;
retired (since 2004) as Chairman,
JPMorgan Fleming  Asset
Management, President and CEO,
Banc One Investment Adviso rs
Corporation, and President, One
Group Mutual Funds; prio r thereto ,
Executive Vice President, Bank One
Corporation and Chairman and CEO,
Banc One Investment Management
Group; member o f the Board o f
Regents, Luther Co llege; member o f
the Wisconsin Bar Association;
member o f Board o f Directo rs,
Friends o f Boerner Bo tanical
Gardens; member o f Investment
Committee, Greater Milwaukee
Foundation.   

198

  

See
Principal
Occupation
description

William J. Schneider
333 West Wacker Drive
Chicago , IL 60606
(9/24 /44 )

  

Trustee

  

Term—one year
Leng th o f service
—
Since 1996

  

Chairman o f Miller-Valentine Partners
Ltd., a real estate  investment
company; fo rmerly, Senio r Partner
and Chief Operating  Officer (retired)
o f Miller-Valentine Group; member,
University o f Dayton Business
Schoo l Adviso ry Council; member,
Dayton Philharmonic Orchestra
Association; fo rmerly, Directo r,
Dayton Development Coalition;
fo rmerly, member, Business
Adviso ry Council, Cleveland Federal
Reserve Bank.   

198

  

See
Principal
Occupation
description
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Name , B us ine ss  Addre ss
and B irthdate   

Pos ition(s )
He ld with

Fund   

T e rm of O ffic e
and Le ngth of

T ime  S e rve d with
Fund   

Princ ipal O c c upation(s )
During Past Five  Ye ars   

Numbe r of
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in Fund
Comple x

O ve rse e n by
T ruste e   

O the r
Dire c torships

He ld by
T ruste e

Judith M. Stockdale
333 West Wacker Drive
Chicago , IL 60606
(12/29/47)

  

Trustee

  

Term—Class I
Leng th o f service—
Since 1997

  

Executive Directo r, Gaylo rd and
Doro thy Donnelley Foundation
(since 1994); prio r thereto ,
Executive Directo r, Great Lakes
Pro tection Fund (1990-1994).   

198

  

N/A

Caro le  E. Stone
333 West Wacker Drive
Chicago , IL 60606
(6/28/47)

  

Trustee

  

Term—Class I
Leng th o f service—
Since 2007

  

Directo r, C2 Options Exchange,
Inco rporated (since 2009);
Directo r, Chicago  Board Options
Exchange (since 2006);
Commissioner, New York State
Commission on Public  Authority
Refo rm (since 2005); fo rmerly,
Chair, New York Racing
Association Oversight Board
(2005-2007).   

198

  

See
Principal
Occupation
description
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Name , B us ine ss  Addre ss
and B irthdate   

Pos ition(s )
He ld with

Fund   

T e rm of O ffic e
and Le ngth of

T ime  S e rve d with
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During Past Five  Ye ars   
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Portfolios
in Fund
Comple x

O ve rse e n by
T ruste e   

O the r
Dire c torships

He ld by
T ruste e

Terence J. To th
333 West Wacker Drive
Chicago , IL 60606
(9/29/59)

  

Trustee

  

Term—Class II
Leng th o f service
—
Since 2008

  

Directo r, Legal & General
Investment Management
America, Inc. (since 2008);
Manag ing  Partner, Musso
Capital Management (since
2008); fo rmerly, CEO and
President, Northern Trust
Investments (2004-2007);
Executive Vice President,
Quantitative Management &
Securities Lending  (2000-
2004); prio r thereto , various
positions with Northern Trust
Company (since 1994);
member: Goodman Theatre
Board (since 2004) Chicago
Fellowship Board (since 2005),
University o f Illino is Leadership
Council Board (since 2007) and
Catalyst Schoo ls o f Chicago
Board (since 2008); fo rmerly,
member: Northern Trust Mutual
Funds Board (2005-2007),
Northern Trust Investments
Board (2004-2007); Northern
Trust Japan Board (2004-2007),
Northern Trust Securities Inc.
Board (2003-2007) and
Northern Trust Hong  Kong
Board (1997-2004).   

198

  

N/A
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Name , B us ine ss  Addre ss
and B irthdate   

Pos ition(s )
He ld with

Funds   

T e rm of O ffic e
and Le ngth of

T ime  S e rve d with
T rust   

Princ ipal O c c upation(s )
During Past Five  Ye ars   

Numbe r of
Portfolios
in Fund
Comple x

O ve rse e n by
T ruste e   

O the r
Dire c torships

He ld by
T ruste e

Interested Trustee :       
John P. Amboian**
333 West Wacker Drive
Chicago , IL 60606
(6/14 /61)

  

Trustee

  

Term—Class II
Leng th o f service
—
Since 2008

  

Chief Executive Officer (since July
2007) and Directo r (since 1999) o f
Nuveen Investments, Inc.; Chief
Executive Officer (since 2007) o f
Nuveen Asset Management and
Nuveen Investments Adviso rs, Inc.;
fo rmerly, President (1999-2004) o f
Nuveen Adviso ry Corp. and Nuveen
Institutional Adviso ry Corp.***   

198

  

See
Principal
Occupation
description

 
** Mr. Amboian is an “interested person” o f the Fund, as defined in the 1940 Act, by reason o f his positions with Nuveen

Investments, Inc. (“Nuveen Investments”) and certain o f its subsidiaries.
*** Nuveen Adviso ry Corp. and Nuveen Institutional Adviso ry Corp. were reo rganized into  NAM, effective January 1, 2005.
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and B irthdate   

Pos ition(s )
He ld with
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T e rm of O ffic e
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O ve rse e n by
O ffic e r

Officers o f the Fund:     
Giffo rd R. Zimmerman
333 West Wacker Drive
Chicago , IL 60606
(9/9/56)

  

Chief
Administrative
Officer

  

Term—Until
July 2010—
Leng th o f
Service—
Since 1988

  

Manag ing  Directo r (since 2002), Assistant
Secretary and Associate  General Counsel o f
Nuveen Investments, LLC; Manag ing  Directo r
(since 2002) and Associate  General Counsel and
Assistant Secretary o f Nuveen Asset
Management; Vice President and Assistant
Secretary o f Nuveen Investments Advisers Inc.
(since 2002); Vice President and Assistant
Secretary o f NWQ Investment Management
Company, LLC (since 2002); Manag ing  Directo r,
Associate  General Counsel and Assistant Secretary
o f Symphony Asset Management LLC (since
2003); Vice President and Assistant Secretary o f
Tradewinds Global Investo rs, LLC and Santa
Barbara Asset Management, LLC (since 2006), and
Nuveen HydePark Group, LLC and Nuveen
Investment So lutions, Inc. (since 2007); Manag ing
Directo r (since 2004) and Assistant Secretary
(since 1994) o f Nuveen Investments, Inc.;
fo rmerly, Manag ing  Directo r (2002-2004),
General Counsel (1998-2004) and Assistant
Secretary o f Nuveen Adviso ry Corp. and Nuveen
Institutional Adviso ry Corp.*; Chartered Financial
Analyst.   

198

Williams Adams IV
333 West Wacker Drive
Chicago , IL 60606
(6/9/55)

  

Vice
President

  

Term—Until
July 2010—
Leng th o f
Service—
Since
2007   

Executive Vice President, U.S. Structured Products
o f Nuveen Investments, LLC, (since 1999), prio r
thereto , Manag ing  Directo r o f Structured
Investments.

  

123
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Name , B us ine ss  Addre ss
and B irthdate   

Pos ition(s )
He ld with

Fund   

T e rm of O ffic e
and

Le ngth of
T ime  S e rve d with
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Princ ipal
O c c upation(s )

During Past Five
Ye ars   

Numbe r of
Portfolios
in Fund
Comple x

O ve rse e n by
O ffic e r

Mark J.P. Anson
333 West Wacker Drive
Chicago , IL 60606
(6/10/59)

  

Vice
President

  

Term—Until
July
2010—
Leng th o f
Service—Since
2009

  

President and Executive Directo r o f Nuveen
Investments, Inc. (since 2007); President o f Nuveen
Investments Institutional Services Group LLC (since
2007); previously, Chief Executive Officer o f British
Telecom Pension Scheme (2006-2007); Chief
Investment Officer o f Calpers (1999-2006); PhD,
Chartered Financial Analyst, Chartered Alternative
Investment Analyst, Certified Public  Accountant,
Certified Management Accountant and Certified
Internal Audito r.   

198

Cedric  H. Antosiewicz
333 West Wacker Drive
Chicago , IL 60606
(1/11/62)

  

Vice
President

  

Term—Until
July
2010—Leng th
of
Service—Since
2007   

Manag ing  Directo r, (since 2004), previously, Vice
President (1993-2004) o f Nuveen Investments LLC.

  

123

Nizida Arriaga
333 West Wacker Drive
Chicago , IL 60606
(6/1/68)

  

Vice
President

  

Term—Until
July
2010—
Leng th o f
Service—Since
2009   

Vice President o f Nuveen Investments, LLC (since
2007); previously, Po rtfo lio  Manager, Allstate
Investments, LLC (1996-2006); Chartered Financial
Analyst.   

198

Michael T. Atkinson
333 West Wacker Drive
Chicago , IL 60606
(2/3/66)

  

Vice
President

  

Term—
Until July
2010—Leng th
of
Service—
Since 2002   

Vice President o f Nuveen Investments, LLC (since
2002); Vice President o f Nuveen Asset Management
(since 2005).

  

198

Margo  L. Cook
333 West Wacker Drive
Chicago , IL 60606
(4 /11/64 )

  

Vice
President

  

Term—Until
July
2010—
Leng th o f
Service—Since
2009   

Executive Vice President (since Oct 2008) o f Nuveen
Investments, Inc.; previously, Head o f Institutional
Asset Management (2007-2008) o f Bear Stearns Asset
Management; Head o f Institutional Asset Mgt (1986-
2007) o f Bank o f NY Mellon; Chartered Financial
Analyst.   

198
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Lorna C. Ferguson
333 West Wacker Drive
Chicago , IL 60606
(10/24 /45)

  

Vice President

  

Term—Until
July 2010—
Leng th o f
Service—
Since 1998   

Manag ing  Directo r (since 2004) o f Nuveen
Investments LLC; Manag ing  Directo r (since 2005)
o f Nuveen Asset Management; fo rmerly, Vice
President (1998-2004) o f Nuveen Adviso ry Corp.
and Nuveen Institutional Adviso ry Corp.*   

198

Sco tt S. Grace
333 West Wacker Drive
Chicago , IL 60606
(8/20/70)

  

Vice President
and Treasurer

  

Term—Until
July 2010—
Leng th o f
Service—
Since
2009

  

Manag ing  Directo r, Corporate  Finance &
Development, Treasurer (since September 2009)
o f Nuveen Investments, LLC; fo rmerly, Treasurer
(2006-2009), Senio r Vice President (2008-2009),
previously, Vice President (2006-2008) o f Janus
Capital Group, Inc.; fo rmerly, Senio r Associate  in
Morgan Stanley’s Global Financial Services Group
(2000-2003); Chartered Accountant.   

198

Stephen D. Foy
333 West Wacker Drive
Chicago , IL 60606
(5/31/54 )

  

Vice President
and Contro ller

  

Term—Until
July 2010—
Leng th o f
Service—
Since 1993   

Vice President (since 1993) and Funds Contro ller
(since 1998) o f Nuveen Investments, LLC; Vice
President (since 2005) o f Nuveen Asset
Management; Certified Public  Accountant.

  

198

William T. Huffman
333 West Wacker Drive
Chicago , IL 60606
(5/7/69)

  

Vice President

  

Term—Until
July 2010—
Leng th o f
Service—
Since
2009

  

Chief Operating  Officer, Municipal Fixed Income
(since 2008) o f Nuveen Asset Management;
previously, Chairman, President and Chief
Executive Officer (2002-2007) o f Northern Trust
Global Adviso rs, Inc. and Chief Executive Officer
(2007) o f Northern Trust Global Investments
Limited; CPA.   

134

Walter M. Kelly
333 West Wacker Drive
Chicago , IL 60606
(2/24 /70)

  

Chief
Compliance
Officer and
Vice President

  

Term—Until
July 2010—
Leng th o f
Service—
Since 2003

  

Senio r Vice President (since 2008), fo rmerly,
Vice President (2006-2008); fo rmerly, Assistant
Vice President and Assistant General Counsel
(2003-2006) o f Nuveen Investments, LLC; Senio r
Vice President (since 2008), fo rmerly, Vice
President (2006-2008) and Assistant Secretary o f
Nuveen Asset Management; previously, Assistant
Vice President and Assistant Secretary o f the
Nuveen Funds (2003-2006).   

198
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Name , B us ine ss  Addre ss
and B irthdate   

Pos ition(s )
He ld with

Fund   

T e rm of O ffic e
and Le ngth of

T ime  S e rve d with
Fund   

Princ ipal
O c c upation(s )

During Past Five
Ye ars   

Numbe r of
Portfolios
in Fund
Comple x

O ve rse e n by
O ffic e r

David J. Lamb
333 West Wacker Drive
Chicago , IL 60606
(3/22/63)

  

Vice
President

  

Term—Until
July 2010—
Leng th o f
Service—
Since 2000   

Senio r Vice President (since 2009), fo rmerly, Vice
President (2000-2009) o f Nuveen Investments, LLC;
Vice President o f Nuveen Asset Management (since
2005); Certified Public  Accountant.

  

198

Tina M. Lazar
333 West Wacker Drive
Chicago , IL 60606
(8/27/61)

  

Vice
President

  

Term—Until
July 2010—
Leng th o f
Service—
Since 2002   

Senio r Vice President (since 2009), fo rmerly, Vice
President (1999-2009) o f Nuveen Investments, LLC;
Vice President o f Nuveen Asset Management (since
2005).

  

198

Larry W. Martin
333 West Wacker Drive
Chicago , IL 60606
(7/27/51)

  

Vice
President
and
Assistant
Secretary

  

Term—Until
July 2010—
Leng th o f
Service—
Since 1988

  

Vice President, Assistant Secretary and Assistant
General Counsel o f Nuveen Investments, LLC; Vice
President (since 2005) and Assistant Secretary o f
Nuveen Investments, Inc.; Vice President (since 2005)
and Assistant Secretary (since 1997) o f Nuveen Asset
Management; Vice President and Assistant Secretary o f
Nuveen Investments Advisers Inc. (since 2002), NWQ
Investment Management Company, LLC (since 2002),
Symphony Asset Management LLC (since 2003),
Tradewinds Global Investo rs, LLC and Santa Barbara
Asset Management LLC (since 2006) and o f Nuveen
HydePark Group, LLC and Nuveen Investment So lutions,
Inc. (since 2007); fo rmerly, Vice President and Assistant
Secretary o f Nuveen Adviso ry Corp. and Nuveen
Institutional Adviso ry Corp.*   

198
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Kevin J. McCarthy
333 West Wacker Drive
Chicago , IL 60606
(3/26/66)

  

Vice
President
and Secretary

  

Term—Until
July 2010—
Leng th o f
Service—
Since 2007

  

Manag ing  Directo r (since 2008), fo rmerly, Vice
President (2007-2008) o f Nuveen Investments, LLC;
Manag ing  Directo r (since 2008), fo rmerly, Vice
President (2007-2008) and Assistant Secretary (since
2007) Nuveen Investment Advisers Inc., Nuveen
Investment Institutional Services Group LLC, NWQ
Investment Management Company, LLC,
Tradewinds Global Investo rs, LLC, NWQ Holdings,
LLC, Symphony Asset Management LLC, Santa
Barbara Asset Management, LLC, Nuveen HydePark
Group, LLC and Nuveen Investment So lutions, Inc.;
prio r thereto , Partner, Bell, Boyd & Lloyd LLP (1997-
2007).   

198

John V. Miller
333 West Wacker Drive
Chicago ,4  IL 60606
(4 /10/67)

  

Vice
President

  

Term—Until
July 2010—
Leng th o f
Service—
Since 2007

  

Chief Investment Officer and Manag ing  Directo r
(since 2007), fo rmerly, Vice President (2002-2007)
o f Nuveen Asset Management; Manag ing  Directo r
(since 2007), fo rmerly, Vice President (2002-2007)
o f Nuveen Investments, LLC; Chartered Financial
Analyst.   

134

Gregory Mino
333 West Wacker Drive
Chicago , IL 60606
(1/4 /71)

  

Vice
President

  

Term—Until
July 2010—
Leng th o f
Service—
Since 2009

  

Vice President o f Nuveen Investments, LLC (since
2008); previously, Directo r (2004-2007) and
Executive Directo r (2007-2008) o f UBS Global
Asset Management; previously, Vice President
(2000-2003) and Directo r (2003-2004) o f Merrill
Lynch Investment Managers; Chartered Financial
Analyst.   

198

Christopher M. Rohrbacher
333 West Wacker Drive
Chicago , IL 60606
(8/1/71)

  

Vice
President and
Assistant
Secretary

  

Term—Until
July 2010—
Leng th o f
Service—
Since 2008   

Vice President, Nuveen Investments, LLC (since
2008); Vice President and Assistant Secretary,
Nuveen Asset Management (since 2008); prio r
thereto , Associate , Skadden, Arps, Slate  Meagher &
Flom LLP (2002-2008).   

198

James F. Ruane
333 West Wacker Drive
Chicago , IL 60606
(7/3/62)

  

Vice
President
and
Assistant
Secretary   

Term—Until
July 2010—
Leng th o f
Service—
Since 2007   

Vice President, Nuveen Investments, LLC (since
2007); prio r thereto , Partner, Delo itte  & Touche
USA LLP (2005-2007), fo rmerly, senio r tax manager
(2002-2005); Certified Public  Accountant.

  

198
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Princ ipal
O c c upation(s )

During Past Five
Ye ars   

Numbe r of
Portfolios
in Fund
Comple x

O ve rse e n by
O ffic e r

Mark L. Winget
333 West Wacker Drive
Chicago , IL 60606
(12/21/68)

  

Vice
President
and
Assistant
Secretary  

Term—Until
July 2010—
Leng th o f
Service—
Since 2008   

Vice President, Nuveen Investments, LLC (since 2008);
Vice President and Assistant Secretary o f Nuveen Asset
Management (since 2008); prio r thereto , Counsel,
Vedder Price P.C. (1997-2007).

  

198

 
* Nuveen Adviso ry Corp. and Nuveen Institutional Adviso ry Corp. were reo rganized into  NAM, effective January 1, 2005.

BOARD COMMITTEES
The Board o f Trustees has five standing  committees: the Executive Committee, the Audit Committee, the Nominating  and

Governance Committee, the Dividend Committee and the Compliance, Risk Management and Regulato ry Oversight Committee.

Robert P. Bremner, Chair, Judith M. Stockdale  and John P. Amboian, serve as members o f the Executive Committee o f the Board
of Trustees o f the Fund. The Executive Committee, which meets between regular meetings o f the Board o f Trustees, is autho rized to
exercise  all o f the powers o f the Board o f Trustees. During  the fiscal year ended September 30, 2009, the Executive Committee did
no t meet.

The Audit Committee monito rs the accounting  and reporting  po licies and practices o f the Fund, the quality and integ rity o f the
financial statements o f the Fund, compliance by the Fund with legal and regulato ry requirements and the independence and perfo rmance
of the external and internal audito rs. The members o f the Audit Committee are  Robert P. Bremner, Jack B. Evans, David J. Kundert,
Chair, William J. Schneider and Terence J. To th. During  the fiscal year ended September 30, 2009, the Audit Committee met four
times.

The Nominating  and Governance Committee is composed o f the independent trustees o f the Fund. The Nominating  and
Governance Committee operates under a written charter adopted and approved by the Board o f Trustees. The Nominating  and
Governance Committee is responsible  fo r trustee selection and tenure; selection and review o f committees; and Board education and
operations. In addition, the Nominating  and Governance Committee monito rs perfo rmance o f legal counsel and o ther service
providers; periodically reviews and makes recommendations about any appropriate  changes to  trustee compensation; and has the
resources and autho rity to  discharge its responsibilities, including  retaining  special counsel and o ther experts o r consultants at the
expense o f the Fund. In the event o f a vacancy on the Board, the Nominating  and Governance Committee receives suggestions from
various sources as to  suitable  candidates. Suggestions should be sent in writing  to  Lorna Ferguson, Manager o f Board Relations,
Nuveen Investments, 333 West Wacker Drive, Chicago , IL 60606. The Nominating  and Governance Committee sets appropriate
standards and requirements fo r nominations fo r new trustees and reserves the right to  interview all candidates and to  make the final
selection o f any new trustees. The members o f the Nominating  and Governance Committee are  Robert P. Bremner, Chair, Jack B.
Evans, William C. Hunter, David J. Kundert, William J. Schneider, Judith M. Stockdale , Caro le  E. Stone and Terence J. To th. During  the
fiscal year ended September 30, 2009, the Nominating  and Governance Committee met four times.

The Dividend Committee is autho rized to  declare  distributions on the Fund’s shares including , but no t limited to , regular and
special dividends, capital gains and o rdinary income distributions. The members o f the Dividend Committee are  Jack B. Evans, Chair,
Judith M. Stockdale  and Terence J. To th. During  the fiscal year ended September 30, 2009, the Dividend Committee met four times.

The Compliance, Risk Management and Regulato ry Oversight Committee is responsible  fo r the oversight o f compliance issues,
risk management, and o ther regulato ry matters affecting  the Fund that are  no t o therwise the
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jurisdiction o f the o ther committees. As part o f its duties regarding  compliance matters, the Committee is responsible  fo r the
oversight o f the Pricing  Procedures o f the Fund and the Valuation Group. The members o f the Compliance, Risk Management and
Regulato ry Oversight Committee are  William J. Schneider, Chair, William C. Hunter, Judith M. Stockdale  and Caro le  E. Stone. The
Committee has adopted a written charter. During  the fiscal year ended September 30, 2009, the Compliance, Risk Management and
Regulato ry Oversight Committee met four times.

INDEPENDENT CHAIRMAN
The trustees have elected Robert P. Bremner as the independent Chairman o f the Board o f Trustees. Specific  responsibilities o f

the Chairman include (a) presiding  at all meetings o f the Board o f Trustees and o f the shareho lders; (b) seeing  that all o rders and
reso lutions o f the trustees are  carried into  effect; and (c) maintaining  reco rds o f and, whenever necessary, certifying  all proceedings
o f the trustees and the shareho lders.

Class I trustees will serve until the annual meeting  o f shareho lders in 2010; Class II trustees will serve until the annual meeting  o f
shareho lders in 2011; and Class III trustees will serve until the annual meeting  o f shareho lders in 2012. As each trustee’s term expires,
common shareho lders will be asked to  elect trustees unless any Preferred Stock is outstanding  at that time, in which event ho lders o f
Preferred Stock (including  ho lders o f MTP Shares), vo ting  as a separate  c lass, will e lect two  trustees and the remaining  trustees shall
be elected by ho lders o f the Fund’s common stock and ho lders o f Preferred Stock, vo ting  together as a sing le  class. Messrs. Hunter
and Schneider are  elected by ho lders o f Preferred Stock fo r a term o f one year. Ho lders o f Preferred Stock will be entitled to  elect a
majo rity o f the Fund’s trustees under certain circumstances. Trustees shall be elected fo r a term expiring  at the time o f the third
succeeding  annual meeting  subsequent to  their e lection o r thereafter in each case when their respective successo rs are  duly elected
and qualified. These provisions could delay fo r up to  two  years the replacement o f a majo rity o f the Board o f Trustees. See the Fund’s
Prospectus under “Certain Provisions in the Declaration o f Trust and By-Laws.”

SHARE OWNERSHIP
The fo llowing  table  sets fo rth the do llar range o f equity securities beneficially owned by each trustee as o f December 31, 2008:

 

Name  of T ruste e   

Dollar Range
of Equity

S e c uritie s  in
the  Fund   

Aggre gate  Dollar Range
of Equity  S e c uritie s  in

All Re gis te re d
Inve s tme nt Companie s
O ve rse e n by T ruste e s
in Family  of Inve s tme nt

Companie s
John M. Amboian   None   Over $100,000
Robert P. Bremner   None   Over $100,000
Jack B. Evans   None   Over $100,000
William C. Hunter   None   Over $100,000
David J. Kundert   None   Over $100,000
William S. Schneider   None   Over $100,000
Judith M. Stockdale   None   Over $100,000
Caro le  E. Stone   None   $50,001-$100,000
Terence J. To th   None   Over $100,000

No  trustee who  is no t an interested person o f the Fund o r his immediate  family member owns beneficially o r o f reco rd, any
security o f NAM, Nuveen o r any person (o ther than a reg istered investment company) directly o r indirectly contro lling , contro lled by
or under common contro l with NAM or Nuveen.

As o f September 30, 2009, the o fficers and trustees o f the Fund, in the aggregate , own less than 1% of the Fund’s equity
securities.
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The fo llowing  table  sets fo rth the percentage ownership o f each person who , as o f March 9, 2009, owned o f reco rd, o r is known
by the Fund to  own o f reco rd o r beneficially, 5% o r more o f any class o f the Fund’s equity securities*:
 
Name  of Equity  S e c urity   Name  and Addre ss  of O wne r   % of Re c ord O wne rship 
Auction Rate  Preferred Shares

  

Citig roup Global Markets Inc.(a)
388 Greenwich Street
New York, NY 10013   

10.7% 

  

Citig roup Financial Products Inc.(a)
388 Greenwich Street
New York, NY 10013   

  

Citig roup Global Markets Ho ldings Inc.(a)
388 Greenwich Street
New York, NY 10013   

  

Citig roup Inc.(a)
399 Park Avenue
New York, NY 10013   

  

Bank o f America Corporation
100 North Tryon Street, Floo r 25
Bank o f America Corporate  Center
Charlo tte , NC 28255   

10.1% 

  

Merrill Lynch, Pierce, Fenner & Smith, Inc.
4  World Financial Center
250 Vesey Street
New York, NY 10080   

8.9% 

  

Royal Bank o f Canada(b)
200 Bay Street
Toronto , Ontario  M5J2J5   

17.6% 

  

RBC Capital Markets(b)
One Liberty Plaza
165 Broadway
New York, NY 10006   

 
* The info rmation contained in this table  is based on Schedule 13G filings made on o r after December 31, 2008.
(a) Citig roup Global Markets Inc., Citig roup Financial Products Inc., Citig roup Global Markets Ho ldings Inc. and Citig roup Inc. filed

their Schedule 13G jo intly and did no t differentiate  ho ldings as to  each entity.
(b) Royal Bank o f Canada and RBC Capital Markets filed their Schedule 13G jo intly and did no t differentiate  ho ldings as to  each entity.

COMPENSATION
The fo llowing  table  shows, fo r each independent trustee, (1) the aggregate  compensation paid by the Fund fo r its fiscal year

ended September 30, 2009, (2) the amount o f to tal compensation paid by the Fund that has been deferred and (3) the to tal
compensation paid to  each trustee by the Nuveen Funds during  the fiscal year ended December 31, 2008. The Fund does no t have a
retirement o r pension plan. The o fficers and trustees affiliated with Nuveen serve without any compensation from the Fund. The Fund
has a deferred compensation plan (the “Plan”) that permits any trustee who  is no t an “interested person” o f the Fund to  elect to  defer
receipt o f all o r a po rtion o f his o r her compensation as a trustee. The deferred compensation o f a partic ipating  trustee is credited to  a
book reserve account o f the Fund when the compensation would o therwise have been paid to  the trustee. The value o f the trustee’s
deferral account at any time is equal to  the value that the account would have had if contributions to  the account had been invested and
reinvested in shares o f one o r more o f the elig ible  Nuveen Funds. At the time fo r commencing
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distributions from a trustee’s deferral account, the trustee may elect to  receive distributions in a lump sum o r over a period o f five
years. The Fund will no t be liable  fo r any o ther fund’s obligations to  make distributions under the Plan.
 

    
Aggre gate

Compe nsation from Fund(1)  

Amount of
T otal Compe nsation

From the  Fund
T hat Has  B e e n

De fe rre d(2)   
T otal Compe nsation from

Fund and Fund Comple x(3)
Robert P. Bremner   $ 763  —    $ 216,138
Jack B. Evans    660  —     189,578
William C. Hunter    525  —     120,659
David J. Kundert    618  —     128,240
William J. Schneider    645  —     140,917
Judith M. Stockdale    571  —     160,362
Caro le  E. Stone    539  —     171,750
Terence J. To th    607  —     28,695
 
(1) The compensation paid, including  deferred amounts, to  the independent trustees fo r the fiscal year ended September 30, 2009

fo r services to  the Fund.
(2) Pursuant to  a deferred compensation ag reement with certain o f the Nuveen Funds, deferred amounts are  treated as though an

equivalent do llar amount has been invested in shares o f one o r more elig ible  Nuveen funds. To tal deferred fees fo r the Fund
(including  the return from the assumed investment in the elig ible  Nuveen Funds) payable  are  stated above.

(3) Based on the compensation paid (including  any amounts deferred) fo r the 2008 calendar year ended December 31, 2008 fo r
services to  the Nuveen open-end and closed-end funds. Because the funds in the Fund Complex have different fiscal year ends,
the amounts shown in this co lumn are  presented on a calendar year basis.

(4 ) Mr. To th was appo inted to  the Board o f Directo rs/Trustees o f the Nuveen Funds, effective July 1, 2008.

Independent trustees receive a $100,000 annual re tainer plus (a) a fee o f $3,250 per day fo r attendance in person o r by te lephone
at a regularly scheduled meeting  o f the Board o f Trustees; (b) a fee o f $2,500 per meeting  fo r attendance in person where such in-
person attendance is required and $1,500 per meeting  fo r attendance by te lephone o r in person where in-person attendance is no t
required at a special, non-regularly scheduled board meeting ; (c) a fee o f $2,000 per meeting  fo r attendance in person o r by te lephone
at an Audit Committee meeting ; (d) a fee o f $2,000 per meeting  fo r attendance in person at a Compliance, Risk Management and
Regulato ry Oversight Committee meeting  where in-person attendance is required and $1,000 per meeting  fo r attendance by te lephone
where in-person attendance is no t required; (e) a fee o f $1,000 per meeting  fo r attendance in person o r by te lephone fo r a meeting  o f
the Dividend Committee; and (f) a fee o f $500 per meeting  fo r attendance in person at all o ther committee meetings ($1,000 fo r
shareho lder meetings) on a day on which no  regularly scheduled board meeting  is held in which in-person attendance is required and
$250 per meeting  fo r attendance by te lephone o r in person at such committee meetings (excluding  shareho lder meetings) where in-
person attendance is no t required and $100 per meeting  when the Executive Committee acts as pricing  committee fo r IPOs, plus, in
each case, expenses incurred in attending  such meetings. In addition to  the payments described above, the independent Chairman o f
the Board o f Trustees receives $50,000, the chairpersons o f the Audit Committee, the Dividend Committee and the Compliance, Risk
Management and Regulato ry Oversight Committee receive $7,500 and the chairperson o f the Nominating  and Governance Committee
receives $5,000 as additional re tainers. Independent trustees also  receive a fee o f $2,500 per day fo r site  visits to  entities that provide
services to  the Nuveen Funds on days on which no  regularly scheduled board meeting  is held. When ad hoc committees are  o rganized,
the Nominating  and Governance Committee will at the time o f fo rmation determine compensation to  be paid to  the members o f such
committee; however, in general, such fees will be $1,000 per meeting  fo r attendance in person at any ad hoc committee meeting
where in-person attendance is required and $500 per meeting  fo r attendance by te lephone o r in person at such meetings where in-
person attendance is no t required. The annual re tainer, fees and expenses are  allocated among  the Nuveen Funds on the basis o f
relative net asset sizes, although fund management may, in its discretion, establish a minimum amount to  be allocated to  each fund.

The Fund has no  employees. Its o fficers are  compensated by Nuveen Investments o r its affiliates.
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INVESTMENT ADVISER

NAM, the Fund’s investment adviser, is responsible  fo r determining  the Fund’s overall investment strategy and its
implementation. NAM also  is responsible  fo r manag ing  operations and the Fund’s business affairs and providing  certain clerical,
bookkeeping  and o ther administrative services to  the Fund. Fo r additional info rmation regarding  the management services perfo rmed
by NAM, including  the biog raphy o f the Fund’s po rtfo lio  manager and further info rmation about the investment management
ag reement between the Fund and NAM, see “Management o f the Fund” in the Fund’s Prospectus.

NAM, 333 West Wacker Drive, Chicago , Illino is 60606, a reg istered investment adviser, is a who lly-owned subsidiary o f Nuveen
Investments. Founded in 1898, Nuveen Investments and its affiliates had approximately $141 billion o f assets under management as o f
September 30, 2009, o f which approximately $68.8 billion was in municipal securities. Regarding  this approximately $68.8 billion o f
tax-exempt municipal securities, approximately $35.5 billion, $16.1 billion, $15.3 billion and $1.9 billion represent assets re lating  to
closed-end bond municipal funds, open-end municipal bond funds, re tail municipal managed accounts and institutional municipal
managed accounts, respectively. According  to  data from Thomson Wealth Management, Nuveen Investments is the leading  sponso r
o f c losed-end exchange-traded funds as measured by number o f funds (126) and the amount o f fund assets under management
(approximately $46 billion) as o f September 30, 2009.

Nuveen Investments provides high-quality investment services designed to  help secure the long-term goals o f institutions and
high-net worth investo rs as well as the consultants and financial adviso rs who  serve them. Nuveen Investments markets its g rowing
range o f specialized investment so lutions under the high-quality brands o f HydePark, NWQ, Nuveen, Santa Barbara, Symphony,
Tradewinds and Winslow Capital.

The fo llowing  table  sets fo rth the management fee paid by the Fund fo r the last three fiscal years:
 

Fisc al Ye ar Ende d
S e pte mbe r 30,  

Manage me nt Fe e  Ne t of Expe nse
Re imburse me nt Paid to  NAM

for the  Fisc al Ye ar Ende d  

Expe nse
Re imburse me nt from NAM
for the  Fisc al Ye ar Ende d

2007  $1,020,194  $297,027
2008    1,092,690    186,750
2009    1,074 ,131      72,293

PORTFOLIO MANAGER

Unless o therwise indicated, the info rmation below is provided as o f the date  o f this Statement o f Additional Info rmation.

Portfolio Management. Cathryn Steeves is the Fund’s po rtfo lio  manager at NAM and has primary responsibility fo r the day-to -day
implementation o f the Fund’s investment strategy.

In addition to  manag ing  the Fund, Ms. Steeves is also  primarily responsible  fo r the day-to -day po rtfo lio  management o f the
fo llowing  accounts. Info rmation is provided as o f September 30, 2009 unless o therwise indicated:
 

T ype  of Ac c ount Manage d   Numbe r of Ac c ounts   Asse ts*
Registered Investment Company   44   $8.095 billion
Other Poo led Investment Vehicles   0   0
Other Accounts   0   0

 
* None o f the assets in these accounts are  subject to  an adviso ry fee based on perfo rmance.
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Compensation. The Fund’s po rtfo lio  manager’s compensation consists o f three basic  e lements—base salary, cash bonus and
long-term incentive compensation. The compensation strategy is to  annually compare overall compensation to  the market in o rder to
create  a compensation structure  that is competitive and consistent with similar financial services companies. As discussed below,
several facto rs are  considered in determining  each po rtfo lio  manager’s to tal compensation. In any year these facto rs may include,
among  o thers, the effectiveness o f the investment strateg ies recommended by the po rtfo lio  manager’s investment team, the
investment perfo rmance o f the accounts managed by the po rtfo lio  manager, and the overall perfo rmance o f Nuveen Investments (the
parent company o f NAM). Although investment perfo rmance is a facto r in determining  the po rtfo lio  manager’s compensation, it is no t
necessarily a decisive facto r. The po rtfo lio  manager’s perfo rmance is evaluated in part by comparing  manager’s perfo rmance against
a specified investment benchmark. This fund-specific  benchmark is a customized subset (limited to  bonds in each fund’s specific  state
and with certain maturity parameters) o f the S&P/Investo rtoo ls Municipal Bond Index, an index comprised o f bonds held by managed
municipal bond fund customers o f Standard & Poor’s Securities Pricing , Inc. that are  priced daily and whose fund ho ldings aggregate  at
least $2 million. As o f September 30, 2009, the S&P/Investo rtoo ls Municipal Bond Index was comprised o f 54 ,220 securities with an
aggregate  current market value o f $1,130 billion.

Base salary. The Fund’s po rtfo lio  manager is paid a base salary that is set at a level determined by NAM in acco rdance with its
overall compensation strategy discussed above. NAM is no t under any current contractual obligation to  increase a po rtfo lio  manager’s
base salary.

Cash bonus. The Fund’s po rtfo lio  manager is also  elig ible  to  receive an annual cash bonus. The level o f this bonus is based upon
evaluations and determinations made by each po rtfo lio  manager’s superviso rs, along  with reviews submitted by his peers. These
reviews and evaluations o ften take into  account a number o f facto rs, including  the effectiveness o f the investment strateg ies
recommended to  NAM’s investment team, the perfo rmance o f the accounts fo r which he serves as po rtfo lio  manager relative to  any
benchmarks established fo r those accounts, his effectiveness in communicating  investment perfo rmance to  stockho lders and their
representatives, and his contribution to  NAM’s investment process and to  the execution o f investment strateg ies. The cash bonus
component is also  impacted by the overall perfo rmance o f Nuveen Investments in achieving  its business objectives.

Long-Term Incentive Compensation. In connection with the acquisition o f Nuveen Investments, by a g roup o f investo rs lead by
Madison Dearborn Partners, LLC in November 2007, certain employees, including  po rtfo lio  managers, received pro fit interests in
Nuveen Investments. These pro fit interests entitle  the ho lders to  partic ipate  in the appreciation in the value o f Nuveen Investments
beyond the issue date  and vest over five to  seven years, o r earlier in the case o f a liquidity event. In addition, in July 2009, Nuveen
Investments created and funded a trust, as part o f a newly-established incentive prog ram, which purchased shares o f certain Nuveen
Mutual Funds and awarded such shares, subject to  vesting , to  certain employees, including  po rtfo lio  managers.

Material Conflicts of Interest. Each po rtfo lio  manager’s simultaneous management o f the Fund and the o ther accounts no ted
above may present actual o r apparent conflic ts o f interest with respect to  the allocation and aggregation o f securities o rders placed on
behalf o f the Fund and the o ther account. NAM, however, believes that such po tential conflic ts are  mitigated by the fact that NAM has
adopted several po lic ies that address po tential conflic ts o f interest, including  best execution and trade allocation po licies that are
designed to  ensure (1) that po rtfo lio  management is seeking  the best price fo r po rtfo lio  securities under the circumstances, (2) fair and
equitable  allocation o f investment opportunities among  accounts over time and (3) compliance with applicable  regulato ry
requirements. All accounts are  to  be treated in a non-preferential manner, such that allocations are  no t based upon account
perfo rmance, fee structure  o r preference o f the po rtfo lio  manager. In addition, NAM has adopted a Code o f Conduct that sets fo rth
po licies regarding  conflic ts o f interest.

Beneficial Ownership of Securities. As o f the date  o f this Statement o f Additional Info rmation, Ms. Steeves does no t beneficially
own any stock issued by the Fund.
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Unless earlier terminated as described below, the Fund’s management ag reement with NAM will remain in effect until August 1,
2010. The management ag reement continues in effect from year to  year so  long  as such continuation is approved at least annually by
(1) the Board o f Trustees o r the vo te  o f a majo rity o f the outstanding  vo ting  securities o f the Fund and (2) a majo rity o f the trustees
who  are  no t interested persons o f any party to  the management ag reement, cast in person at a meeting  called fo r the purpose o f vo ting
on such approval. The management ag reement may be terminated at any time, without penalty, by either the Fund o r NAM upon 60
days’ written no tice, and is automatically terminated in the event o f its assignment as defined in the 1940 Act.

The Fund, NAM, Nuveen and o ther related entities have adopted codes o f e thics under Rule 17j-1 under the 1940 Act, that
essentially prohibit certain o f their personnel, including  the Fund’s po rtfo lio  managers, from engag ing  in personal investments that
compete o r interfere  with, o r attempt to  take advantage o f a c lient’s, including  the Fund’s, antic ipated o r actual po rtfo lio  transactions,
and are  designed to  assure that the interests o f c lients, including  Fund shareho lders, are  placed befo re the interests o f personnel in
connection with personal investment transactions. Text-only versions o f the codes o f e thics o f the Fund, NAM and Nuveen can be
viewed online o r downloaded from the EDGAR Database on the Securities and Exchange Commission’s internet web site  at
www.sec.gov. You may also  review and copy those documents by visiting  the Securities and Exchange Commission’s Public
Reference Room in Washing ton, DC. Info rmation on the operation o f the Public  Reference Room may be obtained by calling  the
Securities and Exchange Commission at 202-942-8090. In addition, copies o f those codes o f e thics may be obtained, after mailing  the
appropriate  duplicating  fee, by writing  to  the Securities and Exchange Commission’s Public  Reference Section, 100 F Street, N.E.,
Washing ton, DC 20549 o r by e-mail request at publicinfo@sec.gov.

The Fund invests its assets generally in municipal securities. On rare  occasions the Fund may acquire , directly o r through a special
purpose vehicle , equity securities o f certain issuers whose securities the Fund already owns when such securities have deterio rated o r
are  expected sho rtly to  deterio rate  significantly in credit quality. The purpose o f acquiring  equity securities generally will be to  acquire
contro l o f the issuer and to  seek to  prevent the credit deterio ration o r facilitate  the liquidation o r o ther workout o f the distressed
issuer’s credit problem. In the course o f exercising  contro l o f a distressed issuer, NAM may pursue the Fund’s interests in a variety o f
ways, which may entail nego tiating  and executing  consents, ag reements and o ther arrangements, and o therwise influencing  the
management o f the issuer. NAM does no t consider such activities proxy vo ting  fo r purposes o f Rule 206(4 )-6 under the Investment
Advisers Act o f 1940, as amended (the “Advisers Act”), but nevertheless provides reports to  the Fund’s Board o f Trustees on its
contro l activities on a quarterly basis.

In the rare  event that an issuer were to  issue a proxy o r that the Fund were to  receive a proxy issued by a cash management
security, NAM would either engage an independent third party to  determine how the proxy should be vo ted o r vo te  the proxy with the
consent, o r based on the instructions, o f the Fund’s Board o f Trustees o r its representative. A member o f NAM’s legal department
would oversee the administration o f the vo ting  and ensure that reco rds maintained in acco rdance with Rule 206(4 )-6 o f the Advisers
Act were filed with the Securities and Exchange Commission on Form N-PX, provided to  the Fund’s Board o f Trustees and made
available  to  shareho lders as required by applicable  rules.

In the event o f a conflic t o f interest that might arise  when vo ting  proxies fo r the Fund, NAM will defer to  the recommendation o f
an independent third party engaged to  determine how the proxy should be vo ted, o r, alternatively, members o f NAM’s legal and
compliance departments, in consultation with the Board o f Trustees, will examine the conflic t o f interest and seek to  reso lve such
conflic t in the best interest o f the Fund. If a member o f NAM’s legal o r compliance department o r the Board o f Trustees has a personal
conflic t o f interest, that member will refrain from partic ipating  in the consultation.

Info rmation regarding  how the Fund vo ted proxies relating  to  po rtfo lio  securities during  the most recent twelve-month period
ended June 30 will be available  without charge by calling  (800) 257-8787 o r by accessing  the Securities and Exchange Commission’s
website  at http://www.sec.gov.
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PORTFOLIO TRANSACTIONS AND BROKERAGE

Subject to  the supervision o f the Board o f Trustees, NAM is responsible  fo r decisions to  purchase and sell securities fo r the
Fund, the nego tiation o f the prices to  be paid and the allocation o f transactions among  various dealer firms. Transactions on stock
exchanges invo lve the payment by the Fund o f brokerage commissions. There generally is no  stated commission in the case o f
securities traded in the OTC market but the price paid by the Fund usually includes an undisclosed dealer commission o r mark-up.
Transactions in the OTC market can also  be placed with broker-dealers who  act as agents and charge brokerage commissions fo r
effecting  OTC transactions. The Fund may place its OTC transactions either directly with principal market makers, o r with broker-
dealers if that is consistent with NAM’s obligation to  obtain best qualitative execution. In certain instances, the Fund may make
purchases o f underwritten issues at prices that include underwriting  fees.

Portfo lio  securities may be purchased directly from an underwriter o r in the OTC market from the principal dealers in such
securities, unless it appears that a better price o r execution may be obtained through o ther means. Po rtfo lio  securities will no t be
purchased from Nuveen o r its affiliates o r affiliates o f NAM except in compliance with the 1940 Act.

It is NAM’s po licy to  seek the best execution under the circumstances o f each trade. NAM will evaluate  price as the primary
consideration, with the financial condition, reputation and responsiveness o f the dealer considered secondary in determining  best
execution. Given the best execution obtainable , it will be NAM’s practice  to  select dealers that, in addition, furnish research info rmation
(primarily credit analyses o f issuers and general economic reports) and statistical and o ther services to  NAM. It is no t possible  to
place a do llar value on info rmation and statistical and o ther services received from dealers. Since it is only supplementary to  NAM’s
own research effo rts, the receipt o f research info rmation is no t expected to  reduce significantly NAM’s expenses. While  NAM will be
primarily responsible  fo r the placement o f the business o f the Fund, NAM’s po licies and practices in this regard must be consistent with
the fo rego ing  and will, at all times, be subject to  review by the Board o f Trustees o f the Fund.

NAM may manage o ther investment accounts and investment companies fo r o ther c lients that may invest in the same types o f
securities as the Fund and that may have investment objectives similar to  those o f the Fund. NAM seeks to  allocate  po rtfo lio
transactions equitably whenever concurrent decisions are  made to  purchase o r sell assets o r securities by the Fund and ano ther adviso ry
account. If an aggregated o rder canno t be filled completely, allocations will generally be made on a pro  rata basis. An o rder may no t
be allocated on a pro  rata basis where, fo r example (i) consideration is g iven to  po rtfo lio  managers who  have been instrumental in
developing  o r nego tiating  a particular investment; (ii) consideration is g iven to  an account with specialized investment po lic ies that
co incide with the particulars o f a specific  investment; (iii) pro  rata allocation would result in odd-lo t o r de minimis amounts being
allocated to  a po rtfo lio  o r o ther c lient; o r (iv) where NAM reasonably determines that departure  from a pro  rata allocation is advisable .
There may also  be instances where the Fund will no t partic ipate  at all in a transaction that is allocated among  o ther accounts. While  these
allocation procedures could have a detrimental effect on the price o r amount o f the securities available  to  the Fund from time to  time,
it is the opinion o f the Board o f Trustees that the benefits available  from NAM’s management outweigh any disadvantage that may
arise  from NAM’s larger management activities and its need to  allocate  securities.

The fo llowing  table  sets fo rth the aggregate  amount o f brokerage commissions paid by the Fund fo r the last three fiscal years:
 
Fiscal Year Ended September 30   

2007  2008  2009
$—  $—  $—

Substantially all o f the Fund’s trades are  effected on a principal basis.
 

35



DESCRIPTION OF SHARES

COMMON SHARES
For a description o f the Fund’s Common Shares, see “Description o f Outstanding  Shares—Common Shares” in the Fund’s

Prospectus.

MUNIPREFERRED SHARES
For a description o f the Fund’s MuniPreferred Shares, see “Description o f Outstanding  Shares—MuniPreferred Shares” in the

Fund’s Prospectus.

MTP SHARES
For a description o f the Fund’s MTP Shares, see “Description o f MTP Shares” in the Fund’s Prospectus.

REPURCHASE OF FUND SHARES; CONVERSION TO OPEN- END FUND

The Fund is a c losed-end investment company and as such its shareho lders will no t have the right to  cause the Fund to  redeem
their shares. Instead, the Fund’s shares will trade in the open market at a price that will be a function o f several facto rs, including
dividend levels (which are  in turn affected by expenses), net asset value, dividend stability, re lative demand fo r and supply o f such
shares in the market, general market and economic conditions and o ther facto rs. Because shares o f a c losed-end investment company
may frequently trade at prices lower than net asset value, the Fund’s Board o f Trustees has currently determined that, at least annually, it
will consider action that might be taken to  reduce o r e liminate  any material discount from net asset value in respect o f the Fund’s
shares, which may include the repurchase o f such shares in the open market o r in private  transactions, the making  o f a tender o ffer fo r
such shares at net asset value, o r submitting  the conversion o f the Fund to  an open-end investment company fo r a vo te  by
shareho lders. There can be no  assurance, however, that the Board o f Trustees will decide to  take any o f these actions, o r that share
repurchases o r tender o ffers, if undertaken, will reduce market discount.

The staff o f the Securities and Exchange Commission currently requires that any tender o ffer made by a closed-end investment
company fo r its shares must be at a price equal to  the net asset value o f such shares on the close o f business on the last day o f the
tender o ffer. Any service fees incurred in connection with any tender o ffer made by the Fund will be bo rne by the Fund and will no t
reduce the stated consideration to  be paid to  tendering  shareho lders.

Subject to  its investment limitations, the Fund may bo rrow to  finance the repurchase o f shares o r to  make a tender o ffer. Interest
on any bo rrowings to  finance share repurchase transactions o r the accumulation o f cash by the Fund in antic ipation o f share repurchases
o r tenders will reduce the Fund’s net income. Any share repurchase, tender o ffer o r bo rrowing  that might be approved by the Board o f
Trustees would have to  comply with the Securities Exchange Act o f 1934 , as amended, and the 1940 Act and the rules and regulations
thereunder.

Although the decision to  take action in response to  a discount from net asset value will be made by the Board o f Trustees at the
time it considers such issue, it is the Board’s present po licy, which may be changed by the Board, no t to  autho rize repurchases o f Fund
shares o r a tender o ffer fo r such shares if (1) such transactions, if consummated, would (a) result in the delisting  o f the common shares
and MTP Shares from the NYSE Amex, the New York Stock Exchange o r e lsewhere, as applicable , o r (b) impair the Fund’s status as a
regulated investment company under the Code (which would make the Fund a taxable  entity, causing  the Fund’s income to  be taxed at
the co rporate  level in addition to  the taxation o f shareho lders who  receive dividends from the Fund) o r as a reg istered closed-end
investment company under the 1940 Act; (2) the Fund would no t be able  to  liquidate  po rtfo lio  securities in an o rderly manner and
consistent with the Fund’s investment objectives and po licies in
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order to  repurchase shares; o r (3) there  is, in the Board’s judgment, any (a) material legal action o r proceeding  instituted o r threatened
challeng ing  such transactions o r o therwise materially adversely affecting  the Fund, (b) general suspension o f o r limitation on prices fo r
trading  securities on the New York Stock Exchange, the NYSE Amex o r e lsewhere, (c) declaration o f a banking  morato rium by Federal
o r state  autho rities o r any suspension o f payment by United States o r state  banks in which the Fund invests, (d) material limitation
affecting  the Fund o r the issuers o f its po rtfo lio  securities by Federal o r state  autho rities on the extension o f credit by lending
institutions o r on the exchange o f non-U.S. currency, (e) commencement o f war, armed hostilities o r o ther international o r national
calamity directly o r indirectly invo lving  the United States, o r (f) o ther event o r condition that would have a material adverse effect
(including  any adverse tax effect) on the Fund o r its shareho lders if shares were repurchased. The Board o f Trustees o f the Fund may in
the future  modify these conditions in light o f experience.

The repurchase by the Fund o f its shares at prices below net asset value will result in an increase in the net asset value o f those
shares that remain outstanding . However, there  can be no  assurance that share repurchases o r tenders at o r below net asset value will
result in the Fund’s shares trading  at a price equal to  their net asset value. Nevertheless, the fact that the Fund’s shares may be the
subject o f repurchase o r tender o ffers at net asset value from time to  time, o r that the Fund may be converted to  an open-end
investment company, may reduce any spread between market price and net asset value that might o therwise exist.

In addition, a purchase by the Fund o f its shares will decrease the Fund’s to tal assets, which would likely have the effect o f
increasing  the Fund’s expense ratio .

Conversion to  an open-end company would require  the approval o f the ho lders o f at least two-thirds o f the Fund’s common and
Preferred Stock, vo ting  as a sing le  class and approval o f the ho lders o f at least two-thirds o f the Fund’s Preferred Stock, vo ting
together as a sing le  class unless the conversion has been approved by the requisite  vo te  o f the trustees, in which case a majo rity vo te
o f the requisite  ho lders would be required. See the Fund’s Prospectus under “Certain Provisions in the Declaration o f Trust and By-
Laws” fo r a discussion o f vo ting  requirements applicable  to  conversion o f the Fund to  an open-end investment company. If the Fund
converted to  an open-end investment company, the Fund’s common shares would no  longer be listed on the New York Stock
Exchange o r e lsewhere and the Fund’s Preferred Stock, including  MTP Shares, would no  longer be outstanding . In contrast to  a c losed-
end investment company, shareho lders o f an open-end investment company may require  the company to  redeem their shares on any
business day (except in certain circumstances as autho rized by o r under the 1940 Act o r rules thereunder) at their net asset value, less
such redemption charge, if any, as might be in effect at the time o f redemption. In o rder to  avo id maintaining  large cash positions o r
liquidating  favorable  investments to  meet redemptions, open-end investment companies typically engage in a continuous o ffering  o f
their shares. Open-end investment companies are  thus subject to  periodic  asset in-flows and out-flows that can complicate  po rtfo lio
management. The Board o f Trustees o f the Fund may at any time propose conversion o f the Fund to  an open-end investment company
depending  upon their judgment as to  the advisability o f such action in light o f c ircumstances then prevailing .

Befo re deciding  whether to  take any action if the Fund’s shares trade below net asset value, the Board o f Trustees would consider
all re levant facto rs, including  the extent and duration o f the discount, the liquidity o f the Fund’s po rtfo lio , the impact o f any action that
might be taken on the Fund o r its shareho lders, and market considerations. Based on these considerations, even if the Fund’s shares
should trade at a discount, the Board o f Trustees may determine that, in the interest o f the Fund and its shareho lders, no  action should
be taken.

TAX MATTERS

The fo llowing  discussion o f U.S. federal income tax matters is based on the opinion o f K&L Gates LLP, special counsel to  the
Fund (“Tax Counsel”). Tax Counsel’s opinions are  based on the current provisions and interpretations o f the Internal Revenue Code o f
1986, as amended (the “Code”) and the accompanying  Treasury regulations and on current judicial and administrative rulings. All o f
these autho rities are  subject to  change and any change can apply retroactively.
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The fo llowing  is intended to  be a general summary o f the material U.S. federal income tax consequences o f investing  in MTP
Shares. The discussion generally applies only to  ho lders o f MTP Shares who  are  U.S. ho lders. You will be a U.S. ho lder if you are  an
individual who  is a c itizen o r resident o f the United States, a U.S. domestic  co rporation, o r any o ther person that is subject to  U.S.
federal income tax on a net income basis in respect o f an investment in MTP Shares. This summary deals only with U.S. ho lders that
ho ld MTP Shares as capital assets. It does no t address considerations that may be relevant to  you if you are  an investo r that is subject
to  special tax rules, such as a financial institution, insurance company, regulated investment company, real estate  investment trust,
investo r in pass-through entities, U.S. ho lder o f MTP Shares whose “functional currency” is no t the United States do llar, tax-exempt
o rganization, dealer in securities o r currencies, trader in securities o r commodities that e lects mark to  market treatment, person who
ho lds MTP Shares in a qualified tax-deferred account such as an IRA, o r person that will ho ld MTP Shares as a position in a “straddle ,”
“hedge” o r as part o f a “constructive sale” fo r federal income tax purposes. It is no t intended to  be a complete  discussion o f all such
federal income tax consequences, no r does it purport to  deal with all categories o f investo rs. This discussion reflects applicable  tax
laws o f the United States as o f the date  o f this Statement o f Additional Info rmation, which tax laws may change o r be subject to  new
interpretation by the courts o r the Internal Revenue Service, possibly with retroactive effect. INVESTORS ARE THEREFORE
ADVISED TO CONSULT WITH THEIR OWN TAX ADVISORS BEFORE MAKING AN INVESTMENT IN THE FUND.

The Fund intends to  elect to  be treated, and to  qualify each year, as a regulated investment company, under Subchapter M o f the
Code, and to  satisfy conditions which enable  dividends on Common Shares and MTP Shares which are  attributable  to  interest on
municipal securities to  be exempt from federal income tax in the hands o f owners o f such stock, subject to  the possible  application o f
the federal alternative minimum tax.

In o rder fo r any distributions to  ho lders o f MTP Shares to  be elig ible  to  be treated as exempt-interest dividends, MTP Shares
must be treated as stock fo r federal income tax purposes. Under present law, Tax Counsel is o f the opinion that MTP Shares o f the
Fund will constitute  equity o f the Fund, and thus distributions with respect to  MTP Shares (o ther than distributions in redemption o f MTP
Shares subject to  Section 302(b) o f the Code) will generally constitute  dividends to  the extent o f the Fund’s current o r accumulated
earnings and pro fits, as calculated fo r federal income tax purposes. Because the treatment o f a co rporate  security as debt o r equity is
determined on the basis o f the facts and circumstances o f each case, and no  contro lling  precedent exists fo r the MTP Shares, there
can be no  assurance that the IRS will no t question the Fund’s treatment o f MTP Shares as equity. If the IRS were to  succeed in such a
challenge, ho lders o f MTP Shares could be characterized as receiving  taxable  interest income rather than exempt-interest o r o ther
dividends, possibly requiring  them to  file  amended income tax returns and retroactively to  recognize additional amounts o f o rdinary
income o r to  pay additional tax, interest, and penalties.

To  qualify fo r the favorable  federal income tax treatment generally acco rded to  regulated investment companies, the Fund must,
among  o ther things, (a) derive in each taxable  year at least 90% of its g ross income from dividends, interest, payments with respect to
securities loans and gains from the sale  o r o ther disposition o f stock, securities o r non-U.S. currencies, o r o ther income derived with
respect to  its business o f investing  in such stock, securities o r currencies, o r net income derived from interests in “qualified publicly
traded partnerships,” as defined in the Code; (b) diversify its ho ldings so  that, at the end o f each quarter o f each taxable  year, (i) at
least 50% of the value o f the Fund’s assets is represented by cash and cash items (including  receivables), U.S. government securities,
the securities o f o ther regulated investment companies and o ther securities, with such o ther securities o f any one issuer limited fo r the
purposes o f this calculation to  an amount no t g reater than 5% of the value o f the Fund’s to tal assets and no t g reater than 10% of the
outstanding  vo ting  securities o f such issuer, and (ii) no t more than 25% of the value o f its to tal assets is invested in the securities (o ther
than U.S. government securities o r the securities o f o ther regulated investment companies) o f a sing le  issuer, o r two  o r more issuers
that the Fund contro ls and are  engaged in the same, similar o r re lated trades o r businesses, o r the securities o f one o r more qualified
publicly traded partnerships; and (c) distribute  each year an amount equal to  o r g reater than the sum o f 90% of its investment company
taxable  income (as that term is defined in the Code, but without regard to  the deduction fo r dividends paid) and 90% of its net tax-
exempt interest.
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As a regulated investment company, the Fund generally will no t be subject to  federal income tax on its investment company
taxable  income and net capital gain (the excess o f net long-term capital gain over net sho rt-term capital lo ss), if any, that it distributes
to  shareho lders. The Fund may retain fo r investment its net capital gain. However, if the Fund retains any net capital gain o r any
investment company taxable  income, it will be subject to  tax at regular co rporate  rates on the amount retained. If the Fund retains any
net capital gain, it may designate  the retained amount as undistributed capital gains in a no tice to  its shareho lders who , if subject to
federal income tax on long-term capital gains, (i) will be required to  include in income fo r federal income tax purposes, as long-term
capital gain, their share o f such undistributed amount, and (ii) will be entitled to  credit their proportionate  shares o f the tax paid by the
Fund on such undistributed amount against their federal income tax liabilities, if any, and to  claim refunds to  the extent the credit
exceeds such liabilities. Fo r federal income tax purposes, the tax basis o f shares owned by a shareho lder o f the Fund will be increased
by an amount equal to  the difference between the amount o f undistributed capital gains included in the shareho lder’s g ross income and
the tax deemed paid by the shareho lder under c lause (ii) o f the preceding  sentence. The Fund intends to  distribute  to  its shareho lders, at
least annually, substantially all o f its investment company taxable  income and the net capital gain no t o therwise retained by the Fund.

Amounts no t distributed on a timely basis in acco rdance with a calendar year distribution requirement are  subject to  a
nondeductible  4% excise  tax. To  prevent imposition o f the excise  tax, the Fund must distribute  during  each calendar year an amount at
least equal to  the sum o f (1) 98% of its o rdinary taxable  income (no t taking  into  account any capital gains o r lo sses) fo r the calendar
year, (2) 98% of its capital gains in excess o f its capital lo sses (adjusted fo r certain o rdinary lo sses) fo r the one-year period ending
November 30 o f the calendar year, and (3) any o rdinary taxable  income and capital gains fo r previous years that were no t distributed
during  those years and on which the Fund paid no  federal income tax. To  prevent application o f the excise  tax, the Fund intends to  make
its distributions in acco rdance with the calendar year distribution requirement.

If at any time when the Fund’s MTP Shares are  outstanding  the Fund fails to  meet the Asset Coverage, the Fund will be required to
suspend distributions to  ho lders o f its Common Shares until such asset coverage is resto red. See “Description o f MTP Shares—
Restric tions on Dividend, Redemption and Other Payments” in the Prospectus. This may prevent the Fund from distributing  at least 90%
of its investment company taxable  income (as that term is defined in the Code determined without regard to  the deduction fo r
dividends paid) and net tax-exempt income, and may therefo re jeopardize the Fund’s qualification fo r taxation as a regulated
investment company o r cause the Fund to  incur a tax liability o r a non-deductible  4% excise  tax on the undistributed taxable  income
(including  gain), o r bo th. Upon failure  to  meet the MTP Asset Coverage, the Fund will be required to  redeem MTP Shares in o rder to
maintain o r resto re  such asset coverage and avo id the adverse consequences to  the Fund and its shareho lders o f failing  to  qualify as a
regulated investment company. There can be no  assurance, however, that any such redemption would achieve such objectives.

If the Fund failed to  qualify as a regulated investment company o r failed to  satisfy the 90% distribution requirement in any taxable
year, the Fund would be taxed in the same manner as an o rdinary co rporation on its taxable  income (even if such income were
distributed to  its shareho lders) and distributions to  shareho lders would no t be deductible  by the Fund in computing  its taxable  income.
Additionally, all distributions out o f earnings and pro fits would be taxed to  shareho lders as o rdinary dividend income. Such distributions
generally would be elig ible  (i) to  be treated as “qualified dividend income,” as discussed below in the case o f noncorporate
shareho lders and (ii) fo r the dividends received deduction under Section 243 o f the Code (the “Dividends Received Deduction”) in the
case o f co rporate  shareho lders.

The Fund intends to  qualify to  pay “exempt-interest” dividends, as defined in the Code, on its Common Shares and MTP Shares
by satisfying  the requirement that, at the close o f each quarter o f its taxable  year, at least 50% of the value o f its to tal assets consist o f
tax-exempt municipal bonds. Exempt-interest dividends are  dividends o r any part thereo f (o ther than a capital gain dividend) paid by the
Fund which are  attributable  to  interest on municipal bonds and are  so  designated by the Fund. Exempt-interest dividends will be exempt
from federal income tax, subject to  the possible  application o f the federal alternative minimum tax.
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A ho lder o f MTP Shares will be required to  report the dividends declared by the Fund fo r each day on which such ho lder is the
shareho lder o f reco rd. The Fund intends to  no tify ho lders o f MTP Shares in advance if it will allocate  to  them income that is no t exempt
from regular federal income tax. In certain circumstances, the Fund will make payments to  ho lders o f MTP Shares to  o ffset the tax
effects o f the taxable  distribution.

A portion o f the Fund’s expenditures that would o therwise be deductible  may no t be allowed as deductions by reason o f the
Fund’s investment in municipal securities (with such disallowed po rtion, in general, being  the same percentage o f the Fund’s aggregate
expenses as the percentage o f the Fund’s aggregate  income (o ther than capital gain income) that constitutes exempt-interest income
from municipal securities). A similar disallowance rule  also  applies to  interest expense paid o r incurred by the Fund, if any. Such
disallowed deductions, if any, will reduce the amount that the Fund can designate  as exempt-interest dividends by the disallowed
amount. As a result, income distributions by the Fund in excess o f the amount o f the Fund’s exempt-interest dividends may be taxable
as o rdinary income.

The Fund’s investment in zero  coupon bonds will cause it to  realize  income prio r to  the receipt o f cash payments with respect to
these bonds. Such income will be accrued daily by the Fund and, in o rder to  avo id a tax payable  by the Fund, the Fund may be required
to  liquidate  securities that it might o therwise continue to  ho ld in o rder to  generate  cash so  that the Fund may make required distributions
to  its shareho lders.

Distributions to  shareho lders o f o rdinary income o ther than tax-exempt interest (including  net investment income received by the
Fund from taxable  temporary investments, if any, certain income from financial futures and options transactions and market discount
realized by the Fund on the sale  o f municipal securities) and o f net sho rt-term capital gains realized by the Fund, if any, will be taxable  to
its shareho lders as o rdinary income. Distributions by the Fund o f net capital gain (i.e., the excess o f net long-term capital gain over net
sho rt-term capital lo ss), if any, are  taxable  as long-term capital gain, regardless o f the leng th o f time the shareho lder has owned the
shares with respect to  which such distributions are  made. The amount o f taxable  income allocable  to  the Fund’s shares will depend upon
the amount o f such income realized by the Fund, but is no t generally expected to  be significant. Distributions, if any, in excess o f the
Fund’s earnings and pro fits will first reduce the adjusted tax basis o f a shareho lder’s shares and, after that basis has been reduced to
zero , will constitute  capital gain to  the shareho lder (assuming  the shares are  held as a capital asset). Fo r taxable  years beg inning  befo re
January 1, 2011, “qualified dividend income” received by noncorporate  shareho lders is taxed at rates equivalent to  long-term capital
gain tax rates, which reach a maximum of 15%. Qualified dividend income generally includes dividends from domestic  co rporations
and dividends from non-U.S. co rporations that meet certain specified criteria. Fo r taxable  years beg inning  on o r after January 1, 2011,
qualified dividend income will no  longer be taxed at the rates applicable  to  long-term capital gains, and the maximum individual tax rate
on long-term capital gains will increase to  20%, unless Congress enacts leg islation providing  o therwise. As long  as the Fund qualifies as
a regulated investment company under the Code, it is no t expected that any part o f its distributions to  shareho lders from its
investments will qualify fo r the Dividends Received Deduction available  to  co rporate  shareho lders o r as qualified dividend income in
the case o f noncorporate  shareho lders.

The Internal Revenue Service (the “IRS”) indicates that the Fund is required to  designate  distributions paid with respect to  its
Common Shares and its MTP Shares as consisting  o f a po rtion o f each type o f income distributed by the Fund. The po rtion o f each
type o f income deemed received by the ho lders o f each class o f shares will be equal to  the po rtion o f to tal Fund dividends received by
such class. Thus, the Fund will designate  dividends paid as exempt-interest dividends in a manner that allocates such dividends between
the ho lders o f the Common Shares and the MTP Shares in proportion to  the to tal dividends paid to  each such class during  o r with
respect to  the taxable  year, o r o therwise as required by applicable  law. Capital gain dividends and o rdinary income dividends will
similarly be allocated between the two  classes. In certain circumstances, the Fund will make payments to  ho lders o f MPT Shares to
o ffset the tax effects o f a taxable  distribution.

The Code provides that interest on indebtedness incurred o r continued to  purchase o r carry the Fund’s shares to  which exempt-
interest dividends are  allocated is no t deductible . Under rules used by the IRS fo r
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determining  when bo rrowed funds are  considered used fo r the purpose o f purchasing  o r carrying  particular assets, the purchase o r
ownership o f shares may be considered to  have been made with bo rrowed funds even though such funds are  no t directly used fo r the
purchase o r ownership o f such shares.

The interest on private  activity bonds in most instances is no t federally tax-exempt to  a person who  is a “substantial user” o f a
facility financed by such bonds o r a “related person” o f such “substantial user.” As a result, the Fund may no t be an appropriate
investment fo r a shareho lder who  is considered either a “substantial user” o r a “related person” within the meaning  o f the Code. In
general, a “substantial user” o f a facility includes a “nonexempt person who  regularly uses a part o f such facility in his trade o r
business.” “Related persons” are  in general defined to  include persons among  whom there exists a re lationship, e ither by family o r
business, which would result in a disallowance o f lo sses in transactions among  them under various provisions o f the Code (o r if they are
members o f the same contro lled g roup o f co rporations under the Code), including  a partnership and each o f its partners (and certain
members o f their families), an S co rporation and each o f its shareho lders (and certain members o f their families) and various
combinations o f these and o ther relationships. The fo rego ing  is no t a complete  description o f all o f the provisions o f the Code
covering  the definitions o f “substantial user” and “related person.”

Although dividends generally will be treated as distributed when paid, dividends declared in October, November o r December,
payable  to  shareho lders o f reco rd on a specified date  in one o f those months and paid during  the fo llowing  January, will be treated as
having  been distributed by the Fund (and received by the shareho lders) on December 31 o f the year declared.

Certain o f the Fund’s investment practices are  subject to  special provisions o f the Code that, among  o ther things, may disallow,
limit o r defer the use o f certain deductions o r lo sses o f the Fund, affect the ho lding  period o f securities held by the Fund and alter the
character o f the gains o r lo sses realized by the Fund. These provisions may also  require  the Fund to  recognize income o r gain without
receiving  cash with which to  make distributions in the amounts necessary to  satisfy the requirements fo r maintaining  regulated
investment company status and fo r avo iding  income and excise  taxes. The Fund will monito r its transactions and may make certain tax
elections in o rder to  mitigate  the effect o f these rules and prevent disqualification o f the Fund as a regulated investment company.

Gain o r lo ss on the sale  o r o ther disposition o f MTP Shares, if any (o ther than redemptions, the rules fo r which are  described
below) will generally be treated as capital gain o r lo ss, except that a po rtion o f the amount received on the disposition o f MTP Shares
may be characterized as an accumulated but unpaid dividend subject to  the rules described above. Gain o r lo ss will generally be treated
as long-term if the MPT Shares have been held fo r more than one year and o therwise will be treated as sho rt-term. Present law taxes
bo th long-term and sho rt-term capital gains o f co rporations at the rates applicable  to  o rdinary income. Fo r non-co rporate  taxpayers,
however, under current law short-term capital gains and o rdinary income will be taxed at a maximum rate  o f 35% while  long-term capital
gains generally will be taxed at a maximum rate  o f 15%, subject to  the leg islation phase-out discussed above. However, because o f
the limitations on itemized deductions and the deduction fo r personal exemptions applicable  to  higher income taxpayers, the effective
rate  o f tax may be higher in certain circumstances. Losses realized by a shareho lder on the sale  o r exchange o f shares o f the Fund held
fo r six months o r less are  disallowed to  the extent o f any distribution o f exempt-interest dividends received with respect to  such
shares, and, if no t disallowed, such lo sses are  treated as long-term capital lo sses to  the extent o f any distribution o f long-term capital
gain received (o r amounts designated as undistributed capital gains) with respect to  such shares. Any loss realized on a sale  o r
exchange o f shares o f the Fund will be disallowed to  the extent those shares o f the Fund are  replaced by o ther substantially identical
shares within a period o f 61 days beg inning  30 days befo re and ending  30 days after the date  o f disposition o f the o rig inal shares. In
that event, the basis o f the replacement shares o f the Fund will be adjusted to  reflect the disallowed loss.

The Fund may, at its option, redeem MTP Shares in who le o r in part, and is required to  redeem MTP Shares to  the extent required
to  maintain the Effective Leverage Ratio  and the MTP Asset Coverage. Gain o r lo ss, if any,
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resulting  from a redemption will generally be taxed as gain o r lo ss from the sale  o r exchange under Section 302 o f the Code rather than
as a dividend, but only if the redemption distribution (a) is deemed no t to  be essentially equivalent to  a dividend, (b) is in complete
redemption o f a ho lder’s interest in the Fund, (c) is substantially disproportionate  with respect to  the owner, o r (d) with respect to  non-
co rporate  ho lders, is in partial liquidation o f the Fund. Fo r purposes o f (a), (b) and (c) above, a ho lder’s ownership o f the Common
Shares will be taken into  account. As in the case o f a sale  o r exchange, a po rtion o f the amount received on the redemption o f MTP
Shares may be characterized as an accumulated but unpaid dividend subject to  the rules discussed above.

Federal income tax law imposes an alternative minimum tax with respect to  co rporations, individuals, trusts and estates. Interest
on certain municipal bonds is included as an item o f tax preference in determining  the amount o f a taxpayer’s alternative minimum
taxable  income. To  the extent that the Fund received income from municipal securities subject to  the federal alternative minimum tax, a
po rtion o f the dividends paid by the Fund, although o therwise exempt from federal income tax, would be taxable  to  its shareho lders to
the extent that their tax liability is determined under the federal alternative minimum tax. The Fund will annually provide a report
indicating  the percentage o f the Fund’s income attributable  to  municipal securities subject to  the federal alternative minimum tax. In
addition, fo r certain co rporations, federal alternative minimum taxable  income is increased by 75% of the difference between an
alternative measure o f income (“adjusted current earnings”) and the amount o therwise determined to  be the alternative minimum
taxable  income. Interest on all municipal securities, and therefo re a distribution by the Fund that would o therwise be tax-exempt, is
included in calculating  a co rporation’s adjusted current earnings. Certain small co rporations are  no t subject to  the federal alternative
minimum tax. The American Recovery and Reinvestment Act o f 2009 provides an exemption from the federal alternative minimum tax
applicable  to  individuals fo r interest on private  activity bonds and, fo r purposes o f calculating  a co rporate  taxpayer’s adjusted current
earnings, an exemption fo r interest on all tax-exempt bonds, with bo th exemptions limited to  bonds that are  issued after December 31,
2008 and befo re January 1, 2011, including  refunding  bonds issued during  that period to  refund bonds o rig inally issued after December
31, 2003 and befo re January 1, 2009.

Tax-exempt income, including  exempt-interest dividends paid by the Fund, is taken into  account in calculating  the amount o f
social security and railroad retirement benefits that may be subject to  federal income tax.

The Fund may be required to  withho ld federal income tax from all taxable  distributions and redemption proceeds payable  to
shareho lders who  fail to  provide the Fund with their co rrect taxpayer identification number o r to  make required certifications, o r who
have been no tified by the IRS that they are  subject to  backup withho lding . The backup withho lding  percentage is 28% fo r amounts paid
through 2010, after which time the rate  will increase to  31% absent leg islative change. Corporate  shareho lders and certain o ther
shareho lders specified in the Code generally are  exempt from such backup withho lding . This withho lding  is no t an additional tax. Any
amounts withheld may be credited against the shareho lder’s federal income tax liability, provided the required info rmation is furnished
to  the IRS.

New York Tax Matters

The fo llowing  is based upon the advice o f K&L Gates LLP, special counsel to  the Fund.

The fo llowing  is a general, abbreviated summary o f certain provisions o f the applicable  New York tax law as presently in effect as
it directly governs the taxation o f New York resident individual, co rporate , and unincorporated business shareho lders o f the Fund. This
summary does no t address the taxation o f o ther shareho lders no r does it discuss any local taxes, o ther than New York City taxes, that
may be applicable . These provisions are  subject to  change by leg islative o r administrative action, and any such change may be
retroactive with respect to  Fund transactions.

The fo llowing  is based on the assumptions that the Fund will qualify under Subchapter M o f the Code as a regulated investment
company, that the Fund will satisfy all the conditions which will cause the Fund’s
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distributions to  qualify as exempt-interest dividends to  shareho lders fo r federal and New York purposes, and that the Fund will make
such distributions o f income and gains as are  necessary to  qualify to  be taxed as a regulated investment company fo r federal income
tax purposes.

The Fund will be subject to  the New York Business Corporation Franchise Tax and the New York City General Corporation Tax
only if it has a suffic ient nexus with New York State  o r New York City. If it is subject to  such taxes, it does no t expect to  pay a material
amount o f e ither tax.

Distributions paid by the Fund will no t be subject to  the New York State  personal income tax o r the New York City personal
income o r uninco rporated business taxes if the distributions are  attributable  to  income earned by the Fund as interest from obligations
o f the State  o f New York and its po litical subdivisions, o r from obligations o r securities o f the United States, its territo ries and
possessions, and any autho rity, commission o r instrumentality o f the United States to  the extent interest on such obligations is exempt
from state  taxation under federal law. Distributions excluded from g ross income fo r federal income tax purposes that are  derived from
interest on state  and municipal securities o ther than New York issuers are  generally subject to  taxes in New York State  and New York
City. Additionally, o ther distributions from the Fund, including  distributions derived from taxable  o rdinary income and sho rt-term gain,
are  generally no t exempt from New York State  and New York City personal income taxes. Distributions to  a co rporate  shareho lder will
be subject to  New York State  co rporate  franchise tax and New York City general co rporation tax.

Gain from the sale , exchange, o r o ther disposition o f shares will generally be subject to  the New York State  personal income and
business co rporation franchise taxes and the New York City personal income, uninco rporated business, and general co rporate  taxes.
Shares will no t be subject to  property taxes imposed by New York State  o r New York City. Interest on indebtedness incurred to
purchase o r carry shares generally is no t deductible  fo r New York State  o r New York City personal income tax purposes. Shares o f the
Fund may be subject to  New York estate  tax if owned by a New York decedent at the time o f death.

To  the extent an investo r is subject to  state  and local taxes outside o f New York, distributions and dividends earned by an
investment in the Fund and gain from the sale  o f shares in the Fund may represent taxable  income.

Shareho lders are  advised to  consult their own tax adviso rs fo r more detailed info rmation concerning  New York State  and local tax
matters.

EXPERTS

The audited financial statements o f the Fund appearing  in the Fund’s Annual Report dated September 30, 2009 are  inco rporated by
reference into  this Statement o f Additional Info rmation and have been audited by Ernst & Young  LLP, an independent reg istered public
accounting  firm, as set fo rth in their report thereon appearing  elsewhere herein, and are  included in reliance upon such report g iven upon
the autho rity o f such firm as experts in accounting  and auditing . Ernst & Young  LLP provides auditing  services to  the Fund. The principal
business address o f Ernst & Young  LLP is 233 South Wacker Drive, Suite  1700, Chicago , Illino is 60606.

CUSTODIAN, TRANSFER AGENT, DIVIDEND DISBURSING AGENT AND REDEMPTION AND PAYING AGENT

The custodian o f the assets o f the Fund is State  Street Bank and Trust Company, One Federal Street, Boston, Massachusetts
02110. The custodian perfo rms custodial, fund accounting  and po rtfo lio  accounting  services. The redemption and dividend paying
agent fo r MTP Shares is State  Street Bank and Trust Company, 250 Royall Street, Canton, Massachusetts 02021. The Fund’s transfer,
shareho lder services and dividend paying  agent is also  State  Street Bank and Trust Company, 250 Royall Street, Canton,
Massachusetts 02021.
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ADDITIONAL INFORMATION

A Reg istration Statement on Form N-2, including  amendments thereto , re lating  to  the shares o f the Fund o ffered hereby, has been
filed by the Fund with the Securities and Exchange Commission, Washing ton, D.C. The Fund’s Prospectus and this Statement o f
Additional Info rmation do  no t contain all o f the info rmation set fo rth in the Reg istration Statement, including  any exhibits and schedules
thereto . Fo r further info rmation with respect to  the Fund and the shares o ffered hereby, reference is made to  the Fund’s Reg istration
Statement. Statements contained in the Fund’s Prospectus and this Statement o f Additional Info rmation as to  the contents o f any
contract o r o ther document referred to  are  no t necessarily complete  and in each instance reference is made to  the copy o f such
contract o r o ther document filed as an exhibit to  the Reg istration Statement, each such statement being  qualified in all respects by such
reference. Copies o f the Reg istration Statement may be inspected without charge at the Securities and Exchange Commission’s
principal o ffice  in Washing ton, D.C., and copies o f all o r any part thereo f may be obtained from the Securities and Exchange
Commission upon the payment o f certain fees prescribed by the Securities and Exchange Commission.

FINANCIAL STATEMENTS

The audited financial statements fo r the Fund’s most recent fiscal year appear in the Fund’s Annual Report, dated September 30,
2009. Such audited financial statements, which appear in the Fund’s Annual Report dated September 30, 2009 are  inco rporated herein by
reference into  this Statement o f Additional Info rmation. The annual report is available  without charge by calling  800-257-8787.
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APPENDIX A

NUVEEN NEW YORK DIVIDEND ADVANTAGE MUNICIPAL FUND
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NUVEEN NEW YORK DIVIDEND ADVANTAGE MUNICIPAL FUND

STATEMENT ESTABLISHING AND FIXING THE RIGHTS AND PREFERENCES
OF MUNIFUND TERM PREFERRED SHARES

Nuveen New York Dividend Advantage Municipal Fund (the “Fund”), a Massachusetts business trust, certifies that:

RECITALS

FIRST: The Fund is autho rized under Artic le  IV o f the Fund’s Declaration o f Trust, as amended (which, as hereafter restated o r
amended from time to  time, is herein called the “Declaration”), to  issue an unlimited number o f preferred shares, par value $.01 per
share.

SECOND: Pursuant to  the autho rity expressly vested in the Board o f Trustees o f the Fund by Artic le  IV o f the Declaration, the
Board o f Trustees has, by reso lution, autho rized the issuance o f Three Million Twenty-Five Thousand (3,025,000) preferred shares,
$.01 par value per share, such shares to  be classified as MuniFund Term Preferred Shares (“MuniFund Term Preferred”), and such
shares o f MuniFund Term Preferred to  be issued in one o r more series (each such series, a “Series”).

THIRD: The preferences, vo ting  powers, restric tions, limitations as to  dividends, qualifications, and terms and conditions o f
redemption, o f each Series o f MuniFund Term Preferred Shares are  set fo rth in this Statement, as modified, amended o r supplemented
in the Appendix (each an “Appendix” and co llectively the “Appendices”) to  this Statement specifically relating  to  such Series (each
such Series being  referred to  herein as a Series o f MuniFund Term Preferred Shares, and shares o f all such Series being  referred to
herein individually as a “MuniFund Term Preferred Share” and co llectively as the “MuniFund Term Preferred Shares”).

DEFINITIONS

1.1 Definitions. Unless the context o r use indicates ano ther o r different meaning  o r intent and except with respect to  any Series as
specifically provided in the Appendix applicable  to  such Series, each o f the fo llowing  terms when used in this Statement shall have the
meaning  ascribed to  it below, whether such term is used in the singular o r plural and regardless o f tense:

“1940 Act” means the Investment Company Act o f 1940, as amended, o r any successo r statute .

“1940 Act Asset Coverage” means “asset coverage,” as defined fo r purposes o f Section 18(h) o f the 1940 Act, o f at least
200% with respect to  all outstanding  senio r securities o f the Fund which are  shares o f stock fo r purposes o f the 1940 Act, including  all
outstanding  MuniFund Term Preferred Shares (o r such o ther asset coverage as may in the future  be specified in o r under the 1940 Act
o r by rule , regulation o r o rder o f United States Securities and Exchange Commission as the minimum asset coverage fo r senio r
securities which are  shares o f stock o f a c losed-end investment company).

“Additional Amount Payment” means a payment to  a Ho lder o f MuniFund Term Preferred Shares o f an amount which, when taken
together with the aggregate  amount o f Taxable  Allocations made to  such Ho lder to  which such Additional Amount Payment relates,
would cause such Ho lder’s dividends in do llars (after federal income tax consequences) from the aggregate  o f such Taxable
Allocations and the related Additional Amount Payment to  be equal to  the do llar amount o f the dividends that would have been received
by such Ho lder if the amount o f such aggregate  Taxable  Allocations would have been excludable  (fo r federal income tax purposes)
from the g ross income o f such Ho lder. Such Additional Amount Payment shall be calculated (i) without
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consideration being  g iven to  the time value o f money; (ii) assuming  that no  Ho lder o f MuniFund Term Preferred Shares is subject to
the federal alternative minimum tax with respect to  dividends received from the Fund; and (iii) assuming  that each Taxable  Allocation
and each Additional Amount Payment (except to  the extent such Additional Amount Payment is designated as an exempt-interest
dividend under Section 852(b)(5) o f the Code) would be taxable  in the hands o f each Ho lder o f MuniFund Term Preferred Shares at the
maximum marg inal regular federal individual income tax rate  applicable  to  o rdinary income o r net capital gains, as applicable , o r the
maximum marg inal regular federal co rporate  income tax rate  applicable  to  o rdinary income o r net capital gains, as applicable ,
whichever is g reater, in effect at the time such Additional Amount Payment is paid.

“Adviser” means Nuveen Asset Management, a Delaware co rporation, o r such o ther entity as shall be then serving  as the
investment adviser o f the Fund, and shall include, as appropriate , any sub-adviser duly appo inted by the Adviser.

“Appendices” and “Appendix” shall have the respective meanings as set fo rth in the Recitals o f this Statement.

“Asset Coverage” means “asset coverage” o f a c lass o f senio r security which is a stock, as defined fo r purposes o f
Section 18(h) o f the 1940 Act as in effect on the date  hereo f, determined on the basis o f values calculated as o f a time within 48 hours
(only including  Business Days) next preceding  the time o f such determination.

“Asset Coverage Cure Date” means, with respect to  the failure  by the Fund to  maintain Asset Coverage as o f the close o f
business on a Business Day (as required by Section 2.4 (a)), the date  that is thirty (30) calendar days fo llowing  such Business Day.

“Board o f Trustees” means the Board o f Trustees o f the Fund o r any duly autho rized committee thereo f as permitted by
applicable  law.

“Business Day” means any calendar day on which the New York Stock Exchange is open fo r trading .

“By-Laws” means the By-Laws o f the Fund as amended from time to  time.

“Code” means the Internal Revenue Code o f 1986, as amended.

“Common Shares” means the common shares o f beneficial interest, par value $.01 per share, o f the Fund.

“Custodian” means a bank, as defined in Section 2(a)(5) o f the 1940 Act, that has the qualifications prescribed in parag raph 1 o f
Section 26(a) o f the 1940 Act, o r such o ther entity as shall be providing  custodian services to  the Fund as permitted by the 1940 Act o r
any rule , regulation, o r o rder thereunder, and shall include, as appropriate , any similarly qualified sub-custodian duly appo inted by the
Custodian.

“Custodian Agreement” means, with respect to  any Series, the Custodian Agreement by and among  the Custodian and the Fund
with respect to  such Series.

“Date o f Orig inal Issue” means, with respect to  any Series, the date  specified as the Date o f Orig inal Issue fo r such Series in the
Appendix fo r such Series.

“Declaration” shall have the meaning  as set fo rth in the Recitals o f this Statement.

“Default” shall have the meaning  as set fo rth in Section 2.2(h)(i).

“Default Period” shall have the meaning  as set fo rth in Section 2.2(h)(i).
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“Default Rate” shall have the meaning  as set fo rth in Section 2.2(h)(i).

“Deposit Securities” means, as o f any date , any United States do llar-denominated security o r o ther investment o f a type
described below that e ither (i) is a demand obligation payable  to  the ho lder thereo f on any Business Day o r (ii) has a maturity date ,
mandato ry redemption date  o r mandato ry payment date , on its face o r at the option o f the ho lder, preceding  the relevant Redemption
Date, Dividend Payment Date o r o ther payment date  in respect o f which such security o r o ther investment has been deposited o r set
aside as a Deposit Security:

(1) cash o r any cash equivalent;

(2) any U.S. Government Obligation;

(3) any Municipal Obligation that has a credit rating  from at least one NRSRO that is the highest applicable  rating  generally
ascribed by such NRSRO to  Municipal Obligations with substantially similar terms as o f the date  o f this Statement (o r such rating ’s
future equivalent), including  (A) any such Municipal Obligation that has been pre-refunded by the issuer thereo f with the proceeds o f
such refunding  having  been irrevocably deposited in trust o r escrow fo r the repayment thereo f and (B) any such fixed o r variable  rate
Municipal Obligation that qualifies as an elig ible  security under Rule 2a-7 under the 1940 Act;

(4 ) any investment in any money market fund reg istered under the 1940 Act that qualifies under Rule 2a-7 under the 1940 Act, o r
similar investment vehicle  described in Rule 12d1-1(b)(2) under the 1940 Act, that invests principally in Municipal Obligations o r U.S.
Government Obligations o r any combination thereo f; o r

(5) any le tter o f credit from a bank o r o ther financial institution that has a credit rating  from at least one NRSRO that is the highest
applicable  rating  generally ascribed by such NRSRO to  bank deposits o r sho rt-term debt o f similar banks o r o ther financial institutions
as o f the date  o f this Statement (o r such rating ’s future  equivalent).

“Dividend Default” shall have the meaning  as set fo rth in Section 2.2(h)(i).

“Dividend Payment Date” means, with respect to  any Series, each o f the Dividend Payment Dates fo r such Series set fo rth in the
Appendix fo r such Series.

“Dividend Period” means, with respect to  any Series, the Dividend Period fo r such Series set fo rth in the Appendix fo r such
Series.

“Dividend Rate” means, with respect to  any Series and as o f any date , the Fixed Dividend Rate  fo r that Series as adjusted (if
applicable) on such date  in acco rdance with the provisions o f Section 2.2(c) and Section 2.2(h).

“Effective Leverage Ratio” shall have the meaning  as set fo rth in Section 2.4 (d).

“Effective Leverage Ratio  Cure Date” shall have the meaning  as set fo rth in Section 2.5(b)(ii)(A).

“Electronic  Means” means email transmission, facsimile  transmission o r o ther similar e lectronic  means o f communication
providing  evidence o f transmission (but excluding  online communications systems covered by a separate  ag reement) acceptable  to
the sending  party and the receiving  party, in any case if operative as between any two  parties, o r, if no t operative, by te lephone
(promptly confirmed by any o ther method set fo rth in this definition), which, in the case o f no tices to  the Redemption and Paying
Agent and the Custodian, shall be sent by such means to  each o f its representatives set fo rth in the Redemption and Paying  Agent
Agreement and the Custodian Agreement, respectively.

“Exchange Act” means the U.S. Securities Exchange Act o f 1934 , as amended.
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“Fitch” means Fitch Ratings, Inc. and any successo r o r successo rs thereto .

“Fixed Dividend Rate” means, with respect to  any Series, the rate  per annum specified as the Fixed Dividend Rate  fo r such Series
in the Appendix fo r such Series.

“Fund” shall have the meaning  as set fo rth in the Preamble to  this Statement.

“Holder” means, with respect to  the MuniFund Term Preferred Shares o f any Series o r any o ther security issued by the Fund, a
Person in whose name such security is reg istered in the reg istration books o f the Fund maintained by the Redemption and Paying  Agent
o r o therwise.

“Liquidation Preference” means, with respect to  any Series, the amount specified as the liquidation preference per share fo r that
Series in the Appendix fo r such Series.

“Liquidity Account Initial Date” means, with respect to  any Series, the date  designated as the Liquidity Account Initial Date  in the
Appendix fo r such Series.

“Liquidity Account Investments” means Deposit Securities o r any o ther security o r investment owned by the Fund that is rated no t
less than A3 by Moody’s, A- by Standard & Poor’s, A- by Fitch o r an equivalent rating  by any o ther NRSRO (o r any such rating ’s future
equivalent).

“Liquidity Requirement” shall have the meaning  as set fo rth in Section 2.11(b).

“Mandato ry Redemption Price” shall have the meaning  as set fo rth in Section 2.5(b)(i)(A).

“Market Value” o f any asset o f the Fund means, fo r securities fo r which market quo tations are  readily available , the market value
thereo f determined by an independent third-party pricing  service designated from time to  time by the Board o f Trustees. Market Value
of any asset shall include any interest accrued thereon. The pricing  service values po rtfo lio  securities at the mean between the quo ted
bid and asked price o r the yield equivalent when quo tations are  readily available . Securities fo r which quo tations are  no t readily available
are  valued at fair value as determined by the pricing  service using  methods that include consideration o f: yields o r prices o f Municipal
Obligations o f comparable  quality, type o f issue, coupon, maturity and rating ; indications as to  value from dealers; and general market
conditions. The pricing  service may employ electronic  data processing  techniques o r a matrix system, o r bo th, to  determine
recommended valuations.

“Moody’s” means Moody’s Investo rs Service, Inc. and any successo r o r successo rs thereto .

“Municipal Obligation” means municipal securities as described in the prospectus o r o ther o ffering  document fo r a Series.

“MuniFund Term Preferred” shall have the meaning  as set fo rth in the Recitals o f this Statement.

“MuniFund Term Preferred Shares” shall have the meaning  as set fo rth in the Recitals o f this Statement.

“Non-Call Period” means, with respect to  any Series, the period (if any) during  which such Series shall no t be subject to
redemption at the option o f the Fund, as set fo rth in the Appendix fo r such Series.

“Notice o f Redemption” shall have the meaning  as set fo rth in Section 2.5(d).

“Notice o f Taxable  Allocation” shall have the meaning  as set fo rth in Section 2.10(a).

“NRSRO” means any nationally recognized statistical rating  o rganization within the meaning  o f Section 3(a)(62) o f the Exchange
Act.
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“Optional Redemption Date” shall have the meaning  as set fo rth in Section 2.5(c)(i).

“Optional Redemption Premium” means, with respect to  any Series, the premium (expressed as a percentage o f the Liquidation
Preference o f the shares o f such Series) payable  by the Fund upon the redemption o f MuniFund Term Preferred Shares o f such Series
at the option o f the Fund, as set fo rth in the Appendix fo r such Series.

“Optional Redemption Price” shall have the meaning  as set fo rth in Section 2.5(c)(i).

“Outstanding” means, as o f any date  with respect to  MuniFund Term Preferred Shares o f any Series, the number o f MuniFund
Term Preferred Shares o f such Series thereto fo re issued by the Fund except (without duplication):

(a) any shares o f such Series thereto fo re cancelled o r redeemed o r delivered to  the Redemption and Paying  Agent fo r
cancellation o r redemption in acco rdance with the terms hereo f;

(b) any shares o f such Series as to  which the Fund shall have g iven a No tice o f Redemption and irrevocably deposited with the
Redemption and Paying  Agent suffic ient Deposit Securities to  redeem such shares in acco rdance with Section 2.5 hereo f;

(c) any shares o f such Series as to  which the Fund shall be the Ho lder o r the beneficial owner; and

(d) any shares o f such Series represented by any certificate  in lieu o f which any new certificate  has been executed and delivered
by the Fund.

“Person” means and includes an individual, a partnership, the Fund, a trust, a co rporation, a limited liability company, an
unincorporated association, a jo int venture o r o ther entity o r a government o r any agency o r po litical subdivision thereo f.

“Preferred Shares” means the autho rized preferred shares o f beneficial interest, par value $.01 per share, o f the Fund, including
shares o f each Series o f MuniFund Term Preferred Shares, shares o f any o ther series o f such preferred shares now o r hereafter issued
by the Fund, and any o ther shares o f beneficial interest hereafter autho rized and issued by the Fund o f a c lass having  prio rity over any
o ther c lass as to  distribution o f assets o r payments o f dividends.

“Rating  Agencies” means any o f Moody’s, Standard & Poor’s o r Fitch, as designated by the Board o f Trustees from time to  time
as contemplated by Section 2.7 to  be a Rating  Agency fo r purposes o f this Statement. The Board o f Trustees has initially designated
Moody’s, Standard & Poor’s and Fitch to  be Rating  Agencies hereunder. In the event that at any time any Rating  Agency (i) ceases to
be a Rating  Agency fo r purposes o f any Series o f MuniFund Term Preferred Shares, any references to  any credit rating  o f such Rating
Agency in this Statement o r any Appendix shall be deemed instead to  be references to  the equivalent credit rating  o f the Rating
Agency designated by the Board o f Trustees to  replace such Rating  Agency (if any such replacement is made) as o f the most recent
date  on which such o ther Rating  Agency published credit ratings fo r such Series o f MuniFund Term Preferred Shares o r (ii) replaces any
credit rating  o f such Rating  Agency with a replacement credit rating , any references to  such replaced credit rating  o f such Rating
Agency contained in this Statement o r any Appendix shall instead be deemed to  be references to  such replacement credit rating . In the
event that at any time the designation o f any Rating  Agency as a Rating  Agency fo r purposes o f any Series o f MuniFund Term
Preferred Shares is terminated by the Board o f Trustees, any rating  o f such terminated Rating  Agency, to  the extent it would have been
taken into  account in any o f the provisions o f this Statement o r the Appendix fo r such Series, shall be disregarded, and only the ratings
o f the then-designated Rating  Agencies fo r such Series shall be taken into  account fo r purposes o f this Statement and such Appendix.

“Rating  Agency Guidelines” means the guidelines o f any Rating  Agency, as they may be amended o r modified from time to  time,
compliance with which is required to  cause such Rating  Agency to  continue to  issue
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a rating  with respect to  a Series o f MuniFund Term Preferred Shares fo r so  long  as such Series is Outstanding  (which credit rating  may
consist o f a credit rating  on the MuniFund Term Preferred Shares generally o r the Preferred Shares generally).

“Rating  Downgrade Period” means, with respect to  any Series, any period during  which the MuniFund Term Preferred Shares o f
such Series are  rated A+ o r lower by Standard & Poor’s, A1 o r lower by Moody’s and A+ o r lower by Fitch (o r an equivalent o f such
ratings, as permitted o r contemplated by the definition o f “Rating  Agency”).

“Redemption and Paying  Agent” means, with respect to  any Series, State  Street Bank and Trust Company and its successo rs o r
any o ther redemption and paying  agent appo inted by the Fund with respect to  such Series.

“Redemption and Paying  Agent Agreement” means, with respect to  any Series, the Redemption and Paying  Agent Agreement o r
o ther similarly titled ag reement by and among  the Redemption and Paying  Agent fo r such Series and the Fund with respect to  such
Series.

“Redemption Date” shall have the meaning  as set fo rth in Section 2.5(d).

“Redemption Default” shall have the meaning  as set fo rth in Section 2.2(h)(i).

“Redemption Price” shall mean the Term Redemption Price, the Mandato ry Redemption Price o r the Optional Redemption Price,
as applicable .

“Securities Deposito ry” shall mean The Deposito ry Trust Company and its successo rs and assigns o r any o ther securities
deposito ry selected by the Fund that ag rees to  fo llow the procedures required to  be fo llowed by such securities deposito ry as set
fo rth in this Statement with respect to  the MuniFund Term Preferred Shares.

“Series” shall have the meaning  as set fo rth in the Recitals o f this Statement.

“Standard and Poor’s” means Standard and Poor’s Financial Services LLC, a subsidiary o f The McGraw-Hill Companies, Inc., and
any successo r o r successo rs thereto .

“Statement” means this Statement Establishing  and Fixing  the Rights and Preferences o f MuniFund Term Preferred Shares, as it
may be amended from time to  time in acco rdance with its terms.

“Taxable Allocation” means, with respect to  any Series, the allocation o f any net capital gains o r o ther income taxable  fo r federal
income tax purposes to  a dividend paid in respect o f such Series.

“Term Redemption Amount” shall have the meaning  as set fo rth in Section 2.11(a).

“Term Redemption Date” means, with respect to  any Series, the date  specified as the Term Redemption Date in the Appendix fo r
such Series.

“Term Redemption Liquidity Account” shall have the meaning  as set fo rth in Section 2.11(a).

“Term Redemption Price” shall have the meaning  as set fo rth in Section 2.5(a).

“U.S. Government Obligations” means direct obligations o f the United States o r o f its agencies o r instrumentalities that are
entitled to  the full faith and credit o f the United States and that, o ther than United States Treasury Bills, provide fo r the periodic  payment
o f interest and the full payment o f principal at maturity o r call fo r redemption.
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“Voting  Period” shall have the meaning  as set fo rth in Section 2.6(b)(i).

With respect to  any Series, any additional definitions specifically set fo rth in the Appendix relating  to  such Series and any
amendments to  any definitions specifically set fo rth in the Appendix relating  to  such Series, as such Appendix may be amended from
time to  time, shall be inco rporated herein and made part hereo f by reference thereto , but only with respect to  such Series.

1.2 Interpretation. The headings preceding  the text o f Artic les and Sections included in this Statement are  fo r convenience only
and shall no t be deemed part o f this Statement o r be g iven any effect in interpreting  this Statement. The use o f the masculine, feminine
or neuter gender o r the singular o r plural fo rm o f words herein shall no t limit any provision o f this Statement. The use o f the terms
“including” o r “include” shall in all cases herein mean “including , without limitation” o r “include, without limitation,” respectively.
Reference to  any Person includes such Person’s successo rs and assigns to  the extent such successo rs and assigns are  permitted by the
terms o f any applicable  ag reement, and reference to  a Person in a particular capacity excludes such Person in any o ther capacity o r
individually. Reference to  any ag reement (including  this Statement), document o r instrument means such ag reement, document o r
instrument as amended o r modified and in effect from time to  time in acco rdance with the terms thereo f and, if applicable , the terms
hereo f. Except as o therwise expressly set fo rth herein, reference to  any law means such law as amended, modified, codified, replaced
or re-enacted, in who le o r in part, including  rules, regulations, enfo rcement procedures and any interpretations promulgated thereunder.
Undersco red references to  Artic les o r Sections shall refer to  those po rtions o f this Statement. The use o f the terms “hereunder,”
“hereo f,” “hereto” and words o f similar import shall refer to  this Statement as a who le and no t to  any particular Artic le , Section o r
clause o f this Statement.

TERMS APPLICABLE TO ALL SERIES OF
MUNIFUND TERM PREFERRED SHARES

Except fo r such changes and amendments hereto  with respect to  a Series o f MuniFund Term Preferred Shares that are  specifically
contemplated by the Appendix relating  to  such Series, each Series o f MuniFund Term Preferred Shares shall have the fo llowing  terms:

2.1 Number o f Shares; Ranking .
(a) The number o f autho rized shares constituting  any Series o f MuniFund Term Preferred Shares shall be as set fo rth with

respect to  such Series in the Appendix hereto  relating  to  such Series. No  fractional MuniFund Term Preferred Shares shall be
issued.

(b) The MuniFund Term Preferred Shares o f each Series shall rank on a parity with shares o f each o ther Series o f MuniFund
Term Preferred Shares and with shares o f any o ther series o f Preferred Shares as to  the payment o f dividends and the distribution
of assets upon disso lutions, liquidation o r winding  up o f the affairs o f the Fund. The MuniFund Term Preferred Shares o f each
Series shall have preference with respect to  the payment o f dividends and as to  distribution o f assets upon disso lution, liquidation
or winding  up o f the affairs o f the Fund over the Common Shares as set fo rth herein.

(c) No  Holder o f MuniFund Term Preferred Shares shall have, so lely by reason o f being  such a Ho lder, any preemptive o r
o ther right to  acquire , purchase o r subscribe fo r any MuniFund Term Preferred Shares o r Common Shares o r o ther securities o f
the Fund which it may hereafter issue o r sell.

2.2 Dividends and Distributions.
(a) The Ho lders o f any MuniFund Term Preferred Shares o f any Series shall be entitled to  receive, when, as and if declared

by, o r under autho rity g ranted by, the Board o f Trustees, out o f funds legally available  therefo r and in preference to  dividends and
distributions on Common Shares, cumulative cash dividends and distributions on each share o f such Series, calculated separately
fo r each Dividend Period fo r such Series at the Dividend Rate  in effect from time to  time fo r such Series during  such Dividend
Period,
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computed on the basis o f a 360-day year consisting  o f twelve 30-day months, on an amount equal to  the Liquidation Preference
fo r a share o f such Series, and no  more. Dividends and distributions on the MuniFund Term Preferred Shares o f any Series shall
accumulate  from the Date o f Orig inal Issue with respect to  such Series. Dividends payable  on any MuniFund Term Preferred
Shares o f any Series fo r any period o f less than a full monthly Dividend Period, including  in connection with the first Dividend
Period fo r such shares o r upon any redemption o f such shares on any Redemption Date o ther than on a Dividend Payment Date,
shall be computed on the basis o f a 360-day year consisting  o f twelve 30-day months and the actual number o f days elapsed fo r
any period o f less than one month.

(b) Dividends on shares o f each Series o f MuniFund Term Preferred Shares with respect to  any Dividend Period shall be
declared to  the Ho lders o f reco rd o f such shares as their names shall appear on the reg istration books o f the Fund at the close o f
business on the fifteenth (15th) day o f the Dividend Period (o r if such day is no t a Business Day, the next preceding  Business Day)
and shall be paid as provided in Section 2.2(g ) hereo f.

(c) So  long  as Municipal Term Shares o f a Series are  rated on any date  AAA by Standard & Poor’s, Aaa by Moody’s o r AAA
by Fitch (o r an equivalent o f such ratings, as permitted o r contemplated by the definition o f “Rating  Agency”), the Dividend Rate
applicable  to  MuniFund Term Preferred Shares o f such Series fo r such date  shall be equal to  the Fixed Dividend Rate  fo r such
Series. If the highest credit rating  assigned on any date  to  an Outstanding  Series o f MuniFund Term Preferred Shares by any
Rating  Agency is equal to  one o f the ratings set fo rth in the table  below (o r its equivalent, as permitted o r contemplated by the
definition o f “Rating  Agency”), the Dividend Rate  applicable  to  the MuniFund Term Preferred Shares o f such Series fo r such date
shall be adjusted by multiplying  the Fixed Dividend Rate  fo r such Series by the applicable  percentage (expressed as a decimal) set
fo rth opposite  the applicable  highest credit rating  so  assigned on such date  to  such Series by such Rating  Agency in the table
below.

CREDIT RATINGS
 

S tandard & Poor’s   Moody’s   Fitc h   
Applic able
Pe rc e ntage  

AA+ to  AA-   Aa1 to  Aa3   AA+ to  AA-   110% 
A+ to  A-   A1 to  A3   A+ to  A-   125% 
BBB+ to  BBB-   Baa1 to  Baa3   BBB+ to  BBB-  150% 
BB+ and lower

  Ba1 and lower  
BB+ and
lower   200% 

If no  Rating  Agency is rating  an Outstanding  Series o f MuniFund Term Preferred Shares, the Dividend Rate  applicable  to  the
MuniFund Term Preferred Shares o f such Series fo r such date  shall be adjusted by multiplying  the Fixed Dividend Rate  fo r such
Series by 200%.

(d)(i) No  full dividends and distributions shall be declared o r paid on shares o f a Series o f MuniFund Term Preferred Shares
fo r any Dividend Period o r part thereo f unless full cumulative dividends and distributions due through the most recent dividend
payment dates therefo r fo r all outstanding  Preferred Shares (including  shares o f o ther Series o f MuniFund Term Preferred Shares)
have been o r contemporaneously are  declared and paid through the most recent dividend payment dates therefo r. If full
cumulative dividends and distributions due have no t been declared and paid on all outstanding  Preferred Shares o f any series, any
dividends and distributions being  declared and paid on a Series o f MuniFund Term Preferred Shares will be declared and paid as
nearly pro  rata as possible  in proportion to  the respective amounts o f dividends and distributions accumulated but unpaid on each
such series o f Preferred Shares on the relevant dividend payment date  fo r such series. No  Holders o f MuniFund Term Preferred
Shares shall be entitled to  any dividends and distributions, whether payable  in cash, property o r shares, in excess o f full cumulative
dividends and distributions as provided in this Section 2.2(d)(i) on such MuniFund Term Preferred Shares.

(ii) Fo r so  long  as any MuniFund Term Preferred Shares are  Outstanding , the Fund shall no t: (x) declare  any dividend o r
o ther distribution (o ther than a dividend o r distribution paid in Common
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Shares) in respect o f the Common Shares, (y) call fo r redemption, redeem, purchase o r o therwise acquire  fo r consideration
any Common Shares, o r (z) pay any proceeds o f the liquidation o f the Fund in respect o f the Common Shares, unless, in
each case, (A) immediately thereafter, the Fund shall have 1940 Act Asset Coverage after deducting  the amount o f such
dividend o r distribution o r redemption o r purchase price o r liquidation proceeds, (B) all cumulative dividends and
distributions on all MuniFund Term Preferred Shares and all o ther Preferred Shares ranking  on a parity with the MuniFund Term
Preferred Shares due on o r prio r to  the date  o f the applicable  dividend, distribution, redemption, purchase o r acquisition shall
have been declared and paid (o r shall have been declared and Deposit Securities o r suffic ient funds (in acco rdance with the
terms o f such Preferred Shares) fo r the payment thereo f shall have been deposited irrevocably with the paying  agent fo r
such Preferred Shares) and (C) the Fund shall have deposited Deposit Securities pursuant to  and in acco rdance with the
requirements o f Section 2.5(d)(ii) hereo f with respect to  Outstanding  MuniFund Term Preferred Shares o f any Series to  be
redeemed pursuant to  Section 2.5(a) o r Section 2.5(b) hereo f fo r which a No tice o f Redemption shall have been g iven o r
shall have been required to  be g iven in acco rdance with the terms hereo f on o r prio r to  the date  o f the applicable  dividend,
distribution, redemption, purchase o r acquisition.

(iii) Any dividend payment made on shares o f a Series o f MuniFund Term Preferred Shares shall first be credited
against the dividends and distributions accumulated with respect to  the earliest Dividend Period fo r such Series fo r which
dividends and distributions have no t been paid.
(e) No t later than 12:00 noon, New York City time, on the Dividend Payment Date fo r a Series o f MuniFund Term Preferred

Shares, the Fund shall deposit with the Redemption and Paying  Agent Deposit Securities having  an aggregate  Market Value on
such date  suffic ient to  pay the dividends and distributions that are  payable  on such Dividend Payment Date in respect o f such
Series. The Fund may direct the Redemption and Paying  Agent with respect to  the investment o r re investment o f any such
Deposit Securities prio r to  the Dividend Payment Date, provided that such investment consists exclusively o f Deposit Securities
and provided further that the proceeds o f any such investment will be available  as same day funds at the opening  o f business on
such Dividend Payment Date.

(f) All Deposit Securities paid to  the Redemption and Paying  Agent fo r the payment o f dividends payable  on a Series o f
MuniFund Term Preferred Shares shall be held in trust fo r the payment o f such dividends by the Redemption and Paying  Agent fo r
the benefit o f the Ho lders o f such Series entitled to  the payment o f such dividends pursuant to  Section 2.2(g ). Any moneys paid
to  the Redemption and Paying  Agent in acco rdance with the fo rego ing  but no t applied by the Redemption and Paying  Agent to  the
payment o f dividends, including  interest earned on such moneys while  so  held, will, to  the extent permitted by law, be repaid to
the Fund as soon as possible  after the date  on which such moneys were to  have been so  applied, upon request o f the Fund.

(g ) Dividends on shares o f a Series o f MuniFund Term Preferred Shares shall be paid on each Dividend Payment Date fo r
such Series to  the Ho lders o f shares o f such Series as their names appear on the reg istration books o f the Fund at the close o f
business on the fifteenth (15 ) day o f the Dividend Period to  which such Dividend Payment Date relates (o r if such day is no t a
Business Day, the next preceding  Business Day). Dividends in arrears on shares o f a Series o f MuniFund Term Preferred Shares
fo r any past Dividend Period may be declared and paid at any time, without reference to  any regular Dividend Payment Date, to  the
Holders o f shares o f such Series as their names appear on the reg istration books o f the Fund on such date , no t exceeding  fifteen
(15) calendar days preceding  the payment date  thereo f, as may be fixed by the Board o f Trustees. No  interest o r sum o f money
in lieu o f interest will be payable  in respect o f any dividend payment o r payments on shares o f any Series o f MuniFund Term
Preferred Shares which may be in arrears.

(h)(i) The Dividend Rate  on a Series o f MuniFund Term Preferred Shares shall be adjusted to  the Default Rate  (as defined
below) in the fo llowing  circumstances. Subject to  the cure provisions below, a “Default Period” with respect to  a Series o f
MuniFund Term Preferred Shares shall commence on any date
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the Fund fails to  deposit with the Redemption and Paying  Agent by 12:00 noon, New York City time, on (A) a Dividend Payment
Date fo r such Series, Deposit Securities that will provide funds available  to  the Redemption and Paying  Agent on such Dividend
Payment Date suffic ient to  pay the full amount o f any dividend on such Series payable  on such Dividend Payment Date (a
“Dividend Default”) o r (B) an applicable  Redemption Date fo r such Series, Deposit Securities that will provide funds available  to
the Redemption and Paying  Agent on such Redemption Date suffic ient to  pay the full amount o f the Redemption Price payable  in
respect o f such Series on such Redemption Date (a “Redemption Default” and together with a Dividend Default, hereinafter
referred to  as “Default”). Subject to  the cure provisions o f Section 2.2(h)(ii) below, a Default Period with respect to  a Dividend
Default o r a Redemption Default on a Series o f MuniFund Term Preferred Shares shall end on the Business Day on which, by 12:00
noon, New York City time, an amount equal to  all unpaid dividends on such Series and any unpaid Redemption Price on such Series
shall have been deposited irrevocably in trust in same-day funds with the Redemption and Paying  Agent. In the case o f any Default
on a Series o f MuniFund Term Preferred Shares, the Dividend Rate  fo r such Series fo r each calendar day during  the Default Period
will be equal to  the Default Rate . The “Default Rate” on a Series o f MuniFund Term Preferred Shares fo r any calendar day shall be
equal to  the Dividend Rate  in effect on such day fo r such Series plus five percent (5%) per annum.

(ii) No  Default Period fo r a Series o f MuniFund Term Preferred Shares with respect to  any Default on such Series shall
be deemed to  commence if the amount o f any dividend o r any Redemption Price due in respect o f such Series (if such
Default is no t so lely due to  the willful failure  o f the Fund) is deposited irrevocably in trust, in same-day funds, with the
Redemption and Paying  Agent by 12:00 noon, New York City time, on a Business Day that is no t later than three (3) Business
Days after the applicable  Dividend Payment Date o r Redemption Date fo r such Series with respect to  which such Default
occurred, together with an amount equal to  the Default Rate  on such Series applied to  the amount and period o f such non-
payment on such Series, based on the actual number o f calendar days comprising  such period divided by 360.

2.3 Liquidation Rights.
(a) In the event o f any liquidation, disso lution o r winding  up o f the affairs o f the Fund, whether vo luntary o r invo luntary, the

Holders o f MuniFund Term Preferred Shares shall be entitled to  receive out o f the assets o f the Fund available  fo r distribution to
shareho lders, after satisfying  claims o f credito rs but befo re any distribution o r payment shall be made in respect o f the Common
Shares, a liquidation distribution equal to  the Liquidation Preference fo r such shares, plus an amount equal to  all unpaid dividends
and distributions on such shares accumulated to  (but excluding ) the date  fixed fo r such distribution o r payment on such shares
(whether o r no t earned o r declared by the Fund, but excluding  interest thereon), and such Ho lders shall be entitled to  no  further
partic ipation in any distribution o r payment in connection with any such liquidation, disso lution o r winding  up.

(b) If, upon any liquidation, disso lution o r winding  up o f the affairs o f the Fund, whether vo luntary o r invo luntary, the assets
o f the Fund available  fo r distribution among  the Ho lders o f all Outstanding  MuniFund Term Preferred Shares and any o ther
outstanding  Preferred Shares shall be insuffic ient to  permit the payment in full to  such Ho lders o f the Liquidation Preference o f
such MuniFund Term Preferred Shares plus accumulated and unpaid dividends and distributions on such shares as provided in
Section 2.3(a) above and the amounts due upon liquidation with respect to  such o ther Preferred Shares, then such available  assets
shall be distributed among  the Ho lders o f such MuniFund Term Preferred Shares and such o ther Preferred Shares ratably in
proportion to  the respective preferential liquidation amounts to  which they are  entitled. In connection with any liquidation,
disso lution o r winding  up o f the affairs o f the Fund, whether vo luntary o r invo luntary, unless and until the Liquidation Preference on
each Outstanding  MuniFund Term Preferred Share plus accumulated and unpaid dividends and distributions on such shares as
provided in Section 2.3(a) above have been paid in full to  the Ho lders o f such shares, no  dividends, distributions o r o ther
payments will be made on, and no  redemption, purchase o r o ther acquisition by the Fund will be made by the Fund in respect o f,
the Common Shares.
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(c) Neither the sale  o f all o r substantially all o f the property o r business o f the Fund, no r the merger, conso lidation o r
reo rganization o f the Fund into  o r with any o ther business o r statuto ry trust, co rporation o r o ther entity, no r the merger,
conso lidation o r reo rganization o f any o ther business o r statuto ry trust, co rporation o r o ther entity into  o r with the Fund shall be a
disso lution, liquidation o r winding  up, whether vo luntary o r invo luntary, fo r the purpose o f this Section 2.3.

2.4  Coverage & Leverage Tests.
(a) Asset Coverage Requirement. Fo r so  long  as any shares o f a Series o f MuniFund Term Preferred Shares are  Outstanding ,

the Fund shall have Asset Coverage o f at least 225% as o f the close o f business on each Business Day. If the Fund shall fail to
maintain such Asset Coverage as o f any time as o f which such compliance is required to  be determined as afo resaid, the
provisions o f Section 2.5(b)(i) shall be applicable , which provisions shall constitute  the so le  remedy fo r the Fund’s failure  to
comply with the provisions o f this Section 2.4 (a).

(b) Calculation o f Asset Coverage. Fo r purposes o f determining  whether the requirements o f Section 2.4 (a) are  satisfied,
(i) no  MuniFund Term Preferred Shares o f any Series o r o ther Preferred Shares shall be deemed to  be Outstanding  fo r purposes
o f any computation required by Section 2.4 (a) if, prio r to  o r concurrently with such determination, e ither (x) suffic ient Deposit
Securities o r o ther suffic ient funds (in acco rdance with the terms o f such Series o r o ther Preferred Shares) to  pay the full
redemption price fo r such Series o r o ther Preferred Shares (o r the po rtion thereo f to  be redeemed) shall have been deposited in
trust with the paying  agent fo r such Series o r o ther Preferred Shares and the requisite  no tice o f redemption fo r such Series o r
o ther Preferred Shares (o r the po rtion thereo f to  be redeemed) shall have been g iven o r (y) suffic ient Deposit Securities o r o ther
suffic ient funds (in acco rdance with the terms o f such Series o r o ther Preferred Shares) to  pay the full redemption price fo r such
Series o r o ther Preferred Shares (o r the po rtion thereo f to  be redeemed) shall have been seg regated by the Custodian and the
Fund from the assets o f the Fund in the same manner and to  the same extent as is contemplated by Section 2.11 with respect to
the Liquidity Requirement, and (ii) the Deposit Securities o r o ther suffic ient funds that shall have been deposited with the
applicable  paying  agent and/o r seg regated by the Custodian, as applicable , as provided in clause (i) o f this sentence shall no t be
included as assets o f the Fund fo r purposes o f such computation.

(c) Effective Leverage Ratio  Requirement. Fo r so  long  as any MuniFund Term Preferred Shares o f a Series are  Outstanding ,
the Effective Leverage Ratio  shall no t exceed 50% as o f the close o f business on any Business Day. If the Effective Leverage
Ratio  shall exceed such percentage as o f any time as o f which such compliance is required to  be determined as afo resaid, the
provisions o f Section 2.5(b)(ii) shall be applicable , which provisions shall constitute  the so le  remedy fo r the Fund’s failure  to
comply with the provisions o f this Section 2.4 (c).

(d) Calculation o f Effective Leverage Ratio . Fo r purposes o f determining  whether the requirements o f Section 2.4 (c) are
satisfied, the “Effective Leverage Ratio” on any date  shall mean the quo tient o f:

(i) The sum o f (A) the aggregate  liquidation preference o f the Fund’s “senio r securities” (as that term is defined in the
1940 Act) that are  stock fo r purposes o f the 1940 Act, excluding , without duplication, (1) any such senio r securities fo r
which the Fund has issued a no tice o f redemption and either has delivered Deposit Securities o r suffic ient funds (in
acco rdance with the terms o f such senio r securities) to  the paying  agent fo r such senio r securities o r o therwise has adequate
Deposit Securities o r suffic ient funds on hand fo r the purpose o f such redemption and (2) any such senio r securities that are
to  be redeemed with net proceeds from the sale  o f the MuniFund Term Preferred Shares, fo r which the Fund has delivered
Deposit Securities o r suffic ient funds (in acco rdance with the terms o f such senio r securities) to  the paying  agent fo r such
senio r securities o r o therwise has adequate  Deposit Securities o r suffic ient funds on hand fo r the purpose o f such
redemption; (B) the aggregate  principal amount o f the Fund’s “senio r securities representing  indebtedness” (as that term is
defined in the 1940 Act); and (C) the aggregate  principal amount o f floating  rate  securities no t owned by the Fund that
co rrespond to  the associated inverse floating  rate  securities owned by the Fund; divided by
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(ii) The sum o f (A) the market value (determined in acco rdance with the Fund’s valuation procedures) o f the Fund’s
to tal assets (including  amounts attributable  to  senio r securities), less the amount o f the Fund’s accrued liabilities (o ther than
liabilities fo r the aggregate  principal amount o f senio r securities representing  indebtedness, including  floating  rate
securities), and (B) the aggregate  principal amount o f floating  rate  securities no t owned by the Fund that co rrespond to  the
associated inverse floating  rate  securities owned by the Fund.

2.5 Redemption. Each Series o f MuniFund Term Preferred Shares shall be subject to  redemption by the Fund as provided below:
(a) Term Redemption. The Fund shall redeem all shares o f a Series o f MuniFund Term Preferred Shares on the Term

Redemption Date fo r such Series, at a price per share equal to  the Liquidation Preference per share o f such Series plus an amount
equal to  all unpaid dividends and distributions on such share o f such Series accumulated to  (but excluding ) the Term Redemption
Date fo r such Series (whether o r no t earned o r declared by the Fund, but excluding  interest thereon) (the “Term Redemption
Price”).

(b) Asset Coverage and Effective Leverage Ratio  Mandato ry Redemption.
(i) Asset Coverage Mandato ry Redemption. (A) If the Fund fails to  comply with the Asset Coverage requirement as

provided in Section 2.4 (a) as o f any time as o f which such compliance is required to  be determined in acco rdance with
Section 2.4 (a) and such failure  is no t cured as o f the Asset Coverage Cure Date, the Fund shall, to  the extent permitted by
the 1940 Act and Massachusetts law, by the close o f business on such Asset Coverage Cure Date, fix a redemption date  and
proceed to  redeem in acco rdance with the terms o f such Preferred Shares, a suffic ient number o f Preferred Shares, which at
the Fund’s so le  option (to  the extent permitted by the 1940 Act and Massachusetts law) may include any number o r
proportion o f MuniFund Term Preferred Shares o f any Series, to  enable  it to  meet the requirements o f Section 2.5(b)(i)(B).
In the event that any shares o f a Series o f MuniFund Term Preferred Shares then Outstanding  are  to  be redeemed pursuant to
this Section 2.5(b)(i), the Fund shall redeem such shares at a price per share equal to  the Liquidation Preference per share o f
such Series plus an amount equal to  all unpaid dividends and distributions on such share o f such Series accumulated to  (but
excluding ) the date  fixed fo r such redemption by the Board o f Trustees (whether o r no t earned o r declared by the Fund, but
excluding  interest thereon) (the “Mandato ry Redemption Price”).

(B) On the Redemption Date fo r a redemption contemplated by Section 2.5(b)(i)(A), the Fund shall redeem, out
o f funds legally available  therefo r, such number o f Preferred Shares (which may include at the so le  option o f the Fund
any number o r proportion o f MuniFund Term Preferred Shares o f any Series) as shall be equal to  the lesser o f (x) the
minimum number o f Preferred Shares, the redemption o f which, if deemed to  have occurred immediately prio r to  the
opening  o f business on the Asset Coverage Cure Date, would result in the Fund having  Asset Coverage on such Asset
Coverage Cure Date o f at least 230% (provided, however, that if there  is no  such minimum number o f MuniFund
Term Preferred Shares and o ther Preferred Shares the redemption o r retirement o f which would have such result, all
MuniFund Term Preferred Shares and o ther Preferred Shares then outstanding  shall be redeemed), and (y) the
maximum number o f Preferred Shares that can be redeemed out o f funds expected to  be legally available  therefo r in
acco rdance with the Declaration and applicable  law. No twithstanding  the fo rego ing , in the event that Preferred Shares
are  redeemed pursuant to  this Section 2.5(b)(i), the Fund may at its so le  option, but is no t required to , redeem a
suffic ient number o f shares o f any Series o f MuniFund Term Preferred Shares pursuant to  this Section 2.5(b)(i) that,
when aggregated with o ther Preferred Shares redeemed by the Fund, would result, if deemed to  have occurred
immediately prio r to  the opening  o f business on the Asset Coverage Cure Date, in the Fund having  Asset Coverage
on such Asset Coverage Cure Date o f up to  and including  285%. The Fund shall effect such redemption on the date
fixed by the Fund therefo r, which date  shall no t be later than thirty (30) calendar days after such Asset Coverage Cure
Date, except that if the Fund does no t have
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funds legally available  fo r the redemption o f all o f the required number o f MuniFund Term Preferred Shares and o ther
Preferred Shares which have been designated to  be redeemed o r the Fund o therwise is unable  to  effect such
redemption on o r prio r to  thirty (30) calendar days after such Asset Coverage Cure Date, the Fund shall redeem those
MuniFund Term Preferred Shares and o ther Preferred Shares which it was unable  to  redeem on the earliest practicable
date  on which it is able  to  effect such redemption. If fewer than all o f the Outstanding  MuniFund Term Preferred
Shares o f a Series are  to  be redeemed pursuant to  this Section 2.5(b)(i), the number o f MuniFund Term Preferred
Shares o f such Series to  be redeemed shall be redeemed (A) pro  rata among  the Outstanding  shares o f such Series,
(B) by lo t o r (C) in such o ther manner as the Board o f Trustees may determine to  be fair and equitable .

(ii) Effective Leverage Ratio  Mandato ry Redemption. (A) If the Fund fails to  comply with the Effective Leverage Ratio
requirement as provided in Section 2.4 (c) as o f any time as o f which such compliance is required to  be determined in
accordance with Section 2.4 (c) and such failure  is no t cured as o f the close o f business on the date  that is thirty (30) calendar
days fo llowing  such Business Day (the “Effective Leverage Ratio  Cure Date”), the Fund shall within thirty (30) calendar days
fo llowing  the Effective Leverage Ratio  Cure Date cause the Effective Leverage Ratio  to  no t exceed 50% by (x) engag ing
in transactions invo lving  o r relating  to  the floating  rate  securities no t owned by the Fund and/o r the inverse floating  rate
securities owned by the Fund, including  the purchase, sale  o r re tirement thereo f, (y) to  the extent permitted by the 1940 Act
and Massachusetts law, redeeming  in acco rdance with the Declaration a suffic ient number o f Preferred Shares, which at the
Fund’s so le  option (to  the extent permitted by the 1940 Act and Massachusetts law) may include any number o r proportion
of MuniFund Term Preferred Shares o f any Series, o r (z) engag ing  in any combination o f the actions contemplated by
clauses (x) and (y) o f this Section 2.5(b)(ii)(A). In the event that any MuniFund Term Preferred Shares o f a Series are  to  be
redeemed pursuant to  clause (y) o f this Section 2.5(b)(ii)(A), the Fund shall redeem such MuniFund Term Preferred Shares
at a price per MuniFund Term Preferred Share equal to  the Mandato ry Redemption Price.

(B) On the Redemption Date fo r a redemption contemplated by clause (y) o f Section 2.5(b)(ii)(A), the Fund
shall no t redeem more than the maximum number o f Preferred Shares that can be redeemed out o f funds expected to
be legally available  therefo r in acco rdance with the Declaration and applicable  law. If the Fund is unable  to  redeem the
required number o f MuniFund Term Preferred Shares and o ther Preferred Shares which have been designated to  be
redeemed in acco rdance with clause (y) o f Section 2.5(b)(ii)(A) due to  the unavailability o f legally available  funds,
the Fund shall redeem those MuniFund Term Preferred Shares and o ther Preferred Shares which it was unable  to
redeem on the earliest practicable  date  on which it is able  to  effect such redemption. If fewer than all o f the
Outstanding  MuniFund Term Preferred Shares o f a Series are  to  be redeemed pursuant to  clause (y) o f
Section 2.5(b)(ii)(A) , the number o f MuniFund Term Preferred Shares o f such Series to  be redeemed shall be
redeemed (A) pro  rata among  the Outstanding  shares o f such Series, (B) by lo t o r (C) in such o ther manner as the
Board o f Trustees may determine to  be fair and equitable .

(c) Optional Redemption.
(i) Subject to  the provisions o f Section 2.5(c)(ii), (A) on any Business Day fo llowing  the expiration o f the Non-Call

Period fo r a Series o f MuniFund Term Preferred Shares o r (B) on any Business Day during  a Rating  Downgrade Period fo r a
Series o f MuniFund Term Preferred Shares, including  a Business Day during  the Non-Call Period fo r such Series (any
Business Day referred to  in clause (A) o r (B) o f this sentence, an “Optional Redemption Date”), the Fund may redeem in
who le o r from time to  time in part the Outstanding  MuniFund Term Preferred Shares o f such Series, at a redemption price
per MuniFund Term Preferred Share (the “Optional Redemption Price”) equal to  (x) the Liquidation Preference per MuniFund
Term Preferred Share o f such Series plus (y) an amount equal to  all unpaid dividends and distributions on such MuniFund
Term Preferred Share o f such Series accumulated to  (but excluding ) the Optional Redemption Date (whether o r no t earned
or declared by
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the Fund, but excluding  interest thereon) plus (z) the Optional Redemption Premium per share (if any) with respect to  an
optional redemption o f MuniFund Term Preferred Shares o f such Series that is effected on such Optional Redemption Date.

(ii) If fewer than all o f the outstanding  shares o f a Series o f MuniFund Term Preferred Shares are  to  be redeemed
pursuant to  Section 2.5(c)(i), the shares o f such Series to  be redeemed shall be selected either (A) pro  rata among  such
Series, (B) by lo t o r (C) in such o ther manner as the Board o f Trustees may determine to  be fair and equitable . Subject to  the
provisions o f this Statement and applicable  law, the Board o f Trustees will have the full power and autho rity to  prescribe the
terms and conditions upon which MuniFund Term Preferred Shares will be redeemed pursuant to  this Section 2.5(c) from
time to  time.

(iii) The Fund may no t on any date  deliver a No tice o f Redemption pursuant to  Section 2.5(d) in respect o f a
redemption contemplated to  be effected pursuant to  this Section 2.5(c) unless on such date  the Fund has available  Deposit
Securities fo r the Optional Redemption Date contemplated by such No tice o f Redemption having  a Market Value no t less
than the amount (including  any applicable  premium) due to  Ho lders o f MuniFund Term Preferred Shares by reason o f the
redemption o f such MuniFund Term Preferred Shares on such Optional Redemption Date.
(d) Procedures fo r Redemption.

(i) If the Fund shall determine o r be required to  redeem, in who le o r in part, MuniFund Term Preferred Shares o f a
Series pursuant to  Section 2.5(a), (b) o r (c), the Fund shall deliver a no tice o f redemption (the “Notice o f Redemption”), by
overnight delivery, by first c lass mail, postage prepaid o r by Electronic  Means to  Ho lders thereo f, o r request the
Redemption and Paying  Agent, on behalf o f the Fund, to  promptly do  so  by overnight delivery, by first c lass mail, postage
prepaid o r by Electronic  Means. A Notice o f Redemption shall be provided no t more than fo rty-five (45) calendar days prio r
to  the date  fixed fo r redemption in such No tice o f Redemption (the “Redemption Date”). Each such No tice o f Redemption
shall state: (A) the Redemption Date; (B) the Series and number o f MuniFund Term Preferred Shares to  be redeemed;
(C) the CUSIP number fo r MuniFund Term Preferred Shares o f such Series; (D) the applicable  Redemption Price on a per
share basis; (E) if applicable , the place o r places where the certificate(s) fo r such shares (properly endorsed o r assigned fo r
transfer, if the Board o f Trustees requires and the No tice o f Redemption states) are  to  be surrendered fo r payment o f the
Redemption Price; (F) that dividends on the MuniFund Term Preferred Shares to  be redeemed will cease to  accumulate  from
and after such Redemption Date; and (G) the provisions o f this Statement under which such redemption is made. If fewer
than all MuniFund Term Preferred Shares held by any Ho lder are  to  be redeemed, the No tice o f Redemption delivered to
such Ho lder shall also  specify the number o f MuniFund Term Preferred Shares to  be redeemed from such Ho lder o r the
method o f determining  such number. The Fund may provide in any No tice o f Redemption relating  to  a redemption
contemplated to  be effected pursuant to  this Statement that such redemption is subject to  one o r more conditions
precedent and that the Fund shall no t be required to  effect such redemption unless each such condition has been satisfied at
the time o r times and in the manner specified in such No tice o f Redemption. No  defect in the No tice o f Redemption o r
delivery thereo f shall affect the validity o f redemption proceedings, except as required by applicable  law.

(ii) If the Fund shall g ive a No tice o f Redemption, then at any time from and after the g iving  o f such No tice o f
Redemption and prio r to  12:00 noon, New York City time, on the Redemption Date (so  long  as any conditions precedent to
such redemption have been met o r waived by the Fund), the Fund shall (A) deposit with the Redemption and Paying  Agent
Deposit Securities having  an aggregate  Market Value on the date  thereo f no  less than the Redemption Price o f the MuniFund
Term Preferred Shares to  be redeemed on the Redemption Date and (B) g ive the Redemption and Paying  Agent irrevocable
instructions and autho rity to  pay the applicable  Redemption Price to  the Ho lders o f the MuniFund Term Preferred Shares
called fo r redemption on the Redemption Date. The Fund may direct the Redemption and Paying  Agent with respect to  the
investment o f any Deposit Securities consisting  o f cash so  deposited prio r to  the Redemption Date, provided that the
proceeds o f any such investment
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shall be available  at the opening  o f business on the Redemption Date as same day funds. No twithstanding  the provisions o f
clause (A) o f the preceding  sentence, if the Redemption Date is the Term Redemption Date, then such deposit o f Deposit
Securities (which may come in who le o r in part from the Term Redemption Liquidity Account) shall be made no  later than
fifteen (15) calendar days prio r to  the Term Redemption Date.

(iii) Upon the date  o f the deposit o f such Deposit Securities, all rights o f the Ho lders o f the MuniFund Term Preferred
Shares so  called fo r redemption shall cease and terminate  except the right o f the Ho lders thereo f to  receive the Redemption
Price thereo f and such MuniFund Term Preferred Shares shall no  longer be deemed Outstanding  fo r any purpose whatsoever
(o ther than (A) the transfer thereo f prio r to  the applicable  Redemption Date and (B) the accumulation o f dividends thereon in
accordance with the terms hereo f up to  (but excluding ) the applicable  Redemption Date, which accumulated dividends,
unless previously declared and paid as contemplated by the last sentence o f Section 2.5(d)(vi) below, shall be payable  only
as part o f the applicable  Redemption Price on the Redemption Date). The Fund shall be entitled to  receive, promptly after
the Redemption Date, any Deposit Securities in excess o f the aggregate  Redemption Price o f the MuniFund Term Preferred
Shares called fo r redemption on the Redemption Date. Any Deposit Securities so  deposited that are  unclaimed at the end o f
ninety (90) calendar days from the Redemption Date shall, to  the extent permitted by law, be repaid to  the Fund, after which
the Ho lders o f the MuniFund Term Preferred Shares so  called fo r redemption shall look only to  the Fund fo r payment o f the
Redemption Price thereo f. The Fund shall be entitled to  receive, from time to  time after the Redemption Date, any interest
on the Deposit Securities so  deposited.

(iv) On o r after the Redemption Date, each Ho lder o f MuniFund Term Preferred Shares in certificated fo rm (if any) that
are  subject to  redemption shall surrender the certificate(s) evidencing  such MuniFund Term Preferred Shares to  the Fund at
the place designated in the No tice o f Redemption and shall then be entitled to  receive the Redemption Price fo r such
MuniFund Term Preferred Shares, without interest, and in the case o f a redemption o f fewer than all the MuniFund Term
Preferred Shares represented by such certificate(s), a new certificate  representing  the MuniFund Term Preferred Shares that
were no t redeemed.

(v) No twithstanding  the o ther provisions o f this Section 2.5, except as o therwise required by law, the Fund shall no t
redeem any MuniFund Term Preferred Shares unless all accumulated and unpaid dividends and distributions on all Outstanding
MuniFund Term Preferred Shares and o ther series o f Preferred Shares ranking  on a parity with the MuniFund Term Preferred
Shares with respect to  dividends and distributions fo r all applicable  past dividend periods (whether o r no t earned o r declared
by the Fund) (x) shall have been o r are  contemporaneously paid o r (y) shall have been o r are  contemporaneously declared
and Deposit Securities o r suffic ient funds (in acco rdance with the terms o f such Preferred Shares) fo r the payment o f such
dividends and distributions shall have been o r are  contemporaneously deposited with the Redemption and Paying  Agent o r
o ther applicable  paying  agent fo r such Preferred Shares in acco rdance with the terms o f such Preferred Shares, provided,
however, that the fo rego ing  shall no t prevent the purchase o r acquisition o f Outstanding  MuniFund Term Preferred Shares
pursuant to  an o therwise lawful purchase o r exchange o ffer made on the same terms to  Ho lders o f all Outstanding  MuniFund
Term Preferred Shares and any o ther series o f Preferred Shares fo r which all accumulated and unpaid dividends and
distributions have no t been paid.

(vi) To  the extent that any redemption fo r which No tice o f Redemption has been provided is no t made by reason o f
the absence o f legally available  funds therefo r in acco rdance with the Declaration and applicable  law, such redemption shall
be made as soon as practicable  to  the extent such funds become available . No  Redemption Default shall be deemed to  have
occurred if the Fund shall fail to  deposit in trust with the Redemption and Paying  Agent the Redemption Price with respect to
any shares where (1) the No tice o f Redemption relating  to  such redemption provided that such redemption was subject to
one o r more conditions precedent and (2) any such condition precedent shall no t have been satisfied at the time o r times and
in the manner specified in such No tice o f Redemption.
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Notwithstanding  the fact that a No tice o f Redemption has been provided with respect to  any MuniFund Term Preferred
Shares, dividends may be declared and paid on such MuniFund Term Preferred Shares in acco rdance with their terms if
Deposit Securities fo r the payment o f the Redemption Price o f such MuniFund Term Preferred Shares shall no t have been
deposited in trust with the Redemption and Paying  Agent fo r that purpose.
(e) Redemption and Paying  Agent as Trustee o f Redemption Payments by Fund. All Deposit Securities transferred to  the

Redemption and Paying  Agent fo r payment o f the Redemption Price o f MuniFund Term Preferred Shares called fo r redemption
shall be held in trust by the Redemption and Paying  Agent fo r the benefit o f Ho lders o f MuniFund Term Preferred Shares so  to  be
redeemed until paid to  such Ho lders in acco rdance with the terms hereo f o r re turned to  the Fund in acco rdance with the provisions
o f Section 2.5(d)(iii) above.

(f) Compliance With Applicable  Law. In effecting  any redemption pursuant to  this Section 2.5, the Fund shall use its best
effo rts to  comply with all applicable  conditions precedent to  effecting  such redemption under the 1940 Act and any applicable
Massachusetts law, but shall effect no  redemption except in acco rdance with the 1940 Act and any applicable  Massachusetts law.

(g ) Modification o f Redemption Procedures. No twithstanding  the fo rego ing  provisions o f this Section 2.5, the Fund may, in
its so le  discretion and without a shareho lder vo te , modify the procedures set fo rth above with respect to  no tification o f
redemption fo r the MuniFund Term Preferred Shares, provided that such modification does no t materially and adversely affect
the Ho lders o f the MuniFund Term Preferred Shares o r cause the Fund to  vio late  any applicable  law, rule  o r regulation; and
provided further that no  such modification shall in any way alter the rights o r obligations o f the Redemption and Paying  Agent
without its prio r consent.

2.6 Vo ting  Rights.
(a) One Vo te Per MuniFund Term Preferred Share. Except as o therwise provided in the Declaration o r as o therwise required

by law, (i) each Ho lder o f MuniFund Term Preferred Shares shall be entitled to  one vo te  fo r each MuniFund Term Preferred Share
held by such Ho lder on each matter submitted to  a vo te  o f shareho lders o f the Fund, and (ii) the ho lders o f outstanding  Preferred
Shares, including  Outstanding  MuniFund Term Preferred Shares, and o f Common Shares shall vo te  together as a sing le  class;
provided, however, that the ho lders o f outstanding  Preferred Shares, including  Outstanding  MuniFund Term Preferred Shares, shall
be entitled, as a c lass, to  the exclusion o f the Ho lders o f all o ther securities and Common Shares o f the Fund, to  elect two
trustees o f the Fund at all times. Subject to  Section 2.6(b), the Ho lders o f outstanding  Common Shares and Preferred Shares,
including  MuniFund Term Preferred Shares, vo ting  together as a sing le  class, shall e lect the balance o f the trustees.

(b) Vo ting  For Additional Trustees.
(i) Vo ting  Period. During  any period in which any one o r more o f the conditions described in clauses (A) o r (B) o f this

Section 2.6(b)(i) shall exist (such period being  referred to  herein as a “Voting  Period”), the number o f trustees constituting
the Board o f Trustees shall be automatically increased by the smallest number that, when added to  the two  trustees elected
exclusively by the Ho lders o f Preferred Shares, including  MuniFund Term Preferred Shares, would constitute  a majo rity o f
the Board o f Trustees as so  increased by such smallest number; and the Ho lders o f Preferred Shares, including  MuniFund
Term Preferred Shares, shall be entitled, vo ting  as a c lass on a one-vo te-per-share basis (to  the exclusion o f the Ho lders o f
all o ther securities and classes o f capital stock o f the Fund), to  e lect such smallest number o f additional trustees, together
with the two  trustees that such Ho lders are  in any event entitled to  elect. A Vo ting  Period shall commence:

(A) if, at the close o f business on any dividend payment date  fo r any outstanding  Preferred Share including  any
Outstanding  MuniFund Term Preferred Share, accumulated dividends (whether o r no t earned o r declared) on such
outstanding  share o f Preferred Shares equal to  at least
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two  (2) full years’ dividends shall be due and unpaid and suffic ient cash o r specified securities shall no t have been
deposited with the Redemption and Paying  Agent o r o ther applicable  paying  agent fo r the payment o f such
accumulated dividends; o r

(B) if at any time Ho lders o f Preferred Shares are  o therwise entitled under the 1940 Act to  elect a majo rity o f the
Board o f Trustees.

Upon the termination o f a Vo ting  Period, the vo ting  rights described in this Section 2.6(b)(i) shall cease, subject always, however,
to  the revesting  o f such vo ting  rights in the Ho lders o f Preferred Shares upon the further occurrence o f any o f the events described in
this Section 2.6(b)(i).

(ii) No tice o f Special Meeting . As soon as practicable  after the accrual o f any right o f the Ho lders o f Preferred Shares
to  elect additional trustees as described in Section 2.6(b)(i), the Fund shall call a special meeting  o f such Ho lders and no tify
the Redemption and Paying  Agent and/o r such o ther Person as is specified in the terms o f such Preferred Shares to  receive
no tice (i) by mailing  o r delivery by Electronic  Means o r (ii) in such o ther manner and by such o ther means as are  specified in
the terms o f such Preferred Shares, a no tice o f such special meeting  to  such Ho lders, such meeting  to  be held no t less than
ten (10) no r more than thirty (30) calendar days after the date  o f the delivery by Electronic  Means o r mailing  o f such no tice.
If the Fund fails to  call such a special meeting , it may be called at the expense o f the Fund by any such Ho lder on like no tice.
The reco rd date  fo r determining  the Ho lders o f Preferred Shares entitled to  no tice o f and to  vo te  at such special meeting
shall be the close o f business on the fifth (5 ) Business Day preceding  the calendar day on which such no tice is mailed. At
any such special meeting  and at each meeting  o f Ho lders o f Preferred Shares held during  a Vo ting  Period at which trustees
are  to  be elected, such Ho lders, vo ting  together as a c lass (to  the exclusion o f the Ho lders o f all o ther securities and
classes o f capital stock o f the Fund), shall be entitled to  elect the number o f trustees prescribed in Section 2.6(b)(i) on a
one-vo te-per-share basis.

(iii) Terms o f Office o f Existing  Trustees. The terms o f o ffice  o f the incumbent trustees o f the Fund at the time o f a
special meeting  o f Ho lders o f the Preferred Shares to  elect additional trustees in acco rdance with Section 2.6(b)(i) shall no t
be affected by the election at such meeting  by the Ho lders o f MuniFund Term Preferred Shares and such o ther Ho lders o f
Preferred Shares o f the number o f trustees that they are  entitled to  elect, and the trustees so  elected by the Ho lders o f
MuniFund Term Preferred Shares and such o ther Ho lders o f Preferred Shares, together with the two  (2) trustees elected by
the Ho lders o f Preferred Shares in acco rdance with Section 2.6(a) hereo f and the remaining  trustees elected by the ho lders
o f the Common Shares and Preferred Shares, shall constitute  the duly elected trustees o f the Fund.

(iv) Terms o f Office o f Certain Trustees to  Terminate  Upon Termination o f Vo ting  Period. Simultaneously with the
termination o f a Vo ting  Period, the terms o f o ffice  o f the additional trustees elected by the Ho lders o f the Preferred Shares
pursuant to  Section 2.6(b)(i) shall terminate , the remaining  trustees shall constitute  the trustees o f the Fund and the vo ting
rights o f the Ho lders o f Preferred Shares to  elect additional trustees pursuant to  Section 2.6(b)(i) shall cease, subject to  the
provisions o f the last sentence o f Section 2.6(b)(i).
(c) Ho lders o f MuniFund Term Preferred Shares to  Vo te on Certain Matters.

(i) Certain Amendments Requiring  Approval o f Municipal Term Shares. Except as o therwise permitted by the terms o f
this Statement, so  long  as any MuniFund Term Preferred Shares are  Outstanding , the Fund shall no t, without the affirmative
vo te o r consent o f the Ho lders o f at least a majo rity o f the MuniFund Term Preferred Shares o f all Series Outstanding  at the
time, vo ting  together as a separate  c lass, amend, alter o r repeal the provisions o f the Declaration, o r this Statement, whether
by merger, conso lidation o r o therwise, so  as to  materially and adversely affect any preference, right o r power o f such
MuniFund Term Preferred Shares o r the Ho lders thereo f; provided, however, that (i) an change in the capitalization o f the
Fund in acco rdance with Section 2.8 hereo f shall no t be considered to  materially and adversely affect the rights and
preferences o f the MuniFund Term Preferred Shares,
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and (ii) a division o f a MuniFund Term Preferred Share shall be deemed to  affect such preferences, rights o r powers only if
the terms o f such division materially and adversely affect the Ho lders o f the MuniFund Term Preferred Shares. Fo r purposes
o f the fo rego ing , no  matter shall be deemed to  adversely affect any preference, right o r power o f a MuniFund Term
Preferred Share o f such Series o r the Ho lder thereo f unless such matter (i) alters o r abo lishes any preferential right o f such
MuniFund Term Preferred Share, o r (ii) creates, alters o r abo lishes any right in respect o f redemption o f such MuniFund
Term Preferred Share (o ther than as a result o f a division o f a MuniFund Term Preferred Share). So  long  as any MuniFund
Term Preferred Shares are  Outstanding , the Fund shall no t, without the affirmative vo te  o r consent o f at least 66 /3% of the
Holders o f the MuniFund Term Preferred Shares Outstanding  at the time, vo ting  as a separate  c lass, file  a vo luntary
application fo r re lief under Federal bankruptcy law o r any similar application under state  law fo r so  long  as the Fund is so lvent
and does no t fo resee becoming  inso lvent.

(ii) 1940 Act Matters. Unless a higher percentage is provided fo r in the Declaration, the affirmative vo te  o f the Ho lders
o f at least “a majo rity o f the outstanding  shares o f Preferred Stock,” including  MuniFund Term Preferred Shares Outstanding
at the time, vo ting  as a separate  c lass, shall be required (A) to  approve any conversion o f the Fund from a closed-end to  an
open-end investment company, (B) to  approve any plan o f reo rganization (as such term is used in the 1940 Act) adversely
affecting  such shares, o r (C) to  approve any o ther action requiring  a vo te  o f security ho lders o f the Fund under
Section 13(a) o f the 1940 Act. Fo r purposes o f the fo rego ing , the vo te  o f a “majo rity o f the outstanding  shares o f
Preferred Stock” means the vo te  at an annual o r special meeting  duly called o f (i) sixty-seven (67%) o r more o f such shares
present at a meeting , if the Ho lders o f more than fifty percent (50%) o f such shares are  present o r represented by proxy at
such meeting , o r (ii) more than fifty percent (50%) o f such shares, whichever is less.

(iii) Certain Amendments Requiring  Approval o f Specific  Series o f MuniFund Term Preferred Shares. Except as
o therwise permitted by the terms o f this Statement, so  long  as any MuniFund Term Preferred Shares o f a Series are
Outstanding , the Fund shall no t, without the affirmative vo te  o r consent o f the Ho lders o f at least a majo rity o f the MuniFund
Term Preferred Shares o f such Series, Outstanding  at the time, vo ting  as a separate  c lass, amend, alter o r repeal the
provisions o f the Appendix relating  to  such Series, whether by merger, conso lidation o r o therwise, so  as to  materially and
adversely affect any preference, right o r power set fo rth in such Appendix o f the MuniFund Term Preferred Shares o f such
Series o r the Ho lders thereo f; provided, however, that (i) an change in the capitalization o f the Fund in acco rdance with
Section 2.8 hereo f shall no t be considered to  materially and adversely affect the rights and preferences o f the MuniFund
Term Preferred Shares o f such Series, and (ii) a division o f a MuniFund Term Preferred Share shall be deemed to  affect such
preferences, rights o r powers only if the terms o f such division materially and adversely affect the Ho lders o f the MuniFund
Term Preferred Shares o f such Series; and provided, further, that no  amendment, alteration o r repeal o f the obligation o f the
Fund to  (x) pay the Term Redemption Price on the Term Redemption Date fo r a Series, o r (y) accumulate  dividends at the
Dividend Rate  (as set fo rth in this Statement and the applicable  Appendix hereto ) fo r a Series shall be effected without, in
each case, the prio r unanimous vo te  o r consent o f the Ho lders o f such Series o f MuniFund Term Preferred Shares. Fo r
purposes o f the fo rego ing , no  matter shall be deemed to  adversely affect any preference, right o r power o f a MuniFund
Term Preferred Share o f a Series o r the Ho lder thereo f unless such matter (i) alters o r abo lishes any preferential right o f
such MuniFund Term Preferred Share, o r (ii) creates, alters o r abo lishes any right in respect o f redemption o f such MuniFund
Term Preferred Share.
(d) Vo ting  Rights Set Fo rth Herein Are So le  Vo ting  Rights. Unless o therwise required by law o r the Declaration, the Ho lders

o f MuniFund Term Preferred Shares shall no t have any relative rights o r preferences o r o ther special rights with respect to  vo ting
o ther than those specifically set fo rth in this Section 2.6.

(e) No  Cumulative Vo ting . The Ho lders o f MuniFund Term Preferred Shares shall have no  rights to  cumulative vo ting .
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(f) Vo ting  fo r Trustees So le  Remedy fo r Fund’s Failure  to  Declare  o r Pay Dividends. In the event that the Fund fails to
declare  o r pay any dividends on any Series o f MuniFund Term Preferred Shares on the Dividend Payment Date therefo r, the
exclusive remedy o f the Ho lders o f the MuniFund Term Preferred Shares shall be the right to  vo te  fo r trustees pursuant to  the
provisions o f this Section 2.6. No thing  in this Section 2.6(f) shall be deemed to  affect the obligation o f the Fund to  accumulate
and, if permitted by applicable  law, the Declaration and this Statement, pay dividends at the Default Rate  in the circumstances
contemplated by Section 2.2(h) hereo f.

(g ) Ho lders Entitled to  Vo te. Fo r purposes o f determining  any rights o f the Ho lders o f MuniFund Term Preferred Shares to
vo te  on any matter, whether such right is created by this Statement, by the Declaration, by statute  o r o therwise, no  Ho lder o f
MuniFund Term Preferred Shares shall be entitled to  vo te  any MuniFund Term Preferred Share and no  MuniFund Term Preferred
Share shall be deemed to  be “Outstanding” fo r the purpose o f vo ting  o r determining  the number o f shares required to  constitute  a
quorum if, prio r to  o r concurrently with the time o f determination o f shares entitled to  vo te  o r the time o f the actual vo te  on the
matter, as the case may be, the requisite  No tice o f Redemption with respect to  such MuniFund Term Preferred Share shall have
been g iven in acco rdance with this Statement and Deposit Securities fo r the payment o f the Redemption Price o f such MuniFund
Term Preferred Share shall have been deposited in trust with the Redemption and Paying  Agent fo r that purpose. No  MuniFund
Term Preferred Share held by the Fund shall have any vo ting  rights o r be deemed to  be outstanding  fo r vo ting  o r fo r calculating
the vo ting  percentage required on any o ther matter o r o ther purposes.

2.7 Rating  Agency.

The Fund shall use commercially reasonable  effo rts to  cause at least one Rating  Agency to  issue a credit rating  with respect to
each Series o f MuniFund Term Preferred Shares fo r so  long  as such Series is Outstanding  (which credit rating  may consist o f a credit
rating  on the MuniFund Term Preferred Shares generally o r the Preferred Shares generally). The Fund shall use commercially
reasonable  effo rts to  comply with any applicable  Rating  Agency Guidelines. The Board o f Trustees may elect to  terminate  the
designation as a Rating  Agency o f any Rating  Agency previously designated by the Board o f Trustees to  act as a Rating  Agency fo r
purposes hereo f (provided that at least one Rating  Agency continues to  maintain a rating  with respect to  the MuniFund Term Preferred
Shares), and may elect to  replace any Rating  Agency previously designated as a Rating  Agency by the Board o f Trustees with any
o ther NRSRO permitted to  act as Rating  Agency as contemplated by the definition o f “Rating  Agency” and no t so  designated as a
Rating  Agency at such time, provided that such replacement shall no t occur unless such replacement Rating  Agency shall have at the
time o f such replacement (i) published a rating  fo r the MuniFund Term Preferred Shares o f such Series and (ii) entered into  an
agreement with the Fund to  continue to  publish such rating  subject to  the Rating  Agency’s customary conditions. The Rating  Agency
Guidelines o f any Rating  Agency may be amended by such Rating  Agency without the vo te , consent o r approval o f the Fund, the Board
of Trustees o r any Ho lder o f Preferred Shares, including  any MuniFund Term Preferred Shares, o r Common Shares.

2.8 Issuance o f Additional Preferred Shares.

So  long  as any MuniFund Term Preferred Shares are  Outstanding , the Fund may, without the vo te  o r consent o f the Ho lders
thereo f, autho rize, establish and create  and issue and sell shares o f one o r more series o f a c lass o f senio r securities o f the Fund
representing  stock under Section 18 o f the 1940 Act, ranking  on a parity with MuniFund Term Preferred Shares as to  the payment o f
dividends and the distribution o f assets upon disso lution, liquidation o r the winding  up o f the affairs o f the Fund, in addition to  then
Outstanding  Series o f MuniFund Term Preferred Shares, including  additional Series o f MuniFund Term Preferred Shares, and autho rize,
issue and sell additional shares o f any such series o f Preferred Shares then outstanding  o r so  established and created, including
additional MuniFund Term Preferred Shares o f any Series, in each case in acco rdance with applicable  law, provided that the Fund shall,
immediately after g iving  effect to  the issuance o f such additional Preferred Shares and to  its receipt and application o f the proceeds
thereo f, including  to  the
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redemption o f Preferred Shares with such proceeds, have Asset Coverage (calculated in the same manner as is contemplated by
Section 2.4 (b) hereo f) o f at least 225%.

2.9 Status o f Redeemed o r Repurchased MuniFund Term Preferred Shares.

MuniFund Term Preferred Shares that at any time have been redeemed o r purchased by the Fund shall, after such redemption o r
purchase, have the status o f autho rized but unissued Preferred Shares.

2.10 Distributions with respect to  Taxable  Allocations.

Ho lders o f shares o f each Series o f MuniFund Term Preferred Shares shall be entitled to  receive, when, as and if declared by the
Board o f Trustees, out o f funds legally available  therefo r, additional distributions payable  with respect to  Taxable  Allocations that are
paid with respect to  shares o f such Series in acco rdance with one o f the procedures set fo rth in clauses (a) through (c) o f this
Section 2.10:

(a) The Fund may provide no tice to  the Redemption and Paying  Agent prio r to  the commencement o f any Dividend Period
fo r a Series o f MuniFund Term Preferred Shares o f the amount o f a Taxable  Allocation that will be made in respect o f shares o f
such Series fo r such Dividend Period (a “Notice o f Taxable  Allocation”). Such No tice o f Taxable  Allocation will state  the amount
o f the dividends payable  in respect o f each share o f the applicable  Series fo r such Dividend Period that will be treated as a
Taxable Allocation and the amount o f any Additional Amount Payments to  be paid in respect o f such Taxable  Allocation. If the
Fund provides a No tice o f Taxable  Allocation with respect to  dividends payable  on shares o f a Series o f MuniFund Term
Preferred Shares fo r a Dividend Period, the Fund shall, in addition to  and in conjunction with the payment o f such dividends, make a
supplemental distribution in respect o f each share o f such Series fo r such Dividend Period o f an additional amount equal to  the
Additional Amount Payment payable  in respect o f the Taxable  Allocation paid on such share fo r such Dividend Period.

(b) If the Fund does no t provide a No tice o f Taxable  Allocation as provided in Section 2.10(a) with respect to  a Taxable
Allocation that is made in respect o f shares o f a Series o f MuniFund Term Preferred Shares, the Fund may make one o r more
supplemental distributions on shares o f such Series equal to  the amount o f such Taxable  Allocation. Any such supplemental
distribution in respect o f shares o f a Series may be declared and paid on any date , without reference to  any regular Dividend
Payment Date, to  the Ho lders o f shares o f such Series as their names appear on the reg istration books o f the Fund on such date ,
no t exceeding  fifteen (15) calendar days preceding  the payment date  o f such supplemental distribution, as may be fixed by the
Board o f Trustees.

(c) If in connection with a redemption o f MTP Shares, the Fund makes a Taxable  Allocation without having  either g iven
advance no tice thereo f pursuant to  Section 2.10(a) o r made one o r more supplemental distributions pursuant to  Section 2.10(b),
the Fund shall direct the Redemption and Paying  Agent to  send an Additional Amount Payment in respect o f such Taxable
Allocation to  each Ho lder o f such shares at such Ho lder’s address as the same appears o r last appeared on the reco rd books o f
the Fund.

(d) The Fund shall no t be required to  pay Additional Amount Payments with respect to  shares o f any Series o f MuniFund
Term Preferred Shares with respect to  any net capital gains o r o ther taxable  income determined by the Internal Revenue Service
to  be allocable  in a manner different from the manner used by the Fund.

2.11 Term Redemption Liquidity Account and Liquidity Requirement.
(a) On o r prio r to  the Liquidity Account Initial Date  with respect to  any Series o f MuniFund Term Preferred Shares, the Fund

shall cause the Custodian to  seg regate , by means o f appropriate  identification on its books and reco rds o r o therwise in
acco rdance with the Custodian’s no rmal procedures, from the o ther assets o f the Fund (the “Term Redemption Liquidity
Account”) Liquidity Account Investments with a Market Value equal to  at least One Hundred and Ten Percent (110%) o f the Term
Redemption Amount with
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respect to  such Series. The “Term Redemption Amount” fo r any Series o f MuniFund Term Preferred Shares shall be equal to  the
Redemption Price to  be paid on the Term Redemption Date fo r such Series, based on the number o f shares o f such Series then
Outstanding , assuming  fo r this purpose that the Dividend Rate  fo r such Series in effect at the time o f the creation o f the Term
Redemption Liquidity Account fo r such Series will be the Dividend Rate  in effect fo r such Series until the Term Redemption Date
fo r such Series. If, on any date  after the Liquidity Account Initial Date , the aggregate  Market Value o f the Liquidity Account
Investments included in the Term Redemption Liquidity Account fo r a Series o f MuniFund Term Preferred Shares as o f the close
o f business on any Business Day is less than One Hundred and Ten Percent (110%) o f the Term Redemption Amount with respect
to  such Series, then the Fund shall cause the Custodian and the Adviser to  take all such necessary actions, including  seg regating
additional assets o f the Fund as Liquidity Account Investments, so  that the aggregate  Market Value o f the Liquidity Account
Investments included in the Term Redemption Liquidity Account fo r such Series is at least equal to  One Hundred and Ten Percent
(110%) o f the Term Redemption Amount with respect to  such Series no t later than the close o f business on the next succeeding
Business Day. With respect to  assets o f the Fund seg regated as Liquidity Account Investments with respect to  a Series o f
MuniFund Term Preferred Shares, the Adviser, on behalf o f the Fund, shall be entitled to  instruct the Custodian on any date  to
release any Liquidity Account Investments from such seg regation and to  substitute  therefo r o ther Liquidity Account Investments,
so  long  as (i) the assets o f the Fund seg regated as Liquidity Account Investments at the close o f business on such date  have a
Market Value equal to  One Hundred and Ten Percent (110%) o f the Term Redemption Amount with respect to  such Series and
(ii) the assets o f the Fund designated and seg regated as Deposit Securities at the close o f business on such date  have a Market
Value equal to  the Liquidity Requirement (if any) determined in acco rdance with Section 2.11(b) below with respect to  such Series
fo r such date . The Fund shall cause the Custodian no t to  permit any lien, security interest o r encumbrance to  be created o r
permitted to  exist on o r in respect o f any Liquidity Account Investments included in the Term Redemption Liquidity Account fo r
any Series o f MuniFund Term Preferred Shares, o ther than liens, security interests o r encumbrances arising  by operation o f law
and any lien o f the Custodian with respect to  the payment o f its fees o r repayment fo r its advances.

(b) The Market Value o f the Deposit Securities held in the Term Redemption Liquidity Account fo r a Series o f MuniFund
Term Preferred Shares, from and after the 15th day o f the calendar month that is the number o f months preceding  the month o f
the Term Redemption Date fo r such Series specified in the table  set fo rth below, shall no t be less than the percentage o f the
Term Redemption Amount fo r such Series set fo rth below opposite  such number o f months (the “Liquidity Requirement”), but in
all cases subject to  the cure provisions o f Section 2.11(c) below:

 

Numbe r of Months
Pre c e ding:   

Value  of De pos it
S e c uritie s  as  Pe rc e ntage

of T e rm Re de mption
Amount

5   20%
4   40%
3   60%
2   80%
1   100%

(c) If the aggregate  Market Value o f the Deposit Securities included in the Term Redemption Liquidity Account fo r a Series
o f MuniFund Term Preferred Shares as o f the close o f business on any Business Day is less than the Liquidity Requirement in
respect o f such Series fo r such Business Day, then the Fund shall cause the seg regation o f additional o r substitute  Deposit
Securities in respect o f the Term Redemption Liquidity Account fo r such Series, so  that the aggregate  Market Value o f the
Deposit Securities included in the Term Redemption Liquidity Account fo r such Series is at least equal to  the Liquidity
Requirement fo r such Series no t later than the close o f business on the next succeeding  Business Day.

(d) The Deposit Securities included in the Term Redemption Liquidity Account fo r a Series o f MuniFund Term Preferred
Shares may be applied by the Fund, in its discretion, towards payment o f the
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Term Redemption Price fo r such Series as contemplated by Section 2.5(d). Upon the deposit by the Fund with the Redemption
and Paying  Agent o f Deposit Securities having  an initial combined Market Value suffic ient to  effect the redemption o f the
MuniFund Term Preferred Shares o f a Series on the Term Redemption Date fo r such Series in acco rdance with Section 2.5(d)(ii),
the requirement o f the Fund to  maintain the Term Redemption Liquidity Account as contemplated by this Section 2.11 shall lapse
and be o f no  further fo rce and effect.

2.12 Global Certificate .

Prio r to  the commencement o f a Vo ting  Period, (i) all shares o f any Series o f MuniFund Term Preferred Shares Outstanding  from
time to  time shall be represented by one g lobal certificate  fo r such Series reg istered in the name o f the Securities Deposito ry o r its
nominee and (ii) no  reg istration o f transfer o f shares o f such Series o f MuniFund Term Preferred Shares shall be made on the books o f
the Fund to  any Person o ther than the Securities Deposito ry o r its nominee. The fo rego ing  restric tion on reg istration o f transfer shall be
conspicuously no ted on the face o r back o f the g lobal certificates.

2.13 No tice.

All no tices o r communications hereunder, unless o therwise specified in this Statement, shall be suffic iently g iven if in writing  and
delivered in person, by te lecopier, by Electronic  Means o r by overnight mail o r delivery o r mailed by first-class mail, postage prepaid.
No tices delivered pursuant to  this Section 2.13 shall be deemed g iven on the date  received o r, if mailed by first c lass mail, the date
five (5)  calendar days after which such no tice is mailed.

2.14  Termination.

In the event that no  shares o f a Series o f MuniFund Term Preferred Shares are  Outstanding , all rights and preferences o f the shares
o f such Series established and designated hereunder shall cease and terminate , and all obligations o f the Fund under this Statement with
respect to  such Series shall terminate .

2.15 Appendices.

The designation o f each Series o f MuniFund Term Preferred Shares shall be set fo rth in an Appendix to  this Statement. The Board
of Trustees may, by reso lution duly adopted, without shareho lder approval (except as o therwise provided by this Statement o r
required by applicable  law) (1) amend the Appendix to  this Statement relating  to  a Series so  as to  reflect any amendments to  the terms
applicable  to  such Series including  an increase in the number o f autho rized shares o f such Series and (2) add additional Series o f
MuniFund Term Preferred Shares by including  a new Appendix to  this Statement relating  to  such Series.

2.16 Actions on Other than Business Days.

Unless o therwise provided herein, if the date  fo r making  any payment, perfo rming  any act o r exercising  any right, in each case as
provided fo r in this Statement, is no t a Business Day, such payment shall be made, act perfo rmed o r right exercised on the next
succeeding  Business Day, with the same fo rce and effect as if made o r done on the nominal date  provided therefo r, and, with respect
to  any payment so  made, no  dividends, interest o r o ther amount shall accrue fo r the period between such nominal date  and the date  o f
payment.

2.17 Modification.

The Board o f Trustees, without the vo te  o f the Ho lders o f MuniFund Term Preferred Shares, may interpret, supplement o r amend
the provisions o f this Statement o r any Appendix hereto  to  supply any omission, reso lve any inconsistency o r ambiguity o r to  cure,
co rrect o r supplement any defective o r inconsistent provision,
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including  any provision that becomes defective after the date  hereo f because o f impossibility o f perfo rmance o r any provision that is
inconsistent with any provision o f any o ther Preferred Shares o f the Fund.

2.18 No  Additional Rights.

Unless o therwise required by law o r the Declaration, the Ho lders o f MuniFund Term Preferred Shares shall no t have any relative
rights o r preferences o r o ther special rights o ther than those specifically set fo rth in this Statement.

[Signature Page Beg ins on the Fo llowing  Page]
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IN WITNESS WHEREOF, Nuveen New York Dividend Advantage Municipal Fund has caused this Statement to  be signed on
December 16, 2009 in its name and on its behalf by a duly autho rized o fficer. The Declaration is on file  with the Secretary o f State  o f
the Commonwealth o f Massachusetts, and the said o fficer o f the Fund has executed this Statement as an o fficer and no t individually,
and the obligations and rights set fo rth in this Statement are  no t binding  upon any such o fficer, o r the trustees o f the Fund o r
shareho lders o f the Fund, individually, but are  binding  only upon the assets and property o f the Fund.
 

NUVEEN NEW YORK DIVIDEND ADVANTAGE
MUNICIPAL FUND

By:    /s/    Kevin J. McCarthy
 Name: Kevin J. McCarthy
 Title : Vice President and Secretary

 
 
 

[Signature Page to  the Statement Establishing  and Fixing  the Rights and Preferences o f MuniFund Term Preferred Shares]
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APPENDIX A

NUVEEN NEW YORK DIVIDEND ADVANTAGE MUNICIPALFUND

MUNIFUND TERM PREFERRED SHARES, 2.70% SERIES 2015

Preliminary Statement and Inco rporation By Reference

This Appendix establishes a Series o f MuniFund Term Preferred Shares o f Nuveen New York Dividend Advantage Municipal
Fund. Except as set fo rth below, this Appendix inco rporates by reference the terms set fo rth with respect to  all Series o f such
MuniFund Term Preferred Shares in that “Statement Establishing  and Fixing  the Rights and Preferences o f MuniFund Term Preferred
Shares” dated December 16, 2009 (the “MTP Statement”). This Appendix has been adopted by reso lution o f the Board o f Trustees o f
Nuveen New York Dividend Advantage Municipal Fund. Capitalized terms used herein but no t defined herein have the respective
meanings therefo r set fo rth in the MTP Statement.

Section 1. Designation as to  Series.

MuniFund Term Preferred Shares, 2.70% Series 2015: A series o f Three Million Twenty-Five Thousand (3,025,000) Preferred
Shares classified as MuniFund Term Preferred Shares is hereby designated as the “MuniFund Term Preferred Shares, 2.70% Series
2015” (the “Series 2015 MTP Shares”). Each share o f such Series shall have such preferences, vo ting  powers, restric tions, limitations
as to  dividends and distributions, qualifications and terms and conditions o f redemption, in addition to  those required by applicable  law
and those that are  expressly set fo rth in the Declaration and the MTP Statement (except as the MTP Statement may be expressly
modified by this Appendix), as are  set fo rth in this Appendix A. The Series 2015 MTP Shares shall constitute  a separate  series o f
Preferred Shares and o f the MuniFund Term Preferred Shares and each Series 2015 MTP Share shall be identical. The fo llowing  terms
and conditions shall apply so lely to  the Series 2015 MTP Shares:

Section 2. Number o f Authorized Shares o f Series.

The number o f autho rized shares is Three Million Twenty-Five Thousand (3,025,000).

Section 3. Date  o f Orig inal Issue with respect to  Series.

The Date o f Orig inal Issue is December 21, 2009.

Section 4 . Fixed Dividend Rate  Applicable  to  Series.

The Fixed Dividend Rate  is 2.70%.

Section 5. Liquidation Preference Applicable  to  Series.

The Liquidation Preference is $10.00 per share.

Section 6. Term Redemption Date Applicable  to  Series.

The Term Redemption Date is January 1, 2015.

Section 7. Dividend Payment Dates Applicable  to  Series.

The Dividend Payment Dates are  the first Business Day o f the month next fo llowing  each Dividend Period except that any dividend
paid with respect to  any Dividend Period consisting  o f the month o f December in any year shall be paid on the last Business Day o f such
December.
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Section 8. Non-Call Period Applicable  to  Series.

The Non-Call Period is the period beg inning  on the Date o f Orig inal o f Issue and ending  at the close o f business on December 31,
2010.

Section 9. Liquidity Account Initial Date  Applicable  to  Series.

The Liquidity Account Initial Date  is July 1, 2014 .

Section 10. Exceptions to  Certain Definitions Applicable  to  the Series.

The fo llowing  definitions contained under the heading  “Definitions” in the MTP Statement are  hereby amended as fo llows:
Not applicable .

Section 11. Additional Definitions Applicable  to  the Series.

The fo llowing  terms shall have the fo llowing  meanings (with terms defined in the singular having  comparable  meanings when used
in the plural and vice versa), unless the context o therwise requires:

“Dividend Period” means, with respect to  each Series 2015 MTP Share, in the case o f the first Dividend Period, the period
beg inning  on the Date o f Orig inal Issue fo r such Series and ending  on and including  January 31, 2010 and fo r each subsequent Dividend
Period, the period beg inning  on and including  the first calendar day o f the month fo llowing  the month in which the previous Dividend
Period ended and ending  on and including  the last calendar day o f such month.

“Optional Redemption Premium” means with respect to  each Series 2015 MTP Share an amount equal to :
(A) if the Optional Redemption Date fo r the Series 2015 MTP Share does no t occur during  a Rating  Downgrade Period but occurs

on o r after January 1, 2011 and prio r to  July 1, 2011, 1.00% of the Liquidation Preference fo r such Series 2015 MTP Share;

(B) if the Optional Redemption Date fo r the Series 2015 MTP Share does no t occur during  a Rating  Downgrade Period but occurs
on a date  that is on o r after July 1, 2011, and prio r to  January 1, 2012, 0.5% o f the Liquidation Preference fo r such Series 2015 MTP
Share; o r

(C) if the Optional Redemption Date fo r the Series 2015 MTP Share either occurs during  a Rating  Downgrade Period o r occurs on
a date  that is on o r after January 1, 2012, 0.00% of the Liquidation Preference fo r such Series 2015 MTP Share.

Section 12. Amendments to  Terms o f MuniFund Term Preferred Shares Applicable  to  the Series.

The fo llowing  provisions contained under the heading  “Terms o f the MuniFund Term Preferred Shares” in the MTP Statement are
hereby amended as fo llows:

Not applicable .

Section 13. Additional Terms and Provisions Applicable  to  the Series.

The fo llowing  provisions shall be inco rporated into  and be deemed part o f the MTP Statement:
No twithstanding  anything  in Section 2.2(g ) o f the MTP Statement to  the contrary, dividends on the Series 2015 MTP Shares fo r

the first Dividend Period fo r such Series shall be paid to  Ho lders o f shares o f such Series as their names appear on the reg istration
books o f the Fund at the close o f business on January 15, 2010.
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IN WITNESS WHEREOF, Nuveen New York Dividend Advantage Municipal Fund has caused this Appendix to  be signed on
December 16, 2009 in its name and on its behalf by a duly autho rized o fficer. The Declaration and the MTP Statement are  on file  with
the Secretary o f State  o f the Commonwealth o f Massachusetts, and the said o fficer o f the Fund has executed this Appendix as an
officer and no t individually, and the obligations and rights set fo rth in this Appendix are  no t binding  upon any such o fficer, o r the
trustees o f the Fund o r shareho lders o f the Fund, individually, but are  binding  only upon the assets and property o f the Fund.
 

NUVEEN NEW YORK DIVIDEND ADVANTAGE
MUNICIPAL FUND

By:  /S/    KEVIN J. MCCARTHY        
 Name: Kevin J. McCarthy
 Title : Vice President and Secretary

[Signature Page to  the Appendix Establishing  and Fixing  the Rights and Preferences o f MuniFund Term Preferred Shares]
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APPENDIX B

Ratings o f Investments

Standard & Poor’s Corporation—A brief description o f the applicable  Standard & Poor’s Financial Services LLC, a subsidiary o f
The McGraw-Hill Companies (“Standard & Poor’s” o r “S&P”), rating  symbols and their meanings (as published by S&P) fo llows:

A Standard & Poor’s issue credit rating  is a current opinion o f the creditworthiness o f an obligo r with respect to  a specific  financial
obligation, a specific  c lass o f financial obligations, o r a specific  financial prog ram (including  ratings on medium term no te  prog rams
and commercial paper prog rams). It takes into  consideration the creditworthiness o f guaranto rs, insurers, o r o ther fo rms o f credit
enhancement on the obligation and takes into  account the currency in which the obligation is denominated. The issue credit rating  is no t
a recommendation to  purchase, sell, o r ho ld a financial obligation, inasmuch as it does no t comment as to  market price o r suitability fo r
a particular investo r.

Issue credit ratings are  based on current info rmation furnished by the obligo rs o r obtained by Standard & Poor’s from o ther
sources it considers reliable . Standard & Poor’s does no t perfo rm an audit in connection with any credit rating  and may, on occasion,
rely on unaudited financial info rmation. Credit ratings may be changed, suspended, o r withdrawn as a result o f changes in, o r
unavailability o f, such info rmation, o r based on o ther c ircumstances.

Issue credit ratings can be either long-term o r sho rt-term. Short-term ratings are  generally assigned to  those obligations
considered sho rt-term in the relevant market. In the U.S., fo r example, that means obligations with an o rig inal maturity o f no  more than
365 days—including  commercial paper.

Short-term ratings are  also  used to  indicate  the creditworthiness o f an obligo r with respect to  put features on long-term
obligations. The result is a dual rating , in which the sho rt-term rating  addresses the put feature , in addition to  the usual long-term rating .
Medium-term no tes are  assigned long-term ratings.

LONG- TERM ISSUE CREDIT RATINGS
Issue credit ratings are  based in varying  deg rees, on the fo llowing  considerations:

1. Likelihood o f payment—capacity and willingness o f the obligo r to  meet its financial commitment on an obligation in
acco rdance with the terms o f the obligation;

2. Nature o f and provisions o f the obligation; and
3. Pro tection affo rded by, and relative position o f, the obligation in the event o f bankruptcy, reo rganization, o r o ther

arrangement under the laws o f bankruptcy and o ther laws affecting  credito rs’ rights.

The issue ratings definitions are  expressed in terms o f default risk. As such, they pertain to  senio r obligations o f an entity. Junio r
obligations are  typically rated lower than senio r obligations, to  reflect the lower prio rity in bankruptcy, as no ted above. (Such
differentration applies when an entity has bo th senio r and subordinated obligations, secured and unsecured obligations, o r operating
company and ho lding  company obligations.) According ly, in the case o f junio r debt, the rating  may no t confo rm exactly with the
category definition.

AAA
An obligation rated ‘AAA’ has the highest rating  assigned by Standard & Poor’s. The obligo r’s capacity to  meet its financial

commitment on the obligation is extremely strong .
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AA
An obligation rated ‘AA’ differs from the highest-rated obligations only in small deg ree. The obligo r’s capacity to  meet its

financial commitment on the obligation is very strong .

A
An obligation rated ‘A’ is somewhat more susceptible  to  the adverse effects o f changes in circumstances and economic

conditions than obligations in higher-rated categories. However, the obligo r’s capacity to  meet its financial commitment on the
obligation is still strong .

BBB
An obligation rated ‘BBB’ exhibits adequate  pro tection parameters. However, adverse economic conditions o r chang ing

circumstances are  more likely to  lead to  a weakened capacity o f the obligo r to  meet its financial commitment on the obligation.

BB, B, CCC, CC, and C
Obligations rated ‘BB’, ‘B’, ‘CCC’, ‘CC’, and ‘C’ are  regarded as having  significant speculative characteristics. ‘BB’ indicates the

least deg ree o f speculation and ‘C’ the highest. While  such obligations will likely have some quality and pro tective characteristics,
these may be outweighed by large uncertainties o r majo r exposures to  adverse conditions.

BB
An obligation rated ‘BB’ is less vulnerable  to  nonpayment than o ther speculative issues. However, it faces majo r ongo ing

uncertainties o r exposure to  adverse business, financial, o r economic conditions, which could lead to  the obligo r’s inadequate  capacity
to  meet its financial commitment on the obligation.

B
An obligation rated ‘B’ is more vulnerable  to  nonpayment than obligations rated ‘BB’, but the obligo r currently has the capacity to

meet its financial commitment on the obligation. Adverse business, financial, o r economic conditions will likely impair the obligo r’s
capacity o r willingness to  meet its financial commitment on the obligation.

CCC
An obligation rated ‘CCC’ is currently vulnerable  to  nonpayment and is dependent upon favorable  business, financial, and

economic conditions fo r the obligo r to  meet its financial commitment on the obligation. In the event o f adverse business, financial, o r
economic conditions, the obligo r is no t likely to  have the capacity to  meet its financial commitment on the obligation.

CC
An obligation rated ‘CC’ is currently highly vulnerable  to  nonpayment.

C
A Subordinated debt o r preferred stock obligation rated ‘C’ is CURRENTLY HIGHLY VULNERABLE to  nonpayment. The ‘C’

rating  may be used to  cover a situation where a bankruptcy petition has been filed o r similar action has been taken, but payments on this
obligation are  being  continued. A ‘C’ also  will be assigned to  a preferred stock issue in arreas on dividends o r sinking  fund payments,
but that is currently paying .
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D
An obligation rated ‘D’ is in payment default. The ‘D’ rating  category is used when payments on an obligation are  no t made on the

date  due even if the applicable  g race period has no t expired, unless Standard & Poor’s believes that such payments will be made during
such g race period. The ‘D’ rating  also  will be used upon the filing  o f a bankruptcy petition o r the taking  o f a similar action if payments
on an obligation are  jeopardized.

Plus (+) o r minus (-). The ratings from ‘AA’ to  ‘CCC’ may be modified by the addition o f a plus o r minus sign to  show relative
standing  within the majo r rating  categories.

r
This symbol is attached to  the ratings o f instruments with significant noncredit risks. It highlights risks to  principal o r vo latility o f

expected returns which are  no t addressed in the credit rating .

N.R.
This indicates that no  rating  has been requested, that there  is insuffic ient info rmation on which to  base a rating , o r that Standard &

Poor’s does no t rate  a particular obligation as a matter o f po licy.

Short-Term Issue Credit Ratings
A-1
A short-term obligation rated ‘A-1’ is rated in the highest category by Standard & Poor’s. The obligo r’s capacity to  meet its

financial commitment on the obligation is strong . Within this category, certain obligations are  designated with a plus sign (+). This
indicates that the obligo r’s capacity to  meet its financial commitment on these obligations is extremely strong .

A-2
A short-term obligation rated ‘A-2’ is somewhat more susceptible  to  the adverse effects o f changes in circumstances and

economic conditions than obligations in higher rating  categories. However, the obligo r’s capacity to  meet its financial commitment on
the obligation is satisfacto ry.

A-3
A short-term obligation rated ‘A-3’ exhibits adequate  pro tection parameters. However, adverse economic conditions o r chang ing

circumstances are  more likely to  lead to  a weakened capacity o f the obligo r to  meet its financial commitment on the obligation.

B
A short-term obligation rated ‘B’ is regarded as having  significant speculative characteristics. The obligo r currently has the

capacity to  meet its financial commitment on the obligation; however, it faces majo r ongo ing  uncertainties which could lead to  the
obligo r’s inadequate  capacity to  meet its financial commitment on the obligation.

C
A short-term obligation rated ‘C’ is currently vulnerable  to  nonpayment and is dependent upon favorable  business, financial, and

economic conditions fo r the obligo r to  meet its financial commitment on the obligation.

D
A short-term obligation rated ‘D’ is in payment default. The ‘D’ rating  category is used when payments on an obligation are  no t

made on the date  due even if the applicable  g race period has no t expired, unless Standard & Poor’s believes that such payments will be
made during  such g race period. The ‘D’ rating  also  will be used upon the filing  o f a bankruptcy petition o r the taking  o f a similar action if
payments on an obligation are  jeopardized.
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Moody’s Investo rs Service, Inc.—A brief description o f the applicable  Moody’s Investo rs Service, Inc. (“Moody’s”) rating
symbols and their meanings (as published by Moody’s) fo llows:

Municipal Bonds
Aaa
Bonds that are  rated ‘Aaa’ are  judged to  be o f the best quality. They carry the smallest deg ree o f investment risk and are  generally

referred to  as “g ilt edged.” Interest payments are  pro tected by a large o r by an exceptionally stable  marg in and principal is secure.
While  the various pro tective elements are  likely to  change, such changes as can be visualized are  most unlikely to  impair the
fundamentally strong  position o f such issues.

Aa
Bonds that are  rated ‘Aa’ are  judged to  be o f high quality by all standards. Together with the ‘Aaa’ g roup they comprise  what are

generally known as high g rade bonds. They are  rated lower than the best bonds because marg ins o f pro tection may no t be as large as in
‘Aaa’ securities o r fluctuation o f pro tective elements may be o f g reater amplitude o r there  may be o ther e lements present that make
the long-term risks appear somewhat larger than in ‘Aaa’ securities.

A
Bonds that are  rated ‘A’ possess many favorable  investment attributes and are  to  be considered as upper medium g rade

obligations. Facto rs g iving  security to  principal and interest are  considered adequate , but e lements may be present that suggest a
susceptibility to  impairment sometime in the future .

Baa
Bonds that are  rated ‘Baa’ are  considered as medium g rade obligations, i.e., they are  neither highly pro tected no r poorly secured.

Interest payments and principal security appear adequate  fo r the present but certain pro tective elements may be lacking  o r may be
characteristically unreliable  over any g reat leng th o f time. Such bonds lack outstanding  investment characteristics and in fact have
speculative characteristics as well.

Ba
Bonds that are  rated ‘Ba’ are  judged to  have speculative elements; their future  canno t be considered as well assured. Often the

pro tection o f interest and principal payments may be very moderate  and thereby no t well safeguarded during  bo th good and bad times
over the future . Uncertainty o f position characterizes bonds in this c lass.

B
Bonds that are  rated ‘B’ generally lack characteristics o f the desirable  investment. Assurance o f interest and principal payments o r

o f maintenance o f o ther terms o f the contract over any long  period o f time may be small.

Caa
Bonds that are  rated ‘Caa’ are  o f poor standing . Such issues may be in default o r there  may be present e lements o f danger with

respect to  principal o r interest.

Ca
Bonds that are  rated ‘Ca’ represent obligations that are  speculative in a high deg ree. Such issues are  o ften in default o r have o ther

marked sho rtcomings.
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C
Bonds that are  rated ‘C’ are  the lowest rated class o f bonds, and issues so  rated can be regarded as having  extremely poor

prospects o f ever attaining  any real investment standing .

#(hatchmark): Represents issues that are  secured by escrowed funds held in cash, held in trust, invested and reinvested in direct,
non-callable , non-prepayable  United States government obligations o r non-callable , non-prepayable  obligations unconditionally
guaranteed by the U.S. Government, Reso lution Funding  Corporation debt obligations.

Con. (...): Bonds fo r which the security depends upon the completion o f some act o r the fulfillment o f some condition are  rated
conditionally. These are  bonds secured by (a) earnings o f pro jects under construction, (b) earnings o f pro jects unseasoned in
operation experience, (c) rentals that beg in when facilities are  completed, o r (d) payments to  which some o ther limiting  condition
attaches. The parenthetical rating  deno tes probable  credit stature  upon completion o f construction o r e limination o f the basis o f the
condition.

(P) : When applied to  fo rward delivery bonds, indicates the rating  is provisional pending  delivery o f the bonds. The rating  may be
revised prio r to  delivery if changes occur in the legal documents o r the underlying  credit quality o f the bonds.

No te: Moody’s applies numerical modifiers 1, 2 and 3 in each generic  rating  classification from Aa through Caa. The modifier 1
indicates that the issue ranks in the higher end o f its generic  rating  category; the modifier 2 indicates a mid-range ranking ; and the
modifier 3 indicates that the issue ranks in the lower end o f its generic  rating  category.

Short-Term Loans
MIG 1/VMIG 1
This designation deno tes superio r credit quality. Excellent pro tection is affo rded by established cash flows, highly reliable

liquidity support, o r demonstrated broad-based access to  the market fo r refinancing .

MIG 2/VMIG 2
This designation deno tes strong  credit quality. Marg ins o f pro tection are  ample, although no t as large as in the preceding  g roup.

MIG 3/VMIG 3
This designation deno tes acceptable  credit quality. Liquidity and cash-flow pro tection may be narrow, and market access fo r

refinancing  is likely to  be less well-established.

SG
This designation deno tes speculative-g rade credit quality. Debt instruments in this category may lack suffic ient marg ins o f

pro tection.

Commercial Paper
Issuers (o r supporting  institutions) rated Prime-1 have a superio r ability fo r repayment o f senio r sho rt-term debt obligations.

Prime-1 repayment ability will no rmally be evidenced by the fo llowing  characteristics:
 

 •  Leading  market positions in well-established industries.
 

 •  High rates o f re turn on funds employed.
 

 •  Conservative capitalization structures with moderate  reliance on debt and ample asset pro tection.
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 •  Broad marg ins in earnings coverage o f fixed financial charges and high internal cash generation.
 

 •  Well-established access to  a range o f financial markets and assured sources o f alternate  liquidity.

Issuers (o r supporting  institutions) rated Prime-2 have a strong  ability fo r repayment o f senio r sho rt-term debt obligations. This
will no rmally be evidenced by many o f the characteristics c ited above but to  a lesser deg ree. Earnings trends and coverage ratio s,
while  sound, may be more subject to  variation than is the case fo r Prime-2 securities. Capitalization characteristics, while  still
appropriate , may be more affected by external conditions. Ample alternate  liquidity is maintained.

Issuers (o r supporting  institutions) rated Prime-3 have an acceptable  ability fo r repayment o f senio r sho rt-term debt obligations.
The effect o f industry characteristics and market composition may be more pronounced. Variability in earnings and pro fitability may
result in changes in the level o f debt pro tection measurements and the requirement fo r re latively high financial leverage. Adequate
alternate  liquidity is maintained.

Issuers rated No t Prime do  no t fall within any o f the Prime rating  categories.

Fitch Ratings, Inc.—A brief description o f the applicable  Fitch Ratings, Inc. (“Fitch”) ratings symbols and meanings (as published
by Fitch) fo llows:

Long-Term Credit Ratings
Investment Grade
AAA
Highest credit quality. ‘AAA’ ratings deno te the lowest expectation o f credit risk. They are  assigned only in case o f exceptionally

strong  capacity fo r timely payment o f financial commitments. This capacity is highly unlikely to  be adversely affected by fo reseeable
events.

AA
Very high credit quality. ‘AA’ ratings deno te a very low expectation o f credit risk. They indicate  very strong  capacity fo r timely

payment o f financial commitments. This capacity is no t significantly vulnerable  to  fo reseeable  events.

A
High credit quality. ‘A’ ratings deno te a low expectation o f credit risk. The capacity fo r timely payment o f financial commitments

is considered strong . This capacity may, nevertheless, be more vulnerable  to  changes in circumstances o r in economic conditions than
is the case fo r higher ratings.

BBB
Good credit quality. ‘BBB’ ratings indicate  that there  is currently a low expectation o f credit risk. The capacity fo r timely payment

o f financial commitments is considered adequate , but adverse changes in circumstances and in economic conditions are  more likely to
impair this capacity. This is the lowest investment-g rade category.

Speculative Grade
BB
Speculative. ‘BB’ ratings indicate  that there  is a possibility o f credit risk developing , particularly as the result o f adverse economic

change over time; however, business o r financial alternatives may be available  to  allow financial commitments to  be met. Securities
rated in this category are  no t investment g rade.
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B
Highly speculative. ‘B’ ratings indicate  that significant credit risk is present, but a limited marg in o f safety remains. Financial

commitments are  currently being  met; however, capacity fo r continued payment is contingent upon a sustained, favorable  business and
economic environment.

CCC, CC, C
High default risk. Default is a real possibility. Capacity fo r meeting  financial commitments is so lely reliant upon sustained,

favorable  business o r economic developments. A ‘CC’ rating  indicates that default o f some kind appears probable . ‘C’ ratings signal
imminent default.

DDD, DD, and D Default
The ratings o f obligations in this category are  based on their prospects fo r achieving  partial o r full recovery in a reo rganization o r

liquidation o f the obligo r. While  expected recovery values are  highly speculative and canno t be estimated with any precision, the
fo llowing  serve as general guidelines. ‘DDD’ obligations have the highest po tential fo r recovery, around 90%-100% of outstanding
amounts and accrued interest. ‘DD’ indicates po tential recoveries in the range o f 50%-90%, and ‘D’ the lowest recovery po tential, i.e.,
below 50%. Entities rated in this category have defaulted on some o r all o f their obligations. Entities rated ‘DDD’ have the highest
prospect fo r resumption o f perfo rmance o r continued operation with o r without a fo rmal reo rganization process. Entities rated ‘DD’
and ‘D’ are  generally undergo ing  a fo rmal reo rganization o r liquidation process; those rated ‘DD’ are  likely to  satisfy a higher po rtion o f
their outstanding  obligations, while  entities rated ‘D’ have a poor prospect fo r repaying  all obligations.

Short-Term Credit Ratings
A short-term rating  has a time ho rizon o f less than 12 months fo r most obligations, o r up to  three years fo r U.S. public  finance

securities, and thus places g reater emphasis on the liquidity necessary to  meet financial commitments in a timely manner.

F1
Highest credit quality. Indicates the strongest capacity fo r timely payment o f financial commitments; may have an added “+” to

deno te any exceptionally strong  credit feature .

F2
Good credit quality. A satisfacto ry capacity fo r timely payment o f financial commitments, but the marg in o f safety is no t as g reat

as in the case o f the higher ratings.

F3
Fair credit quality. The capacity fo r timely payment o f financial commitments is adequate; however, near-term adverse changes

could result in a reduction to  non-investment g rade. B Speculative. Minimal capacity fo r timely payment o f financial commitments, plus
vulnerability to  near-term adverse changes in financial and economic conditions.

B
Speculative Minimal capacity fo r timely payment o f financial commitments, plus vulnerability to  near-term adverse changes in

financial and economic conditions.

C
High default risk. Default is a real possibility. Capacity fo r meeting  financial commitments is so lely reliant upon a sustained,

favorable  business and economic environment.
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D
Default. Deno tes actual o r imminent payment default.

No tes to  Long-term and Short-term ratings:
“+” o r “-” may be appended to  a rating  to  deno te relative status within majo r rating  categories. Such suffixes are  no t added

to  the ‘AAA’ Long-term rating  category, to  categories below ‘CCC’, o r to  Short-term ratings o ther than ‘F1’.

‘NR’ indicates that Fitch Ratings does no t rate  the issuer o r issue in question.

‘Withdrawn’: A rating  is withdrawn when Fitch Ratings deems the amount o f info rmation available  to  be inadequate  fo r rating
purposes, o r when an obligation matures, is called, o r refinanced.

Rating  Watch: Ratings are  placed on Rating  Watch to  no tify investo rs that there  is a reasonable  probability o f a rating  change and
the likely direction o f such change. These are  designated as “Positive”, indicating  a po tential upgrade, “Negative”, fo r a po tential
downgrade, o r “Evo lving”, if ratings may be raised, lowered o r maintained. Rating  Watch is typically reso lved over a relatively sho rt
period.

A Rating  Outlook indicates the direction a rating  is likely to  move over a one to  two  year period. Outlooks may be positive,
stable , o r negative. A positive o r negative Rating  Outlook does no t imply a rating  change is inevitable . Similarly, ratings fo r which
outlooks are  ‘stable’ could be downgraded befo re an outlook moves to  positive o r negative if c ircumstances warrant such an action.
Occasionally, Fitch Ratings may be unable  to  identify the fundamental trend. In these cases, the Rating  Outlook may be described as
evo lving .
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APPENDIX C

TAX OPINION
 
December 16, 2009   

Nuveen New York Dividend Advantage Municipal Fund
333 West Wacker Drive
Chicago , IL 60606

Ladies and Gentlemen:

We have acted as special counsel to  Nuveen New York Dividend Advantage Municipal Fund, a Massachusetts business trust (the
“Fund”), in connection with the o ffer and sale  (the “Offering”) by the Fund o f up to  3,025,000 shares o f preferred stock, par $0.01 per
share (“MuniFund Term Preferred Shares”). The MuniFund Term Preferred Shares were issued under the “Statement Establishing  and
Fixing  the Rights and Preferences o f MuniFund Term Preferred Shares” dated as o f December 16, 2009 (the “Statement”), and they
are being  o ffered pursuant to  a prospectus (the “Prospectus”) contained in a reg istration statement on Form N-2 (File  No . 333-163055)
filed with the Securities and Exchange Commission pursuant to  the Securities Act o f 1933 (the “Reg istration Statement”).

As special counsel to  the Fund, we have examined and relied, as to  factual matters (but no t as to  any conclusions o f law), upon
orig inals, o r copies certified to  our satisfaction, o f such reco rds, documents, certificates o f the Fund and o f public  o ffic ials and o ther
instruments, and made such o ther inquiries, as in our judgment are  necessary o r appropriate  to  enable  us to  render the opinions
expressed below. We have relied on the representations and warranties set fo rth therein as to  factual matters (but no t as to  any
conclusions o f law).

The opinions herein are  subject to  and conditioned upon the representations made by the Fund concerning  factual matters (but no t
conclusions o f law). The initial and continuing  truth and accuracy o f such representations at all re levant times constitutes an integ ral
basis fo r the opinions expressed herein and these opinions are  conditioned upon the initial and continuing  truth and accuracy o f such
representations at all re levant times.

We have reviewed the descriptions set fo rth in the Prospectus and the Reg istration Statement o f the Fund’s investments,
activities, operations, and governance, and the provisions o f the Statement. We have relied upon the facts set fo rth in the Prospectus
and upon the factual representations o f o fficers o f the Fund and Nuveen Asset Management. In addition, we have relied on certain
additional facts and assumptions described below. In connection with rendering  this opinion, we have assumed to  be true and are  relying
upon (without any independent investigation o r review thereo f):
 

 
A. The authenticity o f all documents submitted to  us as o rig inals, the confo rmity to  o rig inal documents o f all documents

submitted to  us as copies, and authenticity o f the o rig inals o f such documents, and the confo rmity o f final documents
to  all documents submitted to  us as drafts, and the authenticity o f such final documents;

 

 
B. The genuineness o f all signatures and the autho rity and capacity o f the individual o r individuals who  executed any such

document on behalf o f any person;
 

 
C. The accuracy o f all factual representations, warranties, and o ther statements made by all parties o r as set fo rth in such

documents;
 

 
D. The perfo rmance and satisfaction o f all obligations imposed by any such documents on the parties thereto  in

acco rdance with their terms; and
 

 E. The completeness and accuracy o f all reco rds made available  to  us.
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We have further assumed the accuracy o f the statements and descriptions o f the Fund’s intended activities as described in the
Prospectus and that the Fund will operate  in acco rdance with the method o f operation described in the Prospectus. In particular, we have
assumed that the Fund has qualified as a regulated investment company under Subchapter M o f the Internal Revenue Code o f 1986, as
amended (the “Code”), fo r all re levant periods and will continue to  do  so . We have also  assumed, without investigation, that all
documents, certificates, representations, warranties, and covenants upon which we have relied in rendering  the opinions set fo rth below
and that were g iven o r dated earlier than the date  o f this le tter continue to  remain accurate , inso far as relevant to  the opinions set fo rth
herein, from such earlier date  through and including  the date  o f this le tter.

Based so lely on the fo rego ing , and subject to  the qualifications, exceptions, assumptions, and limitations expressed herein, we
are o f the opinion that:

(A) For U.S. federal income tax purposes, (i) the MuniFund Term Preferred Shares will qualify as stock in the Fund, and (ii) the
distributions made with respect to  the MuniFund Term Preferred Shares will qualify as exempt-interest dividends to  the extent
designated by the Fund and permitted by Section 852(b)(5)(A) o f the Code; and

(B) The statements set fo rth in the Prospectus under the caption “Tax Matters,” inso far as they purport to  constitute  matters o f
United States federal tax law o r legal conclusions with respect thereto , are  a fair and accurate  summary o f the matters addressed
therein in all material respects, subject to  the assumptions and limitations stated therein.

This opinion is furnished to  the Fund so lely fo r its benefit in connection with the Offering  and except as fo llows is no t to  be relied
upon, quo ted, c irculated, published, o r o therwise referred to  fo r any o ther purpose, in who le o r in part, without our express prio r written
consent. This opinion may be disclosed to  any ho lders o f MuniFund Term Preferred Shares (and beneficial owners o f MuniFund Term
Preferred Shares) and they may rely on it as if they were addressees o f this opinion, it being  understood that we are  no t establishing  any
lawyer-client re lationship with ho lders o f MuniFund Term Preferred Shares (and beneficial owners o f MuniFund Term Preferred Shares).
This le tter is no t to  be relied upon fo r the benefit o f any o ther person.

In addition to  the assumptions set fo rth above, this opinion is subject to  the fo llowing  exceptions, limitations, and qualifications:
 

 

1. Our opinions are  based upon our interpretation o f the current provisions o f the Code and current judicial decisions,
administrative regulations, and published no tices, rulings, and procedures. We no te  that there  is no  autho rity directly
on po int dealing  with securities like the MuniFund Term Preferred Shares. Our opinions only represent our best
judgment and are  no t binding  on the Internal Revenue Service o r courts and there  is no  assurance that the Internal
Revenue Service will no t successfully challenge the conclusions set fo rth herein. Consequently, no  assurance can be
g iven that future  leg islative, judicial, o r administrative changes, on either a prospective o r re troactive basis, would no t
adversely affect the accuracy o f the conclusions stated herein. We undertake no  obligation to  advise you o f changes
in law which may occur after the date  hereo f.

 

 
2. Our opinions are  limited to  the federal income tax matters addressed herein, and no  o ther opinions are  rendered with

respect to  any o ther matter no t specifically set fo rth in the fo rego ing  opinion.
 

 
3. Our opinions are  limited in all respects to  the federal tax law o f the United States and we express no  opinion on

various state , local, o r fo reign tax consequences.
 

 

4 . The Fund’s qualification and taxation as a regulated investment company under the Code depend upon the Fund’s
ability to  satisfy through actual operations the applicable  asset composition, source o f income, distribution, and o ther
requirements o f the Code necessary to  qualify and be taxed as a regulated investment company, which operations will
no t be reviewed by special counsel.
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5. The fo rego ing  opinions are  based upon the proposed method o f operation o f the Fund as described in the Prospectus
and the representations and covenants set fo rth in the documents described herein. We undertake no  obligation to
review at any time in the future  either the Fund’s operations o r its compliance with such representations and covenants
and, consequently, no  assurance can be g iven that the Fund will satisfy the requirements o f the Code necessary to
qualify o r be taxed as a regulated investment company fo r any particular taxable  year. Further, we assume no
obligation to  advise you o f any changes in our opinion subsequent to  the delivery o f this opinion le tter.

 

 
6. In the event any one o f the statements, representations, warranties, covenants, o r assumptions we have relied upon to

issue these opinions is inco rrect in a material respect, our opinions might be adversely affected and if so  may no t be
relied on.

We consent to  the filing  o f this opinion with the Securities and Exchange Commission as an exhibit to  the Reg istration Statement
and the references to  us under the headings “Tax Matters” and “Legal Opinions” in the Prospectus.

Very truly yours,

K&L GATES LLP
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