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CALCULATION OF REGISTRATION FEE UNDER THE SECURITIES ACT OF 1933

Proposed
Title of Securities Maximum Offering
Being Registered Amount Being Registered Price per Unit
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shall thereafter Dbecome effective 1in accordance with Section 8(a) of the
Securities Act of 1933, as amended, or until this Registration Statement shall
become effective on such date as the Securities and Exchange Commission, acting
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PART C OTHER INFORMATION

Information required to be included in Part C is set forth under the appropriate
item, so numbered, in Part C to this Registration Statement.

The information 1in this Prospectus 1is not complete and may be changed. A
registration statement relating to the Securities has been filed with the
Securities and Exchange Commission. We may not sell these securities until this
registration statement is effective. This Prospectus is not an offer to sell
these securities and it is not soliciting an offer to buy these securities in
any state where the offer, solicitation or sale is not permitted.

SUBJECT TO COMPLETION, JUNE __ , 2007

PROSPECTUS
11,383,335 RIGHTS FOR 11,383,335 SHARES
BOULDER GROWTH & INCOME FUND, INC.
COMMON STOCK

The Boulder Growth & Income Fund, Inc. (the "Fund") 1is issuing transferable
rights ("Rights") to its holders of record of shares ("Shares") of common stock
("Common Stock"™) (such holders, "Common Stockholders"). These Rights will allow
Common Stockholders to subscribe for new Shares. For every one Right a Common
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Stockholder receives, such Common Stockholder will be entitled to buy one new
Share. Each Common Stockholder will receive one Right for each outstanding Share
it owns on June 15, 2007 (the "Record Date"). Fractional Shares will not be

issued upon the exercise of the Rights. Accordingly, the number of Rights to be
issued to a Common Stockholder on the Record Date will be rounded down to the
nearest whole number of Rights in cases where Common Stockholders own fractional

Shares. Common Stockholders on the Record Date and purchasers of Rights may
purchase Shares not acquired Dby other Common Stockholders in this Rights
offering (the "Offering"), subject to limitations discussed in this Prospectus.

See "The Offering - Over-Subscription Privilege" below.

Rights are transferable and will be listed for trading on the New York Stock
Exchange ("NYSE") wunder the symbol "BIF RT" for the duration of the Offering.
The Shares are listed and the Shares 1issued pursuant to this Offering will be
listed on the NYSE under the symbol "BIF." On May 4, 2007, the last reported net
asset value ("NAV") per Share was $9.20 and the last reported sales price per
Share on the NYSE was $12.73, which represents a 38.37% premium to the Fund's
NAV per Share. The subscription price per Share (the "Subscription Price") will
be the greater of (a) the NAV per Share on the date of expiration of the
Offering (referred to herein as the "Expiration Date") or (b) 80% of the
volume-weighted average sales price per Share on the NYSE on the Expiration Date
and the four immediately preceding trading days. The "volume-weighted average
sales price" takes 1into consideration the volume and sale price of each and
every sale of the Shares during a 5-day trading period.

STOCKHOLDERS WHO CHOOSE TO EXERCISE THEIR RIGHTS WILL NOT KNOW THE SUBSCRIPTION
PRICE PER SHARE AT THE TIME THEY EXERCISE SUCH RIGHTS SINCE THE OFFERING WILL
EXPIRE (I.E., CLOSE) PRIOR TO THE AVAILABILITY OF THE FUND'S NAV AND OTHER
RELEVANT MARKET INFORMATION ON THE EXPIRATION DATE. ONCE A STOCKHOLDER
SUBSCRIBES FOR SHARES AND THE FUND RECEIVES PAYMENT OR GUARANTEE OF PAYMENT,
SUCH STOCKHOLDER WILL NOT BE ABLE TO CHANGE ITS DECISION. THE OFFERING WILL

EXPIRE AT 5:00 P.M., NEW YORK CITY TIME, ON , 2007 (THE
"EXPIRATION DATE"), UNLESS THE OFFERING IS EXTENDED AS DISCUSSED 1IN THIS
PROSPECTUS.

For more information, please call (the "Information Agent")

toll free at [1- 1.

The Fund is a registered closed-end, non-diversified management investment
company incorporated under the laws of the State of Maryland. The Fund's
investment objective is total return. The Fund seeks to produce both long-term
capital appreciation through investment in common stocks and high current income
consistent with preservation of capital through investments in income producing

securities. See "Investment Objective and Policies". There can be no assurance
that the Fund's investment objective will be achieved. Boulder Investment
Advisers, LLC ("BIA") and Stewart West Indies Trading Company, Ltd. doing
business as Stewart Investment Advisers ("SIA") (collectively the "Advisers")

act as the investment advisers to the Fund. The address of the Fund and BIA is
2344 Spruce Street, Suite A, Boulder, Colorado 80302. The address for SIA is
Bellerive, Queen Street, St. Peter, Barbados.

AN INVESTMENT IN THE FUND IS NOT APPROPRIATE FOR ALL INVESTORS. NO ASSURANCES
CAN BE GIVEN THAT THE FUND'S INVESTMENT OBJECTIVE WILL BE ACHIEVED. FOR A
DISCUSSION OF CERTAIN RISK FACTORS AND SPECIAL CONSIDERATIONS WITH RESPECT TO
OWNING SHARES OF THE FUND, SEE "RISK FACTORS" ON PAGE 26 OF THIS PROSPECTUS.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES
COMMISSION HAS APPROVED OR DISAPPROVED THESE SECURITIES OR DETERMINED IF THIS
PROSPECTUS IS TRUTHFUL OR COMPLETE. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENSE.



Edgar Filing: BOULDER GROWTH & INCOME FUND - Form N-2

Estimated Subscription Price Estimated Sales Load
Per Share $9.98(1) None
Total $9.98 None

(1) Since the Subscription Price will not be determined until after printing and
distribution of this Prospectus, the Subscription Price above is estimated based
on the NYSE's <closing price per Share on May 4, 2007 and applying the pricing

formula set forth on the Cover Page and described below under "Subscription
Price" (i.e., the greater of (a) the NAV per Share on the Expiration Date or (b)
80% of the volume-weighted average sales price ©per Share on the NYSE on the
Expiration Date and the four immediately preceding trading days). The
volume-weighted average closing sales price of the Shares on May 4, 2007, was
$12.47 per Share. See "The Offering - Subscription Price" and "The Offering -

Payment For Shares" below.

(2) Proceeds to the Fund before deduction of expenses incurred by the Fund in
connection with the Offering. Offering expenses are estimated to be
approximately $152,000. Funds received by check prior to the final due date of
this Offering will be deposited in a segregated interest-bearing account pending
allocation and distribution of Shares. Interest on subscription monies will be
paid to the Fund regardless of whether Shares are issued by the Fund; interest
will not be used as credit toward the purchase of Shares.

(3) 11,383,335 Shares representing $113,560,150 of proceeds can only be issued
if, pursuant to the Offering, Common Stockholders and Rights Purchasers (as
defined below) fully subscribe for Excess Shares (as defined Dbelow) under the
Over-Subscription Privilege (as defined below).

)

Trusts and other entities affiliated with the Horejsi family hold % of the
Common Stock, and certain other persons affiliated with the Fund and the
Advisers (collectively referred to herein as the "Horejsi Affiliates" and more
specifically described on Pages 30 and 41 of this Prospectus and in the
Statement of Additional Information), may be deemed to control the Fund. The
Horejsi Affiliates have indicated that they will fully subscribe in the Primary
Subscription (defined below) on the same terms as other Common Stockholders. The
Horejsi Affiliates do not expect to subscribe in the Over-Subscription Privilege
(defined below). See "The Offering - Over-Subscription Privilege" below.

This Prospectus concisely sets forth certain information about the Fund that a
prospective investor should know before investing. Investors are advised to read
and retain it for future reference. A Statement of Additional Information, dated

June 18, 2007 (the "SAI"), 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. A copy of the SAI, the table of
contents of which appears on Page 55 of this Prospectus, may be obtained without
charge by contacting [ 1, the Fund's Information Agent, at
1- . The SATI will be sent within two business days of receipt of a
request.
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This summary highlights some information that is described more fully elsewhere
in this Prospectus. It may not contain all of the information that is important
to a stockholder or prospective stockholder. To understand the Offering fully,
each stockholder or prospective stockholder should read the entire document

carefully,

The Fund

including the risk factors as set forth below.

Boulder Growth & Income Fund, Inc. (the "Fund") is a non-diversified,
closed-end management investment company organized in October 1972 and
began investment activities in January 1974. Shares (defined below) of
common stock ("Common Stock") of the Fund are traded on the New York
Stock Exchange (the "NYSE") under the symbol "BIF." As of May 4, 2007,
the Fund had 11,383,335 Shares and 1,000 shares of auction market
preferred stock outstanding. The average weekly trading volume of the
Shares on the NYSE during the period from [May 1, 2007] through [May
31, 2007] was [ ] Shares. As of May 4, 2007, the total net
assets of the Fund were approximately $129.73 million, including $25
million in auction market preferred stock leverage. The Fund's
investment advisers are Boulder Investment Advisers, LLC ("BIA") and
Stewart West Indies Trading Company, Ltd. d/b/a Stewart Investment
Advisers ("SIA") (collectively, the "Advisers"). The address of the
Fund and BIA is 2344 Spruce Street, Suite A, Boulder, Colorado 80302.
The address of SIA is Bellerive, Queen Street, St. Peter, Barbados.

The Offering

The Fund is issuing to its holders of record of Common Stock ("Common
Stockholders™") as of the close of business on June 15, 2007 (the
"Record Date") transferable rights ( "Rights") to subscribe for an
aggregate of approximately 11,384,000 Shares of Common Stock, par
value $0.01 per share ( "Shares") (the "Offer"). Common Stockholders
will receive one Right for each outstanding Share held as of the
Record Date. The number of Rights to be issued will be rounded down to
the nearest whole number in cases where Common Stockholders own
fractional Shares. For every Right that a Common Stockholder receives,
such Common Stockholder may subscribe for one new Share of the Fund at
a subscription price equal to the greater of (a) the NAV per Share on
the date of expiration of the Offering (referred to herein as the
"Expiration Date") or (b) 80% of the volume-weighted average sales
price per Share on the NYSE on the Expiration Date and the four
immediately preceding trading days. The "volume-weighted average sales
price" takes into consideration the volume and sale price of each and
every sale of the Shares during a 5-day trading period. No fractional
Shares will be issued. The Rights of a Common Stockholder to acquire
Shares during the Subscription Period is referred to as the "Primary
Subscription." See "The Offering."

Purpose of the Offering

The Board of Directors of the Fund (the "Board") has determined that
it would Dbe in the best interests of the Fund and its existing
stockholders to increase the assets of the Fund. The primary reasons
include:

* The Primary Subscription will provide existing Common
Stockholders an opportunity to purchase additional Shares at a
price that is potentially Dbelow market value without incurring
any commission or transaction charges.
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* Raising more cash will better position the Fund to take advantage
of investment opportunities that may arise.

* Increasing the Fund's assets will provide the Fund flexibility in
maintaining the Distribution Policy (defined below) . The
Distribution Policy permits holders of Common Stock to realize a
predictable, but not assured, level of cash flow and some
liquidity periodically with respect to their Common Stock without
having to sell Shares.

* Increasing Fund assets may lower the Fund's expenses as a
proportion of net assets Dbecause the Fund's fixed costs would be
spread over a larger asset base. There can be no assurance that

by increasing the size of the Fund, the Fund's expense ratio will
be lowered.

* Since the Offering will increase the Fund's outstanding Shares,
it will likely increase the number of Dbeneficial owners of the
Shares, which could increase the level of market interest in and
visibility of the Fund and improve the trading liquidity of the
Shares on the NYSE.

* The distribution of the Rights, which themselves are expected to
have intrinsic value, provides non-participating stockholders the
possibility of receiving a cash payment upon the sale of their

Rights.
* Increasing the Fund's total assets will reduce the Fund's
leverage as a percentage of assets from % to approximately
% (assuming the Offering is fully subscribed). The Fund is
currently leveraged with $25 million of Auction Market Preferred
Shares (the "AMPS") and the Fund intends to maintain this amount

of leverage. Because leveraging increases risk, the additional
assets from the Offering will mitigate risks commonly associated
with leverage.

* The increase 1n assets will result in the Fund exceeding the
AMPS' asset-coverage ratio requirements under its Articles
Supplementary by a wider margin, thus giving the Fund greater
flexibility to buy and hold investments without violating those
requirements.

Investment Objective and Principal Investment Strategies

The Fund's 1investment objective is total return. The Fund seeks to
produce both income and long-term capital appreciation by investing in
a portfolio of equity and debt securities. The Fund invests primarily
in common stocks, including dividend paying common stocks such as
those issued by utilities, real estate investment trusts ("REITs") and
regulated investment companies under the Code (as defined below)
("RICs"). The Fund also invests in fixed income securities such as
U.S. government securities, preferred stocks and Dbonds. The Fund
invests primarily in securities of U.S.-based companies and to a
lesser extent in foreign equity securities and sovereign debt, in each
case denominated in foreign currency. The Fund has no restrictions on
its ability to invest in foreign securities. The Fund is concentrated
in real estate related companies, which means it must invest more than
25% of its total assets in REITs or the equity or debt securities of
companies in or ©primarily servicing the real estate industry or
deriving a substantial portion of their revenue from, or having a
substantial portion of their assets invested in, real estate ("Real
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Estate Related Companies"). No assurance can be given that the Fund
will achieve its investment objective. See "Investment Objective and
Policies."

The Fund is a "non-diversified" investment company, as defined in the

Investment Company Act of 1940, as amended (the "1940 Act"), which
means that it is permitted to invest 1its assets in a more limited
number of issuers than "diversified" investment companies. A

diversified company may not, with respect to 75% of its total assets,
invest more than 5% of its total assets in the securities of any one
issuer and may not own more than 10% of the outstanding voting
securities of any one 1issuer. However, under Subchapter M of the
Internal Revenue Code of 1986, as amended (the "Code"), (A) not more
than 25% of the Fund's total assets may be invested in securities of
any one issuer (other than U.S. government securities and RICs) or of
any two or more issuers controlled by the Fund which may be deemed to
be engaged in the same, similar or related trades or businesses; and
(B) with respect to 50% of the total wvalue of the Fund's portfolio,
(i) the Fund must limit to 5% the portion of its assets invested in

the securities of a single 1issuer (other than U.S. government
securities and RICs), and (ii) the Fund may not own more than 10% of
the outstanding voting securities of any one issuer (other than U.S.
government securities and RICs). The Fund intends to concentrate its

common stock investments in a few issuers and to take large positions
in those issuers, consistent with being a "non-diversified" fund. As a
result, the Fund may be subject to a greater risk of loss than a
diversified fund or a fund that has diversified its investments more
broadly. Taking larger positions 1is also 1likely to increase the
volatility of the Fund's net asset value, reflecting fluctuation in
the value of large Fund holdings.

The Fund has adopted a concentration policy pursuant to which it must,
under normal market conditions, invest more than 25% of its total
assets 1n Real Estate Related Companies. The Fund must obtain
stockholder approval prior to changing this policy. Real Estate
Related Companies include, but are not limited to: REITs and other
closed-end registered investment companies that invest primarily in
REITs; home builders; real estate developers; property management
companies; real estate brokerage companies; commercial and industrial
construction companies; financial companies who make or service real
estate mortgages and/or construction loans; title, homeowners and
builders risk insurance companies; manufacturers, distributors and
retailers of construction materials and/or building supplies; lumber,
paper, forest products, and other companies with significant real
estate holdings; holding companies of any of these companies; and any
other companies that the Fund's advisers reasonably determine are
"real estate related companies". Although the Fund may invest in Real
Estate Related Companies of any size, it currently intends to invest
in such companies with market capitalizations of greater than $500
million. Although the Fund generally invests in U.S.-based Real Estate
Related Companies, such companies may invest directly or indirectly in
non-U.S. properties, and the Fund may make direct investments in
foreign real estate related companies.

Under the 1940 Act, the Fund is subject to certain conditions and
restrictions with regard to its investments in RICs (see "Portfolio
Contents - Registered Investment Companies"). Under Subchapter M, no
single 1investment can exceed 25% of the Fund's total assets at the
time of purchase. These percentage limitations are calculated at the
time of investment, and the Fund is not required to dispose of assets
if holdings increase above these levels due to appreciation. As of May

10
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4, 2007, % of the Fund's total assets were invested in RICs, and
32.90% of the Fund's total assets were invested in Berkshire Hathaway,
Inc. (NYSE: BRK). The Fund has no restrictions on its ability to
invest in foreign securities. As of May 4, 2007, % of the Fund's
total assets were invested in foreign securities.

Under normal market conditions, the Fund intends to invest at least
80% of its total assets in common stocks, primarily domestic common
stocks and secondarily in foreign common stocks denominated in foreign
currencies. The Fund's investments in common stocks may include, Dbut
is not limited to, RICs whose objective is income, REITs, and other
dividend-paying common stocks. The portion of the Fund's assets that
are not invested in common stocks may be invested 1in fixed income
securities, <cash equivalents and other income-producing securities.
The term "fixed 1income securities" includes but is not limited to
corporate bonds, U.S. government securities, notes, bills, debentures,
preferred stocks, convertible securities, bank debt obligations,
repurchase agreements and short-term money market obligations.

Under normal market conditions, the Fund will not have more than 20%
of its assets in cash or cash equivalents. The Fund may, for temporary
defensive purposes, allocate a higher portion of its assets to cash
and cash equivalents. For this purpose, cash equivalents consist of,
but are not limited to, short-term (less than twelve months to
maturity) U.S. government securities, certificates of deposit and
other bank obligations, investment grade corporate bonds, other debt

instruments and repurchase agreements.

Except for the Fund's investment objective, industry concentration and
fundamental investment restrictions as described in this Prospectus
and in the SAI, the percentage limitations and investment policies set
forth in this Prospectus can be changed by the Board without
stockholder approval.

Use of Leverage by the Fund

The Fund expects to utilize financial leverage on an ongoing basis for
investment purposes specifically through the issuance of the AMPS. In
October 2005, the Fund issued 1,000 shares of AMPS at a purchase price
of $25,000 per share plus accrued dividends. As of May 4, 2007, the
Fund's total leverage from the issuance of AMPS was approximately

% of the Fund's total assets. This amount may change, but the Fund
will not incur additional 1leverage in the form of preferred shares if
as a result its total leverage would exceed 50% of the Fund's total
assets. Although the Fund may in the future offer other preferred

shares, increase the number of AMPS, or incur other indebtedness,
which would further Ileverage the Fund, the Fund does not currently
intend to offer preferred shares or to incur indebtedness, other than

short-term credits in connection with the settlement of portfolio
transactions.

The Fund generally will not wutilize leverage 1f the Advisers
anticipate that leverage would result in a lower return to Common
Stockholders over time. Use of financial leverage creates an

opportunity for increased returns for the Common Stockholders but, at
the same time, creates the possibility for greater loss (including the
likelihood of greater wvolatility of net asset value and market price
of the Shares and of dividends), and there can be no assurance that a
leveraging strategy will be successful during any period in which it
is employed. Because the fees paid to the Advisers and FAS (defined

11
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below) will be calculated on the basis of the Fund's managed assets,
the fees will be higher when leverage (including the AMPS) 1is
utilized, giving the Advisers an incentive to utilize leverage.

and Distributions

In May 2006, the Fund adopted a managed distribution policy pursuant
to which Common Stockholders would receive a consistent, but not
assured, periodic cash payment (the "Distribution Policy"). Presently,
under the Distribution Policy, the Fund makes regular distributions at
the rate of $0.115 per Share per month, or $1.38 annually. All monthly
payments are subject to the Board's right to suspend, modify, or
terminate the Distribution Policy at any time.

Rights holders who exercise their Rights, will receive newly issued
Shares within fifteen (15) days of the record date of the most recent
monthly payment under the Distribution Policy, which record date may
occur during the Subscription Period. Common Stockholders who receive
newly issued Common Stock 1in the Offering will not receive a
distribution under the Distribution Policy with respect to such newly
issued Shares for the record date immediately prior to issuance of the
newly issued Shares. Common Stockholders will be entitled to receive
monthly distributions for record dates subsequent to their receipt of
newly issued Common Stock in accordance with the Distribution Policy.
The Offering will not impact the distributions to be paid to current
Common Stockholders regardless of whether they exercise or sell their
Rights or allow their exercised Rights to lapse, subject to
suspension, termination, or modification of the Distribution Policy by
the Board at any time.

See "Dividends and Distributions - Managed Distribution Policy".

Dividend Reinvestment Policy

Common Stockholders receive all dividends and capital gains
distributions in cash. However, the Fund has established a dividend
reinvestment plan under which all Common Stockholders whose Shares are
registered in their own name may elect to have all such dividends and
distributions automatically reinvested in additional Shares. Common
Stockholders who elect to hold their Shares in the name of a broker or
nominee should contact such broker or nominee to determine whether
they may participate in the Plan. See "Dividends and Distributions -
Dividend Reinvestment Plan."

Risk Factors

General Risks of Investing 1in the Fund. The Fund is not a complete
investment program and should only be considered as an addition to an
investor's existing diversified portfolio of investments. Due to
uncertainty inherent in all investments, there can be no assurance
that the Fund will achieve its investment objectives.

* Non-Diversified Status Risk. The Fund 1is classified as
"non-diversified" under the 1940 Act. As a result, it can invest
a greater portion of its assets in obligations of a single issuer
than a "diversified" fund. The Fund will therefore be more
susceptible than a diversified fund to being adversely affected
by any single corporate, economic, political or regulatory
occurrence. The Fund intends to diversify its investments to the
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extent necessary to qualify, and maintain its status, as a
regulated investment company under U.S. federal income tax laws.
See "Risk Factors" and "Federal Income Tax Matters."

Investments in Common Stocks. The Fund intends to invest, under
normal market conditions, at least 80% of its total assets in
publicly traded common stocks. Common stocks generally have
greater risk exposure and reward potential over time than bonds.
The wvolatility of common stock ©prices has historically been
greater than bonds, and as the Fund invests primarily in common
stocks, the Fund's net asset value may also be volatile. Further,
because the time horizon for the Fund's investments in common
stock is longer, the time necessary for the Fund to achieve its
objective of total return will likely be longer than for a fund
that invests solely for income.

Concentration Risk. The Fund intends to concentrate 1its common
stock investments in a few issuers and to take large positions in
those issuers, consistent with being a "non-diversified" fund. As
a result, the Fund may be subject to a greater risk of loss than
a diversified fund or a fund that has diversified its investments
more broadly. Taking larger positions is also likely to increase
the wvolatility of the Fund's net asset value, reflecting
fluctuation in the value of large Fund holdings.

Investment in Berkshire Hathaway. The Fund presently has invested
a significant percentage of its portfolio in Berkshire Hathaway,

Inc. (NYSE: BRK) ("Berkshire"). As of May 4, 2007, the Fund held
750 Berkshire Class A shares, representing 32.90% of the Fund's
total assets. The Advisers do not currently intend to liquidate

any portion of the Fund's position in Berkshire. Although not an
insurance company itself, Berkshire owns Geico Insurance, General
Re Insurance and other insurance companies, and therefore derives
a significant portion of 1its income, and its value, from
insurance companies. The insurance business can be significantly
affected by interest rates as well as price competition within
the industry. In addition, an insurance company may experience
significant changes in its year to year operating performance
based both on claims paid and on performance of invested assets.
Insurance companies can also be affected by government
regulations and tax laws, which may change from time to time. A
significant decline in the market price of Berkshire or any other
company 1in which the Fund has made a significant common stock

investment (1) would result 1in a significant decline in the
Fund's net asset value; (ii) may result in a proportionate
decline in the market price of the Shares; and (iii) may result

in greater risk and market fluctuation than a fund that has a
more diversified portfolio.

Investments 1n Real Estate Related Companies. The Fund has
adopted a concentration policy pursuant to which it must, under
normal market conditions, invest more than 25% of its total
assets in Real Estate Related Companies. The Fund must obtain
stockholder approval prior to changing this policy, thus limiting
its flexibility to liquidate such companies in the future should
market conditions warrant. Since the Fund will concentrate its
assets in the real estate industry, the Fund's performance will
be generally linked to performance of the real estate markets.
Property values may fall due to increasing vacancies or declining
rents resulting from economic, legal, cultural or technological
developments. REIT and other Real Estate Related Company prices
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also may drop Dbecause of the failure of Dborrowers to pay their
loans and poor management. Many REITs utilize leverage, which
increases 1investment risk and could adversely affect a REIT's
operations and market value in periods of rising interest rates,

as well as risks normally associated with debt financing. 1In
addition, there are risks associated with particular sectors of
real estate investments (e.g., retail, office, hotel, healthcare

and multifamily properties), although the Fund does not intend to
focus on any particular sector of real estate investments.

Leveraging Risk. The Fund is currently leveraged with the AMPS.
Use of leverage may have a number of adverse effects on the Fund
and its stockholders including: (1) leverage may magnify market
fluctuations in the Fund's underlying holdings thus causing a
disproportionate change in the Fund's net asset value; (ii) the
Fund's cost of leverage may exceed the return on the underlying
securities acquired with the proceeds of the 1leverage, thereby
diminishing rather than enhancing the return to stockholders and
generally making the Fund's total return to such stockholders
more volatile; (iii) the Fund may be required to sell investments
in order to meet dividend or interest payments on the debt or
preferred stock it has issued when it may be disadvantageous to
do so; (iv) leveraging through the issuance of preferred stock
requires that the holders of the preferred stock have class
voting rights on various matters that could make 1t more
difficult for Common Stockholders to change the investment
objective or fundamental policies of the Fund, to convert it to
an open-end fund or make certain other changes; and (v) the Fund
may be forced to redeem some or all of the AMPS at inopportune
times due to a decline 1in market wvalue of Fund investments.
Because the fees paid to the Advisers and FAS (defined below)
will be calculated on the basis of the Fund's managed assets, the
fees will be higher when leverage (including the AMPS) is
utilized, giving the Advisers an incentive to utilize leverage.

Managed Distribution Policy. In May 2006, the Fund adopted the
Distribution Policy. Presently, under the Distribution Policy,
the Fund makes regular distributions at the rate of $0.115 per
Share per month, or $1.38 annually, subject to the Board's right
to suspend, modify or terminate the Distribution Policy at any
time. There are certain risks and negative impacts associated
with the Distribution Policy:

- In certain circumstances where the Fund utilizes its capital
loss carry-forwards to offset realized capital gains and
pays out a distribution, there will likely be a negative tax
impact on Common Stockholders.

- The Distribution Policy may impact the way in which the Fund
is managed. For example, the Fund may carry a higher balance
of cash so that it is able to fulfill the distribution
payments. Also, the Advisers may sell investments they would
not otherwise sell in order to make payments under the
Distribution Policy.

- The Distribution Policy 1is subject to modification,
suspension or termination at any time by the Board.
Suspension or termination of the Distribution Policy may be
required 1if the Fund has exhausted its <capital 1loss
carry-forwards and has not Dbeen successful in obtaining
exemptive relief from Section 19(b) and Rule 19b-1 of the
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1940 Act. Presently the Fund has applied for such exemptive
relief. It is not possible predict when or if such exemptive
relief might be forthcoming or when the Fund's capital loss
carry-forwards will be exhausted.

- A suspension or termination of the Distribution Policy could
have the effect of abruptly creating a trading discount (if
the Fund is trading at or above NAV) or widening an existing
trading discount.

- If the Fund's annual total return is less than the annual
distribution, the Distribution Policy could have the effect
of shrinking the assets of the Fund and thus increasing the
Fund's expense ratio (i.e., the Fund's fixed expenses will
be spread over a smaller pool of assets).

- A distribution which contains a return of capital, which the
Fund expects will be the case, will require Common
Stockholders to adjust their cost Dbasis by the amount of
return of capital so that when they sell their Shares, their
cost basis will be 1lower. This will add to the record
keeping requirements of Common Stockholders.

- The Fund may have a position 1in a stock with an unrealized
capital gain which it may have no intention of selling, but
through a tender or merger, may be forced unexpectedly to
realize the capital gain. Realizing any such capital gains
may accelerate the exhaustion of the Fund's capital loss
carry-forwards, which may cause suspension or termination of
the Distribution Policy.

Discount From Net Asset Value. The common stock of closed-end
funds frequently trades at a market price that is less than the
value of the net assets attributable to those shares (a
"discount"). The possibility that the Shares will trade at a
discount from net asset value is a risk separate and distinct
from the risk that the Fund's net asset value will decrease. The
risk of purchasing shares of a closed-end fund that might trade
at a discount or wunsustainable premium is more pronounced for
investors who wish to sell their shares in a relatively short
period of time because, for those investors, realization of a
gain or loss on their investments is likely to be more dependent
upon the existence of a premium or discount than upon portfolio
performance.

Size of the Fund. As of May 4, 2007, the Fund had total net
assets of approximately $129.73 million, including $25 million in
AMPS leverage. As a fund with a relatively small asset base, the
Fund may be subject to certain operational inefficiencies
including: higher expense ratio, less coverage by analysts and
the marketplace in general which can contribute to a less active
trading market for the Shares and consequently a wider discount,
more limited ability to attract new investors and/or take
advantage of investment opportunities and less ability to take

advantage of lower transaction costs available to larger
investors.
Repurchase of the Shares. The Fund is authorized to repurchase

Shares on the open market when the Shares are trading at a
discount from net asset value as determined by the Board from
time to time. The acquisition of Shares by the Fund will decrease
the total assets of the Fund and, therefore, have the effect of
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increasing the Fund's expense ratio and may adversely affect the
ability of the Fund to achieve 1its 1investment objectives.
Furthermore, the acquisition of Shares by the Fund may require
the Fund to redeem the AMPS in order to maintain certain asset
coverage requirements. To the extent the Fund may need to
liguidate investments to fund the repurchase of Shares, this may
result in portfolio turnover which will result in additional
expenses being borne by the Fund.

Dependence on Key Personnel. The Advisers are dependent upon the
expertise of Stewart Horejsi in providing advisory services with
respect to the Fund's 1investments. If the Advisers were to lose
the services of Mr. Horejsi, their ability to service the Fund
could be adversely affected. There can be no assurance that a
suitable replacement could be found for Mr. Horejsi in the event
of his death, resignation, retirement or inability to act on
behalf of the Advisers.

Issuer Risk. The value of the Fund's portfolio may decline for a
number of reasons which directly relate to the 1issuers of the
securities in the portfolio, such as management performance,
financial leverage and reduced demand for an issuer's goods and
services.

Inflation Risk. Inflation risk is the risk that the value of
assets or income from investments will be worth less in the
future as inflation decreases the value of money. As inflation
increases, the real value of the Fund's portfolio can decline.

Repurchase Agreements. The use of repurchase agreements involves
certain risks. For example, 1f the seller of securities under a
repurchase agreement defaults on its obligation to repurchase the
underlying securities, as a result of Dbankruptcy or otherwise,
the Fund will seek to dispose of such securities, which action
could involve costs or delays. If the seller Dbecomes insolvent
and subject to liquidation or reorganization under applicable
bankruptcy or other laws, the Fund's ability to dispose of the
underlying securities may be restricted. Finally, it is possible
that the Fund may not be able to substantiate its interest in the
underlying securities.

Foreign Securities Risk. The Fund is permitted to invest in
foreign securities without 1limitation. Investment in non-U.S.
issuers may involve wunique risks compared to investing in
securities of U.S. 1issuers. These risks are more pronounced to
the extent that the Fund invests a significant portion of its
non-U.S. investments 1in one region or in the securities of
emerging market issuers. These risks may include:

- Less information about non-U.S. issuers or markets may be
available due to less rigorous disclosure, accounting
standards or regulatory practices.

- Many non-U.S. markets are smaller, 1less liquid and more
volatile. In a changing market, the Advisers may not be able
to sell the Fund's portfolio securities at times, in amounts
and at prices they consider reasonable.

- Currency exchange rates or controls may adversely affect the
value of the Fund's investments.
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- The economies of non-U.S. countries may grow at slower rates
than expected or may experience downturns or recessions.

- Withholdings and other non-U.S. taxes may decrease the
Fund's return.

Currency Risk. The Fund currently holds investments in foreign
securities and thus a portion of the Fund's assets may be quoted
or denominated in non-U.S. currencies. These securities may be
adversely affected by fluctuations in relative currency exchange
rates and by exchange control regulations. The Fund's investment
performance may be negatively affected by a devaluation of a
currency in which the Fund's investments are quoted or
denominated. Further, the Fund's investment performance may be
significantly affected, either positively or negatively, by
currency exchange rates Dbecause the U.S. dollar value of
securities quoted or denominated in another currency will
increase or decrease in response to changes in the value of such
currency 1in relation to the U.S. dollar. The Fund does not
currently hedge against the potential decline in value of foreign
currencies against the U.S. dollar and does not foresee hedging
currency risk in the future, though it is not precluded from
doing so.

Sovereign Debt Risk. An investment 1in debt obligations of
non-U.S. governments and their political subdivisions ("sovereign
debt") involves special risks that are not present in corporate
debt obligations. The non-U.S. 1issuer of the sovereign debt or
the non-U.S. governmental authorities that control the repayment
of the debt may be wunable or wunwilling to repay principal or
interest when due, and the Fund may have limited recourse in the
event of a default. During periods of economic uncertainty, the
market prices of sovereign debt may be more volatile than prices
of debt obligations of ©U.S. issuers. 1In the past, certain
non-U.S. countries have encountered difficulties 1in servicing
their debt obligations, withheld payments of principal and
interest and declared moratoria on the payment of principal and
interest on their sovereign debt.

Liquidity Risk. Although the Fund invests primarily in securities
traded on national exchanges, it may invest in less liquid assets
from time to time that are not readily marketable and may be
subject to restrictions on resale. Illiquid securities may be
more difficult to value or may impair the Fund's ability to
realize the full value of its assets in the event of a voluntary
or involuntary liquidation of such assets and thus may cause a
decline in the Fund's net asset value. The Fund has no limitation
on the amount of its assets that may be invested in securities
which are not readily marketable or are subject to restrictions

on resale, although it may not invest more than 30% of the wvalue
of its total assets in securities which have Dbeen acquired
through private placement. In certain situations, the Advisers

could find it more difficult to sell such securities at times, in
amounts and at prices they consider reasonable.

Market Disruption Risk. The terrorist attacks in the United
States on September 11, 2001 had a disruptive effect on the
securities markets. The Fund cannot predict the effects of
similar events in the future on the U.S. economy. These terrorist
attacks and related -events, including the war in Iraqg, its
aftermath, and continuing occupation of Iraqg by coalition forces,
have led to increased short-term market volatility and may have
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long-term effects on U.S. and world economies and markets. A
similar disruption of the financial markets could impact interest

rates, auctions, secondary trading, ratings, <credit risk,
inflation and other factors relating to the Common Stock and
AMPS.

* Anti-Takeover Provisions Risk. The Fund's charter (the "Charter")
and bylaws (the "Bylaws") include provisions that could limit the

ability of other entities or persons to acquire control of the
Fund or to change the composition of its Board. Such provisions
could limit the ability of stockholders to sell their Shares at a
premium over prevailing market prices by discouraging a third
party from seeking to obtain control of the Fund. These
provisions include advance notice requirements for stockholder
proposals and super-majority voting requirements for certain
transactions with affiliates, open-ending the Fund or a merger,
liquidation, asset sale or similar transaction.

* Investments in RICs. The Fund may invest in securities issued by
other closed-end funds (or RICs) subject to such limitations,
restrictions and conditions as 1imposed Dby Federal law.

Accordingly, the Fund will be subject to the particular risks
associated with investing in other closed-end funds that are
separate from risks associated with the underlying investments
held such RICs. Both the Fund and any RICs in which it invests

have management fees. In addition, the RICs in which the Fund
invests will typically incur other operating expenses that are
borne by their investors, including the Fund. As a result, Fund

stockholders will bear not only the Fund's management fees and
operating expenses, but also the fees and expenses of the RICs in
which the Fund invests. Investors would bear less expense if they
invested directly in the underlying RICs in which the Fund
invests. The Fund may also invest in RICs that are not limited in
their portfolio trading activity and thus may experience high
portfolio turnover rates. Higher turnover rates generally result
in correspondingly greater brokerage commissions and other
transactional expenses which may be borne by the Fund, directly
or through its investment in RICs. Higher turnover rates also may
be more likely to generate capital gains that must be distributed
to Fund stockholders, either as a result of the Fund's receipt of
capital gains from RIC transactions or from the Fund's trading in
RICs or other investments.

Investment Advisers

The Fund is co-advised by Boulder Investment Advisers, LLC and Stewart
West Indies Trading Company, Ltd. d/b/a Stewart Investment Advisers.
The Advisers have been providing advisory services to the Fund since
January 2002, and to Boulder Total Return Fund, Inc. since March 1999.
As of November 30, 2006, the Advisers had a total of $ million in
assets under management. The Fund pays the Advisers an aggregate
monthly fee at the annual rate of 1.25% of the Fund's average monthly
total net assets (including the principal amount of leverage, 1if any)
(the "Adviser Fee"). At a regular meeting of the Board held on January
27, 2007, the Advisers agreed to a waiver of advisory fees at certain
"break-point" levels such that, in the future, the Adviser Fee would
be calculated at the annual rate of 1.25% on asset levels up to $400
million, 1.10% on assets levels between $400-$600 million; and 1.00%
on asset levels exceeding $600 million. The fee waiver agreement has a
one-year term and is renewable annually.
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Administrator, Custodian, Transfer Agent, Registrar and Dividend Disbursing
Agent

Fund Administrative Services, LLC ("FAS") is an affiliate of the
Advisers and serves as the Fund's co-administrator. Under its
Administration Agreement with the Fund, FAS provides certain
administrative and executive management services to the Fund
including: providing the Fund's principal offices and executive
officers, overseeing and administering all contracted service
providers, making recommendations to the Board regarding policies of
the Fund, conducting stockholder relations, authorizing expenses and

other administrative tasks.

Under the Administration Agreement, FAS receives a monthly fee
calculated at an annual rate of 0.20% of the wvalue of the Fund's
average monthly total net assets (including the principal amount of

leverage, 1if any) up to $250 million; 0.18% of the Fund's average
monthly total net assets on the next $150 million; and 0.15% on the
value of the Fund's average monthly total net assets over $400
million. FAS has agreed to waive a portion of its fee in order to
limit the Fund's total monthly administration expenses (including
administration, co-administration, transfer agent and custodian fees)
to 0.30% of the Fund's average monthly total net assets. The equity
owners of FAS are Evergreen Atlantic, LLC and the Lola Brown Trust No.
1B, each of which is considered to be an "affiliated person" of the
Fund as that term is defined in the 1940 Act.

Investors Bank & Trust Company ("Investors Bank") serves as the Fund's
co—administrator and custodian. As compensation for its services,
Investors Bank receives certain out-of-pocket expenses, transaction
fees and asset-based fees of 0.058% annually (or a minimum of $10,500
per month), which are accrued daily and paid monthly.

PFPC Inc. ("PFPC"), an indirect, majority-owned subsidiary of PNC
Financial Services Group, Inc., serves as the Fund's transfer agent,
dividend-paying agent and registrar for the Common Stock. As

compensation for PFPC's services as such, the Fund pays PFPC a monthly
fee plus certain out-of-pocket expenses.

Deutsche Bank Trust Company Americas serves as Auction Agent, transfer
agent, dividend paying agent and registrar for the AMPS.

IMPORTANT TERMS OF THE OFFERING

Total number of Shares available for
Primary Subscription 11,383,335

Total number of Shares available in the Over-
Subscription Privilege 11,383,335

Number of Rights a Common Stockholder will

receive for each outstanding One Right for each Share (+)
Share owned by such Common Stockholder on

the Record Date
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Number of Rights required to purchase one new

Share One Right for each new Share

Subscription Price The greater of (a) the NAV per Share on the Exr

of the volume-weighted

average sales price r¢

the Expiration Date and the four immediately pr

Estimated Subscription Price $9.98

+ The number of Rights to be issued to a Common Stockholder on the Record Date
will be rounded down to the nearest whole number of Rights in cases where Common
Stockholders own fractional Shares. See "The Offering - Over-Subscription

Privilege" below.

IMPORTANT DATES FOR THE OFFERING

Record Date
Subscription Period
Expiration Date of the Offering

Deadline for delivery of Subscription Certificate and payment of Shares,
or Notice of Guaranteed Delivery (*)

Deadline for payment pursuant to Notice of Guaranteed Delivery (%*)
Confirmation to participants

Deadline for final payment for Shares (if any) **

++ Unless the Offering is extended to a date no later than July 21, 2007.

Friday, June 15, 2007
June 20, 2007 to July
July 11, 2007++

July 11, 2007

Wednesday, July 18, 20
July 23, 2007

August 4, 2007

* Record Date Stockholders (defined below) exercising Rights must deliver to
the Subscription Agent (defined Dbelow) by the Expiration Date either (i)

the Subscription Certificate together with the estimated payment or

Notice of Guaranteed Delivery.

*x Since the actual Subscription Price due from subscribing

(ii) a

Common

Stockholders (vis—-a-vis the Estimated Subscription Price above) will not be
determined wuntil after ©printing and distribution of this Prospectus,

additional monies may be owed by subscribers.

KEY ELEMENTS OF THE OFFERING

ONE-FOR-ONE OFFERING

The Offering will give Common Stockholders who own Common Stock on the
Record Date ("Record Date Stockholders") the right to purchase one new
Share for every one Right held. Common Stockholders will receive one

Right for every Share owned on the Record Date. For example,

if a

Common Stockholder owns 100 Shares on the Record Date, such Common
Stockholder will receive 100 Rights entitling such Common Stockholder
to purchase 100 new Shares. Record Date Stockholders may exercise all
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or some of their Rights.

TRANSFERABLE RIGHTS

The Rights 1issued in the Offering will be "transferable," will be
traded on the NYSE, and will provide non-subscribing Common
Stockholders the option of selling their Rights on the NYSE or through
the Subscription Agent. The distribution of the Rights, which
themselves may have intrinsic value, will also provide

non-participating Common Stockholders the possibility of receiving a
cash payment upon the sale of their Rights.

There can be no assurance that a liquid trading market will develop
for the Rights. The period during which Rights will trade will be
limited and, upon expiration of the Offering, the Rights will cease to
trade and will have no residual value. See "Sale of Rights" below. The
Shares to be 1issued pursuant to the Offering will be 1listed for
trading on the NYSE, subject to the NYSE being officially notified of
the issuance of such Shares.

SUBSCRIPTION PRICE

Under the Offering, new Shares will be sold at a price equal to the
greater of (a) the NAV per Share on the Expiration Date or (b) 80% of
the volume-weighted average sales price per Share on the NYSE on the
Expiration Date and the four immediately preceding trading days (the
greater being the "Estimated Subscription Price"). Management believes
that this pricing formula (versus a higher or lower percentage
discount or a pre-determined fixed price) will provide an incentive to
Common Stockholders to participate in the Offering.

OVER-SUBSCRIPTION PRIVILEGE & OVER-ALLOTMENT SHARES

If all of the Rights initially issued are not exercised by Record Date
Stockholders, any unsubscribed Shares will be offered to other Record
Date Stockholders who have exercised all or a portion of their Rights
as well as to subscribing purchasers of Rights ("Rights Purchasers")
who wish to acquire additional Shares (the "Over—-Subscription
Privilege") . However, to the extent there are insufficient
unsubscribed Shares to satisfy all over-subscription requests, Record
Date Stockholders who have exercised all or a portion of their Rights
will have preference in the Over-Subscription Privilege as discussed
below. Also see "The Offering - Over-Subscription Privilege".

If there are not enough unsubscribed Shares to honor all
over—-subscription requests, the Fund may, in its discretion, issue
additional Shares up to 100% of the Shares available in the Offering
to honor over-subscription requests with such additional Shares
subject to the same terms and conditions of this Offering (the

"Over—Allotment Shares") . The unsubscribed Shares and the
Over-Allotment Shares are collectively referred to as the "Excess
Shares".

If there are not enough Excess Shares to fully honor all
over-subscription requests, Excess Shares will be allocated first to
Record Date Stockholders who have exercised all or a portion of their
Rights in accordance with their over-subscription request. If there
are not enough Excess Shares to fully honor all over-subscription
requests by such Record Date Stockholders, the Excess Shares will be

allocated pro-rata among such Record Date Stockholders Dbased on the
number of Rights exercised. Any Excess Shares remaining after
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satisfying all over-subscription requests Dby such Record Date
Stockholders will Dbe allocated among Rights Purchasers who
over-subscribe pro-rata based on the number of Rights exercised. See
"The Offering - Over-Subscription Privilege".

The Horejsi Affiliates have indicated that they will fully subscribe
in the Primary Subscription on the same terms as other Common
Stockholders. The Horejsi Affiliates do not expect to subscribe in the
Over-Subscription Privilege. However, if the Horejsi Affiliates fully

exercise their Rights 1in the Primary Subscription and the
Over-Subscription Privilege, under certain circumstances (e.g., low
participation by Common Stockholders in the Offering), the Horejsi

Affiliates could substantially increase their percentage ownership of
the Fund at an advantageous price.

METHOD FOR EXERCISING RIGHTS

Except as described below, subscription certificates evidencing the
Rights ("Subscription Certificates") will be sent to Record Date
Stockholders or their nominees. If a Record Date Stockholder wishes to
exercise Rights, it may do so in the following ways:

1. Complete and sign the Subscription Certificate. Enclose it in the
envelope provided, together with payment in full and mail or
deliver the envelope to Colbent Corporation (the "Subscription
Agent") at the address indicated on the Subscription Certificate,
calculating the total payment on the basis of the Estimated
Subscription Price of $9.98 per Share (i.e., the estimated
subscription price Dbased on the Fund's NAV and market ©price on
May 4, 2007). The completed and signed Subscription Certificate
and payment must be received by the Expiration Date. PAYMENT
PURSUANT TO THIS METHOD MUST BE IN UNITED STATES DOLLARS BY MONEY
ORDER OR CHECK DRAWN ON A BANK LOCATED IN THE UNITED STATES, MUST
BE PAYABLE TO THE BOULDER GROWTH & INCOME FUND, INC. AND MUST
ACCOMPANY AN EXECUTED SUBSCRIPTION CERTIFICATE FOR SUCH
SUBSCRIPTION CERTIFICATE TO BE ACCEPTED. Because the subscription
price is estimated, each Record Date Shareholder participating in
the Offering should be prepared to pay additional monies (if any)
by the deadline for final payment for Shares as noted above under
"Important Dates for the Offering."

2. A Record Date Stockholder participating in the Offering may
contact its broker, Dbanker or trust company, which can arrange,
on such Record Date Stockholder's behalf, to guarantee delivery
of payment and delivery of a properly completed and executed
Subscription Certificate pursuant to a notice of guaranteed
delivery ("Notice of Guaranteed Delivery") by the close of
business on the third Business Day (defined below) after the
Expiration Date. The broker, Dbanker, or trust company may charge
such Record Date Stockholder a fee for this service; the Fund is
not responsible for paying any fees charged by any such broker,
bank, or trust company.

Rights holders will have no right to rescind a purchase after the
Subscription Agent has received the Subscription Certificate or Notice
of Guaranteed Delivery. See "The Offering - Method of Exercising
Rights" and "The Offering - Payment for Shares."

The Subscription Agent will deposit all checks received by it prior to
the final due date into a segregated interest Dbearing account at
FEastern Bank pending distribution of the Shares from the Offering. All
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interest will accrue to the benefit of the Fund and investors will not
earn interest on payments submitted or be able to credit such interest
against any additional monies owed (if applicable).

STOCKHOLDER INQUIRIES SHOULD BE DIRECTED TO , THE FUND'S
INFORMATION AGENT, AT [ ]

SALE OF RIGHTS

The Rights are transferable until the Expiration Date and will be
admitted for trading on the NYSE. Although no assurance can be given
that a market for the Rights will develop, trading in the Rights on
the NYSE will begin on a "when-issued" basis beginning on or about the
Record Date and may be conducted until the close of trading on the
last NYSE trading day prior to the Expiration Date. The value of the
Rights, if any, will be reflected by the market price. Rights may be
sold by individual holders or may be submitted to the Subscription
Agent for sale. Any Rights submitted to the Subscription Agent for
sale must be received by the Subscription Agent on or before Tuesday,
July 10, 2007, one Business Day prior to the Expiration Date, due to
normal settlement procedures. Trading of the Rights on the NYSE will
be conducted on a when-issued Dbasis until and including the date on
which the Subscription Certificates are mailed to Common Stockholders
and thereafter will be conducted on a regular way basis until and
including the last NYSE trading day prior to the Expiration Date. The
Shares will begin trading ex-Rights on a "when-issued" basis beginning
on or about the Record Date. If the Subscription Agent receives Rights
for sale in a timely manner, it will use its best efforts to sell the
Rights on the NYSE. Any commissions will be paid by the selling Rights
holders. Neither the Fund nor the Subscription Agent will be
responsible 1f Rights cannot be sold and neither has guaranteed any
minimum sales price for the Rights. The Fund is not responsible for
any Rights submitted to the Subscription Agent for sale by
Stockholders. For purposes of this Prospectus, a "Business Day" shall
mean any day on which trading is conducted on the NYSE.

OFFERING FEES AND EXPENSES

The Fund expects to incur approximately $152,000 of expenses in
connection with the Offering. See "The Offering - Expenses of the
Fund" below.

RESTRICTIONS ON FOREIGN STOCKHOLDERS

The Fund will not mail Subscription Certificates to Common
Stockholders whose record addresses are outside the United States or
who have an APO or FPO address. Common Stockholders whose addresses
are outside the United States or who have an APO or FPO address and
who wish to subscribe to the Offering either partially or in full
should contact the Subscription Agent by written instruction or
recorded telephone conversation no later than three Business Days
prior to the Expiration Date. If the Subscription Agent has received
no instruction by the third business day prior to the Expiration Date
or the Fund has determined that the Offering may not be made to a
particular Common Stockholder, the Subscription Agent will attempt to
sell all of such Common Stockholder's Rights and remit the net
proceeds, 1f any, to such Common Stockholder. If the Rights can be
sold, sales of these Rights will be deemed to have been effected at
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the average-weighted sales price received by the Subscription Agent on
the day the Rights are sold, less any applicable brokerage
commissions, taxes and other expenses.

USE OF PROCEEDS

The net proceeds of the Offering are estimated to be approximately
$113,420,000. This figure is based on the Estimated Subscription Price
per Share of $9.98 and assumes all Rights offered are exercised and
that the expenses related to the Offering estimated at approximately
$152,000 are paid. Assuming all Over-Allotment Shares are sold in
addition to all Primary Subscription Shares, the gross proceeds of the
Offering are estimated to be approximately $272,935,994. The Advisers
anticipate that it may take up to six months for the Fund to invest
substantially all of the net proceeds of this Offering in accordance
with its investment objective and policies under current market
conditions. Pending such investment, the Fund anticipates investing
the proceeds in short-term securities issued by the U.S. government or
its agencies or instrumentalities or in high quality, short-term or
long-term debt obligations or money market instruments. See "Use of
Proceeds" below.

RISK FACTORS

See "Risk Factors" below.

FEE TABLE

STOCKHOLDER TRANSACTION EXPENSES

Sales Load (as a percentage of the Offering price)
Dividend Reinvestment and Cash Purchase Plan Fees

CURRENT EXPECTED ANNUAL FUND EXPENSES BEFORE THE RIGHTS OFFERING
(as a percentage of net assets attributable to common shares)

Management Fees

Interest Payment on Borrowed Funds
Administration Fees

Other Expenses

Acquired Funds
Total Annual Expenses

EXAMPLE 1 YEAR 3 YEARS

A Common Stockholder would pay the following expenses on a
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$1,000 investment assuming a 5% annual return. sl 1

The purpose of the foregoing table and example is to assist Rights holders in
understanding the various costs and expenses that an investor in the Fund bears,
directly or indirectly, BUT SHOULD NOT BE CONSIDERED A REPRESENTATION OF PAST OR
FUTURE EXPENSES OR RATES OF RETURN. THE ACTUAL EXPENSES OF THE FUND MAY BE
GREATER OR LESS THAN THOSE SHOWN. The figures provided under "Other Expenses"
are based upon estimated amounts for the current fiscal year. The 5% annual
return shown in this example is used for illustrative purposes only and in no
way should be construed as a guarantee of future performance of the Fund. For
more complete descriptions of certain of the Fund's cost and expenses, see
"Management of the Fund" in this Prospectus and the SAI. Also see "Expenses of
the Fund" below.

FINANCIAL HIGHLIGHTS

The table Dbelow sets forth selected financial data for a Share outstanding
throughout the period presented. The per Share operating performance and ratios
for the Fund's fiscal year ended November 30, 2006 were audited by Deloitte &
Touche LLP, the Fund's publicly registered independent accounting firm, as
stated in their report which is 1incorporated by reference into the SAI. The per
Share operating performance and ratios for the Fund's fiscal year ended November
30, 2005 were audited by KPMG LLP, the Fund's publicly registered independent
accounting firm during that period, as stated in their report which is
incorporated by reference into the SAI. The per Share operating performance and
ratios for the Fund's fiscal years ended November 30, 2004 and prior years were
also audited by the Fund's publicly registered independent accounting firm KPMG
LLP. The following information should be read in conjunction with the Financial
Statements and Notes thereto, which are incorporated by reference into the SAI.
The Table below contains per share operating performance data, total investment
returns, ratios to average net assets, and other supplemental data.

[INSERT TABLE OF FINANCIAL HIGHLIGHTS INFORMATION]

THE FUND
The Fund 1is a non-diversified, closed-end management investment company
organized as a Maryland corporation in October 1972. From its inception, and

prior to April 26, 2002, the Fund was named USLife Income Fund, Inc. and was
virtually 100% invested in corporate bonds. In January 2002, the Fund's largest
stockholder, the Ernest Horejsi Trust No. 1B, succeeded in replacing the Board
with a slate of its nominees. Soon thereafter, in April 2002, stockholders
approved changing the Fund's investment objective and corporate name, changing
the Fund's classification from diversified to non-diversified and changing or
eliminating a number of the Fund's fundamental investment restrictions.
Thereafter, the Fund began the process of ligquidating its corporate Dbond
portfolio and began investing in common equities consistent with the new
investment objective.

As of May 4, 2007, the Fund had 11,383,335 Shares outstanding. The Common
Stock is traded on the NYSE under the symbol "BIF." The average weekly trading
volume of the Common Stock on the NYSE during the period from May 1, 2007,
through May 31, 2007 was [ ] Shares. As of May 4, 2007, the total net

Sl ]
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assets of the Fund, including $25 million in AMPS leverage, were approximately
$129,726,682.

The following provides information about the Fund's outstanding Shares as
of May 4, 2007:

Amount
Title of Class Authorized
Common Shares. . ...t it teeeeeeeneennnn 250,000,000
N 1= Ot 1,000

USE OF PROCEEDS

Management estimates the net proceeds of the Offering to be approximately
$113,420,000 based on an Estimated Subscription Price of $9.98 per Share,
assuming the Offering 1is fully subscribed and the expenses related to the
Offering are approximately $152,000. Assuming all Over-Allotment Shares are sold
in addition to all Primary Subscription Shares, the gross proceeds of the
Offering are estimated to be approximately $227,120,300. The foregoing estimates
are based on the closing price of the Shares on May 4, 2007. Accordingly, the
assumptions and projections contained in this Prospectus are subject to change
significantly depending on changes in market conditions for the Shares and
performance of the Fund's portfolio.

The Advisers anticipate that it may take up to six months for the Fund to invest
substantially all of the net proceeds of this Offering in accordance with its
investment objective and policies under current market conditions. Pending such
investment, the Fund anticipates investing the proceeds in short-term securities
issued by the U.S. government or its agencies or instrumentalities or in high
quality, short-term or long-term debt obligations or money market instruments.
The increase in assets as a result in the Offering may also be used to help the
Fund maintain the Distribution Policy. The Distribution Policy permits Common
Stockholders to realize a predictable, but not assured, level of cash flow and
some liquidity periodically with respect to their Common Stock without having to
sell Shares. See the discussion regarding "Dividends and Distributions" below.

INVESTMENT OBJECTIVE AND POLICIES

Investment Objective. The Fund's investment objective is total return. The Fund
seeks to produce both income and long-term capital appreciation by investing in
a portfolio of equity and debt securities. The Fund invests primarily in common
stocks, including dividend paying common stocks such as those issued by
utilities, REITs and RICs. The Fund also invests in fixed income securities such
as U.S. government securities, preferred stocks and bonds. The Fund invests
primarily in securities of U.S.-based companies and to a lesser extent in
foreign equity securities and sovereign debt, in each case denominated in
foreign currency. The Fund has no restrictions on its ability to invest in
foreign securities. The Fund is concentrated in Real Estate Related Companies,
which means it must invest more than 25% of its total assets in such companies.
No assurance can be given that the Fund will achieve its investment objective.

Investment Policies. The Fund is a "non-diversified" investment company, as

Amount
the Fund c
Accc
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defined in the 1940 Act, which means that it is permitted to invest its assets

in a more limited number of issuers than "diversified" investment companies. A
diversified company may not, with respect to 75% of its total assets, invest

more than 5% of its total assets in the securities of any one issuer and may not
own more than 10% of the outstanding voting securities of any one issuer.
However, under Subchapter M of the Code, (A) not more than 25% of the Fund's
total assets may be invested in securities of any one issuer (other than U.S.
government securities and RICs) or of any two or more issuers controlled by the
Fund which may be deemed to be engaged in the same, similar or related trades or
businesses; and (B) with respect to 50% of the total wvalue of the Fund's
portfolio, (i) the Fund must limit to 5% the portion of its assets invested in
the securities of a single issuer (other than U.S. government securities and
RICs), and (ii) the Fund may not own more than 10% of the outstanding voting
securities of any one issuer (other than U.S. government securities and RICs).
The Fund intends to concentrate its common stock investments in a few issuers
and to take large positions in those issuers, consistent with being a
"non-diversified" fund. As a result, the Fund may be subject to a greater risk
of loss than a diversified fund or a fund that has diversified its investments
more broadly. Taking larger positions is also likely to increase the volatility
of the Fund's net asset value, reflecting fluctuation in the value of large Fund
holdings.

The Fund has adopted a concentration policy pursuant to which it must, under
normal market conditions, invest more than 25% of its total assets in Real
Estate Related Companies. The Fund must obtain stockholder approval prior to
changing this policy. Real Estate Related Companies include, but are not limited
to: REITs and other closed-end registered investment companies that invest
primarily in REITs; home builders; real estate developers; property management
companies; real estate brokerage companies; commercial and industrial
construction companies; financial companies who make or service real estate
mortgages and/or construction loans; title, homeowners and builders risk
insurance companies; manufacturers, distributors and retailers of construction
materials and/or building supplies; lumber, paper, forest products, and other
companies with significant real estate holdings; holding companies of any of
these companies; and any other companies that the Fund's advisers reasonably
determine are "real estate related companies". Although the Fund may invest in
Real Estate Related Companies of any size, it currently intends to invest in
such companies with market capitalizations of greater than $500 million.
Although the Fund generally invests in U.S.-based Real Estate Related Companies,
such companies may invest directly or indirectly in non-U.S. properties, and the
Fund may make direct investments in foreign Real Estate Related Companies.

Under the 1940 Act, the Fund is subject to certain conditions and restrictions
with regard to its investments in RICs (see "Portfolio Contents - Registered
Investment Companies"). Under Subchapter M of the Code, no single investment can
exceed 25% of the Fund's total assets at the time of purchase. These percentage
limitations are calculated at the time of investment, and the Fund is not
required to dispose of assets if holdings increase above these levels due to
appreciation. As of May 4, 2007, 0.00% of the Fund's total assets were invested

in RICs, and 32.90% of the Fund's total assets were invested 1in Berkshire
Hathaway, Inc. (NYSE: BRK). The Fund has no restrictions on its ability to
invest in foreign securities. As of May 4, 2007, % of the Fund's total

assets were invested in foreign securities.

Under normal market conditions, the Fund intends to invest at least 80% of its
total assets in common stocks, primarily domestic common stocks and secondarily
in foreign common stocks denominated in foreign currencies. The Fund's

investments in common stocks may include, Dbut is not limited to, RICs whose
objective is income, REITs, and other dividend-paying common stocks. The portion
of the Fund's assets that are not invested in common stocks may be invested in
fixed income securities, cash equivalents and other income-producing securities.
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The term "fixed income securities" includes Dbut is not limited to corporate
bonds, U.S. government securities, notes, bills, debentures, preferred stocks,
convertible securities, Dbank debt obligations, repurchase agreements and

short-term money market obligations.

The portion of the Fund's assets that are not invested in common stocks may be
invested in fixed income securities (including bonds, U.S. government
securities, notes, bills, debentures, preferred stocks, convertible securities,
bank debt obligations, repurchase agreements and short-term money market
obligations), cash equivalents and income-producing common stocks. Under normal
market conditions, the Fund will not have more than 20% of its total assets in
cash or cash equivalents. The Fund may, for temporary defensive purposes,
allocate a higher portion of its assets to cash and cash equivalents. For this
purpose, cash equivalents consist of, but are not limited to, short-term (less
than twelve months to maturity) U.S. government securities, certificates of
deposit and other bank obligations, investment grade corporate bonds other debt
instruments and repurchase agreements.

The Fund is also subject to the following fundamental policies, which may only
be changed with stockholder approval. The Fund may not:

1. Issue any senior securities except as permitted under the 1940 Act.
2. Invest in the securities of companies conducting their principal
business activity in the same industry 1if, immediately after such

investment, the value of its investments in such industry would exceed
25% of the value of its total assets; provided that this limitation
will not apply to Real Estate Related Companies.

3. Participate on a joint or a joint and several basis in any trading
account 1in securities, except that the Fund may, to the extent
permitted Dby rules, regulations or orders of the Securities and
Exchange Commission, combine orders with others for the purchases and
sales of securities in order to achieve the best overall execution.

4. Purchase or sell interests in o0il, gas or other mineral exploration or
development programs.

5. Purchase or sell real estate, except that the Fund may purchase or
sell interests in REITs and securities secured Dby real estate or
interests therein issued by companies owning real estate or interests

therein.
6. Purchase or sell commodities or commodity contracts.
7. Make loans other than through the purchase of debt securities in

private placements and the loaning of portfolio securities.

8. Borrow money in an amount exceeding the maximum permitted under the
1940 Act.
9. Underwrite securities of other issuers, except insofar as it may be

deemed to be an underwriter in selling a portfolio security which may
require registration under the Securities Act of 1933, as amended (the
"Securities Act").

10. Invest more than 30% of the value of its total assets in securities
which have been acquired through private placements.

11. Purchase or retain the securities of any issuer, if, to the Fund's
knowledge, those officers and directors of the Fund or its investment
advisers who individually own beneficially more than 1/2 of 1% of the
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outstanding securities of such issuer, together own beneficially more
than 5% of such outstanding securities.

12. Pledge, mortgage or hypothecate its assets except in connection with
permitted borrowing and to the extent related to transactions in which
the Fund is authorized to engage.

Except for the Fund's investment objective, industry concentration and
fundamental investment restrictions as described in this prospectus and in the
SAI, the ©percentage limitations and investment policies set forth in this

prospectus can be changed by the Board without stockholder approval.

Other Investment Techniques. The Fund may engage in other types of transactions,
including, but not limited to, investment in restricted and illiquid securities,

repurchase agreements, when-issued and forward commitment transactions,
borrowing, securities lending and other transactions. For a description of such
types of transactions, see "Investment Policies and Techniques" and "Other

Investment Policies and Techniques" in the SATI.

INVESTMENT PHILOSOPHY

Common Stocks. With respect to the Fund's common stock portfolio (other than
common stocks purchased primarily for their income-producing potential), the
Advisers use an "intrinsic value" approach to selecting and managing the Fund's
assets. The Advisers define intrinsic value as the discounted value of the cash
that can be taken out of a business during its remaining life. Accordingly, in
their securities selection process, the Advisers put primary emphasis on
analysis of balance sheets, cash flows, the quality of management and its
ability to efficiently and effectively allocate capital, wvarious internal
returns which indicate profitability, and the relationships that these factors
have to the price of a given security. The intrinsic value approach is based on
the belief that the securities of certain companies may sell at a discount from
the Advisers' estimate of such companies' "intrinsic value". The Advisers will
attempt to identify and invest in such securities, with the expectation that
such value discount will narrow over time and thus provide capital appreciation
for the Fund. When the Fund makes an investment in common stock of an issuer, it
will likely make a significant investment and typically hold such stock for a
long period of time. Over time, the Fund believes that value investing produces
superior total returns.

Fixed Income Investments. In seeking its total return objective, the Fund may
invest a portion of its assets in U.S. government securities, preferred stocks,
bonds and other income producing securities. In selecting such investments, the
Advisers consider, among other things, current vyield, liquidity, price
variability and the underlying fundamental characteristics of the issuer, with
particular emphasis on debt to equity and debt coverage ratios.

PORTFOLIO CONTENTS

At any given time, the Fund has some or all of the types of investments
described below. Under normal market conditions, the Fund invests primarily in a
portfolio of common stocks and income producing securities such as stocks of
REITs and other Real Estate Related Companies, RICs and wutilities, Dbonds and
preferred stocks.

Common Stocks. The Fund may invest all or any portion of its assets in common
stock. Common stock is defined as shares of a corporation that entitle the
holder to a pro rata share of the profits of the corporation, 1if any, without
preference over any other stockholder or class of stockholders, including
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holders of the corporation's preferred stock and other senior equity. Common
stock usually carries with it the right to vote and frequently an exclusive
right to do so. Upon ligquidation, holders of common stock also have the right to
participate in the assets of the corporation after all other claims are paid.

In selecting common stocks for investment, the Fund expects to focus primarily
on U.S.-based companies, although the Fund is permitted to invest in companies
outside the U.S. Generally, target companies have consistent high returns on
equity, while using modest amounts of debt relative to their industries. The
Fund seeks investments in businesses the Advisers understand which have fairly
predictable and improving future earnings, and most importantly, are reasonably
priced relative to the businesses' earnings and anticipated growth in earnings.
The Fund does not focus its investments in "large-cap", "mid-cap" or "small-cap"
companies since the Advisers believe it would be unwise to impose such
investment limitations.

Real Estate Related Companies and REITs. As a matter of investment policy, the
Fund is concentrated 1in Real Estate Related Companies, which means it must,
under normal market conditions, invest more than 25% of its total assets in such
companies. The Fund must obtain stockholder approval prior to changing this
policy. REITs are included in the definition of Real Estate Related Companies
and comprise a substantial portion of the Fund's assets. As of May 4, 2007, __ %
of the Fund's total assets were invested in REITs. REITs invest primarily in
commercial real estate or real estate-related loans. A REIT is not taxed on
income distributed to its stockholders or wunit-holders if it complies with
regulatory requirements relating to its organization, ownership, assets and
income, and with a regulatory requirement that it distribute to its stockholders
or unit-holders at least 90% of its taxable 1income for each taxable vyear.
Generally, REITs can be classified as equity REITs, mortgage REITs and hybrid
REITs. Equity REITs invest the majority of their assets directly in real
property and derive their income primarily from rents and capital gains from
appreciation realized through property sales. Mortgage REITs invest the majority
of their assets in real estate mortgages and derive their income primarily from
interest payments. Hybrid REITs combine the characteristics of both equity and
mortgage REITs. By investing in REITs indirectly through the Fund, Common
Stockholders will bear not only the proportionate share of the expenses of the
Fund, Dbut also, indirectly, similar expenses of underlying REITs. The Fund
invests in REITs primarily for income.

The Fund may be subject to certain risks associated with the direct investments
of the REITs in which it invests. REITs may be affected by changes in their
underlying properties and by defaults by borrowers or tenants. Mortgage REITs
may be affected by the quality of the credit extended. Furthermore, REITs are
dependent on specialized management skills. Some REITs may have limited
diversification and may be subject to risks inherent 1in financing a limited
number of properties. REITs depend generally on their ability to generate cash
flow to make distributions to stockholders or unit-holders, and may be subject
to defaults by borrowers and to self-liquidations. In addition, a REIT may be
affected by its failure to qualify for tax-—free pass-through of income under the
Code or its failure to maintain exemption from registration under the 1940 Act.

Registered Investment Companies (RICs). The Fund may invest in securities issued
by RICs subject to such 1limitations, restrictions and conditions as imposed by
Federal law. The common stock of closed-end RICs can trade at a substantial
discount to the underlying net asset value of the RIC, and the Fund may, from
time to time, 1invest in common stocks issued by RICs when they are trading at
discounts or when the Advisers otherwise deem market conditions appropriate. The
Fund intends to normally invest in RICs that pay dividends. RICs that pay
regular dividends typically own interest rate sensitive securities, which tend
to increase in value when interest rates decline, and decrease in value when
interest rates increase. To the extent that the Fund invests in RICs, the Fund's
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stockholders will incur expenses with respect to both the Fund and that portion
of the Fund's assets invested in other RICs. However, as common stocks of
closed-end RICs can trade at substantial discounts to their underlying net asset
values, the Advisers may deem the underlying expense of investing in a
particular RIC to have minimal impact when compared to the discount at which the
Fund may buy its shares. The net asset value and market value of common stocks
issued by RICs will fluctuate with the value of the underlying assets. The Fund
may invest in the auction market preferred stock of other closed-end funds
primarily as a means of investing the Fund's cash for the short-term in higher
yielding alternatives to repurchase agreements or government securities that
include direct obligations of the United States and obligations issued by U.S.
government agencies and instrumentalities ("Government Securities"). The Fund
will consider investing cash in these instruments, and other short-term money
market type alternatives, when the yield spread is adequately attractive over
repurchase agreements and Government Securities. The Fund generally will invest
in auction market ©preferred stocks that are rated AAA although it may invest in
lower rated securities from time to time.

Prior to July 31, 2006, the Fund was restricted from investing more than 10% of
its total assets in other RICs. However, effective July 31, 2006, new rules
under the 1940 Act lifted these restrictions such that the Fund may now invest
more than 10% of its total assets in other RICs with certain restrictions
including: (i) a 3% limitation on acquiring the total outstanding voting shares
of any other single RIC; (ii) voting shares of acquired RICs in accordance with
certain stockholder ©principles; and (iii) not acquiring shares of other RICs
with the purpose of requiring the acquired RIC to redeem greater than one
percent of that RIC's outstanding shares in a period of less than 30 days. As a
result of these changes to the 1940 Act rules, and consistent with the Fund's
investment objectives, the Fund may invest a greater percentage of its assets in
RICs subject to any restrictions or limitations imposed by Federal law.

Preferred Stocks. The Fund may invest in preferred securities, 1including the
preferred securities issued by RICs. Preferred securities are equity securities,
but they have many characteristics of fixed income securities, such as a fixed

dividend payment rate and/or a liquidity preference over the issuer's common
shares. However, because preferred securities are equity securities, they may be
more susceptible to risks traditionally associated with equity investments than
fixed income securities. Unlike common stock, preferred securities typically do
not have voting rights.

Fixed rate preferred stocks have fixed dividend rates. They can be perpetual,
with no mandatory redemption date, or issued with a fixed mandatory redemption
date. Certain issues of preferred stock are convertible into other equity
securities. Perpetual preferred stocks provide a fixed dividend throughout the
life of the issue, with no mandatory retirement provisions, but may be callable.
Sinking fund preferred stocks provide for the redemption of a portion of the
issue on a regularly scheduled basis with, in most cases, the entire issue being
retired at a future date. The value of fixed rate preferred stocks can be
expected to vary inversely with interest rates. Adjustable rate preferred stocks
have a wvariable dividend rate which is determined periodically, typically
quarterly, according to a formula based on a specified premium or discount to
the yield on particular Government Securities, typically the highest base-rate
yield of one of three Government Securities: the 90-day Treasury Dbill; the
10-year Treasury note; and either the 20-year or 30-year Treasury bond or other
index. The premium or discount to be added to or subtracted from this base-rate
yield is fixed at the time of issuance and cannot be changed without the
approval of the holders of the adjustable rate preferred stock. Some adjustable
rate preferred stocks have a maximum and a minimum rate and in some cases are
convertible into common stock.

Auction rate preferred stocks pay dividends that adjust based on periodic
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auctions. Such preferred stocks are similar to short-term corporate money market
instruments in that an auction rate preferred stockholder has the opportunity to
sell the preferred stock at par in an auction, normally conducted at least every
49 days, through which buyers set the dividend rate in a bidding process for the
next period. The dividend rate set in the auction depends on market conditions
and the credit quality of the particular issuer. Typically, the auction rate
preferred stock's dividend rate is limited to a specified maximum percentage of
an external commercial paper index as of the auction date. Further, the terms of
the auction rate preferred stocks generally provide that they are redeemable by
the issuer at certain times or under certain conditions.

The Fund may, from time to time, invest in preferred securities that are rated,
or whose issuer's senior debt is rated, investment grade by Moody's and Standard
& Poor's ("S&P") at the time of investment, although the Fund is not limited to
investments in investment grade preferred securities. In addition, the Fund may
acquire unrated 1issues that the Advisers deem to be comparable in quality to
rated issues in which the Fund is authorized to invest.

Money Market Instruments. Under normal market conditions, the Fund may hold up
to 20% of its total assets in cash or money market instruments. The Fund intends
to invest in money market instruments pending investments in common stocks, to
serve as collateral in connection with certain investment techniques, and to
hold as a reserve pending the payment of dividends to investors. When the
Advisers Dbelieve that economic circumstances warrant a temporary defensive
posture, the Fund may invest without limitation in short-term money market
instruments.

Money market instruments that the Fund may acquire wusually will be securities
rated 1in the highest short-term rating category Dby Moody's or S&P or the
equivalent from another major rating service, or securities of issuers that have
received such ratings with respect to other short-term debt or comparable
unrated securities. Money market instruments in which the Fund typically expects
to invest include: Government Securities (as defined below); bank obligations
(including certificates of deposit, time deposits and bankers' acceptances of
U.S. or foreign banks); commercial paper rated P-1 by Moody's or A-1 by S&P and
repurchase agreements.

Repurchase Agreements. The Fund may invest temporarily, without limitation, in
repurchase agreements, which are agreements pursuant to which securities are
acquired by the Fund from a third party with the understanding that they will be
repurchased by the seller at a fixed price on an agreed date. These agreements
may be made with respect to any of the portfolio securities in which the Fund is
authorized to invest. Repurchase agreements may be characterized as loans
secured by the underlying securities. The Fund may enter into repurchase
agreements with (i) member Dbanks of the Federal Reserve System having total
assets in excess of $500 million and (ii) securities dealers, provided that such
banks or dealers meet certain creditworthiness standards established by the
Board. The resale price reflects the purchase price plus an agreed-upon market
rate of interest which is wunrelated to the coupon rate or date of maturity of
the purchased security. The collateral 1is marked to market daily. Such
agreements permit the Fund to keep all its assets earning interest while
retaining "overnight" flexibility 1in pursuit of 1investments of a longer term
nature.

Government Securities. The Fund may invest in Government Securities. Included
among direct obligations of the United States are treasury bills, treasury notes
and treasury bonds, which differ principally in terms of their maturities and
are supported by the full faith and credit of the U.S. government. Securities
issued by U.S. government agencies and instrumentalities include other
securities that are supported by the full faith and credit of the United States
(such as Government National Mortgage Association certificates); securities that
are supported by the right of the issuer to borrow from the U.S. Treasury (such
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as securities of Federal Home Loan Banks); and securities that are supported by
the credit of the instrumentality (such as Federal National Mortgage Association
and Federal Home Loan Mortgage Corporation Dbonds). No assurance can be given
that the U.S. government will provide financial support in the future to U.S.
government agencies, authorities or instrumentalities that are not supported by
the full faith and credit of the United States. Securities guaranteed as to
principal and interest by the U.S. government, 1its agencies, authorities or
instrumentalities include (i) securities for which the payment of principal and
interest 1is Dbacked by an irrevocable letter of credit issued by the U.S.
government or any of its agencies, authorities or instrumentalities; and (ii)
participations in loans made to non-U.S. governments or other entities that are
so guaranteed. The secondary market for certain of these participations 1is
limited and therefore may be regarded as illiquid.

Zero Coupon Securities. The Fund may invest up to 10% of its total assets in
zero coupon securities issued by the U.S. government, its agencies or

instrumentalities, as well as custodial receipts or certificates underwritten by
securities dealers or banks that evidence ownership of future interest payments,
principal payments or both on certain government securities. Zero coupon
securities pay no cash income to their holders until they mature and are issued
at substantial discounts from their value at maturity. When held to maturity,
their entire return comes from the difference between their purchase price and
their maturity value. Because interest on zero coupon securities is not paid on
a current Dbasis, the values of securities of this type are subject to greater
fluctuations than are the values of securities that distribute income regularly
and may be more speculative than such securities. Accordingly, the values of
these securities may be highly volatile as interest rates rise or fall. 1In
addition, the Fund's investments 1in zero coupon securities will result in
special tax consequences. Although zero coupon securities do not make interest
payments, for tax purposes a portion of the difference Dbetween a zero coupon
security's maturity value and its purchase price is taxable income of the Fund
each year.

Custodial receipts evidencing specific coupon or principal payments have the
same general attributes as =zero coupon Government Securities Dbut are not
considered to be Government Securities. Although typically under the terms of a
custodial receipt the Fund is authorized to assert its rights directly against
the issuer of the underlying obligation, the Fund may be required to assert
through the custodian bank such rights as may exist against the wunderlying
issuer. Thus, in the event the underlying issuer fails to pay principal and/or

interest when due, the Fund may be subject to delays, expenses and risks that
are greater than those that would have been involved if the Fund had purchased a
direct obligation of the issuer. In addition, in the event that the trust or
custodial account in which the underlying security has been deposited is
determined to be an association taxable as a corporation, instead of a

non-taxable entity, the yield on the underlying security would be reduced in
respect of any taxes paid.

Lending Of Securities. The Fund is authorized to lend securities it holds to
brokers, dealers and other financial organizations. Loans of the Fund's
securities, if and when made, may not exceed 33-1/3% of the Fund's total assets.
The Fund's loans of securities will be collateralized by cash, letters of credit
or Government Securities that will be maintained at all times in a segregated
account with the Fund's custodian 1in an amount at least equal to the current
market value of the loaned securities.

By lending its portfolio securities, the Fund can increase 1its income by
continuing to receive interest on the loaned securities, by investing the cash
collateral 1in short-term instruments or by obtaining yield in the form of
interest paid by the borrower when Government Securities are used as collateral.
The risk in lending portfolio securities, as with other extensions of credit,
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consists of the possible delay in recovery of the securities or the possible
loss of rights in the collateral should the borrower fail financially. The Fund
will adhere to the following conditions whenever it lends its securities: (i)
the Fund must receive at least 100% cash collateral or equivalent securities
from the borrower, which will be maintained by daily marking-to-market; (ii) the
borrower must increase the <collateral whenever the market wvalue of the

securities loaned rises above the level of the collateral; (iii) the Fund must
be able to terminate the loan at any time; (iv) the Fund must receive reasonable
interest on the loan, as well as any dividends, interest or other distributions

on the loaned securities and any increase in market wvalue; (v) the Fund may pay
reasonable fees approved by its board of directors, including, for example, fees
to (a) the custodian in connection with support of the lending activities, (b)
the loan or placing broker for arranging the securities loan, and/or (iii) the
borrower for participating in the loan transaction; and (c) voting rights on the
loaned securities may pass to the borrower, except that, if a material event
adversely affecting the investment in the loaned securities occurs, the Board
must terminate the loan and regain the Fund's right to vote the securities.

Portfolio Turnover. Although the Advisers are not restricted with respect to
portfolio turnover, 1t is not the Fund's policy to engage in transactions with
the objective of seeking profits from short-term trading. It is expected that
the annual portfolio turnover rate of the Fund will be less than 50% excluding
securities having a maturity of one year or less. Because it is difficult to
accurately predict portfolio turnover rates, actual turnover may be higher or
lower. Higher portfolio turnover results in increased Fund expenses, including
brokerage commissions, dealer mark-ups and other transaction costs on the sale
of securities and on the reinvestment in other securities. For the fiscal years
ended November 30, 2005 and November 30, 2006, the Fund's portfolio turnover
rates were % and __ %, respectively. The Fund may also invest in RICs which
also may not be limited in their portfolio trading activity. Higher turnover
rates generally result in correspondingly greater Dbrokerage commissions and
other transactional expenses which may be borne by the Fund, directly or through
its investment 1in RICs. Higher turnover rates also may be more 1likely to
generate capital gains that must be distributed to Fund stockholders, either as
a result of the Fund's receipt of capital gains from RIC transactions or from
the Fund's trading in RICs or other investments

RISK FACTORS

Following is a summary of some of the matters that a stockholder or prospective
stockholder should consider before investing in the Fund through the Offering.
It is not intended to be a complete review of every risk that stockholders face
when investing in Shares:

Non-Diversified Status Risk. The Fund is classified as "non-diversified" wunder
the 1940 Act. As a result, 1t can 1invest a greater portion of its assets in
obligations of a single issuer than a "diversified" fund. The Fund will
therefore be more susceptible than a diversified fund to being adversely
affected by any single corporate, economic, political or regulatory occurrence.
The Fund intends to diversify its investments to the extent necessary to
qualify, and maintain its status, as a regulated investment company under U.S.
federal income tax laws. See "Federal Income Tax Matters".

Investments in Common Stocks. The Fund intends to invest, under normal market
conditions, at least 80% of its total assets in publicly traded common stocks.
Common stocks generally have greater risk exposure and reward potential over
time than bonds. The volatility of common stock prices has historically been
greater than bonds, and as the Fund invests primarily in common stocks, the
Fund's net asset value may also be volatile. Further, Dbecause the time horizon
for the Fund's investments in common stock is longer, the time necessary for the
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Fund to achieve its objective of total return will likely be longer than for a
fund that invests solely for income.

Concentration Risk. The Fund intends to concentrate its common stock investments
in a few issuers and to take large positions in those issuers, consistent with
being a "non-diversified" fund. As a result, the Fund may be subject to a
greater risk of loss than a diversified fund or a fund that has diversified its
investments more broadly. Taking larger positions is also likely to increase the
volatility of the Fund's net asset value, reflecting fluctuation in the value of
large Fund holdings.

Investment in Berkshire Hathaway. The Fund presently has invested a significant
percentage of its portfolio 1in Berkshire Hathaway, Inc. (NYSE: BRK)
("Berkshire"). As of May 4, 2007, the Fund held 750 Berkshire Class A shares,
representing 32.90% of the Fund's total assets. The Advisers do not currently
intend to liquidate any portion of the Fund's position in Berkshire. Although
not an insurance company 1itself, Berkshire owns Geico Insurance, General Re
Insurance and other insurance companies, and therefore derives a significant
portion of its income, and its value, from insurance companies. The insurance
business can be significantly affected by interest rates as well as price
competition within the industry. In addition, an insurance company may
experience significant changes in its year to year operating performance based
both on claims paid and on performance of invested assets. Insurance companies
can also be affected by government regulations and tax laws, which may change
from time to time. A significant decline in the market price of Berkshire or any
other company in which the Fund has made a significant common stock investment
(i) would result in a significant decline in the Fund's net asset value; (ii)
may result in a proportionate decline in the market price of the Shares; and
(iii) may result in greater risk and market fluctuation than a fund that has a
more diversified portfolio.

Investments 1in Real Estate Related Companies. The Fund has adopted a
concentration policy pursuant to which it must, under normal market conditions,
invest more than 25% of its total assets in Real Estate Related Companies. The

Fund must obtain stockholder approval prior to changing this policy, thus
limiting its flexibility to liquidate such companies in the future should market
conditions warrant. Since the Fund will concentrate 1its assets in the real
estate industry, the Fund's performance will be generally linked to performance
of the real estate markets. Property values may fall due to increasing vacancies
or declining rents resulting from economic, legal, cultural or technological
developments. REIT and other Real Estate Related Company prices also may drop
because of the failure of borrowers to pay their loans and poor management. Many
REITs utilize 1leverage, which increases investment risk and could adversely
affect a REIT's operations and market value in periods of rising interest rates,
as well as risks normally associated with debt financing. In addition, there are
risks associated with particular sectors of real estate investments (e.g.,
retail, office, hotel, healthcare and multifamily properties), although the Fund
does not intend to focus on any particular sector of real estate investments.

Leveraging Risk. The Fund is currently leveraged with the AMPS. Use of leverage
may have a number of adverse effects on the Fund and its stockholders including:
(1) leverage may magnify market fluctuations in the Fund's underlying holdings
thus causing a disproportionate change in the Fund's net asset value; (ii) the
Fund's cost of leverage may exceed the return on the underlying securities
acquired with the proceeds of the 1leverage, thereby diminishing rather than
enhancing the return to stockholders and generally making the Fund's total

return to such stockholders more volatile; (1ii) the Fund may be required to
sell investments in order to meet dividend or interest payments on the debt or
preferred stock it has issued when it may be disadvantageous to do so; (iv)

leveraging through the issuance of preferred stock requires that the holders of
the preferred stock have class voting rights on various matters that could make
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it more difficult for Common Stockholders to change the investment objective or
fundamental policies of the Fund, to convert it to an open-end fund or make
certain other changes; and (v) the Fund may be forced to redeem some or all of
the AMPS at inopportune times due to a decline 1in market value of Fund
investments. Because the fees paid to the Advisers and FAS will be calculated on
the basis of the Fund's managed assets, the fees will be higher when leverage
(including the AMPS) is utilized, giving the Advisers an incentive to utilize
leverage.

Managed Distribution Policy. In May 2006, the Fund adopted the Distribution
Policy discussed above, pursuant to which Common Stockholders would receive a
consistent, but not assured, periodic cash payment. Presently, under the
Distribution Policy, the Fund makes regular distributions at the rate of $0.115
per Share per month, or $1.38 annually, subject to the Board's right to suspend,
modify or terminate the Distribution Policy at any time. There are certain risks
and negative impacts associated with the Distribution Policy:

- In certain circumstances where the Fund utilizes its capital loss
carry-forwards to offset realized capital gains and pays out a
distribution, there will 1likely be a negative tax impact on Common
Stockholders.

- The Distribution Policy may impact the way in which the Fund is
managed. For example, the Fund may carry a higher balance of cash so
that it is able to fulfill the distribution payments. Also, the
Advisers may sell investments they would not otherwise sell in order
to make payments under the Distribution Policy.

- The Distribution Policy is subject to modification, suspension or
termination at any time by the Board. Suspension or termination of the
Distribution Policy may be required if the Fund has exhausted its
capital loss carry-forwards and has not been successful in obtaining
exemptive relief from Section 19(b) and Rule 19b-1 of the 1940 Act.
Presently the Fund has applied for such exemptive relief. It is not
possible predict when or if such exemptive relief might be forthcoming
or when the Fund's capital loss carry-forwards will be exhausted.

- A suspension or termination of the Distribution Policy could have the
effect of abruptly creating a trading discount (if the Fund is trading
at or above NAV) or widening an existing trading discount.

- If the Fund's annual total return 1s less than the annual
distribution, the Distribution Policy could have the effect of
shrinking the assets of the Fund and thus increasing the Fund's
expense ratio (i.e., the Fund's fixed expenses will be spread over a
smaller pool of assets).

- A distribution which contains a return of capital, which the Fund
expects will be the case, will require Common Stockholders to adjust
their cost basis by the amount of return of capital so that when they
sell their Shares, their cost basis will be lower. This will add to
the record keeping requirements of Common Stockholders.

- The Fund may have a position in a stock with an unrealized capital
gain which it may have no intention of selling, but through a tender
or merger, may be forced unexpectedly to realize the capital gain.
Realizing any such capital gains may accelerate the exhaustion of the
Fund's capital loss carry-forwards, which may cause suspension or
termination of the Distribution Policy.

Discount From Net Asset Value. The common stock of closed-end funds frequently
trades at a market price that is less than the value of the net assets
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attributable to those shares (a "discount"). The possibility that the Shares
will trade at a discount from net asset value is a risk separate and distinct
from the risk that the Fund's net asset value will decrease. The risk of

purchasing shares of a closed-end fund that might trade at a discount or
unsustainable premium is more pronounced for investors who wish to sell their
shares in a relatively short period of time Dbecause, for those investors,
realization of a gain or loss on their investments 1is 1likely to be more
dependent upon the existence of a premium or discount than upon portfolio
performance.

Size of the Fund. As of May 4, 2007, the Fund had total net assets of
approximately $129.73 million, including $25 million in AMPS leverage. As a fund
with a relatively small asset Dbase, the Fund may be subject to certain
operational inefficiencies including: higher expense ratio, less coverage by
analysts and the marketplace 1in general which can contribute to a less active
trading market for the Shares and consequently a wider discount, more limited
ability to attract new investors and/or take advantage of 1investment
opportunities and less ability to take advantage of lower transaction costs
available to larger investors.

Repurchase of the Shares. The Fund is authorized to repurchase Shares on the
open market when the Shares are trading at a discount from net asset value as
determined by the Board from time to time. The acquisition of Shares by the Fund
will decrease the total assets of the Fund and, therefore, have the effect of
increasing the Fund's expense ratio and may adversely affect the ability of the
Fund to achieve its investment objectives. Furthermore, the acquisition of
Shares by the Fund may require the Fund to redeem the AMPS in order to maintain
certain asset coverage requirements. To the extent the Fund may need to
liquidate investments to fund the repurchase of Shares, this may result in
portfolio turnover which will result in additional expenses being borne by the
Fund.

Dependence on Key Personnel. The Advisers are dependent upon the expertise of
Stewart Horejsi 1in providing advisory services with respect to the Fund's
investments. If the Advisers were to lose the services of Mr. Horejsi, their

ability to service the Fund could be adversely affected. There can be no
assurance that a suitable replacement could be found for Mr. Horejsi in the
event of his death, resignation, retirement or inability to act on behalf of the
Advisers.

Issuer Risk. The value of the Fund's portfolio may decline for a number of
reasons which directly relate to the issuers of the securities in the portfolio,
such as management performance, financial leverage and reduced demand for an
issuer's goods and services.

Inflation Risk. Inflation risk is the risk that the value of assets or income
from investments will be worth less in the future as inflation decreases the
value of money. As inflation increases, the real value of the Fund's portfolio

can decline.

Repurchase Agreements. The use of repurchase agreements involves certain risks.
For example, 1f the seller of securities under a repurchase agreement defaults
on its obligation to repurchase the wunderlying securities, as a result of
bankruptcy or otherwise, the Fund will seek to dispose of such securities, which
action could involve costs or delays. If the seller Dbecomes insolvent and
subject to liquidation or reorganization under applicable bankruptcy or other
laws, the Fund's ability to dispose of the underlying securities may be

restricted. Finally, it 1s ©possible that the Fund may not be able to
substantiate its interest in the underlying securities.

Foreign Securities Risk. The Fund is permitted to invest in foreign securities
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without limitation. Investment in non-U.S. issuers may involve unique risks
compared to investing 1in securities of U.S. 1issuers. These risks are more
pronounced to the extent that the Fund invests a significant portion of its
non-U.S. 1investments 1in one region or in the securities of emerging market
issuers. These risks may include:

- Less information about non-U.S. issuers or markets may be available
due to less rigorous disclosure, accounting standards or regulatory
practices.

- Many non-U.S. markets are smaller, less liquid and more volatile. In a

changing market, the Advisers may not be able to sell the Fund's
portfolio securities at times, in amounts and at prices they consider
reasonable.

- Currency exchange rates or controls may adversely affect the value of
the Fund's investments.

- The economies of non-U.S. countries may grow at slower rates than
expected or may experience downturns or recessions.

- Withholdings and other non-U.S. taxes may decrease the Fund's return.

Currency Risk. The Fund currently holds investments in foreign securities and
thus a portion of the Fund's assets may be quoted or denominated in non-U.S.
currencies. These securities may be adversely affected by fluctuations in
relative currency exchange rates and by exchange control regulations. The Fund's
investment performance may be negatively affected by a devaluation of a currency
in which the Fund's investments are quoted or denominated. Further, the Fund's
investment performance may be significantly affected, either positively or
negatively, by currency exchange rates Dbecause the U.S. dollar value of
securities quoted or denominated in another currency will increase or decrease
in response to changes in the wvalue of such currency in relation to the U.S.
dollar. The Fund does not currently hedge against the potential decline in value
of foreign currencies against the U.S. dollar and does not foresee hedging
currency risk in the future, though it is not precluded from doing so.

Sovereign Debt Risk. An investment in debt obligations of non-U.S. governments
and their political subdivisions ("sovereign debt") involves special risks that
are not ©present in corporate debt obligations. The non-U.S. issuer of the
sovereign debt or the non-U.S. governmental authorities that control the
repayment of the debt may be unable or unwilling to repay principal or interest
when due, and the Fund may have limited recourse 1in the event of a default.
During periods of economic uncertainty, the market prices of sovereign debt may
be more volatile than prices of debt obligations of U.S. issuers. In the past,
certain non-U.S. countries have encountered difficulties in servicing their debt
obligations, withheld payments of principal and interest and declared moratoria
on the payment of principal and interest on their sovereign debt.

Ligquidity Risk. Although the Fund invests primarily in securities traded on
national exchanges, it may invest in less liquid assets from time to time that
are not readily marketable and may be subject to restrictions on resale.
Illiquid securities may be more difficult to value or may impair the Fund's
ability to realize the full value of its assets in the event of a voluntary or
involuntary liquidation of such assets and thus may cause a decline in the
Fund's net asset value. The Fund has no limitation on the amount of its assets
that may be invested in securities which are not readily marketable or are
subject to restrictions on resale, although it may not invest more than 30% of
the value of its total assets in securities which have been acquired through
private placement. In certain situations, the Fund could find it more difficult
to sell such securities at times, in amounts and at prices they consider
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reasonable.

Market Disruption Risk. The terrorist attacks in the United States on September

11, 2001 had a disruptive effect on the securities markets. The Fund cannot
predict the effects of similar events in the future on the U.S. economy. These
terrorist attacks and related events, including the war in Iraq, its aftermath,
and continuing occupation of Irag by coalition forces, have led to increased

short-term market wvolatility and may have long-term effects on U.S. and world
economies and markets. A similar disruption of the financial markets could
impact interest rates, auctions, secondary trading, ratings, credit risk,
inflation and other factors relating to the Common Stock and AMPS.

Anti-Takeover Provisions Risk. The Charter and Bylaws include provisions that
could limit the ability of other entities or persons to acquire control of the
Fund or to change the composition of its Board. Such provisions could limit the
ability of Common Stockholders to sell their Shares at a premium over prevailing
market prices by discouraging a third party from seeking to obtain control of
the Fund. These provisions include advance notice requirements for stockholder
proposals and super-majority voting requirements for certain transactions with
affiliates, open-ending the Fund or a merger, liquidation, asset sale or similar
transaction.

Investments 1in RICs. The Fund may 1invest 1in securities issued by other
closed-end funds (or RICs) subject to such limitations, restrictions and
conditions as imposed by Federal law. Accordingly, the Fund will be subject to
the particular risks associated with investing in other closed-end funds that
are separate from risks associated with the underlying investments held such
RICs. Both the Fund and any RICs in which it invests have management fees. In
addition, the RICs in which the Fund invests will typically incur other
operating expenses that are borne by their investors, including the Fund. As a
result, Fund stockholders will bear not only the Fund's management fees and
operating expenses, but also the fees and expenses of the RICs in which the Fund
invests. Investors would bear less expense i1if they invested directly in the
underlying RICs in which the Fund invests. The Fund may also invest in RICs that
are not limited in their portfolio trading activity and thus may experience high
portfolio turnover rates. Higher turnover rates generally result in
correspondingly greater brokerage commissions and other transactional expenses
which may be borne by the Fund, directly or through its investment in RICs.
Higher turnover rates also may be more likely to generate capital gains that
must be distributed to Fund stockholders, either as a result of the Fund's
receipt of capital gains from RIC transactions or from the Fund's trading in
RICs or other investments.

THE OFFERING

Terms of the Offering. The Fund is issuing to Record Date Stockholders (i.e.,
stockholders who hold Shares on the Record Date) Rights to subscribe for Shares.
Each Record Date Stockholder is being issued one transferable Right for every
one Share owned on the Record Date. The Rights entitle a Record Date Stockholder
to acquire one Share at the Subscription Price for each one Right held.
Fractional Shares will not be issued wupon the exercise of the Rights.
Accordingly, the number of Rights to be issued to a Record Date Stockholder on
the Record Date will be rounded down to the nearest whole number of Rights in
cases where Common Stockholders own fractional Shares. Rights may be exercised
at any time during the Subscription Period which commences on June 20, 2007 and
ends at 5:00 p.m., New York City time, on July 11, 2007, unless extended by the
Fund to a date not later than July 21, 2007, at 5:00 p.m., New York City time.
See "Expiration of the Offering." The Right to acquire one additional Share for
every one Right held during the Subscription Period at the Subscription Price is
hereinafter referred to as the "Primary Subscription."
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In addition to the Primary Subscription, Record Date Stockholders and Rights
Purchasers who exercise all or a portion of their Rights are entitled to
subscribe for Shares which were not otherwise subscribed for by others in the
Primary Subscription (the "Over-Subscription Privilege"). If sufficient Shares
are not available to honor all requests under the Over-Subscription Privilege,
the Fund may, 1in its discretion, issue additional Shares up to 100% of the
Shares available in the Offering to honor over-subscription requests, with such
additional Shares subject to the same terms and conditions of this Offering. For
purposes of determining the maximum number of Shares a Common Stockholder may
acquire pursuant to the Offering, broker-dealers whose Shares are held of record
by any Nominee will be deemed to be the holders of the Rights that are issued to
such Nominee on their behalf. The term "Nominee" shall mean, collectively, CEDE

& Company ("Cede"), as nominee for the Depository Trust Company ("DTC"), or any
other depository or nominee. Shares acquired pursuant to the Over-Subscription
Privilege are subject to allotment, which is more fully discussed below under

"Over-Subscription Privilege."

The Horejsi Affiliates have indicated that they will fully subscribe in the
Primary Subscription on the same terms as other Common Stockholders. The Horejsi
Affiliates do not expect to subscribe in the Over-Subscription Privilege.
However, if the Horejsi Affiliates fully exercise their Rights in the Primary
Subscription and the Over-Subscription Privilege, wunder certain circumstances
(e.g., low participation by Common Stockholders in the Offering), the Horejsi
Affiliates could substantially increase their percentage ownership of the Fund
at an advantageous price. The Horejsi Affiliates are subject to certain
limitations on selling Shares in the Fund. Any Shares acquired in the Offering
by the Horejsi Affiliates as "affiliates" of the Fund as that term is defined
under the Securities Act, may only be sold in accordance with Rule 144 under the
Securities Act or another applicable exemption or pursuant to an effective
registration statement under the Securities Act. In general, under Rule 144, as
currently in effect, an "affiliate" of the Fund is entitled to sell, during a 90
day period, a number of Shares that does not exceed the greater of 1% of the
then outstanding Shares or the average weekly reported trading volume of the
Common Stock during the four calendar weeks preceding such sale. Sales under
Rule 144 are also subject to certain restrictions on the manner of sale, to
notice requirements, and to the availability of current public information about
the Fund. In addition, any profit resulting from the sale of Shares acquired by
the Horejsi Affiliates pursuant to the Over-Subscription Privilege, if the
Shares are held for a period of less than six months, must be returned to the
Fund pursuant to Section 16 of the Exchange Act.

Rights will be evidenced by Subscription Certificates. The number of Rights
issued to each holder of Shares will be stated on the Subscription Certificates
delivered to the holder. The method by which Rights may be exercised and Shares
paid for is set forth below in "Method of Exercising Rights" and "Payment for
Shares." A RIGHTS HOLDER WILL HAVE NO RIGHT TO RESCIND A PURCHASE AFTER THE
SUBSCRIPTION AGENT HAS RECEIVED PAYMENT OR NOTICE OF GUARANTEED DELIVERY. See
"Payment for Shares" below. Shares issued pursuant to an exercise of Rights will
be listed on the NYSE.

The Rights are transferable until the Expiration Date and have been admitted for
trading on the NYSE. Assuming a market exists for the Rights, the Rights may be
purchased and sold through wusual brokerage channels and sold through the
Subscription Agent. Although no assurance can be given that a market for the
Rights will develop, trading in the Rights on the NYSE will begin on a
"when-issued" basis beginning on the Record Date and may be conducted until the
close of trading on the last NYSE trading day prior to the Expiration Date.
Trading of the Rights on the NYSE will be conducted on a when issued basis until
and including the date on which the Subscription Certificates are mailed to
Record Date Stockholders and thereafter will be conducted on a regular way basis
until and including the last Exchange trading day prior to the Expiration Date.
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The method by which Rights may be transferred is set forth below in "Method of
Transferring Rights." The underlying Shares will also be admitted for trading on
the NYSE and will begin trading ex—-Rights two Business Days prior to the Record
Date.

Purpose of the Offering. At a meeting held on April 27, 2007, the Board approved
the Offering and determined that it would be in the best interests of the Fund
and its existing stockholders to increase the assets of the Fund. The primary
reasons include:

- The Primary Subscription will provide existing Common Stockholders an
opportunity to purchase additional Shares at a price that 1is
potentially below market value without incurring any commission or
transaction charges.

- Raising more cash will better position the Fund to take advantage of
investment opportunities that may arise.

- Increasing the Fund's assets will provide the Fund flexibility in
maintaining the Distribution Policy. This policy permits Common
Stockholders to realize a predictable, but not assured, level of cash
flow and some liquidity periodically with respect to their Common
Stock without having to sell Shares.

- Increasing Fund assets may lower the Fund's expenses as a proportion
of net assets Dbecause the Fund's fixed costs would be spread over a
larger asset base. There can be no assurance that by increasing the
size of the Fund, the Fund's expense ratio will be lowered.

- Since the Offering will increase the Fund's outstanding Shares, it
will likely increase the number of Dbeneficial owners of the Shares,
which could increase the level of market interest in and visibility of
the Fund and improve the trading liquidity of the Shares on the NYSE.

- The distribution of the Rights, which themselves are expected to have
intrinsic value, provides non-participating stockholders the
possibility of receiving a cash payment upon the sale of their Rights

- Increasing the Fund's total assets will reduce the Fund's leverage as
a percentage of assets from % to approximately % (assuming the
Offering is fully subscribed). The Fund is currently leveraged with
$25 million of the AMPS and the Fund intends to maintain this amount
of leverage. Because leveraging increases risk, the additional assets
from the Offering will mitigate risks commonly associated with

leverage.

- The increase 1in assets will result in the Fund exceeding the
asset-coverage ratio requirements under its Articles Supplementary by
a wider margin, thus giving the Fund greater flexibility to buy and
hold investments without violating those requirements.

Board Considerations in Approving the Offering. At a meeting on April 27, 2007,
the Board determined that it would be in the best interests of the Fund and its
stockholders to continue to increase the assets of the Fund available for
current and future investment opportunities. In addition, the Offering seeks to
reward the long-term stockholder Dby giving existing Stockholders Rights to
purchase additional Shares at a below market price. Increasing the size of the
Fund also might result in lowering the Fund's expenses as a percentage of
average net assets applicable to Common Stockholders. The Advisers anticipate
that it may take up to six months for the Fund to invest these proceeds in
accordance with its investment objective and policies under current market
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conditions.

The Board voted wunanimously to approve the terms of the Offering. Two of the
Fund's Directors who voted to authorize the Offering are affiliated with the
Advisers and, therefore, could benefit indirectly from the Offering. The other
three directors are not "interested persons" of the Fund within the meaning of
the 1940 Act. The Advisers may also benefit from the Offering because its fee is
based on the net assets of the Fund. It is not possible to state precisely the
amount of additional compensation the Advisers might receive as a result of the
Offering because it is not known how many Shares will be subscribed for and
because the proceeds of the Offering will be invested in additional ©portfolio
securities, which will fluctuate in wvalue.

The Fund may, in the future, choose to make additional «rights offerings from
time to time for a number of Shares and on terms that may or may not be similar
to this Offering. Any such future rights offerings will be made in accordance
with the then applicable requirements of the 1940 Act and the Securities Act.

There can be no assurance that the Fund or its stockholders will achieve any of
the foregoing objectives or benefits through the Offering.

The Subscription Price. The Subscription Price for the Shares to be issued under
the Offering will be equal to the greater of (a) the NAV per Share on the
Expiration Date or (b) 80% of the volume-weighted average sales price per Share
on the NYSE on the Expiration Date and the four immediately preceding trading

days (clause (b) being the "Average Closing Price"). The "volume-weighted
average sales price" takes into consideration the volume and sale price of each
and every sale of the Shares during a 5-day trading period. For example, 1if the

Offering were held using a pricing date/Expiration Date of May 4, 2007, at which
time the NAV was $9.20, the market ©price on such date was $12.73, and the
Average Closing Price for the week was $12.47, then the Subscription Price would
be $9.98 per Share.

Over-Subscription Privilege. If all of the Rights 1initially issued are not
exercised, any Shares for which subscriptions have not been received will be
offered, Dby means of the Over-Subscription Privilege, to both Record Date
Stockholders and Rights Purchasers who have exercised all or a portion of the
Rights initially issued to or purchased by them and who wish to acquire more
than the number of Shares for which the Rights held by them are exercisable.
Record Date Stockholders and Rights Purchasers who exercise all or a portion of
their Rights will have the opportunity to indicate on the Subscription
Certificate how many unsubscribed Shares they are willing to acquire pursuant to
the Over-Subscription Privilege.

If enough unsubscribed Shares remain after the Primary Subscriptions have been
exercised, all over-subscription requests will be honored in full. If there are
not enough unsubscribed Shares to honor all over-subscription requests, the Fund

may, in its discretion, issue additional Shares up to 100% of Shares available
in the Offering to honor over-requests (defined above as the "Over-Allotment
Shares"), with such Shares subject to the same terms and conditions of this

Offering. The method by which any unsubscribed Shares or Over—-Allotment Shares
(collectively, the " Excess Shares") will be distributed and allocated pursuant
to the Over-Subscription Privilege is as follows:

1. Shares will be available for purchase pursuant to the
Over-Subscription Privilege only if (i) the maximum number of Shares
is not subscribed for through the exercise of the Primary Subscription
by the Expiration Date and/or (ii) the Fund has issued Over—-Allotment
Shares.

2. If there are not enough Excess Shares to fully satisfy all
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over—-subscription requests (i.e., by both Record Date Stockholders and
Rights Purchasers) pursuant to the Over-Subscription Privilege, the
Excess Shares will be allocated first to Record Date Stockholders who
have exercised all or a portion of their Rights in accordance with
their over-subscription request.

3. If there are not enough Excess Shares to fully satisfy all
over—-subscription requests by Record Date Stockholders pursuant to
paragraph (2) above, the Excess Shares will be allocated among Record
Date Stockholders who have exercised all or a portion of their Rights
in proportion, not to the number of Shares requested pursuant to the
Over-Subscription Privilege, but to the number of Rights exercised by
them; provided, however, that if this pro-rata allocation results in
any Record Date Stockholder being allocated a greater number of Excess
Shares than such Record Date Stockholder over-subscribed for pursuant
to the exercise of the Over-Subscription Privilege, then such Record
Date Stockholder will be allocated only such number of Excess Shares
as such holder over-subscribed for and the remaining Excess Shares
will be allocated among all other Record Date Stockholders exercising
Over-Subscription Privileges, Dbut in any event not to exceed 100% of
the Shares available 1in the Offering. The formula to be used in
allocating the Excess Shares under this paragraph is as follows:

Rights Exercised by Record Date Stockholder x Excess Shares Remaining
Total Rights Exercised by all Over-Subscribing
Record Date Stockholders

4. Any Excess Shares remaining after satisfying all over-subscription
requests by Record Date Stockholders pursuant to paragraphs (2) and
(3) above will be allocated among Rights Purchasers in proportion, not
to the number of Shares requested pursuant to the Over-Subscription
Privilege, but to the number of Rights exercised by them; provided,
however, that if this pro-rata allocation results 1in any Rights
Purchaser being allocated a greater number of Excess Shares than such
Rights Purchaser over-subscribed for pursuant to the exercise of the
Over-Subscription Privilege, then such Rights Purchaser will be
allocated only such number of Excess Shares as such purchaser
over-subscribed for and the remaining Excess Shares will be allocated
among all other Rights Purchasers exercising Over-Subscription
Privileges, Dbut in any event not to exceed 100% of the Shares
available in the Offering. The formula to be used in allocating the
Excess Shares under this paragraph is as follows:

Rights Exercised by Rights Purchaser x Excess Shares Remaining
Total Rights Exercised by all Over-—
Subscribing Rights Purchasers

5. The percentage of Excess Shares each over-subscriber may acquire will
be rounded down to result in delivery of whole Shares (fractional
Shares will not be issued).

The forgoing allocation process may involve a series of allocations in order to
assure that the total number of Shares available for over-subscriptions 1is
distributed on a pro rata Dbasis. The Fund will not offer or sell any Shares
which are not subscribed for under the Primary Subscription or the
Over-Subscription Privilege.
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Expiration of the Offering. The Offering will expire at 5:00 p.m., New York City

time, on the Expiration Date (July 11, 2007), unless extended by the Fund to a
date not later than July 21, 2007, 5:00 p.m., New York City time (the "Extended
Expiration Date"). Rights will expire on the Expiration Date (or Extended

Expiration Date as the case may be) and thereafter may not be exercised.

Sales by Subscription Agent. Holders of Rights who do not wish to exercise any
or all of their Rights may instruct the Subscription Agent to sell any
unexercised Rights. The Subscription Certificates representing the Rights to be
sold by the Subscription Agent must be received on or before the Expiration
Date. Upon the timely receipt of appropriate instructions to sell Rights, the
Subscription Agent will use its best efforts to complete the sale and will remit
the proceeds of sale, net of commissions, 1f any, to the holders. If the Rights
can be sold, sales of the Rights will be deemed to have been effected at the
weighted average sales price received by the Subscription Agent on the day such
Rights are sold. The selling Rights holder will pay all brokerage commissions
incurred by the Subscription Agent on a pro rata basis with other selling Rights
holders. These sales may be conducted by the Subscription Agent through
independent registered Dbroker-dealers. The Subscription Agent will attempt to
sell all Rights that remain wunclaimed as a result of Subscription Certificates
being returned by the postal authorities as wundeliverable as of the fourth

Business Day prior to the Expiration Date. These sales will be made net of
commissions on behalf of the non-claiming stockholders. Proceeds from those
sales will Dbe held by Eastern Bank for the account of the non-claiming
stockholder until the proceeds are either claimed or escheat. There can be no

assurance that the Subscription Agent will be able to complete the sale of any
of these Rights and neither the Fund nor the Subscription Agent has guaranteed
any minimum sales price for the Rights. All of these Rights will be sold at the
market price, if any, on the NYSE.

Method of Transferring Rights. The Rights evidenced by a single Subscription
Certificate may be transferred in whole by endorsing the Subscription
Certificate for transfer in accordance with the accompanying instructions. A
portion of the Rights evidenced by a single Subscription Certificate (but not
fractional Rights) may be transferred by delivering to the Subscription Agent a
Subscription Certificate properly endorsed for transfer, with instructions to
register the portion of the Rights evidenced thereby in the name of the
transferee (and to 1issue a new Subscription Certificate to the transferee
evidencing the transferred Rights). In this event, a new Subscription
Certificate evidencing the balance of the Rights will be issued to the Rights
holder or, if the Rights holder so instructs, to an additional transferee.

Holders wishing to transfer all or a portion of their Rights (but not fractional
Rights) should allow at least three Business Days prior to the Expiration Date

for (i) the transfer instructions to be received and processed by the
Subscription Agent; (ii) a new Subscription Certificate to be issued and
transmitted to the transferee or transferees with respect to transferred Rights,
and to the transferor with respect to retained rights, if any; and (iii) the

Rights evidenced by the new Subscription Certificates to be exercised or sold by
the recipients thereof. Neither the Fund nor the Subscription Agent shall have
any 1liability to a transferee or transferor of Rights 1if Subscription
Certificates are not received in time, or properly completed, for exercise or
sale prior to the Expiration Date.

Except for the fees charged by the Subscription Agent (which will be paid by the
Fund as described below), all commissions, fees and other expenses (including
brokerage commissions and transfer taxes) incurred in connection with the
purchase, sale or exercise of Rights will be for the account of the transferor
of the Rights, and none of these commissions, fees or expenses will be paid by
the Fund or the Subscription Agent.
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The Fund anticipates that the Rights will be eligible for transfer, and that the
exercise of the Primary Subscription and Over-Subscription Privilege, may be
effected through the facilities of DTC. Rights exercised through DTC are
referred to as "DTC Exercised Rights".

Method of Exercising Rights. Rights may be exercised by filling in and signing
the reverse side of the Subscription Certificate and mailing it in the envelope

provided, or otherwise delivering the completed and signed Subscription
Certificate to the Subscription Agent, together with payment for the Shares as
described below under "Payment for Shares." Rights may also be exercised through

a Rights holder's broker, who may charge the Rights holder a servicing fee in
connection with such exercise.

Completed Subscription Certificates must be received by the Subscription Agent

prior to 5:00 p.m., New York City time, on the third Business Day after the
Expiration Date (unless payment is effected by means of a Notice of Guaranteed
Delivery as described Dbelow under "Payment for Shares"). The Subscription

Certificate and payment should be delivered to Colbent Corporation at the
following address:

If By Mail: If By Hand:

Colbent Corporation Securities Transfer & Reporting Services, Inc.
Attn: Corporate Actions c/o Colbent Corporation

P.O. Box 859208 Attn: Corporate Actions

Braintree, MA 02185-9208 100 William Street, Galleria

New York, New York 10038

Subscription Agent. The Subscription Agent 1is Colbent Corporation, Attn:
Corporate Actions, P.O. Box 859208, Braintree, MA 02185-9208. The Subscription
Agent will receive from the Fund an amount estimated to be $][ 1,
comprised of the fee for its services and the reimbursement for certain expenses
related to the Offering. INQUIRIES BY ALL HOLDERS OF RIGHTS SHOULD BE DIRECTED
TO THE INFORMATION AGENT AT 1-800-965-5212; HOLDERS MAY ALSO CONSULT THEIR
BROKERS OR NOMINEES.

Payment for Shares. Payment for Shares shall be calculated by multiplying the
Estimated Subscription Price of $9.98 per Share times the sum of (i) the number
of Rights held and intended to be exercised 1in the Primary Subscription, plus
(ii) the number of additional Shares intended to be over-subscribed under the
Over-Subscription Privilege. For example, if a Common Stockholder receives 100
Rights and wishes to subscribe for 100 Shares in the Primary Subscription, and
also wishes to over-subscribe for 50 additional Shares under the
Over-Subscription Privilege, he would send in $9.98 x 100 ($ ) plus $9.98 x
50 ($ ). Holders of Rights who wish to acquire Shares in the Primary
Subscription or pursuant to the Over-Subscription Privilege may choose between
the following methods of payment:

1. If, prior to 5:00 p.m., New York City time, on the third (3rd)
Business Day after the Expiration Date, the Subscription Agent shall
have received a Notice of Guaranteed Delivery by telegram or
otherwise, from a bank or trust company or a NYSE member firm
guaranteeing delivery of (i) payment of the Estimated Subscription
Price of $9.98 per Share for the Shares subscribed for in the Primary
Subscription and any additional Shares subscribed for pursuant to the
Over-Subscription Privilege and (ii) a properly completed and executed
Subscription Certificate, the subscription will be accepted by the
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Subscription Agent. The Subscription Agent will not honor a Notice of
Guaranteed Delivery unless a properly completed and executed
Subscription Certificate is received by the Subscription Agent prior
to 5:00 p.m., New York City time, on the third (3rd) Business Day
after the Expiration Date (the "Protect Period").

2. Alternatively, a Rights holder <can, together with the properly
completed and executed Subscription Certificate, send payment for the
Shares acquired in the Primary Subscription and any additional Shares
subscribed for pursuant to the Over-Subscription Privilege, to the
Subscription Agent based on the Estimated Subscription Price of $9.98

per Share. To be accepted, such payment, together with the
Subscription Certificate, must be received by the Subscription Agent
prior to 5:00 p.m., New York City time, on the third (3rd) Business

Day after the Expiration Date.

If the Estimated Subscription Price is greater than the actual per Share
purchase price, the excess payment will be applied toward the purchase of Excess
Shares to the extent that there remain sufficient unsubscribed Shares available
after the Primary Subscription and Over-Subscription Privilege allocations are
completed. To the extent that sufficient Excess Shares are not available to
apply all of the excess payment toward the purchase of Excess Shares, available
Shares will be allocated 1in the manner consistent with that described in the
section entitled "Over-Subscription Privilege" above. Any excess payment will be
refunded to the Record Date Stockholders or Rights Purchaser, as the case may
be, participating 1in the Over-Subscription Privilege to the extent that
additional Shares are not available.

A PAYMENT, PURSUANT TO THE SECOND METHOD DESCRIBED ABOVE, MUST ACCOMPANY ANY
SUBSCRIPTION CERTIFICATE FOR SUCH SUBSCRIPTION CERTIFICATE TO BE ACCEPTED.

Within five (5) business days following the completion of the Protect Period, a
confirmation will be sent by the Subscription Agent to each Common Stockholder
(or, i1f the Shares on the Record Date are held by CEDE or any other depository
or nominee, to CEDE or such other depository or nominee). The date of the
confirmation is referred to as the "Confirmation Date." The confirmation will
show (i) the number of Shares acquired pursuant to the Primary Subscription;
(ii) the number of Shares, if any, acquired pursuant to the Over-Subscription
Privilege; (iii) the per Share and total purchase price for the Shares; and (iv)
any additional amount payable by such Common Stockholder to the Fund (e.g., if
the Estimated Subscription Price was less than the Subscription Price on the
Expiration Date) or any excess to be refunded by the Fund to such Common
Stockholder (e.g., if the Estimated Subscription Price was more than the
Subscription Price on the Expiration Date). Any additional payment required from
a Common Stockholder must be received by the Subscription Agent prior to 5:00
p.m., New York City time, on the date specified as the deadline for final
payment for Shares, and any excess payment to be refunded by the Fund to such
Common Stockholder will be mailed by the Subscription Agent within ten (10)
Business Days after the Confirmation Date. All payments by a Common Stockholder
must be made in United States Dollars by money order or by checks drawn on banks
located in the continental ©United States payable to Eastern Bank acting on
behalf of the Subscription Agent.

Whichever of the above two methods 1is used, issuance and delivery of
certificates for the Shares subscribed for are subject to collection of funds
and actual payment pursuant to any notice of guaranteed delivery.

The Subscription Agent will deposit all checks received by it prior to the final
due date into a segregated interest bearing account at Eastern Bank pending
distribution of the Shares from the Offering. All interest will accrue to the
benefit of the Fund and investors will not earn interest on payments submitted
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nor will interest be credited toward the purchase of Shares.

YOU WILL HAVE NO RIGHT TO RESCIND YOUR SUBSCRIPTION AFTER THE SUBSCRIPTION AGENT
HAS RECEIVED THE SUBSCRIPTION CERTIFICATE OR NOTICE OF GUARANTEED DELIVERY.

If a holder of Rights who acquires Shares pursuant to the Primary Subscription
or the Over-Subscription Privilege does not make payment of any amounts due, the
Fund reserves the right to take any or all of the following actions: (1) find
other purchasers for such subscribed-for and unpaid-for Shares; (ii) apply any
payment actually received by it toward the purchase of the greatest whole number
of Shares which could be acquired by such holder upon exercise of the Primary
Subscription or the Over-Subscription Privilege; (iii) sell all or a portion of
the Shares actually purchased by the holder in the open market, and apply the
proceeds to the amounts owed; or (iv) exercise any and all other rights or
remedies to which it may be entitled, including, without limitation, the right
to set off against payments actually received Dby it with respect to such
subscribed Shares and to enforce the relevant guaranty of payment.

Holders who hold Shares for the account of others, such as brokers, trustees, or
depositaries for securities, should notify the respective Dbeneficial owners of
the Shares as soon as possible to ascertain the beneficial owners' intentions
and to obtain instructions with respect to the Rights. If the beneficial owner
so instructs, the record holder of the Rights should complete Subscription
Certificates and submit them to the Subscription Agent with the proper payment.
In addition, beneficial owners of Common Stock or Rights held through such a
holder should contact the holder and request the holder to effect transactions
in accordance with the beneficial owner's instructions.

The instructions accompanying the Subscription Certificates should be read
carefully and followed in detail. DO NOT SEND SUBSCRIPTION CERTIFICATES TO THE
FUND OR THE ADVISERS

The method of delivery of Subscription Certificates and payment of the
Subscription Price to the Subscription Agent will be at the election and risk of
the Rights Holders, but if sent by mail it is recommended that the certificates
and payments be sent by registered mail, properly insured, with return receipt
requested, and that a sufficient number of days be allowed to ensure delivery to
the Subscription Agent and clearance of payment prior to 5:00 p.m., New York
City time, on the Expiration Date. Because uncertified personal checks may take
at least five business days to clear, each Record Date Stockholder or Rights
Purchaser participating in the Offering is strongly urged to pay, or arrange for
payment, by means of a certified or cashier's check or money order.

All questions concerning the timeliness, wvalidity, form and eligibility of any
exercise of Rights will be determined by the Fund, whose determinations will be
final and Dbinding. The Fund in its sole discretion may waive any defect or
irregularity, or permit a defect or irregularity to be corrected within such
time as it may determine, or reject the purported exercise of any Right. If the
Fund elects in its sole discretion to waive any defect or irregularity, it may
do so on a case-by-case basis which means that not all defects or irregularities
may be waived, if at all, or waived in the same manner as with other defects or

irregularities. Subscriptions will not be deemed to have Dbeen received or
accepted until all irregularities have been waived or cured within such time as
the Fund determines 1in its sole discretion. Neither the Fund nor the

Subscription Agent will be under any duty to give notification of any defect or
irregularity in connection with the submission of Subscription Certificates or
incur any liability for failure to give such notification.

Impact of the Offering on the Managed Distribution Policy. Rights holders who
exercise their Rights will receive newly issued Shares within fifteen (15) days
of the record date of the most recent monthly payment under the Distribution
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Policy, which record date may occur during the Subscription Period. Common
Stockholders who receive newly issued Common Stock in the Offering will not
receive a distribution under the Distribution Policy with respect to such newly
issued Shares for the record date immediately prior to issuance of the newly
issued Shares. Common Stockholders will Dbe entitled to receive monthly
distributions for record dates subsequent to their receipt of newly issued
Common Stock in accordance with the Distribution Policy. The Offering will not
impact the distributions to be paid to current Common Stockholders regardless of
whether they exercise or sell their Rights or allow their exercised Rights to
lapse, subject to suspension, termination, or modification of the Distribution
Policy by the Board at any time.

Delivery of Stock Certificates. Certificates representing Shares purchased
pursuant to the Primary Subscription will be delivered to subscribers as soon as
practicable after the corresponding Rights have been validly exercised and full
payment for the Shares has been received and cleared. Certificates representing
Shares purchased pursuant to the Over-Subscription Privilege will be delivered
to subscribers as soon as practicable after the Expiration Date and after all
allocations have been conducted.

Foreign Restrictions. Subscription Certificates will only be mailed to Record
Date Stockholders whose addresses are within the United States (other than an
APO or FPO address). Record Date Stockholders whose addresses are outside the

United States or who have an APO or FPO address and who wish to subscribe to the
Offering either in part or in full should contact the Subscription Agent, by
written instruction or recorded telephone conversation at [_phone number_], no
later than three Business Days prior to the Expiration Date. The Fund will
determine whether the Offering may be made to any such Record Date Stockholder.
If the Subscription Agent has received no instruction by the third business day
prior to the Expiration Date or the Fund has determined that the Offering may
not be made to a particular Common Stockholder, the Subscription Agent will
attempt to sell all of such Common Stockholder's Rights and remit the net
proceeds, 1f any, to such Common Stockholder. If the Rights can be sold, sales
of these Rights will be deemed to have been effected at the average-weighted
sales price received by the Subscription Agent on the day the Rights are sold,
less any applicable brokerage commissions, taxes and other expenses.

Federal Income Tax Consequences Associated with the Offering. The following is a
general summary of the significant federal income tax consequences of the
receipt of Rights by a Record Date Stockholder and a subsequent lapse or
exercise of such Rights. The discussion also addresses the significant federal
income tax consequences to a holder that purchases Rights in a secondary-market
transaction (e.g., on the NYSE). The discussion 1s based upon applicable
provisions of the Internal Revenue Code of 1986, as amended (the "Code"), the
Treasury Regulations promulgated thereunder, and other authorities currently in
effect but does not address any state, local, or foreign tax consequences of the
Offering. Each Common Stockholder should consult its own tax advisor regarding
specific questions as to federal, state, local, or foreign taxes. Each Common
Stockholder should also review the discussion of certain tax considerations
affecting it and the Fund set forth under "Federal Income Tax Matters."

For purposes of the following discussion, the term "Old Share" shall mean a
currently outstanding Share with respect to which a Right is issued and the term
"New Share" shall mean a newly issued Share that Record Date Stockholders

receives upon the exercise of their Rights.

FOR ALL RECORD DATE STOCKHOLDERS

Neither the receipt nor the exercise of Rights by a Record Date Stockholder
will result in taxable income to such stockholder for federal income tax
purposes regardless of whether or not the stockholder makes the

48



Edgar Filing: BOULDER GROWTH & INCOME FUND - Form N-2

below-described election which is available under Section 307 (b) (2) of the
Code (a "Section 307 (b) (2) Election").

If the fair market wvalue of the Rights distributed to all of the Record
Date Stockholders is more than 15% of the total fair market value of all of
the Fund's outstanding Common Stock as of the Record Date, or if a Record
Date Stockholder makes a Section 307 (b) (2) Election for the taxable year in
which such Rights were received, the Record Date Stockholder's federal
income tax basis in any Right received pursuant to the Offering will be
equal to a portion of the Record Date Stockholder's existing federal income
tax basis in the related 0ld Share. If made, a Section 307(b) (2) Election
is effective with respect to all Rights received Dby a Record Date
Stockholder. A Section 307 (b) (2) Election is made by attaching a statement
to the Record Date Stockholder's federal income tax return for the taxable
year of the Record Date (which is the same as the year as when the Rights
were received). Record Date Stockholders should carefully review the
differing federal income tax consequences described below before deciding
whether or not to make a Section 307 (b) (2) Election.

FOR RECORD DATE STOCKHOLDERS WHEN THE FAIR MARKET VALUE OF RIGHTS DISTRIBUTED
EXCEED 15% OF THE TOTAL FAIR MARKET VALUE OF THE FUND'S COMMON STOCK OR WHEN
MAKING A SECTION 307 (b) (2) ELECTION

LAPSE OF RIGHTS. If the fair market value of rights distributed exceed 15%
of the total fair market wvalue of the Common Stock or if a Record Date
Stockholder makes a Section 307 (b) (2) Election, no taxable loss will be
realized for federal income tax purposes if the Record Date Stockholder
retains a Right but allows it to lapse without exercise. Moreover, the
existing federal income tax basis of the related O0ld Share will not be
reduced if such lapse occurs.

EXERCISE OF RIGHTS. If a Record Date Stockholder exercises a Right, the
Record Date Stockholder's existing federal income tax basis in the related
0ld Share must be allocated Dbetween such Right and the 0ld Share in
proportion to their respective fair market values as of the Record Date
(effectively reducing the Record Date Stockholder's basis in his 01d
Share) . Upon such exercise of the Record Date Stockholder's Rights, the New
Shares received by the Record Date Stockholder pursuant to such exercise
will have a federal income tax basis equal to the sum of the basis of such
Rights as described in the previous sentence and the Subscription Price
paid for the New Shares (as 1increased by any servicing fee charged to the
Record Date Stockholder by his broker, Dbank or trust company and other
similar costs). If the Record Date Stockholder subsequently sells such New
Shares (and holds such Shares as capital assets at the time of their sale),
the Record Date Stockholder will recognize a capital gain or loss equal to
the difference Dbetween the amount received from the sale of the New Shares
and the Record Date Stockholder's federal income tax basis in the New
Shares as described above. Such capital gain or loss will be long-term
capital gain or loss if the New Shares are sold more than one year after
the date that the New Shares are acquired by the Record Date Stockholder.

SALE OF RIGHTS. 1If an electing Record Date Stockholder sells a Right, he
will recognize a gain or loss equal to the difference Dbetween the amount
received for such Right and the federal income tax basis of the Right
computed as set forth above under "Exercise of Rights" above. Any such gain
or loss will be capital gain or loss (if the Right is held as a capital
asset at the time of its sale) and the Record Date Stockholder's holding
period for the Right will include the stockholder's holding period for the
related 0ld Share. Any such capital gain or loss will be long-term capital
gain or loss if the related O0Old Share has been held by the Record Date
Stockholder for more than one year at the time the Right is sold.
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FOR RECORD DATE STOCKHOLDERS NOT MAKING A SECTION 307 (b) (2) ELECTION WHEN THE
FAIR MARKET VALUE OF THE RIGHTS DISTRIBUTED ARE LESS THAN 15% OF THE TOTAL FAIR
MARKET VALUE OF THE FUND'S OUTSTANDING COMMON STOCK

LAPSE OF RIGHTS. 1If the fair market wvalue of the Rights distributed are
less than 15% of the total fair market wvalue of the outstanding Common
Stock and a Record Date Stockholder does not make a Section 307 (b) (2)
Election for the taxable year in which such Rights were received, no
taxable loss will be realized for federal income tax purposes if the Record
Date Stockholder retains a Right but allows it to lapse without exercise.
Moreover, the federal income tax basis of the related 0ld Share will not be
reduced if such lapse occurs.

EXERCISE OF RIGHTS. If a non-electing Record Date Stockholder exercises his
Rights, the federal income tax basis of the related 0ld Shares will remain
unchanged and the New Shares will have a federal income tax basis equal to
the Subscription Price paid for the New Shares (as 1increased by any
servicing fee charged to the Record Date Stockholder by his broker, bank or
trust company and other similar costs). If the Record Date Stockholder
subsequently sells such New Shares (and holds such Shares as capital assets
at the time of their sale), the Record Date Stockholder will recognize a
capital gain or loss equal to the difference Dbetween the amount received
from the sale of the New Shares and the stockholder's federal income tax
basis in the New Shares as described above. Such capital gain or loss will
be long-term capital gain or loss if the New Shares are sold more than one
year after the Record Date Stockholder acquires the New Shares through the
Offering.

SALE OF RIGHTS. If a non-electing Record Date Stockholder sells a Right, he
will recognize a gain equal to the entire amount received for such Right.
Any such gain will be a capital gain (if the Right is held as a capital
asset at the time of its sale) and the Record Date Stockholder's holding
period for the Right will include the Record Date Stockholder's holding
period for the related 01ld Share. Any such capital gain will thus be
long-term capital gain if the related 0ld Share has been held for more than
one year at the time the Right is sold. In addition, the Record Date
Stockholder's federal income tax basis in the related 0Old Share will remain
unchanged.

FOR SECONDARY-MARKET PURCHASERS OF RIGHTS. The exercise of Rights by a purchaser
who acquires such Rights on the NYSE or in another secondary-market transaction
will not result in taxable income to such purchaser.

LAPSE OF RIGHTS. A taxable loss will be realized by a purchaser who allows
his Rights to expire without exercise. Such taxable loss will be equal to
the purchaser's cost for the Rights (as increased by any brokerage costs
and similar costs) and will be a short-term capital loss if the purchaser
holds the Rights as capital assets at the time of their lapse.

EXERCISE OF RIGHTS. A purchaser's basis for determining gain or loss upon
the sale of a New Share acquired through the exercise of his Rights will be
equal to the sum of the Subscription Price for the New Share plus the
purchase price of the Rights that were exercised in order to acquire such
New Share (with such Subscription Price and purchase price each being
increased by any applicable servicing fees charged to the purchaser by his
broker, Dbank or trust company and other similar costs). A purchaser's
holding period for a New Share acquired upon exercise of a Right begins
with the date of exercise of the Right. A taxable gain or loss recognized
by a purchaser upon a sale of a New Share will be a capital gain or loss
(assuming the New Share is held as a capital asset at the time of its sale)
and will be a long-term capital gain or loss if the New Share has been held
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at the time of its sale for more than one year.

SALE OF RIGHTS. A taxable gain or loss recognized by a purchaser upon a
sale of a Right will be a short-term capital gain or loss if the Right is
held as a capital asset at the time of its sale.

Employee Plan Considerations. Record Date Stockholders that are employee benefit
plans subject to the Employee Retirement Income Security Act of 1974, as amended
("ERISA"), including corporate savings and 401(k) plans, Keogh Plans of
self-employed individuals and Individual Retirement Accounts ("IRA") (each a
"Benefit Plan" and collectively, "Benefit Plans"), should be aware that
additional contributions of cash in order to exercise Rights may be treated as
Benefit Plan contributions and, when taken together with contributions
previously made, may subject a Benefit Plan to excise taxes for excess or
nondeductible contributions. In the case of Benefit Plans qualified under
Section 401 (a) of the Code, additional <cash contributions could cause the
maximum contribution limitations of Section 415 of the Code or other
qualification rules to be violated. Benefit Plans contemplating making
additional cash contributions to exercise Rights should consult with their
counsel prior to making such contributions.

Benefit Plans and other tax exempt entities, including governmental plans,
should also be aware that if they borrow in order to finance their exercise of
Rights, they may become subject to the tax on unrelated business taxable income
("UBTI") wunder Section 511 of the Code. 1If any portion of an IRA is used as

security for a loan, the portion so used is also treated as distributed to the
IRA depositor.

ERISA contains prudence and diversification requirements and ERISA and the Code
contain ©prohibited transaction rules that may impact the exercise of Rights.
Among the prohibited transaction exemptions issued by the Department of Labor
that may exempt a Benefit Plan's exercise of Rights are Prohibited Transaction
Exemption 84-24 (governing purchases of shares in investment companies) and
Prohibited Transaction Exemption 75-1 (covering sales of securities).

Due to the complexity of these rules and the penalties for noncompliance,
Benefit Plans should consult with their counsel regarding the consequences of
their exercise of Rights under ERISA and the Code.

Benefit to the Advisers and Co-Administrator. The Advisers and FAS (defined
below) will Dbenefit from the Offering because their fees are based on the
average total net assets of the Fund.

It is not possible to state precisely the amount of additional compensation the
Advisers and FAS will receive as a result of the Offering because the proceeds
of the Offering will be invested in additional portfolio securities that will
fluctuate 1in value. However, 1if all Rights are exercised at the Estimated
Subscription Price of $9.98 (i.e., the estimated subscription price based on the
Fund's NAV and Share price on May 4, 2007), the annual compensation to be
received by the Advisers and FAS would be increased by approximately
S . This is discussed in "The Investment Co-Advisory Agreements"
below. Two of the Fund's Directors who voted to approve the Offering are
"interested persons" of the Advisers within the meaning of the 1940 Act. These
Directors, Susan L. Ciciora and John S. Horejsi, could benefit indirectly from
the Offering because of their Dbeneficial interest in the Advisers and FAS. See
"Information Regarding the Advisers and Other Service Providers" below. While it
was cognizant of the benefit to the Advisers and FAS and indirect Dbenefit to
these "interested persons," the Board nevertheless concluded that the Offering
was in the best interest of the Fund's stockholders.

The Fund may, 1in the future and at its discretion, choose to make additional
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rights offerings from time to time for a number of Shares and on terms which may
or may not be similar to the Offering. Any such future rights offerings will be
made in accordance with the 1940 Act. Under the laws of Maryland, the state in
which the Fund is incorporated, under certain circumstances, the Board is
authorized to approve rights Offerings without obtaining stockholder approval.
The staff of the SEC has interpreted the 1940 Act as not requiring stockholder
approval of a rights offering at a price below the then current NAV so long as
certain conditions are met, including a good faith determination by the fund's
board of directors that such offering would result in a net Dbenefit to the
Fund's existing stockholders. Such future offerings would similarly benefit the
Advisers and FAS.

INFORMATION ABOUT THE FUND

The Fund 1is a non-diversified, closed-end management investment company
organized as a Maryland corporation 1in October 1972. The Fund seeks to produce
both income and long-term capital appreciation by investing in a portfolio of

equity and debt securities. The Fund invests primarily in common stocks,
including dividend paying common stocks such as those issued by utilities, REITs
and RICs. The Fund also invests 1in fixed income securities such as U.S.

government securities, preferred stocks and bonds. The Fund invests primarily in
securities of U.S.-based companies and to a lesser extent in foreign equity
securities and sovereign debt, in each case denominated in foreign currency. The

Fund has no restrictions on its ability to invest in foreign securities. The
Fund is concentrated 1in Real Estate Related Companies, which means it must
invest more than 25% of its total assets in such companies. No assurance can be
given that the Fund will achieve its investment objective. The address of the

Fund is 2344 Spruce Street, Suite A, Boulder, Colorado 80302 and its telephone
number is (303) 444-5483.

The Fund began investment activities in January 1974 as a registered closed-end,
diversified management investment company. From its inception, and prior to
April 26, 2002, the Fund was named USLife Income Fund, Inc. and was virtually
100% invested in corporate bonds. In January 2002, the Fund's largest
stockholder, the Ernest Horejsi Trust No. 1B, succeeded in replacing the Board
with a slate of its nominees. Soon thereafter, in April 2002, stockholders
approved changing the Fund's investment objective and corporate name, changing
the Fund's classification from diversified to non-diversified and changing or
eliminating a number of the Fund's fundamental investment restrictions.
Thereafter, the Fund began the process of 1liquidating its bond portfolio and
started investing 1n common equities consistent with the new investment
objective.

MANAGEMENT OF THE FUND

The business and affairs of the Fund are managed under the direction of the
Board. Accordingly, the Board is responsible for the overall management of the
Fund, including supervision of the duties performed by the Advisers. There are
currently five directors of the Fund, two of whom are "interested persons" of
the Fund (as defined in the 1940 Act).

Information about Directors and Officers. Set forth in the following table is
certain information about each Director of the Fund, including his or her age,
position with the Fund, term of office, length of time served and principal
occupation during the last five years:

52



Edgar Filing: BOULDER GROWTH & INCOME FUND - Form N-2

Name, Address*,

Position, Length of

Term Served, and Term of Office

Principal Occupation(s) and Other Direc
During the Past Five Years

Independent Directors
Joel W. Looney
Chairman

Age: 44

Dr. Dean L. Jacobson
Age: 68

Richard I. Barr

Age: 69

Director of the Fund since
2002. Chairman of the Board of
the Fund since 2004. Current
term to expire at the 2008
annual meeting.

Director of the Fund since
2006. Current term to expire

at the 2008 annual meeting.

Director of the Fund since
2002. Current term to expire
at the 2008 annual meeting.

Partner, Financial Management Gro
adviser), since July 1999; CFO, Bethany
Director of Boulder Total Return Fund,
2001; Director and Chairman of the Boa
Fund, Inc. ("FF"), since 2003.

Founder and President of Forensic
(engineering investigations); Professc
State University, since 1997; Profes
Arizona State University, prior to 1

since 2004; Director of FF since 2003.

Retired. Manager, Advantage Sales
(food brokerage), 1963-2001; Director
Chairman of the Board since 2003; Direc

John S. Horejsi Director of the Fund since Director, Horejsi Charitable Foundatic
2004. Current term to expire foundation), since 1997; Director of BT

Age: 39 at the 2008 annual meeting.

Susan L. Ciciora Director of the Fund since Trustee of the Lola Brown Trust Nc
2006. Current term to expire Horejsi Trust No. 1B; Director,

Age: 42 at the 2008 annual meeting. Foundation, Inc. (private charitable

1997; Director of BTF since 2001; Direc
* The addresses for each Director is c/o Boulder Growth & Income Fund, Inc.,

2344 Spruce Street,

+ The "fund complex"
++ Mr. Horejsi and Ms.
of their

relationship

Suite A, Boul