


NOTES TO FINANCIAL STATEMENTS [Unaudited] m

May 31, 2009

NOTE 1. SIGNIFICANT ACCOUNTING POLICIES

Boulder Total Return Fund, Inc. (the “Fund”), is a diversified, closed-end management
company organized as a Maryland corporation and is registered with the Securities
and Exchange Commission (“SEC”) under the Investment Company Act of 1940, as
amended (the “1940 Act”). The policies described below are followed consistently by
the Fund in the preparation of its financial statements in conformity with accounting
principles generally accepted in the United States of America.

Portfolio Valuation: The net asset value of the Fund’s Common Shares is determined
by the Fund’s co-administrator no less frequently than on the last business day of each
week and month. It is determined by dividing the value of the Fund’s net assets attrib-
utable to common stock by the number of Common Shares outstanding. The value
of the Fund’s net assets attributable to Common Shares is deemed to equal the value
of the Fund’s total assets less (i) the Fund’s liabilities and (i) the aggregate liquidation
value of the outstanding Taxable Auction Market Preferred Stock. Securities listed on a
national securities exchange are valued on the basis of the last sale on such exchange
or the NASDAQ Official Close Price on the day of valuation. In the absence of sales of
listed securities and with respect to securities for which the most recent sale prices are
not deemed to represent fair market value, and unlisted securities (other than money
market instruments), securities are valued at the mean between the closing bid and
asked prices, or based on a matrix system which utilizes information (such as credit
ratings, yields and maturities) from independent sources. Investments for which market
quotations are not readily available or do not otherwise accurately reflect the fair value
of the investment are valued at fair value as determined in good faith by or under the
direction of the Board of Directors of the Fund, including reference to valuations of other
securities which are considered comparable in quality, maturity and type. Investments
in money market instruments, which mature in 60 days or less at the time of purchase,
are valued at amortized cost.

The Fund follows Financial Accounting Standards Board (“FASB”) Statement of Finan-
cial Accounting Standards No. 157, “Fair Value Measurements” (“FAS 157). In accor-
dance with FAS 157, fair value is defined as the price that the Fund would receive upon
selling an investment in a timely transaction to an independent buyer in the principal or
most advantageous market of the investment. Under certain circumstances, fair value
may equal the mean between the bid and asked prices. FAS 157 established a three-
tier hierarchy to maximize the use of observable market data and minimize the use
of unobservable inputs and to establish classification of fair value measurements for
disclosure purposes. Inputs refer broadly to the assumptions that market participants
would use in pricing the asset or liability, including assumptions about risk, for example,
the risk inherent in a particular valuation technique used to measure fair value including
such a pricing model and/or the risk inherent in the inputs to the valuation technique.
Inputs may be observable or unobservable. Observable inputs are inputs that reflect
the assumptions market participants would use in pricing the asset or liability devel-
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oped based on market data obtained from sources independent of the reporting en-
tity. Unobservable inputs are inputs that reflect the reporting entity’s own assumptions
about the assumptions market participants would use in pricing the asset or liability
developed based on the best information available in the circumstances.

The three-tier hierarchy of inputs is summarized in the three broad Levels listed below.

® | evel 1—quoted prices in active markets for identical investments

= | evel 2—significant observable inputs (including quoted prices for similar invest-
ments, interest rates, prepayment speeds, credit risk, etc.)

= | evel 3—significant unobservable inputs (including the Fund’s own assumptions
in determining the fair value of investments)

The valuation techniques used by the Fund to measure fair value during the six months
ended May 31, 2009 maximized the use of observable inputs and minimized the use of
unobservable inputs. The Fund utilized the following fair value techniques: discounted
future cash flow models, weighted average of last available trade prices and multi-
dimensional relational pricing model.

The following is a summary of the inputs used as of May 31, 2009 in valuing the Fund’s
investments carried at fair value:

Valuation Inputs Investments in Securities
Level 1—Quoted Prices $ 210,214,920
Level 2—Significant Observable Inputs 22,481,225
Level 3—Significant Unobservable Inputs 14,809
Total $ 232,710,954

The following is a reconciliation of assets in which significant unobservable inputs (Level
3) were used in determining fair value:
Investments in Securities

Balance as of 11/30/08 $ 14,764
Realized gain/(loss) -
Change in unrealized appreciation 45

Net purchases/(sales) -
Transfer in and/or out of Level 3 —
Balance as of 5/31/09 $ 14,809

Securities Transactions and Investment Income: Securities transactions are recorded
as of the trade date. Realized gains and losses from securities sold are recorded on
the identified cost basis. Dividend income is recorded on ex-dividend dates. Interest
income is recorded using the interest method.
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The actual amounts of dividend income and return of capital received from investments
in real estate investment trusts (“REITS”) and registered investment companies (“RICS”)
at calendar year-end are determined after the end of the fiscal year. The Fund therefore
estimates these amounts for accounting purposes until the actual characterization of
REIT and RIC distributions is known. Distributions received in excess of the estimate
are recorded as a reduction of the cost of investments.

Foreign Currency Translation: The books and records of the Fund are maintained in
U.S. dollars. Foreign currencies, investments and other assets and liabilities denomi-
nated in foreign currencies are translated in U.S. dollars at the exchange rate prevailing
at the end of the period, and purchases and sales of investment securities, income and
expenses transacted in foreign currencies are translated at the exchange rate on the
dates of such transactions.

Foreign currency gains and losses result from fluctuations in exchange rates between
trade date and settlement date on securities transactions, foreign currency transac-
tions and the difference between amounts of interest and dividends recorded on the
books of the Fund and the amounts actually received. The portion of foreign currency
gains and losses related to fluctuation in exchange rates between the initial purchase
trade date and the subsequent sale trade date is included in gains and losses as stated
in the Statement of Operations under Foreign currency related transactions.

Repurchase Agreements: The Fund may engage in repurchase agreement transactions.
The Fund’'s Management reviews and approves periodically the eligibility of the banks and
dealers with which the Fund enters into repurchase agreement transactions. The value of
the collateral underlying such transactions is at least equal at all times to the total amount
of the repurchase obligations, including interest. The Fund maintains possession of the col-
lateral and, in the event of counterparty default, the Fund has the right to use the collateral
to offset losses incurred. There is the possibility of loss to the Fund in the event the Fund
is delayed or prevented from exercising its rights to dispose of the collateral securities. The
Fund had no outstanding repurchase agreements as of May 31, 2009.

Lending of Portfolio Securities: The Fund may participate in securities lending arrange-
ments. To do so, the Fund would engage a lending agent to loan securities to qualified
brokers and dealers in exchange for negotiated lenders’ fees. As of May 31, 2009, the
Fund was not participating in any securities lending arrangements.

Dividends and Distributions to Stockholders: Dividends to common stockholders
will be declared in such a manner as to avoid the imposition of the 4% excise tax de-
scribed in “Federal Income Taxes” below. The stockholders of Taxable Auction Market
Preferred Stock (“AMPS”) are entitled to receive cumulative cash dividends as declared
by the Fund’s Board of Directors. Distributions to stockholders are recorded on the
ex-dividend date. Any net realized short-term capital gains will be distributed to stock-
holders at least annually. Any net realized long-term capital gains may be distributed
to stockholders at least annually or may be retained by the Fund as determined by the
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Fund’s Board of Directors. Capital gains retained by the Fund are subject to tax at the
corporate tax rate. Subject to the Fund qualifying as a registered investment company,
any taxes paid by the Fund on such net realized long-term gains may be used by the
Fund’s stockholders as a credit against their own tax liabilities.

Prior to November 10, 2008, it was the policy of the Fund to declare quarterly and pay
monthly distributions to common stockholders (the “Policy”). In an effort to maintain
a stable distribution amount, the Fund could have paid distributions consisting of net
investment income, realized gains and return of paid-in capital. Return of paid-in capital
should not be considered vyield by investors in the Fund. To the extent stockholders
receive a return of paid-in capital they will be required to adjust their cost basis by the
same amount upon the sale of their Fund shares. The composition of the Fund’s distri-
butions, if any, for the calendar year 2009 will be reported to Fund stockholders on IRS
Form 1099-DIV. The Fund may pay distributions in excess of those required to avoid
excise tax or to satisfy the requirements of Subchapter M of the Internal Revenue Code.
Distributions to common stockholders are recorded on the ex-date. Net realized capital
gains, if any, will be offset to the extent of any available capital loss carryforwards.

The Fund’s Policy was suspended, as approved by the Board of Directors, at the regu-
lar meeting held November 10, 2008. The Fund’s Board of Directors considered con-
tinuation of the Policy and a number of alternatives and other factors before coming to
the conclusion to suspend the Policy.

Use of Estimates: The preparation of financial statements in accordance with account-
ing principles generally accepted in the United States of America requires management
to make estimates and assumptions that affect the reported amounts and disclosures
in the financial statements. Actual results could differ from those estimates.

Indemnifications: Like many other companies, the Fund’s organizational documents
provide that its officers and directors are indemnified against certain liabilities arising
out of the performance of their duties to the Fund. In addition, both in some of its prin-
cipal service contracts and in the normal course of its business, the Fund enters into
contracts that provide indemnifications to other parties for certain types of losses or
liabilities. The Fund’s maximum exposure under these arrangements is unknown as this
could involve future claims against the Fund.

Federal Income Taxes: For federal income tax purposes, the Fund currently qualifies,
and intends to remain qualified, as a regulated investment company under the provi-
sions of the Internal Revenue Code by distributing substantially all of its investment
company taxable net income including realized gain not offset by capital loss carryfor-
wards, if any, to its stockholders. Accordingly, no provision for federal income or excise
taxes has been made.

Income and capital gain distributions are determined and characterized in accordance
with income tax regulations, which may differ from generally accepted accounting

18 // BOULDER TOTAL RETURN FUND, INC. www.boulderfunds.net



NOTES TO FINANCIAL STATEMENTS [Unaudited] m

May 31, 2009

principles. These differences are primarily due to (1) differing treatments of income and
gains on various investment securities held by the Fund, including temporary differences,
(2) the attribution of expenses against certain components of taxable investment
income, and (3) federal regulations requiring proportional allocation of income and
gains to all classes of stockholders. The Code imposes a 4% nondeductible excise tax
on the Fund to the extent the Fund does not distribute by the end of any calendar year
at least (1) 98% of the sum of its net investment income for that year and its capital
gains (both long-term and short-term) for its fiscal year and (2) certain undistributed
amounts from previous years.

The Fund follows FASB Interpretation No. 48 (“FIN 48”) “Accounting for Uncertainty
in Income Taxes,” which requires that the financial statement effects of a tax position
taken or expected to be taken in a tax return be recognized in the financial statements
when it is more likely than not, based on the technical merits, that the position will be
sustained upon examination. Management has concluded that the Fund has taken no
uncertain tax positions that require adjustment to the financial statements to comply
with the provisions of FIN 48. The Fund files income tax returns in the U.S. federal juris-
diction and Colorado. The statue of limitations on the Fund’s federal tax filings remains
open for the fiscal years ended November 30, 2008, November 30, 2007, November
30, 2006 and November 30, 2005. The statute of limitation on the Fund’s state tax fil-
ings remains open for the fiscal years ended November 30, 2008, November 30, 2007,
November 30, 2006, November 30, 2005 and November 30, 2004.

NOTE 2. INVESTMENT CO-ADVISORY FEES, DIRECTORS’ FEES,
CO-ADMINISTRATION FEE, CUSTODY FEE AND TRANSFER
AGENT FEE

Boulder Investment Advisers, L.L.C. (“BIA”) and Stewart Investment Advisers (“SIA”)
serve as the Fund’s co-investment advisers (the “Advisers”). The Fund pays the Advis-
ers a monthly fee at an annual rate of 1.25% of the value of the Fund’s average monthly
total assets under management (including the principal amount of leverage, if any). At the
Feburary 9, 2009 Board of Directors meeting, the Advisers agreed to a waiver of advisory
fees such that, in the future, the advisory fees would be calculated at the annual rate of
1.25% on assets up to $400 million, 1.10% on assets between $400-$600 milion and
1.00% on assets exceeding $600 milion. This fee waiver has a one year term and is
renewable annually at the option of the Advisers. The waiver is not subject to recapture.
The equity owners of BIA are Evergreen Atlantic, LLC, a Colorado limited liability com-
pany (“EALLC”), and the Lola Brown Trust No. 1B (the “Lola Trust”), each of which is
considered to be an “affiiated person” of the Fund as that term is defined in the 1940 Act.
Stewart West Indies Trading Company, Ltd. is a Barbados international business com-
pany doing business as Stewart Investment Advisers. SIA receives a monthly fee equal
to 75% of the fees earned by the Advisers, and BIA receives 25% of the fees earned by
the Advisers. The equity owner of SIA is the Stewart West Indies Trust, considered to be
an “affiliated person” of the Fund as that term is defined in the 1940 Act.
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Fund Administrative Services, LLC (“FAS”) serves as the Fund’s co-administrator. Un-
der the Administration Agreement, FAS provides certain administrative and executive
management services to the Fund. The Fund pays FAS a monthly fee calculated at an
annual rate of 0.20% of the value of the Fund’s average monthly total assets (including
leverage) up to $250 million; 0.18% of the Fund’s average monthly total assets (includ-
ing leverage) on the next $150 million; and, 0.15% on the value of the Fund’s average
monthly total assets (including leverage) over $400 million. The equity owners of FAS
are EALLC and the Lola Trust.

ALPS Fund Services, Inc. (“ALPS”) serves as the Fund’s co-administrator. As compen-
sation for its services, ALPS receives certain out-of-pocket expenses and asset-based
fees, which are accrued daily and paid monthly. Fees paid to ALPS are calculated
based on combined assets of the Fund, the Boulder Growth & Income Fund, Inc., The
Denali Fund Inc., and First Opportunity Fund, Inc. (the “Fund Group”). ALPS receives
the greater of the following, based on combined assets of the Fund Complex: an an-
nual minimum of $460,000, or an annualized fee of 0.045% on assets up to $1 billion,
an annualized fee of 0.03% on assets between $1 and $3 billion, and an annualized fee
of 0.02% on assets above $3 billion.

The Fund pays each Director who is not a director, officer, employee, or affiliate of the
Advisers or FAS a fee of $8,000 per annum, plus $4,000 for each in-person meeting of
the Board of Directors and $500 for each telephone meeting. In addition, the Chairman
of the Board and the Chairman of the Audit Committee receive $1,000 per meeting and
each member of the Audit Committee receives $500 per meeting. The Fund will also
reimburse all non-interested Directors for travel and out-of-pocket expenses incurred
in connection with such meetings.

Bank of New York Mellon (“BNY Mellon”) serves as the Fund’s custodian and as com-
pensation for BNY Mellon’s services the Fund pays BNY Mellon a monthly fee plus
certain out-of-pocket expenses.

PNC Global Investment Servicing (“PNC GIS”) serves as the Fund’s Common Stock
Servicing Agent (transfer agent), dividend-paying agent and registrar, and as compen-
sation for PNC GIS’s services as such, the Fund pays PNC GIS a monthly fee plus
certain out-of-pocket expenses.

Deutsche Bank Trust Company Americas (“Auction Agent”), a wholly owned subsidiary
of Deutsche Bank AG, serves as the Fund’s Preferred Stock transfer agent, registrar,
dividend disbursing agent and redemption agent.

NOTE 3. SECURITIES TRANSACTIONS
Purchases and sales of securities, excluding short term securities, during the six months

ended May 31, 2009 were $5,587,847 and $9,392,829, respectively.
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On May 31, 2009, based on cost of $183,875,189 for federal income tax purposes,
aggregate gross unrealized appreciation for all securities in which there is an excess
of value over tax cost was $68,671,934 and aggregate gross unrealized depreciation
for all securities in which there is an excess of tax cost over value was $19,836,169,
resulting in net unrealized appreciation of $48,835,765.

NOTE 4. CAPITAL

At May 31, 2009, 240,000,000 of $0.01 par value Common Stock were authorized, of
which 12,338,660 were outstanding.

Transactions in common stock were as follows:

Six Months Ended Year Ended
May 31, 2009 November 30, 2008
Common Shares outstanding —
beginning of period 12,338,660 12,338,660
Common Shares issued as
reinvestment of dividends = =
Common Shares outstanding — end of period 12,338,660 12,338,660

NOTE 5. TAXABLE AUCTION MARKET PREFERRED STOCK

The Fund’s Articles of Incorporation authorize the issuance of up to 10,000,000 shares
of $0.01 par value preferred stock. On August 15, 2000, the Fund’s 775 shares of
Money Market Cumulative Preferred Stock™ were retired and 775 shares of Taxable
Auction Market Preferred Stock (“AMPS”) were issued. AMPS is senior to the Common
Stock and results in the financial leveraging of the Common Stock. Such leveraging
tends to magnify both the risks and opportunities to Common Stockholders. Dividends
on shares of AMPS are cumulative. The Fund’s AMPS have a liquidation preference of
$100,000 per share, plus any accumulated unpaid distributions, whether or not earned
or declared by the Fund but excluding interest thereon (“Liquidation Value”) and have
no set retirement date. An auction of the AMPS is generally held every 28 days. Exist-
ing stockholders may submit an order to hold, bid or sell shares on each auction date.
AMPS stockholders may also trade shares in the secondary market.

In February 2008, the auction market across almost all closed-end funds became illiquid
resulting in failed auctions for the Fund’s AMPS. A failed auction is not an event of default
for the Fund but it has a negative impact on the liquidity of the AMPS. A failed auction
occurs when there are more sellers of a fund’s AMPS than buyers. It is impossible to pre-
dict how long this imbalance will last. A successful auction for the Fund’s AMPS may not
occur for some time, if ever, and even if liquidity does resume, holders of AMPS may not
have the ability to sell the AMPS at their liquidation preference. As such, the Fund contin-
ues to pay dividends on the AMPS at the maximum rate, set forth in the Fund’s Articles
Supplementary, the governing document for the AMPS. The Fund’s maximum rate is set
at the greater of 1.25% of 30-day LIBOR or 30-day LIBOR plus 125 basis points.
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The Fund may redeem its AMPS, in whole or in part, on the second business day preced-
ing any distribution payment date at Liquidation Value. The Fund is also subject to certain
restrictions relating to the AMPS. Specifically, the Fund is required under the 1940 Act to
maintain an asset coverage with respect to the AMPS of 200% or greater. The Fund is also
required to maintain certain coverage amounts for Standard & Poor’s and Moody’s (“rating
agencies”). Failure to comply with these restrictions could preclude the Fund from declaring
any distributions to common stockholders or repurchasing common shares and/or could
trigger the mandatory redemption of AMPS at Liquidation Value. The Fund was in compli-
ance with these requirements as of May 31, 2009. The holders of AMPS are entitled to one
vote per share and will vote with holders of common shares as a single class, except that
the AMPS holders will vote separately as a class on certain matters, as required by law or
the Fund’s charter. The holders of the AMPS, voting as a separate class, are entitled at all
times to elect two Directors of the Fund, and to elect a majority of the Directors of the Fund
if the Fund fails to pay distributions on AMPS for two consecutive years.

In connection with the settlement of each AMPS auction, the Fund pays, through the
auction agent, a service fee to each participating broker-dealer based upon the aggre-
gate liquidation preference of the AMPS held by the broker-dealer’s customers. Prior
to February 19, 2009 the Fund paid at an annual rate of 0.25% and upon this date the
annual rate was reduced to 0.05% until further notice from the Fund. These fees are
paid for failed auctions as well.

On May 31, 2009, 775 shares of AMPS were outstanding at the annual rate of 1.60%.
The dividend rate, as set by the auction process, is generally expected to vary with short-
term interest rates. These rates may vary in a manner unrelated to the income received
on the Fund’s assets, which could have either a beneficial or detrimental impact on net
investment income and gains available to common stockholders. While the Fund expects
to earn a higher return on its assets than the cost associated with the AMPS, including
expenses, there can be no assurance that such results will be attained.

NOTE 6. PORTFOLIO INVESTMENTS, CONCENTRATION AND
INVESTMENT QUALITY

The Fund operates as a “diversified” management investment company, as defined in
the 1940 Act. Under this definition, at least 75% of the value of the Fund’s total assets
must at the time of investment consist of cash and cash items (including receivables),
U.S. Government securities, securities of other investment companies, and other securi-
ties limited in respect of any one issuer to an amount not greater in value than 5% of the
value of the Fund’s total assets (at the time of purchase) and to not more than 10% of
the voting securities of a single issuer. This limit does not apply, however, to 25% of the
Fund’s assets, which may be invested in a single issuer. A more concentrated portfolio
may cause the Fund’s net asset value to be more volatile and thus may subject stock-
holders to more risk. The Fund may hold a substantial position (up to 25% of its assets) in
the common stock of a single issuer. As of May 31, 2009, the Fund held more than 25%
of its assets in Berkshire Hathaway, Inc., as a direct result of the market appreciation of
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the issuer since the time of purchase. Thus, the volatility of the Fund’s common stock,
and the Fund’s net assets value and its performance in general, depends disproportion-
ately more on the performance of this single issuer than that of a more diversified fund.

The Fund intends to concentrate its common stock investments in a few issuers and
to take large positions in those issuers. As a result, the Fund is subject to a greater risk
of loss than a fund that diversifies 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 its large holdings. Under normal market conditions, the Fund intends to
invest in a portfolio of common stocks. The portion of the Fund’s assets invested in
each can vary depending on market conditions. The term “common stocks” includes
both stocks acquired primarily for their appreciation potential and stocks acquired for
their income potential, such as dividend-paying RICs and REITs. The term “income
securities” includes bonds, U.S. Government securities, notes, bills, debentures, pre-
ferred stocks, convertible securities, bank debt obligations, repurchase agreements
and short-term money market obligations.

NOTE 7. SIGNIFICANT STOCKHOLDERS

On May 31, 2009, trusts and other entities affiliated with Stewart R. Horejsi and the
Horejsi family owned 4,956,149 shares of Common Stock of the Fund, representing
approximately 40.17% of the total Fund shares. Stewart R. Horejsi is the primary port-
folio manager for SIA and is the Fund'’s primary portfolio manager. He is responsible for
the day-to-day strategic management of the Fund.

NOTE 8. SHARE REPURCHASE PROGRAM

In accordance with Section 23(c) of the 1940 Act, the Fund may from time to time
effect redemptions and/or repurchases of its AMPS and/or its Common Stock, in the
open market or through private transactions; at the option of the Board of Directors
and upon such terms as the Directors shall determine.

For the six months ended May 31, 2009 and the year ended November 30, 2008, the
Fund did not repurchase any of its own stock.

NOTE 9. TAX BASIS DISTRIBUTIONS

As determined on November 30, 2008, permanent differences resulting primarily from
different book and tax accounting for gains and losses on foreign currency and certain
other investments were reclassified at fiscal year-end. These reclassifications had no
effect on net income, net asset value applicable to common stockholders or net asset
value per common share of the Fund.

Ordinary income and long-term capital gains are allocated to common stockholders af-
ter payment of the available amounts on any outstanding AMPS. To the extent that the
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amount distributed to common stockholders exceeds the amount of available ordinary
income and long-term capital gains after allocation to any outstanding AMPS, these dis-
tributions are treated as a tax return of capital. Additionally, to the extent that the amount
distributed on any outstanding AMPS exceeds the amount of available ordinary income
and long-term capital gains, these distributions are treated as a tax return of capital.

Permanent book and tax basis differences of $(858,668) and $858,668 were reclas-
sified at November 30, 2008 among distributions in excess of net investment income
and accumulated net realized losses on investments, respectively, for the Fund.

The tax character of distributions paid during the years ended November 30, 2008 and
November 30, 2007 was as follows:

Year Ended Year Ended
November 2008 November 2007
Distributions paid from:
Ordinary Income $ 2,125,662 $ 5,501,573
Long-Term Capital Gain 448,908 11,440,578
Tax Return of Capital 37,055,059 —
$ 39,629,629 $ 16,942,151

As of November 30, 2008, the Fund had available for tax purposes unused capital loss
carryovers of $9,313,829 expiring November 30, 2016.

As of November 30, 2008, the components of distributable earnings (accumulated
losses) on a U.S. federal income tax basis were as follows:

Accumulated Capital Losses $ (9,313,829)
Unrealized Appreciation 41,427,891
$ 32,114,062

NOTE 10. OTHER INFORMATION

Rights Offerings: The Fund, like other closed-end funds, may at times raise cash for
investment by issuing a fixed number of shares through one or more public offerings,
including rights offerings. Proceeds from any such offerings will be used to further the
investment objectives of the Fund.

NOTE 11. RECENTLY ISSUED ACCOUNTING PRONOUNCEMENT

In March 2008, FASB issued Statement of Financial Accounting Standards No. 161 (“SFAS
161”) “Disclosures about Derivative Instruments and Hedging Activities” —an amendment
of FASB Statement No. 133 (“SFAS 133"), expands the disclosure requirements in SFAS
133 about an entity’s derivative instruments and hedging activities. SFAS 161 is effective
for fiscal years and interim periods beginning after November 15, 2008. Management has
concluded that the adoption of SFAS 161, as adopted by the Fund December 1, 2008, has
no impact on the Fund’s financial statements for the six months ended May 31, 2009.
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Registered holders (“Common Stockholders”) of common shares (the “Common
Shares”) are automatically enrolled (the “Participants”) in the Fund’s Dividend Reinvest-
ment Plan (the “Plan”) whereupon all distributions of income, capital gains or man-
aged distributions (“Distributions”) are automatically reinvested in additional Common
Shares. Common Stockholders who elect to not participate in the Plan will receive all
distributions in cash paid by check in U.S. dollars mailed directly to the stockholders of
record (or if the shares are held in street name or other nominee name, then the nomi-
nee) by the custodian, as dividend disbursing agent.

PNC Global Investment Servicing (the “Agent”) serves as Agent for each Participant in
administering the Plan. After the Fund declares a Distribution, if (1) the net asset value
per Common Share is equal to or less than the market price per Common Share plus
estimated brokerage commissions on the payment date for a Distribution, Participants
will be issued Common Shares at the higher of net asset value per Common Share
or 95% of the market price per Common Share on the payment date; or if (2) the net
asset value per Common Share exceeds the market price plus estimated brokerage
commissions on the payment date for a Distribution, the Agent shall apply the amount
of such Distribution to purchase Common Shares on the open market and Participants
will receive the equivalent in Common Shares valued at the weighted average market
price (including brokerage commissions) determined as of the time of the purchase
(generally, following the payment date of the Distribution). If, before the Agent has com-
pleted its purchases, the market price plus estimated brokerage commissions exceeds
the net asset value of the Common Shares as of the payment date, the purchase price
paid by the Agent may exceed the net asset value of the Common Shares, resulting
in the acquisition of fewer Common Shares than if such Distribution had been paid in
Common Shares issued by the Fund. If the Agent is unable to invest the full Distribution
amount in purchases in the open market or if the market discount shifts to a market
premium during the purchase period than the Agent may cease making purchases in
the open market the instant the Agent is notified of a market premium and may invest
the uninvested portion portion of the Distribution in newly issued Common Shares at
the net asset value per Common Share at the close of business provided that, if the net
asset value is less than or equal to 95% of the then current market price per Common
Share, the dollar amount of the Distribution will be divided by 95% of the market price
on the payment date. The Fund will not issue Common Shares under the Plan below
net asset value.

There is no charge to Participants for reinvesting Distributions, except for certain bro-
kerage commissions, as described below. The Agent’s fees for the handling of the
reinvestment of Distributions will be paid by the Fund. There will be no brokerage com-
missions charged with respect to shares issued directly by the Fund. However, each
Participant will pay a pro rata share of brokerage commissions incurred with respect to
the Agent’s open market purchase in connection with the reinvestment of Distributions.
The automatic reinvestment of Distributions will not relieve Participants of any federal
income tax that may be payable on such Distributions.
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The Fund reserves the right to amend or terminate the Plan upon 90 days’ written no-
tice to Common Stockholders of the Fund.

Participants in the Plan may (i) request a certificate, (i) request to sell their shares, or (i)
withdraw from the Plan upon written notice to the Agent or by telephone in accordance
with the specific procedures and will receive certificates for whole Common Shares and
cash for fractional Common Shares.

All correspondence concerning the Plan should be directed to the Agent, PNC Glob-
al Investment Servicing, PO. Box 43027, Providence, Rl 02940-3027. To receive
a full copy of the Fund’s Dividend Reinvestment Plan, please contact the Agent at
1-800-331-1710.
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Portfolio Information. The Fund files its complete schedule of portfolio holdings with
the SEC for the first and third quarters of each fiscal year on Form N-Q. The Fund’s
Form N-Q is available (1) on the Fund’s website located at http://www.boulderfunds.
net; (2) on the SEC’s website at http://www.sec.gov; or (3) for review and copying at
the SEC’s Public Reference Room (“PRR”) in Washington, DC. Information regarding
the operation of the PRR may be obtained by calling 1-800-SEC-0330.

Proxy Information. The policies and procedures used to determine how to vote prox-
ies relating to portfolio securities held by the Fund are available on the Fund’s website
located at http://www.boulderfunds.net. Information regarding how the Fund voted
proxies relating to portfolio securities during the most recent twelve-month period end-
ed June 30 is available at http://www.sec.gov.

Senior Officer Code of Ethics. The Fund files a copy of its code of ethics that applies
to the registrant’s principal executive officer, principal financial officer or controller, or
persons performing similar functions (the “Senior Officer Code of Ethics”), with the SEC
as an exhibit to its annual report on Form N-CSR. The Fund’s Senior Officer Code of
Ethics is available on the Fund’s website located at http://www.boulderfunds.net.

Privacy Statement. Pursuant to SEC Regulation S-P (Privacy of Consumer Financial
Information) the Directors of the Fund have established the following policy regard-
ing information about the Fund’s stockholders. We consider all stockholder data to
be private and confidential, and we hold ourselves to the highest standards in its
safekeeping and use.

General Statement. The Fund may collect nonpublic information (e.g., your name, ad-
dress, email address, Social Security Number, Fund holdings (collectively, “Personal
Information”)) about stockholders from transactions in Fund shares. The Fund will not
release Personal Information about current or former stockholders (except as permitted
by law) unless one of the following conditions is met: (i) we receive your prior written
consent; (i) we believe the recipient to be you or your authorized representative; (jii) to
service or support the business functions of the Fund (as explained in more detail be-
low), or (iv) we are required by law to release Personal Information to the recipient. The
Fund has not and will not in the future give or sell Personal Information about its current
or former stockholders to any company, individual, or group (except as permitted by
law) and as otherwise provided in this policy.

In the future, the Fund may make certain electronic services available to its stock-
holders and may solicit your email address and contact you by email, telephone or
US mail regarding the availability of such services. The Fund may also contact stock-
holders by email, telephone or US mail in connection with these services, such as
to confirm enrollment in electronic stockholders communications or to update your
Personal Information. In no event will the Fund transmit your Personal Information via
email without your consent.
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Use of Personal Information. The Fund will only use Personal Information (i) as neces-
sary to service or maintain stockholder accounts in the ordinary course of business and
(i) to support business functions of the Fund and its affiliated businesses. This means
that the Fund may share certain Personal Information, only as permitted by law, with
affiliated businesses of the Fund, and that such information may be used for non-Fund-
related solicitation. When Personal Information is shared with the Fund’s business affili-
ates, the Fund may do so without providing you the option of preventing these types of
disclosures as permitted by law.

Safeguards regarding Personal Information. Internally, we also restrict access to Per-
sonal Information to those who have a specific need for the records. We maintain
physical, electronic, and procedural safeguards that comply with Federal standards to
guard Personal Information. Any doubts about the confidentiality of Personal Informa-
tion, as required by law, are resolved in favor of confidentiality.

Meeting of Stockholders - Voting Results

On April 24, 2009, the Fund held its Annual Meeting of Stockholders to consider an
amendment to the Fund’s Charter and the election of Directors of the Fund. The results
of voting were as follows:

Proposal 1: Amendment to the Charter classifying the Board of Directors into three
separate classes and making related changes to the Charter (both common and

preferred stockholders vote)

# of Votes Cast % of Votes Cast

Affirmative 6,878,143 90.67%
Against 684,220 9.02%
Abstained 23,268 0.31%

TOTAL 7,585,631 100.00%

Proposal 2: Election of Directors of the Fund

Election of Joel W. Looney as a Class Il Director of the Fund
(both common and preferred stockholders vote)

# of Votes Cast % of Votes Cast

Affirmative 11,087,571 93.49%
Withheld 772,237 6.51%
TOTAL 11,859,808 100.00%
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Election of Richard I. Barr as a Class Ill Director of the Fund
(both common and preferred stockholders vote)

# of Votes Cast % of Votes Cast

Affirmative 11,079,510 93.42%
Withheld 780,298 6.58%
TOTAL 11,859,808 100.00%

Election of Dr. Dean L. Jacobson as a Class | Director of the Fund
(both common and preferred stockholders vote)

# of Votes Cast % of Votes Cast

Affirmative 11,079,199 93.42%
Withheld 780,609 6.58%
TOTAL 11,859,808 100.00%

Election of John S. Horejsi as a Class | Director of the Fund
(only preferred stockholders vote)

# of Votes Cast % of Votes Cast

Affirmative 713 98.48%
Withheld 11 1.52%
TOTAL 724 100.00%

Election of Susan L. Ciciora as a Class lll Director of the Fund
(only preferred stockholders vote)

# of Votes Cast % of Votes Cast

Affirmative 713 98.48%
Withheld 11 0.02
TOTAL 724 100.00%
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Each of the Advisers has entered into an Investment Advisory Agreement with the
Fund (the “Agreements”) pursuant to which the Advisers are jointly responsible for
managing the Fund’s assets in accordance with its investment objectives, policies
and limitations. The 1940 Act requires that the Board of Directors (the “Board”),
including a majority of the Independent Directors, annually approve the terms of the
Agreements. At a regularly scheduled meeting held on February 9, 2009, the Direc-
tors, by a unanimous vote (including a separate vote of the Independent Directors),
approved the renewal of the Agreements.

Factors Considered

Generally, the Board considered a number of factors in renewing the Agreements
including, among other things, (i) the nature, extent and quality of services to be
furnished by the Advisers to the Fund; (i) the investment performance of the Fund
compared to relevant market indices and the performance of comparable funds; (iii)
the advisory fees and other expenses paid by the Fund; (iv) the profitability to the Ad-
visers of their investment advisory relationship with the Fund; (v) the extent to which
economies of scale would be realized as the Fund grows and whether fee levels
reflect any economies of scale; (vi) support of the Advisers by the Fund’s principal
stockholders; (vii) the historical relationship between the Fund and the Advisers, and
(viii) the relationship between the Advisers and its affiliated service provider, Fund Ad-
ministrative Services, LLC (“FAS”). The Board also reviewed the ability of the Advisers
to provide investment management and supervision services to the Fund, including
the background, education and experience of the key portfolio management and
operational personnel, the investment philosophy and decision-making process of
those professionals, and the ethical standards maintained by the Advisers.

Deliberative Process

To assist the Board in its evaluation of the quality of the Advisers’ services and the
reasonableness of the Advisers’ fees under the Agreements, the Board received a
memorandum from independent legal counsel to the Independent Directors discuss-
ing the factors generally regarded as appropriate to consider in evaluating invest-
ment advisory arrangements and the duties of directors in approving such arrange-
ments. In connection with its evaluation, the Board also requested, and received,
various materials relating to the Advisers’ investment services under the Agreements.
These materials included reports and presentations from the Advisers that described,
among other things, the Advisers’ organizational structure, financial condition, internal
controls, policies and procedures on brokerage practices, soft-dollar commissions
and trade allocation, comparative investment performance results, comparative sub-
advisory fees, and compliance policies and procedures. The Board also received a
report prepared by an independent consultant, Lipper Analytical Services, Inc. (“Lip-
per”), comparing the Fund’s performance, advisory fees and expenses to a group of
leveraged closed-end funds determined to be most similar to the Fund in each case
as determined by Lipper. The Board also considered information received from the
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Advisers throughout the year, including investment performance and expense ratio
reports for the Fund.

In advance of the February 9, 2009 meeting, the Independent Directors held a special
telephonic meeting with counsel to the Fund and the Independent Directors. The
principal purpose of the meeting was to discuss the renewal of the Agreements and
review the materials provided to the Board by the Advisers in connection with the an-
nual review process. The Board held additional discussions at the February 9, 2009
Board meeting, which included a private session among the Independent Directors
and their independent legal counsel at which no employees or representatives of the
Advisers were present.

The information below summarizes the Board’s considerations in connection with its
approval of the Agreements. In deciding to approve the Agreements, the Board did
not identify a single factor as controlling and this summary does not describe all of the
matters considered. However, the Board concluded that each of the various factors
referred to below favored such approval.

Nature, Extent and Quality of the Services Provided; Ability to Provide Services
The Board received and considered various data and information regarding the na-
ture, extent and quality of services provided to the Fund by the Advisers under the
Agreements. Each Adviser’s most recent investment adviser registration form on the
Securities and Exchange Commission’s Form ADV was provided to the Board, as
were the responses of the Advisers to information requests submitted to the Ad-
visers by the Independent Directors through their independent legal counsel. The
Board reviewed and analyzed the materials, which included information about the
background, education and experience of the Advisers’ key portfolio management
and operational personnel and the amount of attention devoted to the Fund by the
Advisers’ portfolio management personnel. In this regard, it was noted that the Advis-
ers’ only clients are the Fund, two other registered investment companies (Boulder
Growth & Income Fund, Inc. and The Denali Fund Inc.) and a charitable foundation
affiliated with the Horejsi family. Based on its evaluation, the Board was satisfied that
the Advisers’ investment personnel, including Stewart Horejsi, the Fund’s principal
portfolio manager, would continue to devote a significant portion of their time and
attention to the success of the Fund and its investment strategy. The Board also
considered the Advisers’ policies and procedures for ensuring compliance with ap-
plicable laws and regulations, as well as the results of a recently completed routine
examination of the Advisers and the Fund by the staff of the Securities and Exchange
Commission. Based on the above factors, the Board concluded that it was generally
satisfied with nature, extent and quality of the investment advisory services provided
to the Fund by the Advisers, and that the Advisers possessed the ability to continue
to provide these services to the Fund in the future.
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Investment Performance

The Board considered the investment performance of the Fund since August 1999,
when the Advisers became the investment managers for the Fund, as compared to
both relevant indices and the performance of the Fund’s Peer Group and Universe.
The Board noted that for the one-year period ended December 31, 2008, the Fund
underperformed the S&P 500 Index (the “S&P”), the Fund’s primary benchmark and
the Dow Jones Industrial Average (“Dow”), however it outperformed the NASDAQ
Composite “NASDAQ”). For the 3 year-period ended December 31, 2008, the Board
noted that the Fund outperformed the S&P and NASDAQ but underperformed the
Dow. The Board further noted for the five-year period ended December 31, 2008,
the Fund performed comparably to the S&P, outperformed the NASDAQ and under-
performed the Dow Jones. In evaluating the Fund’s performance, the Board placed
greater weight on the three- and five-year time periods.

The Board further considered the investment performance of the Fund as compared
to the performance of its peers of leveraged closed-end core funds and value funds
(the “Performance Universe”). The Board noted favorably that the Fund’s performance
ranked in the first quintile of its Performance Universe (i.e., the top 20% of the funds
in the Universe) for the one- and three-year periods ending December 31, 2008. The
Board noted that the Performance Universe was relatively small, ranging between
fifteen and sixteen leveraged closed-end funds during these time periods. While ac-
knowledging that the Fund’s performance within the Universe was very good, the
Board did not ascribe a great deal of weight to the Lipper information given the small
number of leveraged closed-end funds pursuing investment strategies similar to the
Fund. Based on these factors, the Board concluded that the overall performance
results supported the renewal of the Agreements.

Costs of Services Provided and Profits Realized by the Advisers

In evaluating the costs of the services provided to the Fund by the Advisers, the
Board received statistical and other information regarding the Fund’s total expense
ratio and its various components, including management fees and investment-relat-
ed expenses. This information included a comparison of the Fund’s various expenses
to preferred stock leveraged closed-end expense group classified as either a value
fund or core fund by Lipper (the “Expense Group”) and a broader leveraged closed-
end fund expense universe (the “Expense Universe”). The Board acknowledged that
the level of fees charged by the Advisers is at the higher end of the spectrum of fees
charged by similarly situated investment advisers of closed-end funds as defined
by the Expense Universe. The Fund’s management fee expense ranked in the fifth
quintile of the seven funds included in the Expense Group. The Board noted that the
Fund’s stockholders had removed most of the Fund’s investment limitations, result-
ing in a much broader (and more difficult to assess) universe of investment possibili-
ties for the Fund than might otherwise be the case for other “sector” or “industry”
oriented funds, which requires a greater degree of portfolio management skill on the
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part of the Advisers. The Board also considered that the Advisers do not participate
in soft dollar or directed brokerage transactions. Instead, the Advisers bear the cost
of third party research utilized by the Advisers, increasing the cost to the Advisers of
providing investment management services to the Fund and decreasing the Fund’s
transaction expenses. It was also noted that the Advisers have historically waived
fees when the Fund held significant levels of un-invested cash.

The Board also obtained detailed information regarding the overall profitability of the
Advisers and the combined profitability of the Advisers and FAS, which acts as co-
administrator for the Fund. The combined profitability information was obtained to
assist the Board in determining the overall benefits to the Advisers from their relation-
ship to the Fund. In particular, the Board reviewed the costs incurred by the Advisers
and FAS in providing services to the Fund. The Board noted that the costs of the
Advisers and FAS had materially increased over time due to an increased need for
additional compliance resources, investments in technology and other requirements.
Based on its analysis of this information, the Board determined that the level of profits
earned by the Advisers from managing the Fund bear a reasonable relationship to
the services rendered.

Based on these factors, the Board concluded that the fee under the Agreements
was reasonable and fair in light of the nature and quality of the services provided by
the Advisers.

Economies of Scale

The Board considered whether there have been economies of scale with respect to
the management of the Fund, whether the Fund has appropriately benefited from any
economies of scale, and whether the management fee rate is reasonable in relation to
the Fund'’s assets and any economies of scale that may exist. Based on the relatively
small size of the Fund, the Board determined that no meaningful economies of scale
would be realized until the Fund achieved significantly higher asset levels. The Board
noted that the Fund’s total net assets had declined significantly during the prior year,
and remained relatively small. The Board also noted that the Advisers’ internal costs
of providing investment management services to the Fund had increased over time,
in part due to administrative burdens and expenses resulting from recent legislative
and regulatory actions. The Board further noted that the Advisers had agreed last
year to implement a fee waiver to reduce the advisory fees as the Fund’s assets
grow, and the Advisers agreed to continue such fee waiver for the next annual period.
The Board determined to continue to evaluate any economies of scale achieved by
the Advisers in managing the Fund during the coming year and the Advisers agreed
to discuss economies of scale and the breakpoint schedule annually in connection
with subsequent renewals of the Advisory Agreements. The Board concluded that
current breakpoint levels were acceptable and would appropriately benefit the Fund
from any economies of scale realized by the Advisers if the Fund’s assets grow.
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Stockholder Support and Historical Relationship with the Fund

The Board also weighed the views of the Fund’s largest stockholders, which are
affiliated with Mr. Horejsi and the Advisers. As of January 11, 2009, these stockhold-
ers held approximately 42% of the Fund’s outstanding common shares. The Board
understood from Mr. Horejsi that these stockholders were supportive of the Advisers
and the renewal of the Agreements. The Board also noted that the Fund had received
a limited amount of negative feedback from other Fund stockholders with respect to
the levels of investment management fees and expenses experienced by the Fund.

Approval

The Board based its decision to approve the renewal of the Agreements on a careful
analysis, in consultation with independent counsel, of the above factors as well as
other factors. In approving the Agreements, the Board concluded that the terms of
the Fund'’s investment advisory agreements are reasonable and fair and that renewal
of the Agreements is in the best interests of the Fund and its stockholders.
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