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/x%x/ when declared effective pursuant to Section 8 (c)

CALCULATION OF REGISTRATION FEE UNDER THE SECURITIES ACT OF 1933

PROPOSED PROPOSED
AMOUNT MAXIMUM MAXIMUM AMOUNT OF
BEING OFFERING AGGREGATE REGISTRATION
TITLE OF SECURITIES BEING REGISTERED PRICE PER OFFERING FEES (1) (2)
REGISTERED (1) UNIT PRICE (1)
(1)
Auction Preferred Shares, 7,700 $25,000 $192,500,000 $17,710

$0.01 par value

(1) Estimated solely for purposes of calculating the registration fee, pursuant
to Rule 457 (o) under the Securities Act of 1933.

(2) Transmitted prior to filing.

THE REGISTRANT HEREBY AMENDS THIS REGISTRATION STATEMENT ON SUCH DATE OR
DATES AS MAY BE NECESSARY TO DELAY ITS EFFECTIVE DATE UNTIL THE REGISTRANT SHALL
FILE A FURTHER AMENDMENT WHICH SPECIFICALLY STATES THIS REGISTRATION STATEMENT
SHALL THEREAFTER BECOME EFFECTIVE IN ACCORDANCE WITH SECTION 8 (A) OF THE
SECURITIES ACT OF 1933 OR UNTIL THE REGISTRATION STATEMENT SHALL BECOME
EFFECTIVE ON SUCH DATES AS THE COMMISSION, ACTING PURSUANT TO SAID SECTION 8 (A),
MAY DETERMINE.

THE INFORMATION IN THIS PROSPECTUS IS INCOMPLETE AND MAY BE CHANGED. WE MAY NOT
SELL THESE SECURITIES UNTIL THE REGISTRATION STATEMENT FILED WITH THE SECURITIES
AND EXCHANGE COMMISSION IS EFFECTIVE. THIS PROSPECTUS IS NOT AN OFFER TO SELL
THESE SECURITIES, AND WE ARE NOT SOLICITING OFFERS TO BUY THESE SECURITIES, IN
ANY STATE WHERE THE OFFER OR SALE IS NOT PERMITTED.

SUBJECT TO COMPLETION, DATED SEPTEMBER 25, 2002
[EATON VANCE LOGO]
Sl ]

EATON VANCE INSURED MUNICIPAL BOND FUND
[ SHARES, SERIES A

]
[ ] SHARES, SERIES B
[ ] SHARES, SERIES C
[ ] SHARES, SERIES D
[ ] SHARES, SERIES E
EATON VANCE INSURED CALIFORNIA EATON VANCE INSURED NEW YORK
MUNICIPAL BOND FUND MUNICIPAL BOND FUND

[ 1] SHARES, SERIES A [ 1] SHARES, SERIES A
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[ ] SHARES, SERIES B [ ] SHARES, SERIES B

AUCTION PREFERRED SHARES ("APS")
LIQUIDATION PREFERENCE $25,000 PER SHARE

Each of Eaton Vance Insured Municipal Bond Fund (the "National Fund"),
Eaton Vance Insured California Municipal Bond Fund (the "California Fund") and
Eaton Vance Insured New York Municipal Bond Fund (the "New York Fund") (each a
"Fund" and together the "Funds") 1is a recently organized non-diversified,
closed-end management investment company. Each Fund's investment objective is to
provide current income exempt from federal income tax, 1including alternative
minimum tax, and, in the cases of the California Fund and the New York Fund,
certain relevant state and local taxes (as described below). This income will be
earned by investing primarily in high grade municipal obligations that are
insured as to the timely payment of principal and interest and are not subject
to alternative minimum tax. An investment in a Fund may not be appropriate for
all investors, particularly those that are not subject to federal and, with
respect to the California Fund and the New York Fund, applicable state taxes.
There is no assurance that a Fund will achieve its investment objective. See
"Investment Objectives, Policies and Risks" beginning at page [ ].

FEach Fund's investment adviser is Eaton Vance Management ("Eaton Vance" or
the "Adviser"). Eaton Vance manages [54] different municipal bond funds with
combined assets of over $[8] billion.

INVESTING IN APS INVOLVES CERTAIN RISKS, SEE "INVESTMENT OBJECTIVES,
POLICIES AND RISKS - RISK CONSIDERATIONS."

NEITHER THE SECURITIES AND EXCHANGE COMMISSION ("SEC") NOR ANY STATE
SECURITIES COMMISSION HAS APPROVED OR DISAPPROVED OF THESE SECURITIES OR PASSED
UPON THE ADEQUACY OF THIS PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENSE.

Capitalized terms not defined on this cover page are defined in the
Glossary that appears at the end of this Prospectus. The APS are offered at a

price per share of $25,000 subject to a sales load of $[ ] per share.
PRICE TO SALES PROCEEDS TO
PUBLIC (1) LOAD (2) FUND (1) (3)

National Fund

Per Share.......... $ $ $

Total..oeeueennn.n. $ $ $
California Fund

Per Share.......... $ $ $

Total..oeeueennn.n. $ $ $
New York Fund

Per Share.......... $ $ $

Total..oeeeennn.n. $ $ $

(1) Plus accumulated dividends, if any, from the Date of Original Issue.

(2) Each Fund and the Adviser have agreed to indemnify the Underwriters against
certain liabilities wunder the Securities Act of 1933, as amended. See
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"Underwriting."

(3) Not including offering expenses payable by each Fund estimated to be [ ] for

the National Fund, [ ] for the California Fund and [ ] for the New York Fund.
The underwriters are offering the APS subject to various conditions. The

underwriters expect to deliver the APS 1in book-entry form, through the

facilities of the Depository Trust Company on or about October [ ], 2002.

SALOMON SMITH BARNEY [ ] [ ]

, 2002

(CONTINUED FROM THE PREVIOUS PAGE)

Dividends on the APS of each Fund offered hereby will be cumulative from
the Date of Original Issue and payable commencing on the dates specified below
(an "Initial Dividend Payment Date") and, generally, on a weekly basis
thereafter on the days specified below, subject to certain exceptions. The cash
dividend rate (the "Applicable Rate") on the APS for the Initial Dividend Period
on such dates will be the per annum rate specified below:

INITIAL DIVIDEND NORMAL WEEKLY INITIAL
PAYMENT DATE PAYMENT DAY APPLICABLE RATE
National Fund
Series A
Series
Series
Series
Series
California Fund
Series A
Series B
New York Fund
Series A
Series B

HoQw

The APS will not be registered on any stock exchange or on any automated
quotation system. APS may only be bought or sold through an order at an auction
with or through a Dbroker-dealer that has entered into an agreement with the
auction agent the applicable Fund, or in a secondary market that may be
maintained by certain Dbroker-dealers. These broker-dealers are not required to
maintain this market and it may not provide you with 1liquidity. An increase in
the level of interest rates, particularly during any Special Dividend Period
that is a Long Term Dividend Period as discussed 1in "Description of APS -
Dividends and Dividend Periods - General," likely will have an adverse effect on
the secondary market price of the APS, and a selling shareholder may sell APS
between Auctions at a price per share of less than $25,000.

Each prospective purchaser should review carefully the detailed
information regarding the Auction Procedures which appears in this Prospectus
and the relevant Fund's Statement of Additional Information and should note that
(i) an Order constitutes an irrevocable commitment to hold, purchase or sell APS
based wupon the results of the related Auction, (ii) the Auctions will be
conducted through telephone communications, (iii) settlement for purchases and
sales will be on the Business Day following the Auction and (iv) ownership of
APS will Dbe maintained 1in book-entry form by or through the Securities
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Depository. In certain circumstances, holders of APS may be unable to sell their
APS in an Auction and thus may lack liquidity of investment. The APS only may be
transferred pursuant to a Bid or a Sell Order placed in an Auction through a
Broker-Dealer to the Auction Agent or in the secondary market, if any.

This Prospectus sets forth concisely information you should know before
investing 1in the APS. Please read and retain this Prospectus for future
reference. A Statement of Additional Information for each Fund dated [ ], 2002
has been filed with the SEC and can be obtained without charge by calling
1-800-225-6265 or by writing to the applicable Fund. Tables of contents to the
Statements of Additional Information are located at page [ ] of this Prospectus.
This Prospectus 1incorporates by reference the entire Statement of Additional
Information of each Fund. The Statements of Additional Information are available
along with other Fund-related materials at the SEC's internet web site
(http://www.sec.gov) . Each Fund's address is The Eaton Vance Building, 255 State
Street, Boston, Massachusetts 02109 and its telephone number is 1-800-225-6265.

THE APS DO NOT REPRESENT A DEPOSIT OR OBLIGATION OF, AND ARE NOT
GUARANTEED OR ENDORSED BY, ANY BANK OR OTHER INSURED DEPOSITORY INSTITUTION, AND
ARE NOT FEDERALLY INSURED BY THE FEDERAL DEPOSIT INSURANCE CORPORATION, THE
FEDERAL RESERVE BOARD OR ANY OTHER GOVERNMENT AGENCY.

YOU SHOULD RELY ONLY ON THE INFORMATION CONTAINED OR INCORPORATED BY
REFERENCE IN THIS PROSPECTUS. THE FUNDS HAVE NOT AUTHORIZED ANY OTHER PERSON TO
PROVIDE YOU WITH DIFFERENT INFORMATION. NO FUND IS MAKING AN OFFER OF THESE
SECURITIES IN ANY STATE WHERE THE OFFER IS NOT PERMITTED. YOU SHOULD NOT ASSUME
THAT THE INFORMATION APPEARING IN THIS PROSPECTUS IS ACCURATE AS OF ANY DATE
OTHER THAN THE DATE ON THE FRONT OF THIS PROSPECTUS.
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PROSPECTUS SUMMARY

THE FOLLOWING SUMMARY IS QUALIFIED IN ITS ENTIRETY BY REFERENCE TO THE
MORE DETAILED INFORMATION INCLUDED ELSEWHERE IN THIS PROSPECTUS. CERTAIN OF THE
CAPITALIZED TERMS USED IN THIS SUMMARY ARE DEFINED IN THE GLOSSARY THAT APPEARS
AT THE END OF THIS PROSPECTUS.

THE FUNDS......couoeve... Each of Eaton Vance Insured Municipal Bond Fund
(the "National Fund"), Eaton Vance Insured
California Municipal Bond Fund (the "California
Fund") and Eaton Vance Insured New York Municipal
Bond Fund (the "New York Fund") (each a "Fund" and
together the "Funds") 1is a recently organized
closed-end management investment company. The
National Fund was organized as a Massachusetts
business trust on July 2, 2002, and the California
Fund and New York Fund each was organized as a
Massachusetts business trust on July 8, 2002. Each
Fund has registered wunder the Investment Company
Act of 1940, as amended (the "1940 Act"). Each
Fund's principal office is 1located at The Eaton
Vance building, 255 State Street, Boston, MA
02109, and its telephone number is 1-800-225-6265.
Each Fund commenced operations on August 30, 2002
upon the closing of an initial public offering of

shares of its common shares of beneficial
interest, par value $0.01 per shares ("Common
Shares"). The Common Shares of each Fund are
traded on the American Stock Exchange ("AMEX")

under the symbols EIM for the National Fund, EVM
for the California Fund, and ENX for the New York
Fund. In connection with the initial public
offering of each Fund's Common Shares, the
underwriters were granted an option to purchase
additional shares to cover over—-allotments. Each
of the Funds 1is offering, pursuant to this
Prospectus, preferred shares of beneficial
interest, par value $0.01 per share, which have
been designated Auction Preferred Shares, Series
A, Series B, Series C, Series D and Series E for
the National Fund, and Series A and Series B for
both the California Fund and the New York Fund
(collectively, the "APS"). See "The Funds."

The Trustees of each Fund have determined that for
cost savings and other reasons that it 1is
appropriate for the Funds to employ a combined
Prospectus with respect to the offering of the
APS. However, each Fund offers only its own shares
of Dbeneficial interest, including the APS. All
statements made in this Prospectus by a Fund are
intended to apply only with respect to that Fund
and its APS offered hereby. Consequently, each
Fund disclaims any responsibility for any
misstatement or omission in this Prospectus with
respect to another Fund. In approving the use of a
combined Prospectus, the Trustees of each Fund
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considered the possibility that a Fund might
nevertheless Dbecome liable for a misstatement or
omission in the Prospectus regarding another Fund.

Certain of the capitalized terms wused 1in this
Prospectus are defined 1in the Glossary that

appears at the end of this Prospectus.

INVESTMENT OBJECTIVES AND

POLICIES. ..o Each Fund's investment objective 1is to provide
current income exempt from federal income tax,
including alternative minimum tax, and, in the

case of the California Fund and the New York Fund,
the particular state and local income taxes set
forth below ("state taxes"):

California Fund California State Personal
Income Tax

New York Fund New York State and New York
City Personal Income Taxes

Securities will be purchased and sold in an effort
to maintain a competitive vyield and to enhance
return based wupon the relative value of the
securities available in the marketplace. There is
no assurance that a Fund will achieve 1its
investment objective.

During normal market conditions, at least 80% of
each Fund's net assets will be invested in
municipal obligations, the interest on which is
exempt from federal income tax, including
alternative minimum tax, and, in the case of the
California Fund and the New York Fund applicable
state taxes ("municipal obligations"), and that
are insured as to principal and interest payments.
Such insurance will be from insurers having a
claims—-paying ability rated Aaa by Moody's

Investors Service, Inc. ("Moody's") or AAA by
Standard & Poor's Ratings Group ("S&P") or Fitch
Ratings ("Fitch"). This insurance does not protect

the market wvalue of such obligations or the net
asset value of a Fund. The value of an obligation
will be affected by the credit standing of its
insurer. Each Fund primarily invests in high grade
municipal obligations. At least 80% of each Fund's
net assets will normally be invested in municipal
obligations rated in the highest category at the
time of investment (which is Aaa by Moody's or AAA
by S&P or Fitch or, if unrated, determined to be
of comparable quality by the Adviser). Up to 20%
of each Fund's net assets may be invested in
obligations rated below Aaa or AAA (but not lower
than BBB or Baa) and comparable unrated
obligations and/or municipal obligations that are
uninsured. Accordingly, each Fund does not intend
to invest any of its assets in obligations rated
below 1investment grade or in comparable unrated
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obligations. From time to time, each Fund may hold
obligations that are wunrated but judged to be of
comparable quality by the Adviser. Under normal

market conditions, each Fund expects to be fully
invested (at least 95% of its net assets) in

accordance with its investment objective.

A FUND WILL NOT INVEST IN AN OBLIGATION IF THE
INTEREST ON THAT OBLIGATION IS SUBJECT TO THE
FEDERAL ALTERNATIVE MINIMUM TAX.

Each Fund may purchase and sell various kinds of
financial futures contracts and related options,
including futures contracts and related options
based on various debt securities and securities
indices, as well as 1interest rate swaps and
forward rate contracts, to seek to hedge against
changes 1in interest rates or for other risk
management purposes.

INVESTMENT ADVISER AND

ADMINISTRATOR........ Eaton Vance, an indirect wholly-owned subsidiary
of Eaton Vance Corp., 1s each Fund's investment
adviser and administrator. The Adviser and certain
of its subsidiaries manage [5] national municipal
funds, [38] single state municipal funds, 8
limited maturity municipal funds and 1 money
market municipal fund with combined assets of
about $[8] Dbillion as of August 31, 2002. See
"Management of the Funds."

THE OFFERING........... Each Fund 1is offering an aggregate of the
following number of APS of each Series at a
purchase price of $25,000 per share plus
accumulated dividends, if any, from the Date of
Original Issue:

National Fund California Fund
Series A —— [ ] Series A —— [ ]
Series B —— [ ] Series B —— [ ]
Series C —— [ ] New York Fund
Series D —— [ ] Series A —— [ ]
Series E —— [ ] Series B —— [ ]

The APS are Dbeing offered by the wunderwriters
("Underwriters") listed under "Underwriting."

RISK FACTORS SUMMARY Risk is inherent in all investing. Therefore,
before investing 1in a Fund you should consider
certain risks carefully. The primary risks of
investing in APS shares are:

o If an auction fails vyou may not be able to
sell some or all of your shares;

o Because of the nature of the market for APS,
you may receive less than the price you paid
for your shares if you sell them outside of
the auction, especially when market interest
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rates are rising;

o A rating agency could downgrade APS, which
could affect liquidity;

o A Fund may be forced to redeem your APS to
meet regulatory or rating agency requirements
or may voluntarily redeem vyour shares in
certain circumstances;

o In extraordinary circumstances a Fund may not
earn sufficient income from its investments
to pay dividends;

o If long-term interest rates rise, the value
of a Fund's investment portfolio will
decline, reducing the asset coverage for its
APS;

o If an issuer of a municipal bond in which a

Fund invests is downgraded or defaults, there
may be a negative impact on the income and/or
asset value of the Fund's portfolio;

o Each Fund 1is a non-diversified management
investment company and therefore may be more
susceptible to any single economic, political
or regulatory occurrence; and

o The California Fund's and the New York Fund's
policies of investing primarily in municipal
obligations of issuers located in California
and New York, respectively, makes such Funds
more susceptible to adverse economnic,
political or regulatory occurrences affecting
those issuers. To the extent that a
particular industry sector represents a
larger ©portion of a state's total economy,
the greater the impact that a downturn in
such sector is likely to have on the state's
economy .

For additional general risk of investing in APS of
the Fund, see "Investment Objectives, Policies and

Risks - Risk Considerations."
7

TRADING MARKET APS are not listed on an exchange. Instead, you
may buy or sell APS at an auction that normally is
held weekly by submitting orders to a
broker-dealer that has entered into an agreement
with the auction agent and each Fund (a
"Broker-Dealer"), or to a broker-dealer that has
entered into a separate agreement with a
Broker-Dealer. In addition to the auctions,
Broker-Dealers and other broker-dealers may

maintain a secondary trading market in APS outside
of auctions, but may discontinue this activity at
any time. There is no assurance that a secondary
market will provide shareholders with liquidity.
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You may transfer APS outside of auctions only to
or through a Broker-Dealer, or a broker-dealer
that has entered into a separate agreement with a
Broker-Dealer.

The table below shows the first auction date for
each series of APS of each Fund and the day on
which each subsequent auction will normally be
held for each such series. The first auction date
for each series of APS of each Fund will be the
business day before the dividend payment date for
the initial dividend period for each such series.
The start date for subsequent dividend periods
normally will be the business day following the
auction date wunless the then-current dividend
period is a special dividend period, or the day
that normally would be the auction date or the
first day of the subsequent dividend period is not
a business day.

First Auction Subsequent
Date* Auction*
National Fund
Series A [ ] [ ]
Series B [ ] [ ]
Series C [ ] [ ]
Series D [ ] [ ]
Series E [ ] [ ]
California Fund
Series A [ ] [ ]
Series B [ ] [ ]
New York Fund
Series A [ ] [ ]
Series B
* All dates are 2002.
DIVIDENDS AND DIVIDEND The table below shows the dividend rate for the
PERIODS initial dividend period of the APS offered in this
prospectus. For subsequent dividend periods, APS
shares will pay dividends based on a rate set at
auctions, normally held weekly. In most instances
dividends are also paid weekly, on the day

following the end of the dividend period. The rate
set at auction will not exceed the Maximum Rate.
See "The Auction - Auction Procedures."

The table below also shows the date from which
dividends on the APS will accumulate at the
initial rate, the dividend payment date of the
initial dividend period and the day on which
dividends will normally be paid. If dividends are
payable on a Monday or Tuesday and that day is not
a business day, then your dividends will be paid
on the first business day that falls after that
day. If dividends are payable on a Wednesday,
Thursday or Friday and that day is not a business
day, then your dividends will be paid on the first
business day prior to that day.
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TAXATION

*

8

Finally the table below shows the numbers of days
of the initial dividend period for the APS.
Subsequent dividend periods generally will Dbe
seven days. The dividends payment date for special
dividend periods of more than 28 days will be set
out in the notice designating a special dividend
period. See "Description of APS - Dividends and
Dividend Periods."

Date of
Initial Accumulation
Dividend of Initial
Rate Rate*

National Fund
Series
Series
Series
Series
Series E

California Fund
Series A [
Series B [

New York Fund
Series A [
Series B [

o Qw >
o0 00 o0 o o°

R
o° o

R
o° o

All dates are 2002.

Because under normal circumstances the Fund will
invest substantially all of its assets in
municipal Dbonds that pay interest exempt from
federal income tax, including alternative minimum
tax, and, in the cases of the California Fund and
the New York Fund, applicable state taxes, the
income you receive will ordinarily be similarly
exempt. To the extent that the California Fund or
the ©New York Fund invests 1in obligations of
issuers not located in those respective states,
your 1income from such Funds may be subject to
applicable state taxes. Taxable 1income or gain
earned by a Fund will be allocated proportionately
to holders of APS and Common Shares, Dbased on the
percentage of total dividends paid to each class
for that year. Accordingly, certain specified APS
dividends may be subject to regular federal income
tax on income or gains attributed to a Fund. Each
Fund intends to notify shareholders, Dbefore any
applicable auction for a dividend period of 28
days or less, of the amount of any taxable income
and gain for regular federal 1income tax purposes
only, to be paid for the period relating to that
auction. For longer periods, a Fund may notify

Dividend
Payment
Date for
Initial
Dividend
Period*

11

Suk
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REDEMPTION

LIQUIDATION

PREFERENCE

RATING. ...

VOTING RIGHTS..........

Information

Operating

Performance"

and

shareholders. 1In certain circumstances, a Fund
will make shareholders whole for taxes owing on
dividends paid to shareholders that 1include
taxable income and gains. See "Taxes."

Although each Fund will not ordinarily redeem APS,
it may be required to redeem APS if, for example,
the Fund does not meet an asset coverage ratio
required Dby law or in order to correct a failure
to meet a rating agency guideline in a timely

manner. See "Description of
APS--Redemption--Mandatory Redemption." A Fund
voluntarily may redeem APS in certain
circumstances. See "Description of

APS--Redemption--Optional Redemption."

The 1liquidation preference of the APS of each
series is $25,000 per share, plus an amount equal
to accumulated Dbut unpaid dividends (whether or
not earned or declared). See "Description of
APS--Liquidation Rights." In addition, holders of
APS may be entitled to receive Additional
Dividends in the event of the 1ligquidation of a
Fund, as provided herein. See "Description of
APS--Dividends and Dividend Periods—-- Additional
Dividends" and "Liquidation Rights."

Shares of each series of APS of each Fund will be
issued with a credit quality rating of Aaa from
Moody's and AAA from S&P. Because each Fund is
required to maintain at least one rating, it must
own portfolio securities of sufficient value with
adequate credit quality to meet the rating
agencies' guidelines. See "Description of APS--
Rating Agency Guidelines and Asset Coverage."

The 1940 Act requires that the holders of APS and
any other Preferred Shares of a Fund, voting as a
separate class, have the right to elect at least
two Trustees of that Fund at all times and to
elect a majority of the Trustees at any time when
two vyears' dividends on the APS or any other
Preferred Shares are wunpaid. The holders of APS
and any other Preferred Shares of a Fund will vote
as a separate class on certain other matters as

required under each Fund's Agreement and
Declaration of Trust ("Declaration of Trust") and
the 1940 Act. See '"Description of APS--Voting
Rights" and "Certain Provisions of the

Declarations of Trust."

10

FINANCIAL HIGHLIGHTS

contained in the tables Dbelow under the headings "Per Share

"Ratios/Supplemental Data" shows the unaudited

12
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operating performance of each Fund from the commencement of the Fund's

investment operations on August 30, 2002 until [ 1, 2002. Since each Fund
commenced operations on August 30, 2002, the tables covers approximately four
weeks of operations, during which a substantial ©portion of the Funds' assets
were 1invested in high-quality, short-term municipal debt securities.

Accordingly, the information presented may not provide a meaningful picture of
each Fund's operating performances.

NATIONAL FUND AUGUST 30-[ 1, 2002
(UNAUDITED)
PER SHARE OPERATING PERFORMANCE:
Net Asset Value, Beginning of Period $
Net Investment Income
Net Gains on Securities (Unrealized)
Total from Investment Operations
Offering Costs

OO OO b e e e

Net Asset Value, End of Period $
Per Share Market Value, End of Period $
Total Return on Net Asset Value ]
Total Investment Return on Market Value ]
RATIOS/SUPPLEMENTAL DATA:
Net Assets, End of Period (In Thousands) ST 1*
Ratio of Expenses to Average Net Assets
Before Reimbursement [ 1%*
Ratio of Expenses to Average Net Assets
After Reimbursement [ 1%*
Ratio of Net Investment Income to Average
Net Assets for Reimbursement [ 1%*
Portfolio Turnover Rate [ 1%
*Annualized
CALIFORNIA FUND AUGUST 30-[ 1, 2002
(UNAUDITED)

PER SHARE OPERATING PERFORMANCE:
Net Asset Value, Beginning of Period Sl
Net Investment Income [
Net Gains on Securities (Unrealized) [
Total from Investment Operations [
Offering Costs [
Net Asset Value, End of Period Sl
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Per Share Market Value, End of Period S
Total Return on Net Asset Value [
Total Investment Return on Market Value [

[ -

o° o

RATIOS/SUPPLEMENTAL DATA:

Net Assets, End of Period (In Thousands) S 1*
Ratio of Expenses to Average Net Assets

Before Reimbursement [ 1%*
Ratio of Expenses to Average Net Assets

After Reimbursement [ 1%*

Ratio of Net Investment Income to Average
Net Assets for Reimbursement [
Portfolio Turnover Rate [
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*Annualized

NEW YORK FUND AUGUST 30 - [ 1, 2002

PER SHARE OPERATING PERFORMANCE:
Net Asset Value, Beginning of Period Sl
Net Investment Income [

Net Gains on Securities (Unrealized) [
Total from Investment Operations [
Offering Costs [

Net Asset Value, End of Period [

Per Share Market Value, End of Period [
Total Return on Net Asset Value [
Total Investment Return on Market Value [

[P S S A S )

o° o

RATIOS/SUPPLEMENTAL DATA:
Net Assets, End of Period (In Thousands) S 1*
Ratio of Expenses to Average Net Assets

Before Reimbursement [ 1%*
Ratio of Expenses to Average Net Assets

After Reimbursement [ 1%*
Ratio of Net Investment Income to Average

Net Assets for Reimbursement [ ]
Portfolio Turnover Rate [ ]

*Annualized
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THE FUNDS

Each of Eaton Vance Insured Municipal Bond Fund (the "National Fund"),
Eaton Vance Insured California Municipal Bond Fund (the "California Fund") and
Eaton Vance Insured New York Municipal Bond Fund (the "New York Fund") (each a
"Fund" and together the "Funds") is a non-diversified, closed-end management
investment company. The National Fund was organized as a Massachusetts business
trust on July 2, 2002 and the California Fund and the New York Fund were each

organized as a Massachusetts business trust on July 8, 2002. Each Fund has
registered under the Investment Company Act of 1940, as amended (the "1940
Act"). Each Fund's principal office is The Eaton Vance Building, 255 State

Street, Boston, MA 02109, and its telephone number is 1-800-225-6265.

Each Fund commenced operations on August 30, 2002 upon the closing of an
initial public offering of shares of its common shares of beneficial interest,
$0.01 par value (the "Common Shares"). The proceeds of such offerings were
approximately as follows after the payment of organizational and offering
expenses: National Fund -— $[ ]; California Fund —-- $[ ]; and New York Fund --
$S[ 1. In connection with the initial public offering of each Fund's Common
Shares, the underwriters were granted an option to purchase, at a price of
$14.325 per Common Share, the following amounts of additional Common Shares to
cover over—-allotments: National Fund -- 8,565,000; California Fund -- 2,865,000;
and New York Fund -- 2,058,750. On September 17, 2002, the underwriters
partially exercised the over—-allotment with respect to each Fund and purchased
the following amounts of Common Shares: National Fund -- 6,000,000; California
Fund -- 2,000,000; and New York Fund -- 1,500,000. On [ ], 2002, the
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underwriters exercised the remainder of the over-allotment with respect to each
Fund (collectively with the September 17, 2002 partial exercise of the
over—allotment, the "Over-allotment Common Shares").

The Trustees of each Fund have determined that for cost savings and other
reasons that it is appropriate for the Funds to employ a combined Prospectus
with respect to the offering of the APS. However, each Fund offers only its own
shares of beneficial interest, including the APS. All statements made in this
Prospectus by a Fund are intended to apply only with respect to that Fund and
its APS offered hereby. Consequently, each Fund disclaims any responsibility for
any misstatement or omission in this Prospectus with respect to another Fund. In
approving the use of a combined Prospectus, the Trustees of each Fund considered
the possibility that a Fund might nevertheless become liable for a misstatement
or omission in the Prospectus regarding another Fund.

Certain of the capitalized terms used in this Prospectus are defined in
the Glossary that appears at the end of this Prospectus.

USE OF PROCEEDS

The net proceeds of this offering will be approximately as follows after
the payment of the sales load and expected offering costs (not expected to
exceed $100,000 per Fund): National Fund -- S$[ ]; California Fund —- $[ ]; and
New York Fund -- $[ ]. See "Underwriting."

Each Fund will invest the net proceeds of the offering in accordance with
its investment objective and policies stated below. It is presently anticipated
that each Fund will be able to invest substantially all of the net proceeds in
municipal obligations that meet those investment objectives and policies during
a period estimated not to exceed three months from the completion of the
offering of the APS depending on market conditions and the availability of
appropriate securities. Pending such investment, it is anticipated that the
proceeds will be invested in high quality short-term, tax-exempt securities.
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CAPITALIZATION

The following table sets forth the unaudited capitalization of each Fund
as of [ 1, 2002 as if the Over-allotment Common Shares of each Fund had been
issued on that date and as adjusted to give effect to the issuance of the APS
offered hereby.

ACTUAL

NATIONAL FUND
Shareholders' equity:
Preferred Shares, par value, $0.01 per share (no shares
issued; [ ], as adjusted, at $25,000 per share
liguidation preference) ... ..ttt ittt ieee e —=
Common Shares, par value, $0.01 per share ([ ]

shares issued and outstanding) ...........oiiiiineeeennn. S ]
Capital in excess of par value attributable to Common
1 o < [ ]

AS ADJUST

Sl ]

15
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Undistributed investment income--— net......................

[ ] [ ]
Accumulated realized gain (loss)—— Net......ouiiiienneennnnn [ ] [ ]
Unrealized appreciation on investments—— net............... [ ] [ ]
Nt ASSEE St vt ettt it et ettt e ettt e s et e ettt S ] Sl ]

ACTUAL AS ADJUSTE

CALIFORNIA FUND e e e e
Shareholders' equity:
Preferred Shares, par value, $0.01 per share (no shares
issued; [ ], as adjusted, at $25,000 per share ST ]
liguidation preference) ... ..ttt ittt -
Common Shares, par value, $0.01 per share ([ ]

shares issued and outstanding) ........uoeeeeienneennnnnns S ] [ ]
Capital in excess of par value attributable to Common

S oY o< [ ] [ ]
Undistributed investment income—— Net.........uouivueenenenn. [ ] [ ]
Accumulated realized gain (loss)—— Net......iuiiieenneennnnn [ ] [ ]
Unrealized appreciation on investments—— net............... [ ] [ ]
Nt ASSEE St v ittt ittt s e ettt ettt te et et s ettt S ] Sl ]

ACTUAL AS ADJUSTE

NEW YORK FUND e e
Shareholders' equity:
Preferred Shares, par value, $0.01 per share (no shares
issued; [ ], as adjusted, at $25,000 per share ST ]
liguidation preference) ... ..ttt ittt -
Common Shares, par value, $0.01 per share ([ ]

shares issued and outstanding) .........oeeeeieennennnnnns S ] [ ]
Capital in excess of par value attributable to Common

1S oY o< [ ] [ ]
Undistributed investment income—— Net.........uouivueenenenn. [ ] [ ]
Accumulated realized gain (loss)—— Net......uiiieenneennnnn [ ] [ ]
Unrealized appreciation on investments—— net............... [ ] [ ]
Nt ASSEE St vttt ittt et ettt ettt te et sttt S ] Sl ]
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PORTFOLIO COMPOSITION

As of [ ], 2002 the following tables indicate the approximate percentage
of each Fund's portfolio invested 1in 1long-term and short-term municipal
obligations. Also included in these tables is other information with respect to
the composition of each Fund's investment portfolio as of the same date.

NATIONAL FUND ([ 1% long-term; [ 1% short-term)
NUMBER OF VALUE
S&P* MOODY'S* FITCH* ISSUES (IN THOUSANDS) PERCENT
AAA Aaa...... AAA $
AA Aa...oeo. AA
BRBB Baal..... BRBB
NR+ NR+...... NR+
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VMIG1 At+. ...
Cash...oooovviinn. - e ===
Total.............. —= $ %
CALIFORNIA FUND ([ 1% long-term; [ 1% short-term)
NUMBER OF VALUE
S&P* MOODY'S* FITCH* ISSUES (IN THOUSANDS) PERCENT
AAA Ada...... AAA $
AA Aa....... AA
BBB Baal..... BBB
NR+ NR+...... NR+
VMIG1 At+. ...
Cash.............. - e ===
Total............. - S %
NEW YORK FUND ([ 1% long-term; [ 1% short-term)
NUMBER OF VALUE
S&P* MOODY'S* FITCH* ISSUES (IN THOUSANDS) PERCENT
AAA Aaa...... AAA $
AA Aa....... AA
BBB Baal..... BBB
NR+ NR+...... NR+
VMIG1 At
Cash - e ===
Total - $ %
* Ratings: Using the higher of S&P's, Moody's or Fitch's ratings on a Fund's
municipal obligations. S&P and Fitch rating categories may be modified

further Dby a plus (+) or minus (-) in AA, A, BBB, BB, B and C
or 3 in Aa, A,

Moody's rating categories may be modified further by a 1, 2,
Baa, Ba and B ratings.

+ Securities that are not rated by S&P, Moody's or Fitch.

ratings.

Such Municipal

Obligations may be rated by nationally recognized statistical rating
organizations other than S&P or Moody's, or may not be rated by any such
organization. With respect to the percentage of each Fund's assets invested

in such securities, Eaton Vance Management ("Eaton Vance" or the

"Adviser")

believes these are of comparable quality to municipal obligations rated
investment grade. This determination is based on the Adviser's own internal

evaluation and does not necessarily reflect how such securities

would be

rated by S&P, Moody's or Fitch if they were to rate the securities.
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INVESTMENT OBJECTIVES, POLICIES AND RISKS

INVESTMENT OBJECTIVES

FEach Fund's investment objective is to provide current income exempt from
federal income tax, including alternative minimum tax, and, in the cases of the
California Fund and the New York Fund, the particular state and local income

taxes set forth below ("state taxes"):

California Fund California State Personal Income Tax
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New York Fund New York State and New York City Personal Income Taxes

This income will be earned by investing primarily in high grade municipal
obligations (as defined Dbelow) that are insured as to the timely payment of
principal and interest. Securities will be purchased and sold in an effort to
maintain a competitive yield and to enhance return based upon the relative value
of the securities available in the marketplace. Investments are based on Eaton
Vance's research and ongoing credit analysis, the underlying materials for which
are generally not available to individual investors.

Eaton Vance seeks to find municipal obligations of high quality that have
been undervalued in the marketplace. Eaton Vance's team of research analysts,
traders and portfolio managers are devoted exclusively to analyzing municipal
securities. The team's goal is to find municipal bonds of high quality that have
been undervalued 1in the marketplace due to differing dynamics in individual
sectors of the municipal bond market, municipal bond supply, and the structure
of individual bonds, especially in regard to maturities, coupons, and call
dates. Eaton Vance's team of professionals monitors historical and current yield
spreads to find relative value in the marketplace. This research capability is
key to identifying trends that impact the vyield-spread relationship of all
bonds, including those in the insured sector.

PRIMARY INVESTMENT POLICIES

GENERAL COMPOSITION OF EACH FUND. During normal market conditions, at
least 80% of each Fund's net assets will be invested in municipal obligations,
the interest on which is exempt from federal income tax, including alternative
minimum tax, and, in the cases of the California Fund and the New York Fund,
applicable state taxes ("municipal obligations” or "municipal Dbonds") and that
are insured as to principal and interest payments. Such insurance will be from
insurers having a claims-paying ability rated Aaa by Moody's Investors Service,
Inc. ("Moody's") or AAA by Standard & Poor's Ratings Group ("S&P") or Fitch
Ratings ("Fitch"). This insurance does not protect the market value of such
obligations or the net asset value of a Fund. The value of an insured municipal
obligation will be affected by the credit standing of its insurer. Each Fund
primarily invests in high grade municipal obligations. At least 80% of each
Fund's net assets will normally be invested in municipal obligations rated in
the highest category at the time of investment (which is Aaa by Moody's or AAA
by S&P or Fitch or, if unrated, determined to be of comparable quality by the
Adviser). Up to 20% of each Fund's net assets may be invested 1in obligations
rated Dbelow RAaa or AAA (but not lower than BBB or Baa) and comparable unrated
obligations and/or municipal obligations that are uninsured. Accordingly, each
Fund does not intend to invest any of its assets in obligations rated below
investment grade or in comparable unrated obligations. From time to time, each
Fund may hold obligations that are unrated but judged to be of comparable

quality by the Adviser. Under normal market conditions, each Fund expects to be
fully invested (at least 95% of its net assets) in accordance with its

investment objective.

The foregoing credit quality policies apply only at the time a security is
purchased, and each Fund is not required to dispose of a security in the event
that a Rating Agency downgrades its assessment of the credit characteristics of
a particular issue or withdraws its assessment. In determining whether to retain
or sell such a security, Eaton Vance may consider such factors as Eaton Vance's
assessment of the credit quality of the issuer of such security, the price at
which such security could be sold and the rating, if any, assigned to such
security by other Rating Agencies.

Each Fund has adopted certain fundamental investment restrictions set
forth in its respective Statement of Additional Information, which may not be
changed without a Shareholder vote. Except for such restrictions and the 80%
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requirement pertaining to investment in municipal and insured municipal
obligations set forth above, the investment objective and policies of each Fund
may be changed Dby the Board of Trustees (the "Board") without Shareholder

action.

EACH FUND WILL NOT INVEST 1IN AN OBLIGATION IF THE INTEREST ON THAT
OBLIGATION IS SUBJECT TO THE FEDERAL ALTERNATIVE MINIMUM TAX.

MUNICIPAL OBLIGATIONS. Municipal obligations include bonds, notes and
commercial paper issued by a municipality for a wide variety of both public and
private purposes, the interest on which is, in the opinion of issuer's counsel
(or on the basis of other reliable authority), exempt from federal income tax.
The municipal obligations in which the California Fund and the New York Fund
will invest are generally issued by municipal issuers in those respective states
and pay interest that is, in the opinion of issuer's counsel (or on the basis of

other reliable authority), exempt from applicable state taxes, in addition to
federal income tax, including alternative minimum tax. Each Fund may also invest
in municipal obligations issued by United States territories (such as Puerto

Rico or Guam) the interest on which is exempt from federal income tax and, in
the cases of the California Fund and the New York Fund, applicable state taxes.

Public purpose municipal Dbonds include general obligation and revenue
bonds. General obligation bonds are backed by the taxing power of the issuing
municipality. Revenue bonds are backed by the revenues of a project or facility
or from the proceeds of a specific revenue source. Some revenue bonds are
pavable solely or partly from funds that are subject to annual appropriations by
a state's legislature. Municipal notes include bond anticipation, tax
anticipation and revenue anticipation notes. Bond, tax and revenue anticipation
notes are short-term obligations that will be retired with the proceeds of an
anticipated bond issue, tax revenue or facility revenue, respectively.

Some of the securities in which each Fund invests may include so-called
"zero-coupon" bonds, whose values are subject to greater fluctuation in response
to changes in market interest rates than bonds that pay interest currently.
Zero—coupon bonds are issued at a significant discount from face value and pay
interest only at maturity rather than at intervals during the life of the
security. A Fund is required to take into account income from zero-coupon bonds
on a current Dbasis, even though it does not receive that income currently in
cash, and such Fund is required to distribute substantially all of its income
for each taxable year. Thus, a Fund may have to sell other investments to obtain
cash needed to make income distributions.

MUNICIPAL OBLIGATION INSURANCE GENERALLY. Insured municipal obligations
held by each Fund will be insured as to their scheduled payment of principal and
interest under (i) an insurance policy obtained by the issuer or underwriter of
the Fund municipal obligation at the time of its original issuance ("Original
Issue Insurance"), (ii) an insurance policy obtained by the Fund or a third
party subsequent to the Fund municipal obligation's original issuance
("Secondary Market Insurance") or (iii) another municipal insurance policy
purchased by the Fund ("Portfolio Insurance"). This insurance does not protect
the market value of such obligations or the net asset value of a Fund. Each Fund
expects initially to emphasize investments in municipal bonds insured under
bond--specific insurance policies (I.E., Original Issue or Secondary Market
Insurance) . Each Fund may obtain Portfolio Insurance from the insurers described
in Appendix D to the Statement of Additional Information. Each Fund, as a
non-fundamental policy that can be changed by the Fund's Board, will only obtain
policies of Portfolio Insurance issued by insurers whose claims-paying ability
is rated "Aaa" by Moody's or "AAA" by S&P or Fitch. There is no limit on the
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percentage of each Fund's assets that may be invested in municipal bonds insured
by any one insurer.

Municipal Dbonds covered by Original Issue Insurance or Secondary Market
Insurance are themselves typically assigned a rating of "Aaa" or "AAA", as the
case may be, by virtue of the rating of the "Aaa" or "AAA" claims-paying ability
of the insurer and would generally be assigned a lower rating if the ratings
were based primarily wupon the credit characteristics of the issuer without
regard to the insurance feature. By way of contrast, the ratings, 1if any,
assigned to municipal Dbonds insured under Portfolio Insurance will be based
primarily upon the credit characteristics of the issuer, without regard to the
insurance feature, and generally will carry a rating that is below "Aaa" or
"AAA." While in the portfolio of a Fund, however, a municipal Dbond backed by
Portfolio Insurance will effectively Dbe of the same credit quality as a
municipal bond issued by an issuer of comparable credit characteristics that is
backed by Original Issue Insurance or Secondary Market Insurance.

17

Each Fund's policy of investing in municipal Dbonds insured by insurers
whose claims-paying ability is rated "Aaa" or "AAA" applies only at the time of
purchase of a security, and the Fund will not be required to dispose of the
securities in the event Moody's, S&P or Fitch, as the case may be, downgrades
its assessment of the claims-paying ability of a particular insurer or the
credit characteristics of a particular issuer or withdraws its assessment. In
this connection, it should be noted that in the event Moody's, S&P or Fitch (or
all of them) should downgrade its assessment of the claims-paying ability of a
particular insurer, it (or they) could also be expected to downgrade the ratings
assigned to municipal bonds insured by such insurer, and municipal bonds insured
under Portfolio Insurance issued by such insurer also would be of reduced
quality in the portfolio of the Fund. Moody's, S&P and Fitch continually assess
the claims-paying ability of insurers and the credit characteristics of issuers,
and there can be no assurance that they will not downgrade or withdraw their
assessments subsequent to the time the Fund purchases securities.

The value of municipal bonds covered by Portfolio Insurance that are in
default or in significant risk of default will be determined by separately
establishing a value for the municipal Dbond and a value for the Portfolio
Insurance.

ORIGINAL ISSUE INSURANCE. Original Issue Insurance 1is purchased with
respect to a particular issue of municipal bonds by the issuer thereof or a
third party in conjunction with the original issuance of such municipal bonds.
Under this insurance, the insurer unconditionally guarantees to the holder of
the municipal Dbond the timely payment of principal and interest on such
obligations when and as these payments become due but not paid by the issuer,
except that in the event of the acceleration of the due date of the principal by
reason of mandatory or optional redemption (other than acceleration by reason of

a mandatory sinking fund payment), default or otherwise, the payments guaranteed
may be made in the amounts and at the times as payment of principal would have
been due had there not been any acceleration. The insurer is responsible for

these payments less any amounts received by the holder from any trustee for the
municipal bond issuer or from any other source. Original Issue Insurance does
not guarantee payment on an accelerated Dbasis, the payment of any redemption
premium (except with respect to certain premium payments in the case of certain
small issue industrial development and pollution control municipal bonds), the
value of a Fund's shares, the market value of municipal bonds, or payments of
any tender purchase price upon the tender of the municipal bonds. Original Issue
Insurance also does not insure against nonpayment of principal or interest on
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municipal bonds resulting from the insolvency, negligence or any other act or
omission of the trustee or other paying agent for these bonds.

Original Issue Insurance remains in effect as long as the municipal bonds
it covers remain outstanding and the insurer remains in business, regardless of
whether a Fund ultimately disposes of these municipal bonds. Consequently,
Original 1Issue Insurance may be considered to represent an element of market
value with respect to the municipal bonds so insured, but the exact effect, if
any, of this insurance on the market value cannot be estimated.

SECONDARY MARKET INSURANCE. Subsequent to the time of original issuance of
a municipal bond, each Fund or a third party may, upon the payment of a single
premium, purchase insurance on that security. Secondary Market Insurance
generally provides the same type of coverage as Original Issue Insurance and, as

with Original Issue Insurance, Secondary Market Insurance remains in effect as
long as the municipal bonds it covers remain outstanding and the insurer remains
in business, regardless of whether the Fund ultimately disposes of these

municipal bonds.

One of the purposes of acquiring Secondary Market Insurance with respect
to a particular municipal bond would be to enable a Fund to enhance the value of
the security. A Fund, for example, might seek to purchase a particular municipal
bond and obtain Secondary Market Insurance for it if, in the Adviser's opinion,
the market value of the security, as insured, less the cost of the Secondary
Market 1Insurance, would exceed the current wvalue of the security without
insurance. Similarly, if a Fund owns but wishes to sell a municipal bond that is
then covered by Portfolio Insurance, the Fund might seek to obtain Secondary
Market Insurance for it if, in the Adviser's opinion, the net proceeds of the
Fund's sale of the security, as insured, less the cost of the Secondary Market
Insurance, would exceed the current value of the security. 1In determining
whether to insure municipal bonds the Fund owns, an insurer will apply its own
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standards, which correspond generally to the standards the insurer has
established for determining the insurability of new issues of municipal Dbonds.
See "Original Issue Insurance" above.

PORTFOLIO INSURANCE. Portfolio Insurance guarantees the payment of
principal and interest on specified eligible municipal bonds purchased by a Fund
and presently held by the Fund. Except as described below, Portfolio Insurance
generally provides the same type of coverage as is provided by Original Issue
Insurance or Secondary Market Insurance. Municipal bonds insured wunder a
Portfolio Insurance policy would generally not be insured under any other
policy. A municipal Dbond is eligible for coverage under a policy if it meets
certain requirements of the insurer. Portfolio Insurance is intended to reduce
financial risk, but the cost thereof and compliance with investment restrictions
imposed wunder the policy will reduce the yield to holders of Common Shares of a
Fund.

If a municipal obligation is already covered by Original Issue Insurance
or Secondary Market Insurance, then the security 1s not required to be
additionally insured under any Portfolio Insurance that a Fund may purchase. All
premiums respecting municipal Dbonds covered by Original Issue Insurance or
Secondary Market Insurance are paid in advance by the issuer or other party
obtaining the insurance.

Portfolio Insurance policies are effective only as to municipal bonds
owned by and held by a Fund, and do not cover municipal bonds for which the
contract for purchase fails. A "when-issued" municipal obligation will be
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covered under a Portfolio Insurance policy upon the settlement date of the issue
of such "when-issued" municipal bond.

In determining whether to insure municipal bonds held by each Fund, an
insurer will apply its own standards, which correspond generally to the
standards it has established for determining the insurability of new issues of
municipal bonds. See "Original Issue Insurance" above.

Each Portfolio 1Insurance policy will be noncancellable and will remain in
effect so long as a Fund is in existence, the municipal bonds covered by the
policy continue to be held by the Fund, and the Fund pays the premiums for the
policy. Each insurer will generally reserve the right at any time upon 90 days'
written notice to a Fund to refuse to insure any additional Dbonds purchased by
the Fund after the effective date of such notice. Each Fund's Board generally
will reserve the right to terminate each policy upon seven days' written notice
to an insurer if it determines that the cost of such policy is not reasonable in
relation to the value of the insurance to the Fund.

Each Portfolio Insurance policy will terminate as to any municipal bond
that has been redeemed from or sold by a Fund on the date of redemption or the
settlement date of sale, and an insurer will not have any liability thereafter
under a policy for any municipal bond, except that if the redemption date or
settlement date occurs after a record date and before the related payment date
for any municipal bond, the policy will terminate for that municipal bond on the
business day immediately following the payment date. Each policy will terminate
as to all municipal bonds covered thereby on the date on which the last of the
covered municipal bonds mature, are redeemed or are sold by the Fund.

One or more Portfolio Insurance policies may provide a Fund, pursuant to
an irrevocable commitment of the insurer, with the option to exercise the right
to obtain permanent insurance ("Permanent Insurance") for a municipal bond that
is sold by the Fund. A Fund would exercise the right to obtain Permanent
Insurance upon payment of a single, predetermined insurance premium payable from
the sale proceeds of the municipal bond. Each Fund expects to exercise the right
to obtain Permanent Insurance for a municipal bond only if, in the Adviser's
opinion, upon the exercise the net proceeds from the sale of the municipal bond,
as insured, would exceed the proceeds from the sale of the security without
insurance.

The Portfolio Insurance premium for each municipal Dbond is determined
based upon the insurability of each security as of the date of purchase and will
not be increased or decreased for any change in the security's creditworthiness
unless the security is in default as to payment of principal or interest, or
both. If such event occurs, the Permanent Insurance premium will be subject to
an increase predetermined at the date of the Fund's purchase.
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Because each Portfolio Insurance policy will terminate for municipal bonds
sold by a Fund on the date of sale, in which event the insurer will be liable
only for those payments of principal and interest that are then due and owing
(unless Permanent Insurance is obtained by the Fund), the provision for this
insurance will not enhance the marketability of the Fund's obligations, whether
or not the obligations are in default or in significant risk of default. On the
other hand, because Original Issue Insurance and Secondary Market Insurance
generally will remain in effect as long as the municipal bonds they cover are
outstanding, these insurance policies may enhance the marketability of these
bonds even when they are in default or in significant risk of default, but the
exact effect, if any, on marketability, cannot be estimated. Accordingly, each
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Fund may determine to retain or, alternatively, to sell municipal bonds covered
by Original Issue Insurance or Secondary Market Insurance that are in default or
in significant risk of default.

Premiums for a Portfolio Insurance policy are paid monthly, and are
adjusted for purchases and sales of municipal bonds covered by the policy during
the month. The vyield on a Fund is reduced to the extent of the insurance
premiums it pays. Depending upon the characteristics of the municipal bonds held
by a Fund, the annual premium rate for policies of Portfolio Insurance 1is
estimated to range from 12 to 18 basis points of the wvalue of the municipal
bonds covered under the policy.

Although the insurance feature reduces certain financial risks, the
premiums for insurance and the higher market price paid for insured obligations
may reduce a Fund's current yield. Insurance generally will be obtained from
insurers with a claims-paying ability rated Aaa by Moody's or AAA by S&P or
Fitch. The insurance does not guarantee the market wvalue of the insured
obligation or the net asset value of the Fund's Common Shares.

OTHER TYPES OF CREDIT SUPPORT. Each Fund may also invest in uninsured
municipal obligations that are secured by an escrow or trust account that
contains securities issued or guaranteed by the U.S. Government, its agencies or
instrumentalities, that are Dbacked by the full faith and credit of the United

States, and sufficient, 1in combination with available trustee-held funds, in
amount to ensure the payment of interest on and principal of the secured
obligation ("collateralized obligations"). These collateralized obligations

generally will not be insured and will include, Dbut are not limited to,
municipal bonds that have been advance refunded where the proceeds of the
refunding have Dbeen used to buy U.S. Government or U.S. Government agency
securities that are placed in escrow and whose 1interest or maturing principal
payments, or both, are sufficient to cover the remaining scheduled debt service
on that municipal Dbond. Collateralized obligations generally are regarded as
having the credit characteristics of the wunderlying U.S. Government, U.S.
Government agency or instrumentality securities. These obligations will not be
subject to Issue Insurance, Secondary Market Insurance or Portfolio Insurance.
Accordingly, despite the existence of these credit support characteristics,
these obligations will not be considered to be insured obligations for purposes
of the Fund's policy of 1investing at least 80% of its net assets in insured
obligations. The credit quality of companies that provide such credit
enhancements will affect the value of those securities.

ADDITIONAL INVESTMENT PRACTICES

WHEN-ISSUED SECURITIES. Each Fund may purchase securities on a
"when-issued" Dbasis, which means that payment and delivery occur on a future
settlement date. The price and yield of such securities are generally fixed on
the date of commitment to purchase. However, the market value of the securities
may fluctuate prior to delivery and upon delivery the securities may be worth
more or less than what a Fund agreed to pay for them. A Fund may be required to
maintain a segregated account of liquid assets equal to outstanding purchase
commitments. Each Fund may also purchase instruments that give the Fund the
option to purchase a municipal obligation when and if issued.

FUTURES TRANSACTIONS. Each Fund may purchase and sell various kinds of
financial futures contracts and options thereon to seek to hedge against changes

in interest rates or for other risk management purposes. Futures contracts may
be Dbased on various debt securities and securities indices (such as the
Municipal Bond Index traded on the Chicago Board of Trade). Such transactions
involve a risk of loss or depreciation due to unanticipated adverse changes in
securities prices, which may exceed a Fund's initial investment in these
contracts. FEach Fund will only purchase or sell futures contracts or related

options in compliance with the rules of the Commodity Futures Trading
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Commission. These transactions involve transaction costs. There can be no
assurance that Eaton Vance's use of futures will be advantageous to a Fund.
Distributions by a Fund of any gains realized on the Fund's transactions in
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futures and options on futures will be taxable. Rating Agency guidelines on the
APS to be issued by the Fund limit use of these transactions.
INTEREST RATE SWAPS AND FORWARD RATE CONTRACTS. Interest rate swaps

involve the exchange by a Fund with another party of their respective
commitments to pay or receive interest, E.G., an exchange of fixed rate payments

for floating rate payments. Each Fund will only enter into interest rate swaps
on a net Dbasis, I.E., the two payment streams are netted out with the Fund
receiving or paying, as the case may be, only the net amount of the two
payments. Each Fund may also enter forward rate contracts. Under these
contracts, the buyer locks in an interest rate at a future settlement date. If
the interest rate on the settlement date exceeds the lock rate, the buyer pays
the seller the difference Dbetween the two rates. If the lock rate exceeds the

interest rate on the settlement date, the seller pays the buyer the difference
between the two rates. Any such gain received by a Fund would be taxable.

If the other party to an interest rate swap or forward rate contract
defaults, a Fund's risk of loss consists of the net amount of payments that the
Fund is contractually entitled to receive. The net amount of the excess, if any,
of each Fund's obligations over its entitlements will be maintained in a
segregated account by the Fund's custodian. Each Fund will not enter into any
interest rate swap or forward rate contract unless the claims-paying ability of
the other party thereto is considered to be investment grade by the Adviser. If
there is a default by the other party to such a transaction, a Fund will have
contractual remedies pursuant to the agreements related to the transaction.
These instruments are traded in the over-the-counter market.

INVESTMENT COMPANY SECURITIES. Each Fund may purchase common shares of
closed-end 1investment companies that have a similar investment objective and
policies to the Fund. In addition to providing tax-exempt income, such
securities may provide capital appreciation. Such investments, which may also be
leveraged and subject to the same risks as the Fund, will not exceed 10% of
total assets, and no such company will be affiliated with Eaton Vance. These
companies bear fees and expenses that a Fund will incur indirectly.

MUNICIPAL LEASES. Each Fund may 1invest in municipal leases and
participations therein. Municipal leases are obligations in the form of a lease
or installment purchase arrangement which is issued Dby the state or local
government to acquire equipment and facilities.

RISK CONSIDERATIONS

Risk is inherent in all investing. Investing in any investment company
security involves risk, including the risk that you may receive 1little or no
return on your 1investment or even that vyou may lose part or all of your
investment. Therefore, before investing vyou should consider carefully the
following risks that you assume when you invest in APS.

INTEREST RATE RISK. Each Fund issues APS, which pay dividends based on
short-term interest rates, and uses the proceeds to buy municipal obligations,
which pay interest based on longer-term yields. Longer-term municipal obligation
yields are typically, although not always, higher than short-term interest
rates. Both long-term and short-term interest rates may fluctuate. If short-term
interest rates rise, APS rates may rise such that the amount of dividends paid
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to APS holders exceeds the income from the portfolio securities purchased with
the proceeds from the sale of APS. Because income from each Fund's entire
investment portfolio (not just the portion purchased with the proceeds of the
APS offering) is available to pay APS dividends, however, APS dividend rates
would need to greatly exceed the Fund's net portfolio income before the Fund's
ability to pay APS dividends would be jeopardized. If long-term rates rise, the
value of each Fund's investment portfolio will decline, reducing the amount of
assets serving as asset coverage for the APS.

AUCTION RISK. Holders of APS may not be able to sell APS at an Auction if

the auction fails; that is, if there are more APS offered for sale than there
are buyers for those APS. Also, 1f a hold order is placed at an auction (an
order to retain APS) only at a specified rate, and that bid rate exceeds the

rate set at the Auction, the APS will not be retained. Finally, if you elect to
buy or retain APS without specifying a rate below which you would not wish to
continue to hold those APS, and the auction sets a below market rate, you may
receive a lower rate of return on your APS then the Market rate. See
"Description of APS" and "The Auction - Auction Procedures."
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SECONDARY MARKET RISK. It may not be possible to sell APS between auctions
or it may only be ©possible to sell them for a price of less than $25,000 per
share plus any accumulated dividends. If a Fund has designated a Special
Dividend Period (a dividend period of more than 7 days), changes in interest
rates could affect the price of APS sold in the secondary market. Broker-dealers
may maintain a secondary trading market in the APS outside of Auctions; however,
they have no obligation to do so and there can be no assurance that a secondary
market for the APS will develop or, if it does develop, that it will provide
holders with a liquid trading market (i.e., trading will depend on the presence
of willing buyers and sellers and the trading price is subject to variables to
be determined at the time of the trade by the broker-dealers). The APS will not
be registered on any stock exchange or on any automated quotation system. An
increase in the level of interest rates, particularly during any Long Term
Dividend Period, 1likely will have an adverse effect on the secondary market
price of the APS, and a selling shareholder may sell APS between Auctions at a
price per share of less than $25,000.

RATINGS AND ASSET COVERAGE RISK. While Moody's and S&P assign a rating of
"Aaa" and "AAA," respectively, to the APS, the ratings do not eliminate or
necessarily mitigate the risks of investing in APS. A rating agency could
downgrade APS, which may make APS less liquid at an Auction or in the secondary
market, although the downgrade would probably result in higher dividend rates.
If a rating agency downgrades APS of a Fund, the Fund will alter its portfolio
or redeem APS. Each Fund may voluntarily redeem APS under certain circumstances.
See "Description of APS - Rating Agency Guidelines and Asset Coverage" for a
description of the asset tests each Fund must meet.

LIMITED OPERATING HISTORY. Each Fund is a closed-end investment company
with a limited history of operations and is designed for long-term investors and
not as a trading vehicle.

INTEREST RATE AND MARKET RISK. The prices of municipal obligations tend to
fall as interest rates rise. Securities that have longer maturities tend to
fluctuate more in price in response to changes in market interest rates. A
decline in the prices of the municipal obligations owned by a Fund would cause a
decline in the net asset value of the Fund, which could adversely affect the
trading price of the Fund's Common Shares. This risk is usually greater among
municipal obligations with longer maturities or durations. Although each Fund
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has no policy governing the maturities or durations of its investments, each
Fund expects that it will invest in a portfolio of longer-term securities. This
means that each Fund will be subject to greater market risk (other things being
equal) than a fund investing solely in shorter-term securities. Market risk is
often greater among certain types of income securities, such as zero-coupon
bonds, which do not make regular interest payments. As interest rates change,
these bonds often fluctuate in price more than coupon bonds that make regular
interest payments. Because each Fund may invest 1in these types of income
securities, 1t may be subject to greater market risk than a fund that invests
only in current interest paying securities.

INCOME RISK. The income investors receive from a Fund is based primarily
on the interest it earns from its investments, which can vary widely over the
short- and long-term. If long-term interest rates drop, a Fund's income
available over time to make dividend payments with respect to APS could drop as
well if the Fund purchases securities with lower interest coupons.

CALL AND OTHER REINVESTMENT RISKS. If interest rates fall, it is possible
that issuers of <callable Dbonds with high interest coupons will "call" (or
prepay) their bonds before their maturity date. If a call were exercised by the
issuer during a period of declining interest rates, a Fund is likely to replace
such called security with a lower yielding security. If that were to happen, it
could decrease the Fund's dividends and possibly could affect the market price
of Common Shares. Similar risks exist when a Fund invests the proceeds from
matured or traded municipal obligations at market interest rates that are below
the Fund's current earnings rate.

CREDIT RISK. Credit 1risk is the «risk that one or more municipal
obligations in a Fund's portfolio will decline in price, or fail to pay interest
or principal when due, Dbecause the issuer of the obligation experiences a
decline in its financial status. In general, lower rated municipal bonds carry a
greater degree of risk that the issuer will lose its ability to make interest
and principal payments, which could have a negative impact on a Fund's net asset

value or dividends. Securities rated in the fourth highest category are
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considered investment grade but they also may have some speculative

characteristics.

Changes in the credit quality of the issuers of municipal obligations held
by a Fund will affect the principal value of (and possibly the income earned on)

such obligations. In addition, the value of such securities are affected by
changes in general economic conditions and business conditions affecting the
relevant economic sectors. Changes by Rating Agencies in their ratings of a
security and in the ability of the issuer to make payments of principal and
interest may also affect the wvalue of a Fund's investments. The amount of

information about the financial condition of an issuer of municipal obligations
may not be as extensive as that made available by corporations whose securities
are publicly traded.

If rating agencies lower their ratings of municipal obligations 1in a
Fund's portfolio, the value of those municipal obligations could decline, which

could Jjeopardize the rating agencies' ratings of the APS. Because the primary
source of income for each Fund is the interest and principal payments on the
municipal obligations 1in which it invests, any default by an issuer of a

municipal obligation could have a negative impact on a Fund's ability to pay
dividends on the APS and could result in the redemption of some or all of the
APS.
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Each Fund may invest in municipal leases and participations in municipal
leases. The obligation of the issuer to meet its obligations under such leases
is often subject to the appropriation by the appropriate legislative body, on an
annual or other basis, of funds for the payment of the obligations. Investments
in municipal leases are thus subject to the risk that the legislative body will
not make the necessary appropriation and the issuer will not otherwise be
willing or able to meet its obligation.

CALIFORNIA CONCENTRATION. As described above, the California Fund will
invest substantially all of its net assets in municipal obligations that are
exempt from California personal income tax. The Fund is therefore susceptible to
political, economic or regulatory factors affecting issuers of California
municipal obligations. The information set forth below and the related
information 1in the Statement of Additional Information is derived from sources
that are generally available to investors. The information is intended to give a
recent historical description and is not intended to indicate future or
continuing trends in the financial or other positions of California. It should
be noted that the creditworthiness of obligations issued by local California
issuers may be unrelated to the creditworthiness of obligations issued by the
State, and that there is no obligation on the part of the State to make payment
on such local obligations in the event of default.

California's economy 1s the largest among the 50 states and one of the
largest in the world. The State has a diversified economy with major sectors in

manufacturing, agriculture, services, tourism, international trade and
construction. The State has a population of about 35 million, which has been
growing at a 1-2% annual rate for several decades. Gross domestic product of

goods and services 1in the State exceeds $1 trillion. Personal income was
estimated at $1,095 billion in 2000. Total employment is over 16 million.

Since 1994, the California economy had been growing steadily, outpacing
the rest of the nation, with particular strength in high technology
manufacturing, software, exports, services, entertainment and construction. By
late 2000, unemployment had fallen to its lowest level in three decades. After a
strong fourth quarter of 2000, the economy entered a mild recession in 2001, in
concert with the slowdown of the national economy and a cyclical downturn in the
high technology section. The aftermath of the September 11, 2001 terrorist
attacks has hurt tourism-based areas.

The State received significant tax revenues in recent years, derived from
the strong economy and stock market through 2000. Capital gains and stock
options income represented almost a quarter of General Fund revenue in the
2000-2001 fiscal year. The slowing economy and depressed stock market in 2001
will result in significantly reduced revenues in fiscal year 2001-2002, compared
both to the prior year and to earlier forecasts. Since January 2002, the revenue
situation has deteriorated further. The May Revision to the 2002 Governor's
Budget projects a combined Dbudget gap for 2001-2002 and 2002-2003 of $23.6
billion. A large part of the State's annual budget is mandated by constitutional

guarantees (such as for education funding and debt service) and caseload

requirements for health and welfare programs. State General Obligation bonds

are, as of March 1, 2002, rated "Al" by Moody's, "A+" by S&P, and "AA" by Fitch
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with some agencies maintaining a negative outlook.

Many local government agencies, particularly counties, continue to face
budget constraints due to limited taxing powers and mandated expenditures for
health, welfare and public safety, among other factors. The State and local
governments are limited in their ability to levy and raise property taxes and
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other forms of taxes, fees or assessments, and in their ability to appropriate
their tax revenues, by a series of constitutional amendments, enacted by voter
initiative since 1978. 1Individual 1local governments may also have local

initiatives which affect their fiscal flexibility.

The foregoing information constitutes only a brief summary of some of the
general factors that may impact certain issuers of municipal obligations and
does not purport to be a complete or exhaustive description of all adverse
conditions to which issuers of municipal obligations held by the Fund are

subject. Additionally, many factors including national economic, social and
environment policies and conditions, which are not within the control of the
issuers of municipal obligations, could affect or could have an adverse impact

on the financial condition of the issuers. The Fund is unable to predict whether
or to what extent such factors or other factors may affect the issuers of the
municipal obligations, the market wvalue or marketability of municipal
obligations or the ability of the respective issuers of the municipal
obligations acquired by the Fund to pay interest on or principal of the
municipal obligations. This information has not been independently verified. See
the California Fund's Statement of Additional Information for a further
discussion of factors affecting municipal bonds in California.

NEW YORK CONCENTRATION. As described above, the New York Fund will invest
substantially all of its net assets in municipal obligations that are exempt

from New York State ("State") and New York City ("City") personal income taxes.
The Fund is therefore susceptible to political, economic or regulatory factors
affecting issuers of State and City municipal obligations. The information set

forth below and the related information in the Statement of Additional
Information 1is derived from sources that are generally available to investors.
The information is intended to give a recent historical description and is not
intended to indicate future or continuing trends in the financial or other
positions of the State and the City. It should be noted that the
creditworthiness of obligations issued by local New York issuers may be
unrelated to the creditworthiness of obligations issued by the State and the
City, and that there is no obligation on the part of the State to make payment
on such local obligations in the event of default.

The events of September 11, 2001 had a significant impact upon the State
economy generally and more directly on that of the City. The City and State
expect, based on actions of the U.S. Congress and the President, that they will
be fully reimbursed for the cost to recover from clean up and repair the
consequences of the World Trade Center attack. However, prior to September 11,
the nation's and the State's economies had been weakening and the loss of
approximately one hundred thousand Jobs in the City as a direct result of
September 11 will produce material budgetary pressures including increases to
later year budget gaps for the City and reductions to State surpluses. The State
has not quantified the impact of expected reductions in receipts and increased

expenditures for unemployment and economic revitalization resulting from
September 11. The City's Financial Plan for Fiscal Years 2002-2006 released by
the Mayor of the City on June 26, 2002 (the "City Financial Plan"), projects

revenues and expenditures for the 2002 and 2003 fiscal vyears, Dbalanced in
accordance with GAAP, and projects gaps of $3.7 billion, $4.2 billion, and $4.6
billion for fiscal years 2004 through 2006, respectively.

The State has historically been one of the wealthiest states in the
nation. For decades, however, the State's economy grew more slowly than that of
the nation as a whole, gradually eroding the State's relative economic
affluence, as urban centers lost the more affluent to suburbs and people and
business migrated to the South and West. However, since 1999, prior to the
impact of September 11, the growth of the State's economy has equaled or
exceeded national trends. The State has for many years had a very high state and
local tax burden relative to other states. The Dburden of state and local
taxation, in combination with the many other causes of regional economic
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dislocation, has contributed to the decisions of some businesses and individuals
to relocate outside, or to not locate within, the State and remains an
impediment to growth and job creation. The State's and the City's economies
remain more reliant on the securities industry than is the national economy. As
a result, the downturn in that industry prior to September 11 resulted in
adverse changes in wage and employment levels.
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The State ended its 2001-2002 fiscal year on March 31, 2002 in balance on
a cash basis, with a reported closing Dbalance in the General Fund of $1.03
billion. The State adopted the debt service portion of the State budget for the
2002-2003 fiscal vyear on March 26, 2002. The State Legislature adopted the
remainder of the budget for the State's 2002-2003 fiscal year on May 16, 2002,
and the State released a revised State Financial Plan on May 22, 2002 and its
first quarterly Financial Plan update on July 12, 2002. There were no changes to
the State Financial Plan projections in the update. The revised State Financial
Plan projects Dbalance on a cash basis for the 2002-2003 fiscal year. General
Fund disbursements, including transfers to other funds are projected to total
$40.22 billion for 2002-2003. The projected General Fund closing balance is $716
million. The State Financial Plan accompanying the Governor's 2002-2003 amended
Executive Budget projected General Fund budget gaps of $2.8 Dbillion in the
2003-2004 fiscal year and $3.3 billion in the 2004-2005 fiscal year. The State
has noted that there are significant risk factors that could result in a
reduction in economic activity statewide such a greater Jjob losses, weaker
financial markets and smaller bonus payments by Wall Street firms.

New York City's expense and capital budgets were adopted on June 21, 2002.
The City has outlined a gap-closing program for fiscal years 2004 through 2006
to eliminate the $3.7 billion, $4.2 billion and $4.6 billion projected budget
gaps for the 2004 through 2006 fiscal years, respectively. This program, which
is not specified in detail, assumes for the 2004 through 2006 fiscal vyears,
respectively, additional agency programs to reduce expenditures or increase
revenues by $2.4 billion and $2.5 Dbillion; initiatives requiring State and
Federal action of $625 million in each year; increased State education aid of
$425 million in each fiscal vyear; savings from transportation policy
innovations, including congestion pricing and E-Z Pass initiatives of $100
million, $500 million and $800 million in fiscal vyears 2004 through 2006
respectively; savings from management and procurement efficiencies of $50
million, $75 million and $100 million in fiscal vyears 2004 through 2006,
respectively; savings from restructuring sanitation resources of $50 million,
$75 million and $100 million in fiscal years 2004 through 2006 respectively;
savings from tort reform through local law of $25 million, $50 million, and $75
million in fiscal years 2004 through 2006 respectively; and increased revenues
of $60 million in each year from the sale of Taxi Medallions.

The City depends on aid from the State and federal governments to both

enable the City to balance its Dbudget and to meet its cash requirements. The
City Financial Plan provides for an additional $800 million in State and federal
aid in fiscal year 2003 alone. If State or federal aid for fiscal year 2003 or

thereafter is less than the level projected in the Mayor's proposal, projected
savings may be negatively impacted and the Mayor may be required to proposes
significant additional spending reductions or tax increases to balance the
City's budget. If the State, the State agencies, the City, other municipalities
or school districts were to suffer serious financial difficulties Jjeopardizing
their respective access to the public credit markets, or increasing the risk of
default, the market price of municipal bonds issued by such entities could be
adversely affected.
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As of May 23, 2002, Moody's rated the City's outstanding general
obligation bonds A2, Standard and Poor's rated such bonds A and Fitch rated such
bonds A+. Such ratings reflect only the view of Moody's, Standard and Poor's and
Fitch, from which an explanation of the significance of such ratings may be
obtained. There is no assurance that such ratings will continue for any given
periods of time or that they will not be revised downward or withdrawn entirely.
Any such downward revision or withdrawal could have an adverse effect on the
market prices of City bonds and could increase the City's borrowing costs. See
"Factors Pertaining to New York" in the Statement of Additional Information for
more information about New York.

The foregoing information constitutes only a brief summary of some of the
general factors which may impact certain issuers of municipal obligations and
does not purport to be a complete or exhaustive description of all adverse
conditions to which issuers of New York municipal obligations held by the Fund
are subject. Additionally, many factors including national economic, social and

environmental policies and conditions, which are not with the control of the
issuers of New York municipal obligations, could affect or could have an adverse
impact on the financial condition of the issuers. The Fund is unable to predict

whether or to what extent such factors or other factors may affect the issuers
of New York municipal obligations, the market value or marketability of New York
municipal obligations or the ability of the respective issuers of the New York
municipal obligations acquired by the Fund to pay interest on or principal of
the municipal obligations. This information has not been independently verified.
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See the New York Fund's Statement of Additional Information for a further
discussion of factors affecting municipal obligations in New York.

SECTOR AND TERRITORY CONCENTRATION. Each Fund may invest 25% or more of
its total assets in municipal obligations of issuers located in the same U.S.
territory or in municipal obligations in the same economic sector, including,
without limitation, the following: lease rental obligations of state and local
authorities; obligations dependent on annual appropriations Dby a territory's
legislature for payment; obligations of state and local housing finance
authorities, municipal wutilities systems or public housing authorities;
obligations of hospitals as well as obligations of the education and
transportation sectors. This may make a Fund more susceptible to adverse
economic, political, or regulatory occurrences affecting a particular state or
economic sector. For example, health care related issuers are susceptible to
Medicaid reimbursement policies, and national and state health care legislation.
As concentration increases, so does the potential for fluctuation in the net
asset value of Fund Common Shares.

LIQUIDITY RISK. At times, a portion of each Fund's assets may be invested
in securities as to which the Fund, by itself or together with other accounts
managed by Eaton Vance and its affiliates, holds a major portion of all of such
securities. The secondary market for some municipal obligations is less liquid
than that for taxable debt obligations or other more widely traded municipal
obligations. No established resale market exists for certain of the municipal
obligations 1in which each Fund may invest. Each Fund has no limitation on the
amount of its assets, which may be invested in securities that are not readily
marketable or are subject to restrictions on resale. In certain situations, a
Fund could find it more difficult to sell such securities at desirable times
and/or prices.

MUNICIPAL BOND MARKET RISK. Investing in the municipal bond market
involves certain risks. The amount of public information available about the
municipal obligations in each Fund's portfolio is generally less than for
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corporate equities or bonds, and the investment performance of each Fund may
therefore be more dependent on the analytical abilities of Eaton Vance than if
the Fund were a stock fund or taxable bond fund.

The ability of municipal issuers to make timely payments of interest and
principal may be diminished during general economic downturns and as
governmental cost Dburdens are reallocated among federal, state and local
governments. In addition, laws enacted 1in the future by Congress or state
legislatures or referenda could extend the time for payment of principal and/or
interest, or impose other constraints on enforcement of such obligations, or on
the ability of municipalities to levy taxes. Issuers of municipal securities
might seek protection wunder the bankruptcy laws. In the event of bankruptcy of
such an issuer, each Fund could experience delays in collecting principal and
interest to which it is entitled. To enforce its rights in the event of default
in the payment of interest or repayment of principal, or both, each Fund may
take ©possession of and manage the assets securing the issuer's obligations on
such securities, which may increase the Fund's operating expenses. Any income
derived from a Fund's ownership or operation of such assets may not be
tax—exempt.

MUNICIPAL BOND INSURANCE. In the event Moody's, S&P or Fitch (or all of
them) should downgrade its assessment of the claims-paying ability of a
particular insurer, it (or they) could also be expected to downgrade the ratings
assigned to municipal obligations insured by such insurer, and municipal
obligations 1insured under Portfolio Insurance issued by such insurer also would
be of reduced quality in the portfolio of a Fund. Any such downgrade could have
an adverse 1impact on the net asset value and market price of the Common Shares.
See "Primary Investment Policies —-- Municipal Obligation Insurance Generally"
above.

In addition, to the extent each Fund employs Portfolio Insurance, each
Fund may be subject to certain restrictions on investments imposed by guidelines
of the insurance companies issuing such Portfolio Insurance. Each Fund does not
expect these guidelines to prevent Eaton Vance from managing each Fund's
portfolio in accordance with the Fund's investment objective and policies.

INFLATION RISK. Inflation ©risk is the risk that the value of assets or
income from investment will be worth less in the future as inflation decreases

the wvalue of money. As inflation increases, the real wvalue of the APS and
distributions thereon can decline. In an inflationary period, however, it is
expected that, through the Auction process, APS dividend rates would increase,

tending to offset the risk.
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NON-DIVERSIFICATION. Each Fund has registered as a "non-diversified"

investment company under the 1940 Act so that, subject to its investment
restrictions and applicable federal income tax diversification requirements,
with respect to 50% of its total assets, it will be able to invest more than 5%
(but not more than 25%) of the value of its total assets in the obligations of
any single issuer. To the extent a Fund invests a relatively high percentage of
its assets in obligations of a limited number of issuers, the Fund will be more

susceptible than a more widely diversified investment company to any single
corporate, economic, political or regulatory occurrence.

MANAGEMENT OF THE FUNDS

BOARDS OF TRUSTEES
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The management of each Fund, including general supervision of the duties
performed by the Adviser under the Advisory Agreement (as defined below), is the
responsibility of each Fund's Board of Trustees under the laws of The
Commonwealth of Massachusetts and the 1940 Act.

THE ADVISER

Eaton Vance acts as each Fund's investment adviser under an Investment
Advisory Agreement ("Advisory Agreement"). The Adviser's principal office is
located at The Eaton Vance Building, 255 State Street, Boston, MA 02109. Eaton
Vance, 1ts affiliates and predecessor companies have been managing assets of
individuals and institutions since 1924 and of investment companies since 1931.
Eaton Vance (or its affiliates) currently serves as the investment adviser to
investment companies and various individual and institutional clients with
combined assets under management of approximately $[55] billion. Eaton Vance is
an indirect, wholly-owned subsidiary of Eaton Vance Corp., a publicly held
holding company, which through its subsidiaries and affiliates engages primarily
in investment management, administration and marketing activities.

Eaton Vance employs 25 personnel in its municipal bond department,
including five portfolio managers, three traders and nine credit analysts. Eaton
Vance was one of the first advisory firms to manage a registered municipal bond

investment company, and has done so continuously since 1978. Eaton Vance and
certain of its subsidiaries currently manage [5] national municipal investment
companies, [38] single state municipal investment companies, 8 limited maturity

municipal 1investment companies and 1 money market municipal investment company,
with assets of over $[8] billion.

Under the general supervision of each Fund's Board of Trustees, the
Adviser will carry out the investment and reinvestment of the assets of each
Fund, will furnish continuously an investment program with respect to each Fund,
will determine which securities should be purchased, sold or exchanged, and will
implement such determinations. The Adviser will furnish to each Fund investment
advice and office facilities, equipment and personnel for servicing the
investments of the Fund. The Adviser will compensate all Trustees and officers
of each Fund who are members of the Adviser's organization and who render
investment services to each Fund, and will also compensate all other Adviser
personnel who provide research and investment services to each Fund. In return
for these services, facilities and payments, each Fund has agreed to pay the
Adviser as compensation under the Advisory Agreement a fee in the amount of .65%
of the average weekly gross assets of each Fund. Gross assets of each Fund shall
be calculated by deducting accrued 1liabilities of each Fund not including the
amount of any Preferred Shares outstanding.

Cynthia J. Clemson is the portfolio manager of the California Fund and is
responsible for day-to-day management of the Fund's investments. Ms. Clemson
also manages other Eaton Vance portfolios, has been an Eaton Vance portfolio
manager for more than 5 years and is Vice President of Eaton Vance.

Thomas J. Fetter is the portfolio manager of the National Fund and the New
York Fund and 1is responsible for day-to-day management of each Fund's
investments. Mr. Fetter also manages other Eaton Vance portfolios, has been an
Eaton Vance portfolio manager for more than 5 years and is Vice President of
Eaton Vance.

Each Fund and the Adviser have adopted Codes of Ethics relating to
personal securities transactions. The Codes permit Adviser personnel to invest

27

32



Edgar Filing: EATON VANCE INSURED CALIFORNIA MUNICIPAL BOND FUND - Form N-2

in securities (including securities that may be purchased or held by a Fund) for
their own accounts, subject to certain pre-clearance, reporting and other
restrictions and procedures contained in such Codes.

Eaton Vance serves as administrator of each Fund, but currently receives
no compensation for providing administrative services to the Funds. Under the
Administration Agreement with each Fund (each an "Administration Agreement"),
Eaton Vance is responsible for managing the business affairs of each Fund,
subject to the supervision of each Fund's Board of Trustees. Eaton Vance will
furnish to each Fund all office facilities, equipment and personnel for
administering the affairs of each Fund. Eaton Vance's administrative services
include recordkeeping, preparation and filing of documents required to comply
with federal and state securities laws, supervising the activities of each
Fund's custodian and transfer agent, providing assistance in connection with the
Trustees' and shareholders' meetings, providing service in connection with any
repurchase offers and other administrative services necessary to conduct each
Fund's business.

DESCRIPTION OF APS

The following 1is a brief description of the terms of the APS. This
description does not purport to be complete and is subject to and qualified in
its entirety by reference to each Fund's Declaration of Trust and Amended
By-Laws, including the provisions thereof establishing the APS. Each Fund's
Declaration of Trust and the form of Amended By-Laws establishing the terms of
the APS have been filed as exhibits to or incorporated by reference 1in the
Registration Statement of which this Prospectus is a part. The Amended By-Laws
may be found in Appendix E to each Fund's Statement of Additional Information.

GENERAL

Each Declaration of Trust authorizes the issuance of an unlimited number
of shares of beneficial interest with preference rights, including Preferred
Shares, having a par value of $0.01 per share, 1in one or more series, with
rights as determined by the Board of Trustees, by action of the Board of
Trustees without the approval of the Shareholders. Each Fund's Amended By-Laws
currently authorize the number of shares of APS of each series set forth below

in "Description of Capital Structure." The APS will have a 1liquidation
preference of $25,000 per share plus an amount equal to accumulated but unpaid
dividends (whether or not earned or declared). See "Description of APS —-

Liquidation Rights."

The APS of each series will rank on parity with shares of any other series
of APS and with shares of other series of Preferred Shares of each Fund, as to
the payment of dividends and the distribution of assets upon ligquidation. All
shares of APS carry one vote per share on all matters on which such shares are
entitled to be voted. APS, when issued, will be fully paid and, subject to
matters discussed 1in "Certain Provisions of the Declaration of Trust,"
non-assessable and have no preemptive, conversion or cumulative voting rights.
The APS will not be convertible into Common Shares or other capital stock of a
Fund, and the holders thereof will have no preemptive, or cumulative voting
rights.

DIVIDENDS AND DIVIDEND PERIODS

GENERAL. After the Initial Dividend Period, each Subsequent Dividend
period for the APS will generally consist of seven days (a "7-day Dividend
Period"); provided, however, that prior to any Auction, a Trust may elect,
subject to certain limitations described herein, upon giving notice to holders
thereof, a Special Dividend Period as discussed below. The holders of the APS of
a Fund will be entitled to receive, when, as and if declared by that Fund's
Board of Trustees, out of funds legally available therefor, cumulative cash
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dividends on their APS, at the Applicable Rate determined as set forth below
under "Determination of Dividend Rate," payable on the dates set forth below.
Dividends on the APS of a Fund so declared and payable shall be paid (i) in
preference to and in priority over any dividends so declared and payable on that
Fund's Common Shares and (ii) to the extent permitted wunder the Code and
available, out of the net tax—-exempt income earned on that Fund's investments.
Dividends on the APS, to the extent that they are derived from Municipal
Obligations, generally will be exempt from federal income tax though some or all
of those dividends may be a tax preference item for purposes of the federal
alternative minimum tax ("Preference Item"), and relevant state taxes. See
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"Taxes."

Dividends on the APS will accumulate from the date on which a Fund
originally issues the APS (the "Date of Original Issue") and will be payable on
the APS on the dates described Dbelow. Dividends on the APS with respect to the
Initial Dividend Period shall be payable on the Initial Dividend Payment Date.
Following the 1Initial Dividend Payment Date, dividends on the APS will be
payvable, at the option of each Fund, either (i) with respect to any 7-Day
Dividend Period and any Short Term Dividend Period of 28 or fewer days, on the
day next succeeding the last day thereof or (ii) with respect to any Short Term
Dividend Period of more than 28 days and with respect to any Long Term Dividend
Period, monthly on the first Business Day of each calendar month during such
Short Term Dividend Period or Long Term Dividend Period and on the day next
succeeding the last day thereof (each such date referred to in clause (i) or
(ii) being referred to herein as a "Normal Dividend Payment Date"), except that
if such Normal Dividend Payment Date is not a Business Day, the Dividend Payment
Date shall be the first Business Day next succeeding such Normal Dividend
Payment Date. Although any particular Dividend Payment Date may not occur on the
originally scheduled date because of the exceptions discussed above, the next
succeeding Dividend Payment Date, subject to such exceptions, will occur on the
next following originally scheduled date. If for any reason a Dividend Payment
Date cannot be fixed as described above, then the Board of Trustees shall fix
the Dividend Payment Date. The Board of Trustees Dby resolution prior to
authorization of a dividend by the Board of Trustees may change a Dividend
Payment Date if such change does not adversely affect the contract rights of the
holders of APS set forth in the Amended By-Laws. The Initial Dividend Period,
7-Day Dividend Periods and Special Dividend Periods are hereinafter sometimes
referred to as "Dividend Periods." Each dividend payment date determined as
provided above is hereinafter referred to as a "Dividend Payment Date."

Prior to each Dividend Payment Date, each Fund is required to deposit with
the Auction Agent sufficient funds for the payment of declared dividends. The
Funds do not intend to establish any reserves for the payment of dividends.

FEach dividend will be paid to the record holder of the APS, which holder
is expected to Dbe the nominee o0of the Securities Depository. See "The
Auction-—-General--Securities Depository." The Securities Depository will credit
the accounts of the Agent Members of the Existing Holders in accordance with the
Securities Depository's normal procedures which provide for payment in same-day
funds. The Agent Member of an Existing Holder will be responsible for holding or
disbursing such payments on the applicable Dividend Payment Date to such
Existing Holder in accordance with the instructions of such Existing Holder.
Dividends 1in arrears for any past Dividend Period may be declared and paid at
any time, without reference to any regular Dividend Payment Date, to the nominee
of the Securities Depository. Any dividend payment made on the APS first shall
be credited against the earliest declared but unpaid dividends accumulated with
respect to such shares.
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Holders of the APS will not be entitled to any dividends, whether payable
in cash, property or stock, 1in excess of full cumulative dividends except as
described under "Additional Dividends" and "Non-Payment Period; Late Charge"
below. No interest will be payable in respect of any dividend payment or
payments on the APS which may be in arrears.

The amount of cash dividends per share of APS payable (if declared) on the
Initial Dividend Payment Date, each 7-Day Dividend Period and each Dividend
Payment Date of each Short Term Dividend Period shall be computed by multiplying
the Applicable Rate for such Dividend Period by a fraction, the numerator of
which will be the number of days in such Dividend Period or part thereof that
such share was outstanding and for which dividends are payable on such Dividend
Payment Date and the denominator of which will be 365, multiplying the amount so
obtained by $25,000, and rounding the amount so obtained to the nearest cent.
During any Long Term Dividend Period, the amount of cash dividends per share of
APS payable (if declared) on any Dividend Payment Date shall be computed by
multiplying the Applicable Rate for such Dividend Period by a fraction, the
numerator of which will be such number of days in such part of such Dividend
Period that such share was outstanding and for which dividends are payable on
such Dividend Payment Date and the denominator of which will be 360, multiplying
the amount so obtained by $25,000, and rounding the amount so obtained to the
nearest cent.

NOTIFICATION OF DIVIDEND PERIOD. With respect to each Dividend Period that
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is a Special Dividend Period, each Fund, at its sole option and to the extent
permitted by law, by telephonic and/or written notice (a "Request for Special
Dividend Period") to the Auction Agent and to each Broker-Dealer, may request
that the next succeeding Dividend Period for the APS will be a number of days
(other than seven), evenly divisible by seven, and not fewer than seven nor more
than 364 in the case of a Short Term Dividend Period or one whole year or more
but not greater than five vyears in the case of a Long Term Dividend Period,
specified 1in such notice, provided that a Fund may not give a Request for
Special Dividend Period (and any such request shall be null and void) unless,
for any Auction occurring after the initial Auction, Sufficient Clearing Bids
were made in the last occurring Auction and unless full cumulative dividends,
any amounts due with respect to redemptions, and any Additional Dividends
pavable prior to such date have been paid in full. Such Request for Special
Dividend Period, in the case of a Short Term Dividend Period, shall be given on
or prior to the second Business Day but not more than seven Business Days prior
to an Auction Date for the APS and, in the case of a Long Term Dividend Period,
shall be given on or prior to the second Business Day but not more than 28 days
prior to an Auction Date for the APS. Upon receiving such Request for Special
Dividend Period, the Broker-Dealers Jjointly shall determine whether, given the
factors set forth below, it is advisable that a Fund issue a Notice of Special
Dividend Period as contemplated by such Request for Special Dividend Period and
the Optional Redemption Price of the APS during such Special Dividend Period and
the Specific Redemption Provisions and shall give each Fund and the Auction
Agent written notice (a "Response") of such determination by no later than the
second Business Day prior to such Auction Date. In making such determination,
the Broker-Dealers will consider (i) existing short-term and long-term market
rates and indices of such short-term and long-term rates, (ii) existing market
supply and demand for short-term and long-term securities, (iii) existing yield
curves for short-term and long-term securities comparable to the APS, (iv)
industry and financial conditions which may affect the APS, (v) the investment
objective o0of a Fund and (vi) the Dividend Periods and dividend rates at which
current and potential Dbeneficial holders of the APS would remain or become
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beneficial holders.

If the Broker-Dealers shall not give a Fund and the Auction Agent a
Response by such second Business Day or if the Response states that given the
factors set forth above it is not advisable that the Fund give a Notice of
Special Dividend Period for the APS, the Fund may not give a Notice of Special
Dividend Period in respect of such Request for Special Dividend Period. 1In the
event the Response indicates that it is advisable that a Fund give a Notice of
Special Dividend Period for the APS, the Fund, by no later than the second
Business Day prior to such Auction Date, may give a notice (a "Notice of Special

Dividend Period") to the Auction Agent, the Securities Depository and each
Broker-Dealer, which notice will specify (i) the duration of the Special
Dividend Period, (ii) the Optional Redemption Price as specified in the related
Response and (iii) the Specific Redemption Provisions, if any, as specified in

the related Response. Each Fund also shall provide a copy of such Notice of
Special Dividend Period to S&P. A Fund shall not give a Notice of Special
Dividend Period, and, if such Notice of Special Dividend Period shall have been
given already, shall give telephonic and written notice of its revocation (a
"Notice of Revocation") to the Auction Agent, each Broker- Dealer, and the
Securities Depository on or prior to the Business Day prior to the relevant
Auction Date if (x) either the 1940 Act APS Asset Coverage is not satisfied or
the Fund shall fail to maintain Moody's Eligible Assets and S&P Eligible Assets
with an aggregate Discounted Value at least equal to the APS Basic Maintenance
Amount, on each of the two Valuation Dates immediately preceding the Business
Day prior to the relevant Auction Date on an actual basis and on a pro forma
basis giving effect to the proposed Special Dividend Period (using as a pro
forma dividend rate with respect to such Special Dividend Period the dividend
rate which the Broker-Dealers shall advise a Fund is an approximately equal rate
for securities similar to the APS with an equal dividend period), (y) sufficient
funds for the payment of dividends payable on the immediately succeeding
Dividend Payment Date have not been irrevocably deposited with the Auction Agent
by the close of business on the third Business Day preceding the related Auction
Date or (z) the Broker-Dealers Jjointly advise a Fund that, after consideration
of the factors listed above, they have concluded that it is advisable to give a
Notice of Revocation. Each Fund also shall provide a copy of such Notice of
Revocation to Moody's and S&P. If a Fund is prohibited from giving a Notice of
Special Dividend Period as a result of the factors enumerated in clause (x), (y)
or (z) above or if the Fund gives a Notice of Revocation with respect to a
Notice of Special Dividend Period, the next succeeding Dividend Period for that
series will be a 7-Day Dividend Period. In addition, in the event Sufficient
Clearing Bids are not made in any Auction or an Auction 1is not held for any
reason, the next succeeding Dividend Period will be a 7-Day Dividend Period, and
the Fund may not again give a Notice of Special Dividend Period (and any such
attempted notice shall be null and void) until Sufficient Clearing Bids have
been made in an Auction with respect to a 7-Day Dividend Period.
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DETERMINATION OF DIVIDEND RATE. The dividend rate on the APS during the
period from and including the Date of Original 1Issue for the APS to but
excluding the Initial Dividend Payment Date for the APS (the "Initial Dividend
Period") will be the rate per annum set forth on the inside cover page hereof.
Commencing on the Initial Dividend Payment Date for the APS, the Applicable Rate
on the APS for each Subsequent Dividend Period, which Subsequent Dividend Period
shall be a period commencing on and including a Dividend Payment Date and ending
on and including the calendar day prior to the next Dividend Payment Date (or
last Dividend Payment Date in a Dividend Period if there is more than one
Dividend Payment Date), shall be equal to the rate per annum that results from
the Auction with respect to such Subsequent Dividend Period. The 1Initial
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Dividend Period and Subsequent Dividend Period for the APS is referred to herein
as a "Dividend Period." Cash dividends shall be calculated as set forth above
under "Dividends--General."

NON-PAYMENT PERIOD; LATE CHARGE. A Non-Payment Period will commence if a
Fund fails to (i) declare, prior to the close of business on the second Business
Day preceding any Dividend Payment Date, for payment on or (to the extent
permitted as described below) within three Business Days after such Dividend
Payment Date to the persons who held such shares as of 12:00 noon, New York City
time, on the Business Day preceding such Dividend Payment Date, the full amount
of any dividend on the APS payable on such Dividend Payment Date or (ii)

deposit, irrevocably in trust, 1in same-day funds, with the Auction Agent by
12:00 noon, New York City time, (A) on such Dividend Payment Date the full
amount of any cash dividend on such shares (if declared) payable on such

Dividend Payment Date or (B) on any redemption date for the APS called for
redemption, the Mandatory Redemption Price per share of such APS or, in the case
of an optional redemption, the Optional Redemption Price per share. Such
Non-Payment Period will consist of the period commencing on and including the
aforementioned Dividend Payment Date or redemption date, as the case may be, and
ending on and including the Business Day on which, by 12:00 noon, New York City
time, all unpaid cash dividends and unpaid redemption prices shall have been so
deposited or otherwise shall have been made available to the applicable holders
in same-day funds, provided that a Non-Payment Period for the APS will not end
unless a Fund shall have given at least five days' but no more than 30 days'
written notice of such deposit or availability to the Auction Agent, the
Securities Depository and all holders of the APS of such series. Notwithstanding
the foregoing, the failure by a Fund to deposit funds as provided for by clauses
(ii) (A) or (ii) (B) above within three Business Days after any Dividend Payment
Date or redemption date, as the case may be, in each case to the extent
contemplated below, shall not constitute a "Non-Payment Period." The Applicable
Rate for each Dividend Period for the APS of any series, commencing during a
Non-Payment Period, will be equal to the Non-Payment Period Rate; and each
Dividend Period commencing after the first day of, and during, a Non-Payment
Period shall be a 3-Day Dividend Period. Any dividend on the APS due on any
Dividend Payment Date for such shares (if, prior to the close of business on the
second Business Day preceding such Dividend Payment Date, a Fund has declared
such dividend payable on such Dividend Payment Date to the persons who held such
shares as of 12:00 noon, New York City time, on the Business Day preceding such
Dividend Payment Date) or redemption price with respect to such shares not paid
to such persons when due may be paid to such persons in the same form of funds
by 12:00 noon, New York City time, on any of the first three Business Days after
such Dividend Payment Date or due date, as the case may be, provided that such
amount 1is accompanied by a late charge calculated for such period of non-payment
at the Non-Payment Period Rate applied to the amount of such non-payment Dbased
on the actual number of days comprising such period divided by 365. In the case
of a willful failure of a Fund to pay a dividend on a Dividend Payment Date or
to redeem any APS on the date set for such redemption, the preceding sentence
shall not apply and the Applicable Rate for the Dividend Period commencing
during the Non-Payment Period resulting from such failure shall be the
Non-Payment Period Rate. For the purposes of the foregoing, payment to a person
in same-day funds on any Business Day at any time will be considered equivalent

to payment to that person in New York Clearing House (next-day) funds at the
same time on the preceding Business Day, and any payment made after 12:00 noon,
New York City time, on any Business Day shall be considered to have been made

instead in the same form of funds and to the same person before 12:00 noon, New
York City time, on the next Business Day. The Non-Payment Period Rate initially
will be 200% of the applicable Reference Rate (or 275% of such rate if a Fund
has provided notification to the Auction Agent prior to the Auction establishing
the Applicable Rate for any dividend that net capital gains or other taxable
income will be included in such dividend on the APS), provided that the Board of
Trustees of a Fund shall have the authority to adjust, modify, alter or change
from time to time the initial Non-Payment Period Rate if the Board of Trustees

37



Edgar Filing: EATON VANCE INSURED CALIFORNIA MUNICIPAL BOND FUND - Form N-2

of the Fund determines and Moody's and S&P (or any Substitute Rating Agency in
lieu of Moody's or S&P in the event such party shall not rate the APS) advises
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the Fund in writing that such adjustment, modification, alteration or change
will not adversely affect its then-current rating on the APS.

RESTRICTIONS ON DIVIDENDS AND OTHER PAYMENTS. Under the 1940 Act, a Fund
may not declare dividends or make other distributions on Common Shares or
purchase any such shares if, at the time of the declaration, distribution or
purchase, as applicable (and after giving effect thereto), asset coverage (as
defined in the 1940 Act) with respect to the outstanding APS would be less than
200% (or such other percentage as in the future may be required by law). Each
Fund estimates that, Dbased on the composition of its portfolio at [ ], asset
coverage with respect to the APS would be at least [ ]% immediately after the
issuance of the APS offered hereby. Under the Code, each Fund must, among other
things, distribute each vyear at least 90% of the sum of its net tax-exempt
income and investment company taxable income 1in order to maintain its
qualification for tax treatment as a regulated investment company. The foregoing
limitations on dividends, other distributions and purchases in certain
circumstances may impair a Fund's ability to maintain such qualification. See
"Taxes."

Upon any failure to pay dividends on the APS for two years or more, the
holders of the APS will acquire certain additional voting rights. See "Voting
Rights" below.

For so long as any APS are outstanding, a Fund will not declare, pay or
set apart for payment any dividend or other distribution (other than a dividend
or distribution paid in shares of, or options, warrants or rights to subscribe
for or purchase, Common Shares or other stock, if any, ranking junior to the APS
as to dividends or upon liquidation) in respect of Common Shares or any other
stock of the Fund ranking Jjunior to or on a parity with the APS as to dividends
or upon ligquidation, or call for redemption, redeem, purchase or otherwise
acquire for consideration any Common Shares or shares of any other such junior
stock (except by conversion into or exchange for stock of the Fund ranking

junior to APS as to dividends and upon liquidation) or any such parity stock
(except by conversion into or exchange for stock of the Fund ranking Junior to
or on a parity with APS as to dividends and upon liquidation), unless (A)

immediately after such transaction, the Fund would have Moody's Eligible Assets
and S&P Eligible Assets with an aggregate Discounted Value equal to or greater
than the APS Basic Maintenance Amount, and the 1940 Act APS Asset Coverage (see
"Asset Maintenance" and "Redemption" below) would be satisfied, (B) full
cumulative dividends on the APS due on or prior to the date of the transaction
have been declared and paid or shall have been declared and sufficient funds for
the payment thereof deposited with the Auction Agent, (C) any Additional
Dividend required to be paid on or before the date of such declaration or
payment has been paid and (D) the Fund has redeemed the full number of APS
required to be redeemed by any provision for mandatory redemption contained in
the Amended By-Laws.

ADDITIONAL DIVIDENDS. If a Fund retroactively allocates any net capital
gains or other taxable income to the APS without having given advance notice
thereof to the Auction Agent as described Dbelow under "The Auction--Auction
Date; Advance Notice of Allocation of Taxable Income; Inclusion of Taxable
Income in Dividends," the Fund, within 90 days (and generally within 60 days)
after the end of the Fund's fiscal vyear for which a Retroactive Taxable
Allocation is made, will provide notice thereof to the Auction Agent and to each
holder of APS (initially Cede & Co. as nominee of the Securities Depository)
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during such fiscal year at such holder's address as the same appears or last
appeared on the stock books of the Fund. Such a retroactive allocation may
happen when such allocation is made as a result of (i) the redemption of all or
a portion of the outstanding APS, (ii) the 1liquidation of the Fund or (iii) a
debt obligation believed to be a Municipal Obligation unexpectedly turns out to
be an obligation subject to federal income tax and/or a relevant state tax (the
amount of any of such allocations referred to herein as a "Retroactive Taxable
Allocation"). Each such Fund, within 30 days after such notice is given to the
Auction Agent, will pay to the Auction Agent (who then will distribute to such
holders of the APS), out of funds legally available therefor, an amount equal to
the aggregate Additional Dividend (as defined below) with respect to all
Retroactive Taxable Allocations made to such holders during the fiscal year in
question. See "Taxes."

An "Additional Dividend" means a payment to a present or former holder of
the APS of an amount that would cause (i) the dollar amount of such holder's
dividends received on the APS with respect to the fiscal year in question
(including the Additional Dividend) less the federal income tax and applicable
state tax attributable to the aggregate of (x) the Retroactive Taxable
Allocations made to such holder with respect to the fiscal year in question and
(y) the Additional Dividend (to the extent taxable) to equal (ii) the dollar
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amount of such holder's dividends received on the APS with respect to the fiscal
year in question (excluding the Additional Dividend) if there had been no
Retroactive Taxable Allocations. An Additional Dividend shall be calculated (i)
without consideration being given to the time value of money; (ii) assuming that
none of the dividends received from a Fund is a Preference Item; and (iii)
assuming that each Retroactive Taxable Allocation would be taxable to each
holder of APS at the maximum combined marginal federal and relevant state income
tax rate (including any surtax) applicable to the taxable character of the
distribution (i.e., ordinary income or net capital gain) in the hands of an
individual or a corporation, whichever is greater (disregarding the effect of
any other state and local taxes and the phase out of, or provisions limiting,
personal exemptions, itemized deductions, or the benefit of lower tax brackets).
Although each Fund generally intends to designate any Additional Dividend as an

"exempt-interest" dividend to the extent permitted by applicable law, it is
possible that all or a portion of any Additional Dividend will be taxable to the
recipient thereof. See "Taxes—--Tax Treatment of Additional Dividends." A Fund

will not pay a further Additional Dividend with respect to any taxable portion
of an Additional Dividend.

If a Fund does not give advance notice of the amount of taxable income to

be included in a dividend on the APS in the related Auction, as described below
under "The Auction--Auction Date; Advance Notice of Allocation of Taxable
Income; Inclusion of Taxable 1Income in Dividends," the Fund may include such

taxable income in a dividend on the APS if it increases the dividend by an
additional amount calculated as if such income were a Retroactive Taxable
Allocation and the additional amount were an Additional Dividend and notifies
the Auction Agent of such inclusion at least five days prior to the applicable
Dividend Payment Date.

REDEMPTION

MANDATORY REDEMPTION. Each Fund will be required to redeem, out of funds
legally available therefor, at the Mandatory Redemption Price per share, the APS
to the extent permitted under the 1940 Act and Massachusetts law, on a date
fixed by the Board of Trustees, 1if the Fund fails to maintain Moody's Eligible
Assets and S&P Eligible Assets with an aggregate Discounted Value equal to or
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greater than the APS Basic Maintenance Amount or to satisfy the 1940 Act APS
Asset Coverage and such failure 1is not cured on or Dbefore the APS Basic
Maintenance Cure Date or the 1940 Act Cure Date (herein collectively referred to
as a "Cure Date"), as the case may be. "Mandatory Redemption Price" of APS means
$25,000 per share plus an amount equal to accumulated but unpaid dividends
(whether or not earned or declared) to the date fixed for redemption. In
addition, holders of APS may be entitled to receive Additional Dividends in the
event of redemption of such APS to the extent provided herein. See "Description
of APS--Dividends and Dividend Periods—--Additional Dividends." Any such
redemption will be limited to the lesser number of APS necessary to restore the
Discounted Value or the 1940 Act APS Asset Coverage, as the case may be, or the
maximum number that can be redeemed with funds legally available under the
Declaration of Trust and applicable law.

OPTIONAL REDEMPTION. To the extent permitted under the 1940 Act and under
Massachusetts law, upon giving a Notice of Redemption, as provided below, each
Fund, at its option, may redeem the APS, in whole or in part, out of funds
legally available therefor, at the Optional Redemption Price per share on any
Dividend Payment Date; provided that no APS may be redeemed at the option of the
Fund during (a) the Initial Dividend Period with respect to the APS or (b) a
Non-Call Period to which such share is subject. "Optional Redemption Price"
means $25,000 per share of APS plus an amount equal to accumulated but unpaid
dividends (whether or not earned or declared) to the date fixed for redemption
plus any applicable redemption premium, if any, attributable to the designation
of a Premium Call Period. In addition, holders of APS may be entitled to receive
Additional Dividends in the event of redemption of such APS to the extent
provided herein. See "Description of APS--Dividends and Dividend
Periods—-—-Additional Dividends." Each Fund has the authority to redeem the APS
for any reason and may redeem all or part of the outstanding APS if it
anticipates that the Fund's leveraged capital structure will result in a lower
rate of return to holders of Common Shares for any significant period of time
than that obtainable if the Common Shares were unleveraged.

Notwithstanding the provisions for redemption described above, no APS
shall be subject to optional redemption (i) unless all dividends in arrears on
the outstanding APS, and all capital stock of a Fund ranking on a parity with
the APS with respect to the payment of dividends or upon liquidation, have been
or are being contemporaneously paid or declared and set aside for payment and
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(ii) 1if redemption thereof would result in a Fund's failure to maintain Moody's
Eligible Assets and S&P Eligible Assets with an aggregate Discounted Value equal
to or greater than the APS Basic Maintenance Amount; PROVIDED, HOWEVER, that the
foregoing shall not prevent the purchase or acquisition of all outstanding APS
of such series pursuant to a successful completion of an otherwise lawful
purchase or exchange offer made on the same terms to, and accepted by, holders
of all outstanding APS of such series.

LIQUIDATION RIGHTS

Upon any liquidation, dissolution or winding up of a Fund, whether
voluntary or involuntary, the holders of APS will be entitled to receive, out of
the assets of the Fund available for distribution to shareholders, Dbefore any
distribution or payment is made upon any Common Shares or any other shares of
beneficial interest of the Fund ranking Jjunior in right of payment upon
liquidation of APS, $25,000 per share together with the amount of any dividends
accumulated but unpaid (whether or not earned or declared) thereon to the date
of distribution, and after such payment the holders of APS will be entitled to
no other payments except for any Additional Dividends. If such assets of a Fund
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shall be insufficient to make the full 1ligquidation payment on outstanding APS
and liquidation payments on any other outstanding class or series of Preferred
Shares of the Fund ranking on a parity with the APS as to payment upon
liquidation, then such assets will be distributed among the holders of APS and
the holders of shares of such other class or series ratably in proportion to the
respective preferential amounts to which they are entitled. After payment of the
full amount of liquidation distribution to which they are entitled, the holders
of APS will not be entitled to any further participation in any distribution of
assets by a Fund except for any Additional Dividends. A consolidation, merger or
share exchange of a Fund with or into any other entity or entities or a sale,
whether for cash, shares of stock, securities or properties, of all or
substantially all or any part of the assets of the Fund shall not be deemed or
construed to be a liquidation, dissolution or winding up of the Fund.

RATING AGENCY GUIDELINES AND ASSET COVERAGE

FEach Fund will be required to satisfy two separate asset maintenance
requirements under the terms of the Amended By-Laws. These requirements are
summarized below.

1940 ACT APS ASSET COVERAGE. Each Fund will be required under the Amended
By-Laws to maintain, with respect to the APS, as of the last Business Day of
each month in which any APS are outstanding, asset coverage of at least 200%
with respect to senior securities which are beneficial interests in the Fund,
including the APS (or such other asset coverage as in the future may be
specified 1in or under the 1940 Act as the minimum asset coverage for senior
securities which are beneficial interests of a closed-end investment company as
a condition of paying dividends on its common stock) ("1940 Act APS Asset
Coverage"). 1If a Fund fails to maintain 1940 Act APS Asset Coverage and such
failure is not cured as of the last Business Day of the following month (the
"1940 Act Cure Date"), the Fund will be required under certain circumstances to
redeem certain of the APS. See "Redemption" below.

The 1940 Act APS Asset Coverage immediately following the issuance of APS
offered hereby (after giving effect to the deduction of the sales load and
offering expenses for the APS) computed using each Fund's net assets as of ,
2002 and assuming the Over-allotment Common Shares and the APS had been issued
as of such date will be as follows:

NATIONAL FUND

Value of Fund assets less liabilities not
constituting senior securities $

oe

Senior securities representing indebtedness plus = $ =
liquidation value of APS
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CALIFORNIA FUND

Value of Fund assets less liabilities not
constituting senior securities S

Il
Ur
I
oe

Senior securities representing indebtedness plus
liquidation value of APS

NEW YORK FUND
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Value of Fund assets less liabilities not
constituting senior securities S

Il
Ur
I
oe

Senior securities representing indebtedness plus
liquidation value of APS

APS BASIC MAINTENANCE AMOUNT. FEach Fund intends that, so long as APS are
outstanding, the composition of its portfolio will reflect guidelines
established by Moody's and S&P in connection with the Fund's receipt of a rating
for such shares on or prior to their Date of Original Issue of at least Aaa from
Moody's and AAA from S&P. Moody's and S&P, each of which is a Rating Agency,
separately 1issue ratings for various securities reflecting the perceived
creditworthiness of such securities. The guidelines described below have been
developed by Moody's and S&P in connection with issuances of asset-backed and
similar securities, including debt obligations and variable rate Preferred
Shares, generally on a case-by-case basis through discussions with the issuers
of these securities. The guidelines are designed to ensure that assets
underlying outstanding debt or Preferred Shares will be varied sufficiently and
will be of sufficient quality and amount to justify investment grade ratings.
The guidelines do not have the force of law but have been adopted by each Fund
in order to satisfy current requirements necessary for Moody's and S&P to issue
the above-described ratings for APS, which ratings generally are relied upon by
institutional investors in purchasing such securities. The guidelines provide a
set of tests for portfolio composition and asset coverage that supplement (and
in some cases are more restrictive than) the applicable requirements under the
1940 Act.

Each Fund intends to maintain a Discounted Value for its portfolio at
least equal to the APS Basic Maintenance Amount. Moody's and S&P each have
established separate guidelines for determining Discounted Value. These
guidelines define eligible portfolio assets (respectively, "Moody's Eligible
Assets" and "S&P Eligible Assets"). To the extent any particular portfolio
holding does not satisfy these guidelines, all or a portion of such holding's
value will not be included in the calculation of Discounted Value of that Fund's
portfolio assets. The Moody's and S&P guidelines do not impose any limitations
on the percentage of Fund assets that may be invested in holdings not eligible
for inclusion in the calculation of the Discounted Value of each Fund's
portfolio. The Amount of such assets included in the portfolio of a Fund at any
time may vary depending upon the rating, diversification and other
characteristics of eligible assets included in the portfolio, although it is not
anticipated in the normal course of Dbusiness the value of such assets will
exceed [20]% of a Fund's total assets. The APS basic maintenance amount includes
the sum of (a) the aggregate liquidation preference of APS then outstanding and
(b) certain accrued and projected payment obligations of a Fund.

Upon any failure to maintain the required aggregate Discounted Value, each
Fund will seek to alter the composition of its portfolio to retain a Discounted
Value at least equal to the APS Basic Maintenance Amount on or prior to the APS
Basic Maintenance Cure Date, thereby incurring additional transaction costs and
possible losses and/or gains on dispositions of portfolio securities. To the
extent any such failure is not cured in a timely manner, the APS will be subject
to mandatory redemption. See "Description of APS -- Redemption." The APS Basic
Maintenance Amount includes the sum of (i) the aggregate ligquidation value of
APS then outstanding and (ii) certain accrued and projected payment obligations
of a Fund.

Each Fund may, but is not required to, adopt any modifications to these
guidelines that hereafter may be established by Moody's or S&P. Failure to adopt
any such modifications, however, may result in a change in the ratings described
above or a withdrawal of ratings altogether. 1In addition, any rating agency
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providing a rating for the APS, at any time, may change or withdraw any such
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rating. As set forth in the Amended By-Laws, each Fund's Board of Trustees,
without shareholder approval, may modify certain definitions or restrictions
that have been adopted by each Fund pursuant to the rating agency guidelines,
provided the Board of Trustees has obtained written confirmation from Moody's or
S&P, or both, as appropriate, that any such change would not impair the ratings
then assigned by Moody's and S&P to the APS.

As recently described by Moody's and S&P, a Preferred Shares rating is an
assessment of the capacity and willingness of an issuer to pay Preferred Shares
obligations. The ratings on the APS are not recommendations to purchase, hold or
sell APS, inasmuch as the ratings do not comment as to market ©price or
suitability for a particular investor, nor do the rating agency guidelines
described above address the likelihood that a holder of APS will be able to sell
such shares in an Auction. The ratings are Dbased on current information
furnished to Moody's and S&P by each Fund and the Adviser and information
obtained from other sources. The ratings may be changed, suspended or withdrawn
as a result of changes in, or the wunavailability of, such information. The
Common Shares have not been rated by a Rating Agency.

A Rating Agency's guidelines will apply to a Fund's APS only so long as
such agency is rating such shares. Each Fund will pay certain fees to each
Rating Agency that rates the Fund's APS.

VOTING RIGHTS

Except as otherwise indicated in this Prospectus and except as otherwise
required by applicable law, holders of APS of each Fund will be entitled to one
vote per share on each matter submitted to a vote of shareholders and will vote
together with holders of Common Shares and other Preferred Shares of that Fund
as a single class.

In connection with the election of each Fund's Trustees, holders of the
APS and any other Preferred Shares, voting as a separate class, shall be
entitled at all times to elect two of the Fund's Trustees, and the remaining

Trustees will be elected Dby holders of Common Shares and APS and any other
Preferred Shares, voting together as a single class. In addition, if at any time
dividends on outstanding APS shall be unpaid in an amount equal to at least two
full vyears' dividends thereon or if at any time holders of any shares of
Preferred Shares are entitled, together with the holders of APS, to elect a
majority of the Trustees of the Fund under the 1940 Act, then the number of
Trustees constituting the Board of Trustees automatically shall be increased by
the smallest number that, when added to the two Trustees elected exclusively by
the holders of APS and any other Preferred Shares as described above, would
constitute a majority of the Board of Trustees as so increased by such smallest
number, and at a special meeting of shareholders which will be called and held
as soon as practicable, and at all subsequent meetings at which Trustees are to
be elected, the holders of the APS and any other Preferred Shares, voting as a
separate class, will be entitled to elect the smallest number of additional
Trustees that, together with the two Trustees which such holders in any event
will be entitled to elect, constitutes a majority of the total number of
Trustees of the Fund as so increased. The terms of office of the persons who are
Trustees at the time of that election will continue. If a Fund thereafter shall
pay, or declare and set apart for payment in full, all dividends payable on all
outstanding APS and any other Preferred Shares for all past Dividend Periods,
the additional voting rights of the holders of APS and any other Preferred
Shares as described above shall cease, and the terms of office of all of the
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additional Trustees elected by the holders of APS and any other Preferred Shares
(but not of the Trustees with respect to whose election the holders of Common
Shares were entitled to vote or the two Trustees the holders of APS and any
other Preferred Shares have the right to elect in any event) will terminate
automatically.

The affirmative vote of a majority of the votes entitled to be cast by
holders of outstanding APS and any other Preferred Shares, voting as a separate
class, will be required to (i) authorize, create or issue any class or series of
stock ranking prior to the APS or any other series of Preferred Shares with
respect to the payment of dividends or the distribution of assets on
liquidation; provided, however, that no vote is required to authorize the
issuance of another class of Preferred Shares which are substantially identical
in all respects to the APS or (ii) amend, alter or repeal the provisions of the
Declaration of Trust or the Amended By-Laws, whether by merger, consolidation or
otherwise, so as to adversely affect any of the contract rights expressly set
forth in the Declaration of Trust or the Amended By-Laws of holders of APS or
any other Preferred Shares. To the extent permitted under the 1940 Act, in the
event shares of more than one series of APS are outstanding, a Fund shall not
approve any of the actions set forth in clause (i) or (ii) which adversely
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affects the contract rights expressly set forth in the Declaration of Trust of a
holder of shares of a series of APS differently than those of a holder of shares
of any other series of APS without the affirmative vote of at least a majority
of votes entitled to be cast by holders of APS of each series adversely affected
and outstanding at such time (each such adversely affected series voting
separately as a class). Each Board of Trustees, however, without shareholder
approval, may amend, alter or repeal any or all of the various rating agency
guidelines described herein in the event a Fund receives confirmation from the
rating agencies that any such amendment, alteration or repeal would not impair
the ratings then assigned to the APS. Unless a higher percentage is provided for
under "Certain Provisions in the Declaration of Trust," the affirmative vote of
a majority of the votes entitled to be cast by holders of outstanding APS and
any other Preferred Shares, voting as a separate class, will be required to
approve any plan of reorganization (including bankruptcy proceedings) adversely
affecting such shares or any action requiring a vote of security holders under
Section 13(a) of the 1940 Act including, among other things, changes in the
Fund's investment objective or changes in the investment restrictions described
as fundamental policies under "Investment Objectives and Policies." The class
vote of holders of APS and any other Preferred Shares described above in each
case will be in addition to a separate vote of the requisite percentage of
Common Shares and APS and any other Preferred Shares, voting together as a
single class, necessary to authorize the action in question.

The foregoing voting provisions will not apply to the APS if, at or prior
to the time when the act with respect to which such vote otherwise would be
required shall be effected, such shares shall have been (i) redeemed or (ii)
called for redemption and sufficient funds shall have been deposited in trust to
effect such redemption.

THE AUCTION
GENERAL
Holders of the APS will be entitled to receive cumulative cash dividends
on their shares when, as and if declared by the Board of Trustees of each Fund,

out of the funds legally available therefor, on the Initial Dividend Payment
Date with respect to the 1Initial Dividend Period and, thereafter, on each
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Dividend Payment Date with respect to a Subsequent Dividend Period (generally a
period of seven days subject to certain exceptions set forth under "Description
of APS -- Dividends and Dividend Periods —-- General") at the rate per annum
equal to the Applicable Rate for each such Dividend Period.

The provisions of the Amended By-Laws establishing the terms of the APS
offered hereby will provide that the Applicable Rate for each Dividend Period
after the Initial Dividend Period therefor will be equal to the rate per annum
that the Auction Agent advises has resulted on the Business Day preceding the
first day of such Dividend Period due to implementation of the auction
procedures set forth in the Amended By-Laws (the "Auction Procedures") in which
persons determine to hold or offer to purchase or sell the APS. The Amended
Bylaws, which contain the Auction Procedures, are attached as Appendix E to each
Fund's Statement of Additional Information. Each periodic operation of such
procedures with respect to the APS is referred to hereinafter as an "Auction."
If, however, a Fund should fail to pay or duly provide for the full amount of
any dividend on or the redemption price of the APS called for redemption, the
Applicable Rate for the APS will be determined as set forth under "Description
of APS —-- Dividends and Dividend Periods —-- Determination of Dividend Rate."

AUCTION AGENT AGREEMENT. FEach Fund will enter into an agreement (the

"Auction Agent Agreement") with [ ] ("[ 1" and together with any successor bank
or trust company or other entity entering into a similar agreement with a Fund,
the "Auction Agent"), which provides, among other things, that the Auction Agent

will follow the Auction Procedures for the purpose of determining the Applicable
Rate for the APS. Each Fund will pay the Auction Agent compensation for its
services under the Auction Agent Agreement.

The Auction Agent may terminate the Auction Agent Agreement upon notice to
a Fund, which termination may be no earlier than 60 days following delivery of

such notice. TIf the Auction Agent resigns, a Fund will use its best efforts to
enter into an agreement with a successor Auction Agent containing substantially
the same terms and conditions as the Auction Agent Agreement. Each Fund may

terminate the Auction Agent Agreement, provided that prior to such termination
the Fund shall have entered into such an agreement with respect thereto with a
successor Auction Agent.
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In addition to serving as the Auction Agent, [ ] will be the transfer
agent, registrar, dividend disbursing agent and redemption agent for the APS.
The Auction Agent, however, will serve merely as the agent of each Fund, acting

in accordance with each Fund's instructions, and will not be responsible for any
evaluation or verification of any matters certified to it.

BROKER-DEALER AGREEMENTS. The Auctions require the participation of one or

more broker-dealers. The Auction Agent will enter into agreements with Salomon
Smith Barney Inc. [ ] and [ ], and may enter into similar agreements
(collectively, the "Broker-Dealer Agreements") with one or more other
broker-dealers (collectively, the "Broker-Dealers") selected by each Fund, which
provide for the participation of such Broker-Dealers in Auctions. A
Broker-Dealer Agreement may be terminated by the Auction Agent or a
Broker-Dealer on five days' notice to the other party, provided that the

Broker-Dealer Agreement with Salomon Smith Barney Inc. and may not be terminated
without the prior written consent of a Fund, which consent may not be
unreasonably withheld.

The Auction Agent after each Auction will pay a service charge from funds
provided by each Fund to each Broker-Dealer on the basis of the purchase price
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of APS placed by such Broker-Dealer at such Auction. The service charge (i) for
any 7-Day Dividend Period shall be payable at the annual rate of 0.25% of the
purchase price of the APS placed by such Broker-Dealer in any such Auction and
(ii) for any Special Dividend Period shall be determined by mutual consent of a
Fund and any such Broker-Dealer or Broker-Dealers and shall be based upon a
selling concession that would be applicable to an underwriting of fixed or
variable rate preferred shares with a similar final maturity or variable rate
dividend period, respectively, at the commencement of the Dividend Period with
respect to such Auction. For the purposes of the preceding sentence, the APS
will be placed by a Broker-Dealer if such shares were (i) the subject of Hold
Orders deemed to have been made by Beneficial Owners that were acquired by such
Beneficial Owners through such Broker-Dealer or (ii) the subject of the
following Orders submitted Dby such Broker-Dealer: (A) a Submitted Bid of a
Beneficial Owner that resulted in such Beneficial Owner continuing to hold such
shares as a result of the Auction, (B) a Submitted Bid of a Potential Beneficial
Owner that resulted in such Potential Beneficial Owner purchasing such shares as
a result of the Auction or (C) a Submitted Hold Order.

The Broker-Dealer Agreements provide that a Broker-Dealer may submit

Orders 1n Auctions for its own account, unless a Fund notifies all
Broker-Dealers that they no longer may do so; provided that Broker-Dealers may
continue to submit Hold Orders and Sell Orders. If a Broker-Dealer submits an

Order for its own account in any Auction of APS, it may have knowledge of Orders
placed through it in that Auction and therefore have an advantage over other
Bidders, but such Broker-Dealer would not have knowledge of Orders submitted by
other Broker-Dealers in that Auction.

SECURITIES DEPOSITORY. The Depository Trust Company initially will act as
the Securities Depository for the Agent Members with respect to the APS. One or
more registered certificates for all of the shares of each series of APS
initially will be registered in the name of Cede & Co., as nominee of the
Securities Depository. The certificate will bear a legend to the effect that
such certificate is issued subject to the provisions restricting transfers of
the APS contained in the Amended By-Laws. Cede & Co. initially will be the
holder of record of all APS, and Beneficial Owners will not be entitled to
receive certificates representing their ownership interest in such shares. The
Securities Depository will maintain lists of its participants and will maintain
the positions (ownership interests) of the APS held by each Agent Member,
whether as the Beneficial Owner thereof for its own account or as nominee for
the Beneficial Owner thereof. Payments made by each Fund to holders of APS will
be duly made by making payments to the nominee of the Securities Depository.

AUCTION PROCEDURES

The following is a brief summary of the procedures to be wused 1in
conducting Auctions. This summary is qualified by reference to the Amended
By-Laws set forth in Appendix E to each Fund's Statement of Additional
Information.

38

AUCTION DATE; ADVANCE NOTICE OF ALLOCATION OF TAXABLE INCOME; INCLUSION OF
TAXABLE INCOME IN DIVIDENDS. An Auction to determine the Applicable Rate for the
APS offered hereby for each Dividend Period for such shares (other than the
Initial Dividend Period therefor) will be held on the last Business Day
preceding the first day of such Dividend Period, which first day is also the
Dividend Payment Date for the preceding Dividend Period (the date of each
Auction being referred to herein as an "Auction Date"). Auctions for the APS for
Dividend Periods after the Initial Dividend Period normally will be held with
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respect to a Fund on every day set forth below after the preceding Dividend
Payment Date, and each subsequent Dividend Period normally will begin on the
following day set forth below (also a Dividend Payment Date):

DIVIDEND PERIOD
AUCTION DAY BEGINNING DAY
National Fund
Series A...........
Series B...........
Series C...........
Series D...........
Series E...........
California Fund
Series A.......n... [ ] [ ]
Series B..o.vovvnn.. [ ] [ ]
New York Fund
Series A........o... [ ] [ ]
Series B...vovvnn.. [ ] [ ]

[ U
—_ — = —

The Auction Date and the first day of the related Dividend Period (both of which
must be Business Days) need not be consecutive calendar days. See "Description
of APS -- Dividends and Dividend Periods" for information concerning the
circumstances under which a Dividend Payment Date may fall on a date other than
the days specified above, which may affect the Auction Date.

Except as noted below, whenever a Fund intends to include any net capital
gains or other 1income subject to federal income tax or relevant state taxes
("taxable income") in any dividend on the APS, the Fund will notify the Auction
Agent of the amount to be so included at least five Business Days prior to the
Auction Date on which the Applicable Rate for such dividend 1is to be
established. Whenever the Auction Agent receives such notice from a Fund, in
turn it will notify each Broker-Dealer, who, on or prior to such Auction Date,
in accordance with its Broker-Dealer Agreement, will notify its customers who
are Beneficial Owners and Potential Beneficial Owners believed to be interested
in submitting an Order in the Auction to be held on such Auction Date. Each Fund
also may include such income in a dividend on the APS without giving advance
notice thereof if it increases the dividend by an additional amount calculated
as i1if such income were a Retroactive Taxable Allocation and the additional
amount were an Additional Dividend; provided that each Fund will notify the
Auction Agent of the additional amounts to be included in such dividend at least
five Business Days prior to the applicable Dividend Payment Date. See
"Description of APS -- Dividends and Dividend Periods —-- Additional Dividends."

ORDERS BY BENEFICIAL OWNERS, POTENTIAL BENEFICIAL OWNERS, EXISTING HOLDERS
AND POTENTIAL HOLDERS. On or prior to each Auction Date for a series of APS:

(a) each Beneficial Owner may submit to its Broker-Dealer by telephone
orders ("Orders") with respect to a series of APS as follows:

(i) Hold Order -- indicating the number of outstanding APS, if any, that
such Beneficial Owner desires to continue to hold without regard to the
Applicable Rate for the next Dividend Period for such shares;

(ii) Bid -- indicating the number of outstanding APS, if any, that such
Beneficial Owner desires to continue to hold, provided that the Applicable Rate
for the next Dividend Period for such shares is not less than the rate per annum
then specified by such Beneficial Owner; and/or
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(iii) Sell Order -- indicating the number of outstanding APS, if any, that
such Beneficial Owner offers to sell without regard to the Applicable Rate for
the next Dividend Period for such shares; and

(b) Broker-Dealers will contact customers who are Potential Beneficial
Owners of APS to determine whether such Potential Beneficial Owners desire to
submit Bids indicating the number of APS which they offer to purchase provided
that the Applicable Rate for the next Dividend Period for such shares is not
less than the rates per annum specified in such Bids.

A Beneficial Owner or a Potential Beneficial Owner placing an Order,
including a Broker-Dealer acting in such capacity for its own account, 1is
hereinafter referred to as a "Bidder" and collectively as "Bidders." Any Order
submitted by a Beneficial Owner or a Potential Beneficial Owner to 1its
Broker-Dealer, or by a Broker-Dealer to the Auction Agent, prior to the
Submission Deadline on any Auction Date shall be irrevocable.

In an Auction, a Beneficial Owner may submit different types of Orders
with respect to APS then held by such Beneficial Owner, as well as Bids for
additional APS. For information concerning the priority given to different types
of Orders placed by Beneficial Owners, see "Submission of Orders by
Broker-Dealers to Auction Agent" below.

The Maximum Applicable Rate for the APS will be the Applicable Percentage
of the Reference Rate. The Auction Agent will round each applicable Maximum
Applicable Rate to the nearest one-thousandth (0.001) of one percent per annum,
with any such number ending in five ten-thousandths of one percent being rounded
upwards to the nearest one-thousandth (0.001) of one