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STATEMENT OF ADDITIONAL INFORMATION

Madison Strategic Sector Premium Fund (the ""Fund'') is a newly organized, diversiÑed, closed-end
management investment company. The Fund's primary investment objective is to provide a high level of
current income and current gains, with a secondary objective of capital appreciation. Madison Asset
Management, LLC (the ""Adviser'') serves as the Fund's investment adviser and is responsible for the
management of the Fund's portfolio of securities.

This Statement of Additional Information (""SAI'') is not a prospectus, but should be read in
conjunction with the prospectus for the Fund dated April 26, 2005. Investors should obtain and read the
prospectus prior to purchasing common shares. A copy of the prospectus may be obtained without charge,
by calling the Fund at (800) 767-0300.

The prospectus and this SAI omit certain of the information contained in the registration statement
Ñled with the Securities and Exchange Commission, Washington, D.C. The registration statement may be
obtained from the Securities and Exchange Commission upon payment of the fee prescribed, or inspected
at the Securities and Exchange Commission's oÇce or via its website (www.sec.gov) at no charge.
Capitalized terms used but not deÑned herein have the meanings ascribed to them in the prospectus.
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THE FUND

Madison Strategic Sector Premium Fund (the ""Fund'') is a newly organized, diversiÑed, closed-end
management investment company organized under the laws of the State of Delaware. The Fund's common
shares of beneÑcial interest, par value $0.01 (the ""Common Shares''), have been approved for listing on
the New York Stock Exchange, subject to notice of issuance, under the symbol ""MSP.''

INVESTMENT OBJECTIVE AND POLICIES

Additional Investment Policies

The following information supplements the discussion of the Fund's investment objectives, policies
and techniques that are described in the Prospectus. The Fund may make the following investments,
among others, some of which are part of its principal investment strategies and some of which are not. The
principal risks of the Fund's principal strategies are discussed in the Prospectus. The Fund may not buy all
of the types of securities or use all of the investment techniques that are described.

Securities Subject to Reorganization. The Fund may invest in securities of companies for which a
tender or exchange oÅer has been made or announced and in securities of companies for which a merger,
consolidation, liquidation or reorganization proposal has been announced if, in the judgment of the Adviser,
there is a reasonable prospect of high total return signiÑcantly greater than the brokerage and other
transaction expenses involved.

In general, securities which are the subject of such an oÅer or proposal sell at a premium to their
historic market price immediately prior to the announcement of the oÅer or may also discount what the
stated or appraised value of the security would be if the contemplated transaction were approved or
consummated. Such investments may be advantageous when the discount signiÑcantly overstates the risk
of the contingencies involved; signiÑcantly undervalues the securities, assets or cash to be received by
shareholders of the prospective portfolio company as a result of the contemplated transaction; or fails
adequately to recognize the possibility that the oÅer or proposal may be replaced or superseded by an oÅer
or proposal of greater value. The evaluation of such contingencies requires unusually broad knowledge and
experience on the part of the Adviser which must appraise not only the value of the issuer and its
component businesses as well as the assets or securities to be received as a result of the contemplated
transaction but also the Ñnancial resources and business motivation of the oÅer and/or the dynamics and
business climate when the oÅer or proposal is in process. Since such investments are ordinarily short-term
in nature, they will tend to increase the turnover ratio of the Fund, thereby increasing its brokerage and
other transaction expenses. The Adviser intends to select investments of the type described which, in its
view, have a reasonable prospect of capital appreciation which is signiÑcant in relation to both risk
involved and the potential of available alternative investments.

Warrants and Rights. The Fund may invest in warrants or rights (including those acquired in units
or attached to other securities) that entitle the holder to buy equity securities at a speciÑc price for a
speciÑc period of time but will do so only if such equity securities are deemed appropriate by the Adviser
for inclusion in the Fund's portfolio.

Asset-Backed and Mortgage-Backed Securities. The Fund may invest in asset-backed and mortgage-
backed securities. Mortgage-backed securities represents ownership of an undivided interest in a pool of
mortgages. Aggregate principal and interest payments received from the pool are used to pay principal and
interest on a mortgage-backed security. Asset-backed securities are similar to mortgage-backed securities
except they represent ownership in a pool of notes or receivables on assets other than real estate, such as
loans, leases, credit card receivables or royalties. The Fund does not currently anticipate investments in
mortgage or asset-backed securities constituting a substantial part of its investment portfolio, but the Fund
may invest in such securities if deemed appropriate by the Adviser.
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Other Derivative Instruments

Options on Securities Indices. The Fund may purchase and sell securities index options. One eÅect
of such transactions may be to hedge all or part of the Fund's securities holdings against a general decline
in the securities market or a segment of the securities market. Options on securities indices are similar to
options on stocks except that, rather than the right to take or make delivery of stock at a speciÑed price,
an option on a securities index gives the holder the right to receive, upon exercise of the option, an
amount of cash if the closing level of the securities index upon which the option is based is greater than,
in the case of a call, or less than, in the case of a put, the exercise price of the option.

The Fund's successful use of options on indices depends upon its ability to predict the direction of the
market and is subject to various additional risks. The correlation between movements in the index and the
price of the securities being hedged against is imperfect and the risk from imperfect correlation increases
as the composition of the Fund diverges from the composition of the relevant index. Accordingly, a
decrease in the value of the securities being hedged against may not be wholly oÅset by a gain on the
exercise or sale of a securities index put option held by the Fund.

Futures Contracts and Options on Futures. The Fund may, without limit, enter into futures contracts
or options on futures contracts. It is anticipated that these investments, if any, will be made by the Fund
primarily for the purpose of hedging against changes in the value of its portfolio securities and in the value
of securities it intends to purchase. Such investments will only be made if they are economically
appropriate to the reduction of risks involved in the management of the Fund. In this regard, the Fund
may enter into futures contracts or options on futures for the purchase or sale of securities indices or other
Ñnancial instruments including but not limited to U.S. government securities.

A ""sale'' of a futures contract (or a ""short'' futures position) means the assumption of a contractual
obligation to deliver the securities underlying the contract at a speciÑed price at a speciÑed future time. A
""purchase'' of a futures contract (or a ""long'' futures position) means the assumption of a contractual
obligation to acquire the securities underlying the contract at a speciÑed price at a speciÑed future time.
Certain futures contracts, including stock and bond index futures, are settled on a net cash payment basis
rather than by the sale and delivery of the securities underlying the futures contracts.

No consideration will be paid or received by the Fund upon the purchase or sale of a futures contract.
Initially, the Fund will be required to deposit with the broker an amount of cash or cash equivalents equal
to approximately 1% to 10% of the contract amount (this amount is subject to change by the exchange or
board of trade on which the contract is traded and brokers or members of such board of trade may charge
a higher amount). This amount is known as the ""initial margin'' and is in the nature of a performance
bond or good faith deposit on the contract. Subsequent payments, known as ""variation margin,'' to and
from the broker will be made daily as the price of the index or security underlying the futures contract
Öuctuates. At any time prior to the expiration of the futures contract, the Fund may elect to close the
position by taking an opposite position, which will operate to terminate its existing position in the contract.

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

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

In the event the Fund sells a put option or enters into long futures contracts, under current
interpretations of the Investment Company Act of 1940, as amended (the ""1940 Act''), an amount of cash
or liquid securities equal to the market value of the contract must be deposited and maintained in a
segregated account with the custodian of the Fund to collateralize the positions, in order for the Fund to
avoid being treated as having issued a senior security in the amount of its obligations. For short positions
in futures contracts and sales of call options, the Fund may establish a segregated account (not with a
futures commission merchant or broker) with cash or liquid securities that, when added to amounts
deposited with a futures commission merchant or a broker as margin, equal the market value of the
instruments or currency underlying the futures contracts or call options, respectively (but are no less than
the stock price of the call option or the market price at which the short positions were established).

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

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

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

Interest Rate Futures Contracts and Options Thereon. The Fund may purchase or sell interest rate
futures contracts to take advantage of or to protect the Fund against Öuctuations in interest rates aÅecting
the value of debt securities that the Fund holds or intends to acquire. For example, if interest rates are
expected to increase, the Fund might sell futures contracts on debt securities, the values of which
historically have a high degree of positive correlation to the values of the Fund's portfolio securities. Such
a sale would have an eÅect similar to selling an equivalent value of the Fund's portfolio securities. If
interest rates increase, the value of the Fund's portfolio securities will decline, but the value of the futures
contracts to the Fund will increase at approximately an equivalent rate thereby keeping the net asset value
of the Fund from declining as much as it otherwise would have. The Fund could accomplish similar results
by selling debt securities with longer maturities and investing in debt securities with shorter maturities
when interest rates are expected to increase. However, since the futures market may be more liquid than
the cash market, the use of futures contracts as a risk management technique allows the Fund to maintain
a defensive position without having to sell its portfolio securities.
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Similarly, the Fund may purchase interest rate futures contracts when it is expected that interest rates
may decline. The purchase of futures contracts for this purpose constitutes a hedge against increases in the
price of debt securities (caused by declining interest rates) that the Fund intends to acquire. Since
Öuctuations in the value of appropriately selected futures contracts should approximate that of the debt
securities that will be purchased, the Fund can take advantage of the anticipated rise in the cost of the
debt securities without actually buying them. Subsequently, the Fund can make its intended purchase of
the debt securities in the cash market and currently liquidate its futures position. To the extent the Fund
enters into futures contracts for this purpose, it will maintain in a segregated asset account with the Fund's
custodian, assets suÇcient to cover the Fund's obligations with respect to such futures contracts, which
will consist of cash or liquid securities from its portfolio in an amount equal to the diÅerence between the
Öuctuating market value of such futures contracts and the aggregate value of the initial margin deposited
by the Fund with its custodian with respect to such futures contracts.

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

Additional Risks Relating to Derivative Instruments

The Adviser is not registered as a Commodity Pool Operator. The Adviser has claimed an exclusion
from the deÑnition of the term ""commodity pool operator'' under the Commodity Exchange Act.
Accordingly, the Fund's investments in derivative instruments described in the prospectus and this SAI are
not limited by or subject to regulation under the Commodity Exchange Act or otherwise regulated by the
Commodity Futures Trading Commission.

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

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

Additional Risks of Foreign Options, Futures Contracts and Options on Futures Contracts and
Forward Contracts. Options, futures contracts and options thereon and forward contracts on securities
may be traded on foreign exchanges. Such transactions may not be regulated as eÅectively as similar
transactions in the U.S., may not involve a clearing mechanism and related guarantees, and are subject to
the risk of governmental actions aÅecting trading in, or the prices of, foreign securities. The value of such
positions also could be adversely aÅected by (i) other complex foreign political, legal and economic
factors, (ii) lesser availability than in the U.S. of data on which to make trading decisions, (iii) delays in
the Fund's ability to act upon economic events occurring in the foreign markets during non-business hours
in the U.S., (iv) the imposition of diÅerent exercise and settlement terms and procedures and margin
requirements than in the U.S. and (v) lesser trading volume.

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

Loans of Portfolio Securities

Consistent with applicable regulatory requirements and the Fund's investment restrictions, the Fund
may lend its portfolio securities to securities broker-dealers or Ñnancial institutions, provided that such
loans are callable at any time by the Fund (subject to notice provisions described below), and are at all
times secured by cash or cash equivalents, which are maintained in a segregated account pursuant to
applicable regulations and that are at least equal to the market value, determined daily, of the loaned
securities. The advantage of such loans is that the Fund continues to receive the income on the loaned
securities while at the same time earns interest on the cash amounts deposited as collateral, which will be
invested in short-term obligations. The Fund will not lend its portfolio securities if such loans are not
permitted by the laws or regulations of any state in which its shares are qualiÑed for sale. The Fund's
loans of portfolio securities will be collateralized in accordance with applicable regulatory requirements and
no loan will cause the value of all loaned securities to exceed 33% of the value of the Fund's total assets.

A loan may generally be terminated by the borrower on one business day notice, or by the Fund on
Ñve business days notice. If the borrower fails to deliver the loaned securities within Ñve days after receipt
of notice, the Fund could use the collateral to replace the securities while holding the borrower liable for
any excess of replacement cost over collateral. As with any extensions of credit, there are risks of delay in
recovery and in some cases even loss of rights in the collateral should the borrower of the securities fail
Ñnancially. However, these loans of portfolio securities will only be made to Ñrms deemed by the Fund's
management to be creditworthy and when the income that can be earned from such loans justiÑes the
attendant risks. The board of trustees of the Fund (the ""Board of Trustees'' or the ""Board'') will oversee
the creditworthiness of the contracting parties on an ongoing basis. Upon termination of the loan, the
borrower is required to return the securities to the Fund. Any gain or loss in the market price during the
loan period would inure to the Fund. The risks associated with loans of portfolio securities are substantially
similar to those associated with repurchase agreements. Thus, if the counterparty to the loan petitions for
bankruptcy or becomes subject to the United States Bankruptcy Code, the law regarding the rights of the
Fund is unsettled. As a result, under extreme circumstances, there may be a restriction on the Fund's
ability to sell the collateral and the Fund would suÅer a loss. When voting or consent rights that
accompany loaned securities pass to the borrower, the Fund will follow the policy of calling the loaned
securities, to be delivered within one day after notice, to permit the exercise of such rights if the matters
involved would have a material eÅect on the Fund's investment in such loaned securities. The Fund will
pay reasonable Ñnder's, administrative and custodial fees in connection with a loan of its securities.
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INVESTMENT RESTRICTIONS

The Fund operates under the following restrictions that constitute fundamental policies that, except as
otherwise noted, cannot be changed without the aÇrmative vote of the holders of a majority of the
outstanding voting securities of the Fund voting together as a single class, which is deÑned by the 1940
Act as the lesser of (i) 67% or more of the Fund's voting securities present at a meeting, if the holders of
more than 50% of the Fund's outstanding voting securities are present or represented by proxy; or
(ii) more than 50% of the Fund's outstanding voting securities. Except as otherwise noted, all percentage
limitations set forth below apply immediately after a purchase or initial investment and any subsequent
change in any applicable percentage resulting from market Öuctuations does not require any action. These
restrictions provide that the Fund shall not:

1. Issue senior securities nor borrow money, except the Fund may issue senior securities or borrow
money to the extent permitted by applicable law.

2. Act as an underwriter of securities issued by others, except to the extent that, in connection with
the disposition of portfolio securities, it may be deemed to be an underwriter under applicable securities
laws.

3. Invest in any security if, as a result, 25% or more of the value of the Fund's total assets, taken at
market value at the time of each investment, are in the securities of issuers in any particular industry or
group of related industries (as such terms are deÑned by the Fund's Board of Trustees) except
(a) excluding securities issued or guaranteed by the U.S. government and its agencies and instrumentali-
ties or tax-exempt securities of state and municipal governments or their political subdivisions, (b) when
the Fund has taken a temporary defensive position, or (c) as otherwise permitted by applicable law.

4. Purchase or sell real estate except that the Fund may: (a) acquire or lease oÇce space for its
own use, (b) invest in securities of issuers that invest in real estate or interests therein or that are engaged
in or operate in the real estate industry, (c) invest in securities that are secured by real estate or interests
therein, (d) purchase and sell mortgage-related securities, (e) hold and sell real estate acquired by the
Fund as a result of the ownership of securities and (f) as otherwise permitted by applicable law.

5. Purchase or sell physical commodities unless acquired as a result of ownership of securities or
other instruments; provided that this restriction shall not prohibit the Fund from purchasing or selling
options, futures contracts and related options thereon, forward contracts, swaps, caps, Öoors, collars and
any other Ñnancial instruments or from investing in securities or other instruments backed by physical
commodities or as otherwise permitted by applicable law.

6. Make loans of money or property to any person, except (a) to the extent that securities or
interests in which the Fund may invest are considered to be loans, (b) through the loan of portfolio
securities in an amount up to 33% of the Fund's total assets, (c) by engaging in repurchase agreements or
(d) as may otherwise be permitted by applicable law.

7. Invest in a manner inconsistent with its classiÑcation as a ""diversiÑed company'' as provided by
the 1940 Act, the rules and regulations promulgated by the SEC under the 1940 Act or an exemption or
other relief from provisions of the 1940 Act applicable to the Fund.
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MANAGEMENT OF THE FUND

Trustees and OÇcers

Overall responsibility for management and supervision of the Fund rests with its Board of Trustees.
The Board of Trustees approves all signiÑcant agreements between the Fund and the companies that
furnish the Fund with services, including agreements with the Adviser.

The Trustees are divided into three classes. Trustees serve until their successors have been duly
elected.

Following is a list of the names, ages, addresses present positions, length of time served with the
Fund, principal occupations during the past Ñve years and other directorships held by the trustee.

Independent Trustees:

Number of
Portfolios in the
Fund Complex

Name (and Age) and Position Held Term of OÇce and Principal Occupation Overseen by Other Directorships
Business Address(1) with the Fund Length of Time Served During Past Five Years Trustee(2) Held by Trustee

Philip E. Blake Trustee Trustee since 2005 Retired investor; 13 Director, Madison
550 Science Drive managing partner of Newspapers, Inc.,
Madison, Wisconsin Forecastle, Inc. Nerites, Inc. and
53711 (200-present. Formerly, US Bank-Madison;
Born 11/07/1944 publisher of Wisconsin Trustee, Madison/

State Journal newspaper. Claymore Covered Call
Fund.

James R. ImhoÅ, Jr. Trustee Trustee since 2005 Chairman and CEO of 13 Director, Park Bank;
550 Science Drive First Weber Group, Inc. Trustee, Madison/
Madison, Wisconsin (Real estate broker). Claymore Covered Call
53711 Fund.
Born: 05/20/1944

Lorence D. Wheeler Trustee Trustee since 2005 Retired investor. 13 Director, Grand
550 Science Drive Formerly, Pension Mountain Bank, FSB;
Madison, Wisconsin Specialist for CUNA Trustee, Madison/
53711 Mutual Group Claymore Covered Call
Born: 01/31/1938 (Insurance) and Fund.

President of Credit
Union BeneÑts Services,
Inc. (a provider of
retirement plans and
related services for credit
union employees
nationwide).

Interested Trustees:

Number of
Portfolios in the
Fund Complex

Position Held Term of OÇce and Principal Occupation Overseen by Other Directorships
Name, Address and Age(1) with the Fund Length of Time Served During Past Five Years Trustee(2) Held by Trustee

Frank E. Burgess* Trustee and Trustee since 2005 Founder, President and 13 Director, Capitol
550 Science Drive Vice President Director of Madison Bank, Madison,
Madison, Wisconsin Investment Advisors, Inc. Wisconsin; Director,
53711 Outrider Foundation,
Born: 08/04/1942 Madison, Wisconsin;

Trustee, Madison/
Claymore Covered
Call Fund.

* Mr. Burgess is an interested trustee because of his position as an employee and oÇcer of the Adviser.

(1) After a trustee's initial term, each trustee is expected to serve a three year term concurrent with the
class of trustees for which he serves.
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‚ Mr. Blake, as a Class I trustee, is expected to stand for re-election at the Fund's 2006 annual
meeting of shareholders.

‚ Mr. ImhoÅ, as a Class II trustee, is expected to stand for re-election at the Fund's 2007 annual
meeting of shareholders.

‚ Mr. Wheeler and Mr. Burgess, as Class III trustees, are expected to stand for re-election at the
Fund's 2008 annual meeting of shareholders.

(2) As of the date of this SAI, the ""fund complex'' includes the Fund and the 12 open-end investment
companies of the Mosaic family of funds.

OÇcers:

Name, Address and Age Position Principal Occupation During the Past Five Years

Katherine L. Frank President Principal and Vice President of Madison Investment Advisors, Inc.
550 Science Drive and President of Madison Mosaic, LLC. Trustee and President of
Madison, Wisconsin funds in the Mosaic family of funds.
53711
Born: 11/27/1960

Greg Hoppe Chief Financial OÇcer Vice President of Madison Mosaic, LLC. Chief Financial OÇcer of
550 Science Drive and Treasurer funds in the Mosaic family of funds.
Madison, Wisconsin
53711
Born: 04/28/1969

W. Richard Mason Secretary, General Principal of Mosaic Funds Distributor, LLC; General Counsel for
8777 N. Ganley Center Counsel and Chief Madison Investment Advisors, Madison Scottsdale, LLC and
Drive #220 Compliance OÇcer Madison Mosaic, LLC. Secretary, General Counsel and Chief
Scottsdale, Arizona 85258 Compliance OÇcer of funds in the Mosaic family of funds.
Born: 05/13/1960

Jay Sekelsky Vice President Principal and Vice President of Madison Investment Advisors, Inc.
550 Science Drive and President of Madison Mosaic, LLC. Vice President of funds in
Madison, Wisconsin the Mosaic family of funds.
53711
Born: 09/14/1959

Ray DiBernardo Vice President Vice President of Madison Investment Advisors, Inc. (2003-Present).
550 Science Drive Previously, Vice President of Concord Trust Company (2000-2003)
Madison, Wisconsin and Vice President of McDonald Investments (1995-2000).
53711
Born: 08/05/1962

Board Committees

Nominating and Governance Committee. Messrs. Blake, ImhoÅ and Wheeler, who are not
""interested persons'' of the Fund, as deÑned in the 1940 Act, serve on the Fund's Nominating and
Governance Committee. The Nominating and Governance Committee is responsible for recommending
qualiÑed candidates to the Board in the event that a position is vacated or created. The Nominating and
Governance Committee would consider recommendations by shareholders if a vacancy were to exist. Such
recommendations should be forwarded to the Secretary of the Fund. The Fund does not have a standing
compensation com

Audit Committee. Messrs. lake, ImhoÅ and Wheeler, who are not ""interested persons'' of the Fund,
as deÑned in the 1940 Act, serve on the Fund's Audit Committee. The Audit Committee is generally
responsible for reviewing and evaluating issues related to the accounting and Ñnancial reporting policies
and internal controls of the Fund and, as appropriate, the internal controls of certain service providers,
overseeing the quality and objectivity of the Fund's Ñnancial statements and the audit thereof and acting as
a liaison between the Board of Trustees and the Fund's independent accountants.
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Remuneration Of Trustees And OÇcers

The Fund pays each trustee who is not aÇliated with the Adviser or its aÇliates a fee of $3,750 per
Board meeting and pays an additional $500 per meeting to the Chairman of the Board, together with each
trustee's actual out-of-pocket expenses relating to attendance at such meetings.

Because the Fund is newly organized, it did not pay any compensation to its Trustees or OÇcers
during the Fund's Ñscal year ended December 31, 2004. OÇcers who are employed by the Adviser receive
no compensation or expense reimbursement from the Fund.

The table below shows the estimated compensation that is contemplated to be paid to trustees for the
Fund's Ñscal year ended December 31, 2005.

Pension or Total
Aggregate Retirement Compensation
Estimated BeneÑts Accrued from the Fund and

Compensation as Part of Fund Fund Complex
Name (1) from the Fund Expenses(2) Paid to Trustee(3)

Philip E. Blake ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $15,000 None $30,000

James R. ImhoÅ, Jr. ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $15,000 None $30,000

Lorence D. WheelerÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $15,000 None $30,000

(1) Trustees not entitled to compensation are not included in the table.

(2) The Fund does not accrue or pay retirement or pension beneÑts to trustees as of the date of this SAI.

(3) As of the date of this SAI, there are thirteen funds, including the Fund, in the ""fund complex.''

Trustee Ownership of Securities

The following table shows the dollar range of equity securities beneÑcially owned by each Trustee in
the Fund and all Funds in the Family of Investment Companies overseen by the Trustee as of
December 31, 2004.

Dollar Range of Equity Securities in All
Dollar Range of Registered Investment Companies
Equity Securities Overseen by Director in Family of

Name in Fund Investment Companies (1)

Philip E. Blake ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ None None

Frank E. Burgess(2) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ None None

James R. ImhoÅ, Jr. ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ None None

Lorence D. WheelerÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ None None

(1) As of December 31, 2004, there were no funds other than the Fund in the Family of Investment
Companies.

(2) Prior to the public oÅering of Common Shares, Mr. Burgess purchased Common Shares from the
Fund. As of the date of this SAI, Mr. Burgess owns equity securities of the Fund in the following
dollar range: Over $100,000.

As of December 31, 2004, no trustee who is not an interested person of the Fund owns beneÑcially or
of record any security of the Adviser or any person (other than a registered investment company) directly
or indirectly controlling, controlled by or under common control with the Advisor.

IndemniÑcation of OÇcers and Trustees; Limitations on Liability

The governing documents of the Fund provide that the Fund will indemnify its trustees and oÇcers
and may indemnify its employees or agents against liabilities and expenses incurred in connection with
litigation in which they may be involved because of their positions with the Fund, to the fullest extent
permitted by law. However, nothing in the governing documents of the Fund protects or indemniÑes a
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trustee, oÇcer, employee or agent of the Fund against any liability to which such person would otherwise
be subject in the event of such person's willful misfeasance, bad faith, gross negligence or reckless
disregard of the duties involved in the conduct of his or her position.

Portfolio Management

The Fund will be managed by two teams of investment professionals. The equity team, which provides
research and analysis regarding the common stocks in the Fund's portfolio will be lead by Jay Sekelsky,
Managing Director and Senior Portfolio Manager of the Adviser. The option strategy team, which manages
the portfolio's trading and makes options strategy decisions, will be lead by Frank Burgess, CEO and
founder of the Adviser.

Other Accounts Managed by the Portfolio Manager

Jay Sekelsky. As of the end of the Fund's most recent Ñscal year, Mr. Sekelsky managed
4 registered investment companies with $311 million in assets, no other pooled investment vehicles,
and 395 separately managed client accounts with $771 million in assets and 22 wrap account sub-
advisory relationships involving 3 model composites with $2,550 million in assets.

Frank Burgess. As of the end of the Fund's most recent Ñscal year, Mr. Burgess managed
2 registered investment companies with $285 million in assets and 1 other pooled investment vehicle
with $4.5 million in assets.

Potential ConÖicts of Interest

Jay Sekelsky. The Adviser has identiÑed no material conÖicts of interest that may arise in the
portfolio manager's management of the Fund's investments and investments in other accounts.

Frank Burgess. As of the end of the Fund's most recent Ñscal year, the manager also managed a
hedge fund that contained a performance-based fee payable to Madison Investment Advisors, Inc.
However, as of the date of this SAI, the fund had ceased operating as a pooled investment vehicle.
Furthermore, prior to cessation of operations as a hedge fund in 2005, the Board of Trustees of the
Adviser had adopted procedures to address potential conÖicts of interest by requiring that such fund
be treated as an ""Access Person'' of the Fund, subject to the Fund's Code of Ethics as if it were an
employee.

Portfolio Manager Compensation

Jay Sekelsky. Compensation of the portfolio manager is based on the entire employment
relationship, not based on the performance of any single account or type of account. The Adviser
believes that investment professionals should receive compensation for the performance of client
accounts, their individual eÅort, and the overall proÑtability of the Ñrm. As such, investment
professionals receive a base salary, as well as a merit bonus based on eÅort expended. In addition, an
incentive bonus is paid based on the attainment of certain goals and objectives in the portfolio
management process. The portfolio manager also participates in the overall proÑtability of the Ñrm
through his individual ownership in the Ñrm. The Adviser also oÅers an Employee Stock Ownership
Plan (ESOP) in which all employees are eligible to participate in after one year of employment. All
the members of the Adviser's portfolio management teams have signiÑcant investments in either the
Ñrm or the Mosaic Fund accounts that are managed with the same general style and philosophy as
the Adviser's individual client accounts. The Adviser believes that the portfolio manager's goals are
aligned with those of long-term investors, recognizing client goals to outperform over the long-term,
rather than focused on short-term performance contests.

In addition to Ñxed compensation, the portfolio manager also participates in an incentive
compensation pool shared by the members of the Ñrm's equity management team that is based on the
performance of the Ñrm's Core and Mid-Cap Equity composites measured against the S&P 500 and
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the S&P Mid-Cap indices, respectively, as benchmarks. All Ñrm equity accounts, including mutual
funds, regardless of whether they are included in such composites, are managed with the same general
investment philosophy, approach and applicable allocations, quality and other portfolio characteristics.
Compensation of the portfolio manager is based on the entire employment relationship, not based on
the performance of any single account or type of account. The Adviser believes that investment
professionals should receive compensation for the performance of client accounts, individual eÅorts,
and the overall proÑtability of the Ñrm. As such, investment professionals receive a base salary, as
well as a merit bonus based on eÅort expended. In addition, an incentive bonus is paid based on the
attainment of certain goals and objectives in the portfolio management process. The portfolio manager
is a controlling shareholder of the Adviser and participates in the overall proÑtability of the Ñrm
through his individual ownership in the Ñrm. The Adviser also oÅers an Employee Stock Ownership
Plan (ESOP) in which all employees are eligible to participate in after one year of employment. All
the members of the Adviser's portfolio management teams have signiÑcant investments in either the
Ñrm or the Mosaic Fund accounts that are managed with the same general style and philosophy as
the Adviser's individual client accounts. The Adviser believes that the portfolio manager's goals are
aligned with those of long-term investors, recognizing client goals to outperform over the long-term,
rather than focused on short-term performance contests.

Securities Ownership of the Portfolio Manager

Jay Sekelsky. As the Fund is newly organized, the portfolio managed owned no shares of the Fund
as of the end of the Fund's most recent Ñscal year.

Frank Burgess. As the Fund is newly organized, the portfolio manager owned no shares of the Fund
as of the end of the Fund's most recent Ñscal year. Prior to the public oÅering of Common Shares,
Mr. Burgess purchased Common Shares from the Fund. As of the date of this SAI, Mr. Burgess
owns equity securities of the Fund in the following dollar range: Over $100,000.

Other Members of the Portfolio Management Teams. The portfolio management teams led by
Mr. Sekelsky and Mr. Burgess include the following personnel of the Adviser:

Ray DiBernardo. Mr. DiBernardo, Vice President of the Adviser, brings over 15 years of equity
management expertise to his role on the portfolio management team Prior to joining Madison in 2003,
he was an equity analyst at Concord Trust in Chicago, and before that, an equity analyst and co-
manager of numerous international and emerging market mutual funds at a Toronto based
international equity Ñrm. Mr. DiBernardo holds a BA from the University of Western Ontario and is
a CFA charterholder.

Richard Eisinger. Mr. Eisinger, Vice President of the Adviser, is a senior member of the equity
management team with and has primary responsibilities on mid-cap portfolios. He holds a law degree
from the University of Louisville and an MBA in Ñnance from Cornell University's Johnson School of
Management. Prior to joining Madison Investment Advisors, Mr. Eisinger worked in the equity
research department at Piper Capital Management in Minneapolis and as an investment manager for
Spectrum Advisors.

David Halford. Mr. Halford, Vice President of the Adviser, is a member of the Ñrm's equity
management team, specializing in technology and telecommunications stocks. Prior to joining
Madison in 2000, he was an equity portfolio manager for the Wisconsin Alumni Research Foundation
and before that, with Firstar Investment Research and Management. Mr. Halford is a CPA and is a
CFA charterholder.

Matthew Hayner. Mr. Hayner, Vice President of the Adviser, serves as an equity analyst.
Mr. Hayner graduated with honors from Eastern Illinois University in 1995 with a BS in chemistry,
and from the University of St. Thomas in 2001 with an MBA in Ñnance. Prior to joining Madison in
2002, he worked with the Valspar Corporation as a product development chemist and Ñnancial analyst
in the information systems group.
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Stephen Share. Mr. Share, Vice President of the Adviser, serves as an equity analyst. Previously,
Mr. Share was an investment analyst with the University of Wisconsin Foundation. He has also
served as a research analyst for Ark Asset Management in New York and First Chicago NBD
Investment Management Company in Detroit. He holds MS and BBA degrees from the University of
Wisconsin-Madison and has earned the CFA designation.

The Advisory Agreement

Madison Asset Management, LLC, acts as the Fund's investment adviser pursuant to an investment
advisory agreement (the ""Advisory Agreement'') with the Fund. The Adviser is a Wisconsin limited
liability company with principal oÇces at 550 Science Drive, Madison, Wisconsin 5371. The Adviser acts
as investment sub-adviser to one other closed-end fund, with similar investment objectives, policies and
strategies. The Adviser also operates through its subsidiaries, Madison Scottsdale, LC in Scottsdale,
Arizona and Concord Asset Management, LLC in Chicago, Illinois and manages investment companies in
the Mosaic family of twelve mutual funds. The Adviser is an independent company that is owned by 26 of
its oÇcers and employees and an ESOP.

The Adviser acts as investment adviser for one other closed-end investment company, individuals,
corporations, pension funds, endowments, insurance companies and mutual funds with assets under
management exceeding $10.8 billion as of December 31, 2004.

Under the terms of the Advisory Agreement, the Adviser manages the portfolio of the Fund in
accordance with its stated investment objectives and policies, makes investment decisions for the Fund,
places orders to purchase and sell securities on behalf of the Fund, subject to the supervision and direction
of the Fund's Board of Trustees. The Adviser oversees the administration of all aspects of the Fund's
business and aÅairs and provides, or arranges for others to provide, at the Adviser's expense, certain
enumerated services, including maintaining the Fund's books and records, preparing reports to the Fund's
shareholders and supervising the calculation of the net asset value of its shares. All expenses of computing
the net asset value of the Fund, including any equipment or services obtained solely for the purpose of
pricing shares or valuing its investment portfolio, will be an expense of the Fund under its Advisory
Agreement unless the Adviser voluntarily assumes responsibility for such expense.

The Advisory Agreement combines investment advisory and certain administrative responsibilities in
one agreement. For services rendered by the Adviser on behalf of the Fund under the Advisory
Agreement, the Fund has agreed to pay the Adviser an annual advisory fee, payable on a monthly basis,
according to the following schedule:

Average Daily Managed Assets Advisory Fee

Up to $500 million ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 0.80%

Over $500 millionÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 0.60%

""Managed Assets'' of the Fund means the total assets of the Fund, including assets attributable to the
proceeds from any Ñnancial leverage, minus liabilities, other than liabilities related to any Ñnancial
leverage.

Pursuant to its terms, the Advisory Agreement will remain in eÅect until April 26, 2007, and from
year to year thereafter if approved annually (i) by the Fund's Board of Trustees or by the holders of a
majority of its outstanding voting securities and (ii) by a majority of the trustees who are not ""interested
persons'' (as deÑned in the 1940 Act) of any party to the Advisory Agreement, by vote cast in person at a
meeting called for the purpose of voting on such approval. The Advisory Agreement terminates
automatically on its assignment and may be terminated without penalty on 60 days written notice at the
option of either party thereto or by a vote of a majority (as deÑned in the 1940 Act) of the Fund's
outstanding shares.

The Advisory Agreement provides that in the absence of misfeasance, bad faith, gross negligence or
reckless disregard of its duties thereunder, the Adviser is not liable for any action any loss incurred by the
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Fund nor for any action taken, suÅered or omitted and believed by the Adviser to be advisable or within
the scope of its authority or discretion.

Pursuant to the Advisory Agreement, the Fund has agreed that the Advisor has retained the rights to
the name ""Madison Strategic Sector Premium Fund.'' The Trust, however, has the exclusive right to the
use of the name ""Madison Strategic Sector Premium Fund,'' although the Fund's rights to the use of the
word ""Madison'' is be non-exclusive, for the duration of the Advisory Agreement, except that the Advisor
may withdraw such rights from the Fund at any time, eÅective immediately or at a time speciÑed, upon
written notice to the Fund.

Approval of the Advisory Agreement

In approving the Advisory Agreement, the Fund's Board of Trustees, including the non-interested
Trustees, considered in general the nature, quality and scope of the services to be provided by the Adviser.
The Board of Trustees, including the non-interested Trustees, met with representatives of the Adviser, who
described the Fund's investment objective and policies and discussed the Fund's model portfolio, The
Board of Trustees discussed with representatives of the Adviser the operations of the Adviser and the
background, experience and expertise of key personnel of the Adviser.

Nature, Extent and Quality of Services. The Board of Trustees reviewed the experience of the
Adviser and its aÇliates as sub-adviser to another closed-end investment company with a similar
investment strategy, as adviser to open-end investment companies and as adviser to other accounts with
similar investment strategies. The Board of Trustees reviewed the Adviser's Form ADV and latest Ñnancial
information. The Board of Trustees considered the biographies and tenure of personnel of the Adviser who
will be responsible for managing the Fund's portfolio and providing other services to the Fund. The Board
discussed with portfolio management personally the investment philosophies and the strategies of the Fund.
In light of the services to be provided and the experience and expertise of the personnel performing such
services, the Board of Trustees concluded that the Adviser's personnel are well qualiÑed to provide
portfolio management and other services to the Fund.

Performance Comparisons. While the Fund is newly organized and does not have performance
information, the Board of Trustees considered performance projections based on a model portfolio,
performance of accounts of the Adviser which employ similar investment strategies and the performance of
other comparable closed-end investment companies. The Board of Trustees also considered the appropriate
performance benchmarks against which to judge the performance of the Fund.

Fee Comparisons. Prior to approving the Advisory Agreement, the a Board of Trustees considered
materials prepared by the Adviser regarding the comparability of the proposed advisory fee with the fees of
similar investment companies. The Board of Trustees considered the advisory fees of four other closed-end
funds with investment objectives and strategies similar to the Fund. The Board of Trustees also considered
information regarding the other expenses, total expense rations, assets and inception dates for these
comparable funds. The Board of Trustees considered this information in comparison with the proposed
advisory fee and estimated total expense ratio of the Fund. The Board of Trustees, after reviewing the
totality of the information presented concluded that the proposed advisory fee is fair and reasonable.

Other Cost and ProÑt Considerations. The Board of Trustees also considered the costs to the Adviser
of providing services to the Fund, the proÑts to be realized by the Adviser from the Fund and potential
economies of scale to be realized to the Adviser, and the extent to which the Fund may beneÑt from such
economies of scale. In light of the costs to the Adviser and proÑts to be realized by the Adviser in
connection with providing services to the Fund, the Board of concluded that the proposed advisory fee is
fair and reasonable.

Conclusions. The Board of Trustees, after reviewing the totality of the information presented,
including the information set forth above and other information considered by the Board of Trustees,
concluded that the proposed advisory fee is fair and reasonable for the Fund and that the Advisory
Agreement is in the best interests of the Fund and its shareholders.

13



The Trustees who are not interested persons of the Adviser met separately with their independent
counsel to discuss their responsibilities as Trustees of the Fund in general and speciÑcally with respect to
approval of the investment advisory agreement. The non-interested Trustees discussed the proposed
advisory fee, total expenses to the Fund, the personnel, experience and expertise of portfolio management
and other personnel of the Adviser and the services to be provided to the Fund. Based on this review, the
non-interested Trustees concluded that the proposed advisory fee is fair and reasonable for the Fund and
that the Advisory Agreement is in the best interests of the Fund and its shareholders.

PORTFOLIO TRANSACTIONS

Subject to policies established by the Board of Trustees of the Fund, the Adviser is responsible for
placing purchase and sale orders and the allocation of brokerage on behalf of the Fund. Transactions in
equity securities are in most cases eÅected on U.S. stock exchanges and involve the payment of negotiated
brokerage commissions. In general, there may be no stated commission in the case of securities traded in
over-the-counter markets, but the prices of those securities may include undisclosed commissions or mark-
ups. Principal transactions are not entered into with aÇliates of the Fund. The Fund has no obligations to
deal with any broker or group of brokers in executing transactions in portfolio securities. In executing
transactions, the Adviser seeks to obtain the best price and execution for the Fund, taking into account
such factors as price, size of order, diÇculty of execution and operational facilities of the Ñrm involved and
the Ñrm's risk in positioning a block of securities. While the Adviser generally seeks reasonably
competitive commission rates, the Fund does not necessarily pay the lowest commission available.

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

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

PORTFOLIO TURNOVER

Portfolio turnover rate is calculated by dividing the lesser of an investment company's annual sales or
purchases of portfolio securities by the monthly average value of securities in its portfolio during the year,
excluding portfolio securities the maturities of which at the time of acquisition were one year or less. A
high rate of portfolio turnover involves correspondingly greater brokerage commission expense than a lower
rate, which expense must be borne by the Fund and indirectly by its shareholders. A higher rate of
portfolio turnover may also result in taxable gains being passed to shareholders sooner than would
otherwise be the case. Although the Fund cannot accurately predict its portfolio turnover rate, under
normal market conditions it expects to maintain relatively low core turnover of its stock portfolio, not
considering purchases and sales of stock and options in connection with the Fund's options program. On an
overall basis, the Fund's annual turnover rate may exceed 100%.
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TAXATION

The following discussion summarizes certain U.S. federal income tax considerations aÅecting the
Fund and the purchase, ownership and disposition of the Fund's Common Shares. This discussion assumes
you are a U.S. person and that you hold your Common Shares as capital assets. This discussion is based
upon current provisions of the Internal Revenue Code of 1986, as amended (the ""Code''), the regulations
promulgated thereunder and judicial and administrative authorities, all of which are subject to change or
diÅering interpretations by the courts or the Internal Revenue Service (the ""IRS''), possibly with
retroactive eÅect. No attempt is made to present a detailed explanation of all U.S. federal tax concerns
aÅecting the Fund and its shareholders (including shareholders owning large positions in the Fund).

The discussions set forth herein and in the Prospectus do not constitute tax advice and potential
investors are urged to consult their own tax advisers to determine the speciÑc U.S. federal, state, local
and foreign tax consequences to them of investing in the Fund.

Taxation of the Fund

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

(i) The Fund must derive in each taxable year at least 90% of its gross income from the following
sources: (a) dividends, interest (including tax-exempt interest), payments with respect to certain
securities loans, and gains from the sale or other disposition of stock, securities or foreign
currencies, or other income (including but not limited to gain from options, futures and forward
contracts) derived with respect to its business of investing in such stock, securities or foreign
currencies; and (b) interests in ""qualiÑed publicly traded partnerships'' (as deÑned in the Code).

(ii) The Fund must diversify its holdings so that, at the end of each quarter of each taxable year
(a) at least 50% of the market value of the Fund's total assets is represented by cash and cash
items, U.S. government securities, the securities of other regulated investment companies and
other securities, with such other securities limited, in respect of any one issuer, to an amount not
greater than 5% of the value of the Fund's total assets and not more than 10% of the outstanding
voting securities of such issuer and (b) not more than 25% of the market value of the Fund's
total assets is invested in the securities (other than U.S. government securities and the securities
of other regulated investment companies) of (I) any one issuer, (II) any two or more issuers
that the Fund controls and that are determined to be engaged in the same business or similar or
related trades or businesses or (III) any one or more ""qualiÑed publicly traded partnerships'' (as
deÑned in the Code).

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

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

If for any taxable year the Fund does not qualify as a regulated investment company, all of its taxable
income (including its net capital gain) will be subject to tax at regular corporate rates without any
deduction for distributions to shareholders, and such distributions will be taxable to the shareholders as
ordinary dividends to the extent of the Fund's current or accumulated earnings and proÑts. Such dividends,
however, would be eligible (i) to be treated as qualiÑed dividend income in the case of shareholders taxed
as individuals and (ii) for the dividends received deduction in the case of shareholders taxed as
corporations. The Fund could be required to recognize unrealized gains, pay taxes and make distributions
(which could be subject to interest charges) before requalifying for taxation as a regulated investment
company. If the Fund fails to qualify as a regulated investment company in any year, it must pay out its
earnings and proÑts accumulated in that year in order to qualify again as a regulated investment company.
If the Fund failed to qualify as a regulated investment company for a period greater than two taxable
years, the Fund may be required to recognize and pay tax on any net built-in gains with respect to certain
of its assets (i.e., the excess of the aggregate gains, including items of income, over aggregate losses that
would have been realized with respect to such assets if the Fund had been liquidated) or, alternatively, to
elect to be subject to taxation on such built-in gain recognized for a period of ten years, in order to qualify
as a regulated investment company in a subsequent year.

The Fund expects to generate premiums from the writing of call options. The Fund will recognize
short-term capital gains upon the expiration of an option that it has written. If the Fund enters into a
closing transaction, the diÅerence between the amount paid to close out its option position and the
premium received for writing the option will be short-term gain or loss. Transactions involving the
disposition of the Fund's underlying securities (whether pursuant to the exercise of a call option, put
option or otherwise) will give rise to capital gains or losses. Due to the tax treatment of securities on
which call options have been written, it is expected that most of the gains from the sale of the underlying
securities held by the Fund will be short-term capital gains. Because the Fund does not have control over
the exercise of the call options it writes, such exercises or other required sales of the underlying stocks
may force the Fund to realize capital gains or losses at inopportune times.

The Fund's transactions in options are subject to special and complex U.S. federal income tax
provisions that may, among other things, (i) treat dividends that would otherwise constitute qualiÑed
dividend income as non-qualiÑed dividend income, (ii) treat dividends that would otherwise be eligible for
the corporate dividends-received deduction as ineligible for such treatment, (iii) disallow, suspend or
otherwise limit the allowance of certain losses or deductions, (iv) convert lower taxed long-term capital
gain into higher taxed short-term capital gain or ordinary income, (v) convert an ordinary loss or
deduction into a capital loss (the deductibility of which is more limited) and (vi) cause the Fund to
recognize income or gain without a corresponding receipt of cash.

The Fund's investment in so-called ""section 1256 contracts,'' such as regulated futures contracts, most
foreign currency forward contracts traded in the interbank market and options on most stock indices, are
subject to special tax rules. All section 1256 contracts held by the Fund at the end of its taxable year are
required to be marked to their market value, and any unrealized gain or loss on those positions will be
included in the Fund's income as if each position had been sold for its fair market value at the end of the
taxable year. The resulting gain or loss will be combined with any gain or loss realized by the Fund from
positions in section 1256 contracts closed during the taxable year. Provided such positions were held as
capital assets and were not part of a ""hedging transaction'' nor part of a ""straddle,'' 60% of the resulting
net gain or loss will be treated as long-term capital gain or loss, and 40% of such net gain or loss will be
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treated as short-term capital gain or loss, regardless of the period of time the positions were actually held
by the Fund.

The Code contains special ""straddle'' rules that generally apply when a taxpayer holds stock and an
oÅsetting option with respect to such stock or substantially identical stock or securities. In general,
investment positions will be oÅsetting if there is a substantial diminution in the risk of loss from holding
one position by reason of holding one or more other positions. The Fund may enter into certain
investments that constitute positions in a straddle. If two or more positions constitute a straddle,
recognition of a realized loss from one position must be deferred to the extent of unrecognized gain in an
oÅsetting position. In addition, long-term capital gain may be recharacterized as short-term capital gain, or
short-term capital loss as long-term capital loss. Interest and other carrying charges allocable to personal
property that is part of a straddle are not currently deductible but must instead be capitalized. Similarly,
""wash sale'' rules apply to prevent the recognition of loss by the Fund from the disposition of stock or
securities at a loss in a case in which identical or substantially identical stock or securities (or an option to
acquire such property) is or has been acquired within a prescribed period.

The Fund expects that some of the call options it writes on portfolio securities will be ""qualiÑed
covered calls'' that are exempt from the straddle rules. To meet the qualiÑed covered call option
exemption, a stock-plus-covered-call position cannot be part of a larger straddle and must meet a number
of other conditions, including that the option is written more than 30 days prior to expiration and is not
""deep-in-the-money'' as deÑned in the Code.

If the Fund purchases shares in certain foreign investment entities, called passive foreign investment
companies (""PFICs''), the Fund may be subject to U.S. federal income tax on a portion of any ""excess
distribution'' or gain from the disposition of such shares even if such income is distributed as a taxable
dividend by the Fund to the shareholders. Additional charges in the nature of interest may be imposed on
the Fund in respect of deferred taxes arising from such distributions or gains. Elections may be available to
the Fund to mitigate the eÅect of this tax, but such elections generally accelerate the recognition of
income without the receipt of cash. Dividends paid by PFICs will not be qualiÑed dividend income, as
discussed below under ""Taxation of Shareholders.''

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

Taxation of Shareholders

The Fund will determine either to distribute or to retain for reinvestment all or part of its net capital
gain. If any such gain is retained, the Fund will be subject to a corporate income tax (currently at a
maximum rate of 35%) on such retained amount. In that event, the Fund expects to designate the retained
amount as undistributed capital gain in a notice to its shareholders, each of whom (i) will be required to
include in income for U.S. federal tax purposes as long-term capital gain its share of such undistributed
amounts, (ii) will be entitled to credit its proportionate share of the tax paid by the Fund against its
U.S. federal income tax liability and to claim refunds to the extent that the credit exceeds such liability
and (iii) will increase its basis in its Common Shares of the Fund by an amount equal to 65% of the
amount of undistributed capital gain included in such shareholder's gross income.

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

Special rules apply, however, to ordinary income dividends paid to individuals with respect to taxable
years beginning on or before December 31, 2008. If you are an individual, any such ordinary income
dividend that you receive from the Fund generally will be eligible for taxation at the rates applicable to
long-term capital gains (currently at a maximum rate of 15%) to the extent that (i) the ordinary income
dividend is attributable to ""qualiÑed dividend income'' (i.e., generally dividends paid by U.S. corporations
and certain foreign corporations) received by the Fund, (ii) the Fund satisÑes certain holding period and
other requirements with respect to the stock on which such qualiÑed dividend income was paid and
(iii) you satisfy certain holding period and other requirements with respect to your Common Shares.
Ordinary income dividends subject to these special rules are not actually treated as capital gains, however,
and thus will not be included in the computation of your net capital gain and generally cannot be used to
oÅset any capital losses. Although the Fund will invest in stocks that generate qualiÑed dividend income, it
is expected that the Fund's transactions in options may signiÑcantly limit the Fund's ability to pay ordinary
income dividends that are treated as qualiÑed dividend income for the shareholders.

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

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

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

The Fund will send you information after the end of each year setting forth the amount and tax status
of any distributions paid to you by the Fund. Ordinary income dividends and capital gain dividends also
may be subject to state and local taxes. Shareholders are urged to consult their own tax advisers regarding
speciÑc questions about U.S. federal (including the application of the alternative minimum tax rules),
state, local or foreign tax consequences to them of investing in the Fund.

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

Current law taxes both long-term and short-term capital gain of corporations at the rates applicable to
ordinary income. For non-corporate taxpayers, short-term capital gain is currently taxed at rates applicable
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to ordinary income (currently at a maximum of 35%) while long-term capital gain generally is taxed at a
maximum rate of 15%.

Shareholders may be entitled to oÅset their capital gain dividends with capital loss. The Code
contains a number of statutory provisions aÅecting when capital loss may be oÅset against capital gain, and
limiting the use of loss from certain investments and activities. Accordingly, shareholders that have capital
losses are urged to consult their tax advisers.

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

GENERAL INFORMATION

Book-Entry-Only Issuance

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

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

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

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

19



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

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

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

Proxy Voting Policy and Procedures and Proxy Voting Record

The Fund's Proxy Voting Policy and Procedures are included as Appendix B to this Statement of
Additional Information. Information on how the Fund voted proxies relating to portfolio securities during
the most recent twelve-month period ended June 30 is available without charge, upon request, by calling
(800) 767-0300. The information is also available on the SEC's web site at www.sec.gov.

Counsel and Independent Registered Public Accounting Firm

Skadden, Arps, Slate, Meagher & Flom LLP, Chicago, Illinois, is special counsel to the Fund in
connection with the issuance of the Common Shares.

Grant Thornton LLP, serves as the Fund's independent registered public accounting Ñrm and will
annually render an opinion on the Ñnancial statements of the Fund.

Code of Ethics

The Fund and the Adviser each have adopted a code of ethics. The respective codes of ethics set
forth restrictions on the trading activities of trustees/directors, oÇcers and employees of the Fund, the
Adviser and their aÇliates, as applicable. The codes of ethics of the Fund and the Adviser are on Ñle with
the Securities and Exchange Commission and can be reviewed and copied at the Securities and Exchange
Commission's Public Reference Room in Washington, D.C., that information on the operation of the
Public Reference Room may be obtained by calling the Securities and Exchange Commission at 1-202-
942-8090. The codes of ethics are also available on the EDGAR Database on the Securities and Exchange
Commission's Internet site at http://www.sec.gov, and copies of the codes of ethics may be obtained, after
paying a duplicating fee, by electronic request at the following email address: publicinfo@sec.gov, or by
writing the Securities and Exchange Commission's Public Reference Section, Washington, D.C. 20549-
0102.
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Appendix A

RATINGS OF INVESTMENTS

STANDARD & POOR'S CORPORATION

A brief description of the applicable Standard & Poor's Corporation (""S&P'') rating symbols and
their meanings (as published by S&P) follows:

LONG-TERM DEBT

An S&P corporate or municipal debt rating is a current assessment of the creditworthiness of an
obligor with respect to a speciÑc obligation. This assessment may take into consideration obligors such as
guarantors, insurers or lessees. The debt rating is not a recommendation to purchase, sell or hold a
security, inasmuch as it does not comment as to market price or suitability for a particular investor. The
ratings are based on current information furnished by the issuer or obtained by S&P from other sources it
considers reliable. S&P does not perform an audit in connection with any rating and may, on occasion, rely
on unaudited Ñnancial information. The ratings may be changed, suspended or withdrawn as a result of
changes in, or unavailability of, such information, or based on other circumstances. The ratings are based,
in varying degrees, on the following considerations:

1. Likelihood of default Ì capacity and willingness of the obligor as to the timely payment of interest
and repayment of principal in accordance with the terms of the obligation;

2. Nature of and provisions of the obligation; and

3. Protection aÅorded by, and relative position of, the obligation in the event of bankruptcy,
reorganization, or other arrangement under the laws of bankruptcy and other laws aÅecting creditors'
rights.

Investment Grade

AAA Debt rated ""AAA'' has the highest rating assigned by S&P. Capacity to pay
interest and repay principal is extremely strong.

AA Debt rated ""AA'' has a very strong capacity to pay interest and repay
principal and diÅers from the highest rated issues only in small degree.

A Debt rated ""A'' has a strong capacity to pay interest and repay principal
although it is somewhat more susceptible to the adverse eÅects of changes
in circumstances and economic conditions than debt in higher rated
categories.

BBB Debt rated ""BBB'' is regarded as having an adequate capacity to pay
interest and repay principal. Whereas it normally exhibits adequate
protection parameters, adverse economic conditions or changing
circumstances are more likely to lead to a weakened capacity to pay interest
and repay principal for debt in this category than in higher rated categories.

Speculative Grade

Debt rated ""BB'', ""B'', ""CCC'', ""CC'' and ""C'' is regarded as having predominantly speculative
characteristics with respect to capacity to pay interest and repay principal. ""BB'' indicates the least degree
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of speculation and ""C'' the highest. While such debt will likely have some quality and protective
characteristics these are outweighed by major uncertainties or major exposures to adverse conditions.

BB Debt rated ""BB'' has less near-term vulnerability to default than other
speculative issues. However, it faces major ongoing uncertainties or exposure
to adverse business, Ñnancial, or economic conditions which could lead to
inadequate capacity to meet timely interest and principal payments. The
""BB'' rating category is also used for debt subordinated to senior debt that
is assigned an actual or implied ""BBB'' rating.

B Debt rated ""B'' has a greater vulnerability to default but currently has the
capacity to meet interest payments and principal repayments. Adverse
business, Ñnancial, or economic conditions will likely impair capacity or
willingness to pay interest and repay principal. The ""B'' rating category is
also used for debt subordinated to senior debt that is assigned an actual or
implied ""BB'' or ""BB'' rating.

CCC Debt rated ""CCC'' has a currently identiÑable vulnerability to default, and
is dependent upon favorable business, Ñnancial, and economic conditions to
meet timely payment of interest and repayment of principal. In the event of
adverse business, Ñnancial, or economic conditions, it is not likely to have
the capacity to pay interest and repay principal. The ""CCC'' rating category
is also used for debt subordinated to senior debt that is assigned an actual
or implied ""B'' or ""B'' rating.

CC The rating ""CC'' typically is applied to debt subordinated to senior debt
that is assigned an actual or implied ""CCC'' debt rating.

C The rating ""C'' typically is applied to debt subordinated to senior debt
which is assigned an actual or implied ""CCC'' debt rating. The ""C'' rating
may be used to cover a situation where a bankruptcy petition has been Ñled,
but debt service payments are continued.

CI The rating ""CI'' is reserved for income bonds on which no interest is being
paid.

D Debt rated ""D'' is in payment default. The ""D'' rating category is used
when interest payments or principal payments are not made on the date due
even if the applicable grace period has not expired, unless S&P believes that
such payments will be made during such grace period. The ""D'' rating also
will be used upon the Ñling of a bankruptcy petition if debt service
payments are jeopardized.

Plus (°) or Minus (¿): The ratings from ""AA'' to ""CCC'' may be modiÑed by the addition of a
plus or minus sign to show relative standing within the major rating categories.

Provisional Ratings: The letter ""p'' indicates that the rating is provisional. A provisional rating
assumes the successful completion of the project Ñnanced by the debt being rated and indicates that
payment of debt service requirements is largely or entirely dependent upon the successful and timely
completion of the project. This rating, however, while addressing credit quality subsequent to completion of
the project, makes no comment on the likelihood of, or the risk of default upon failure of, such
completion. The investor should exercise judgment with respect to such likelihood and risk.

r The letter ""r'' is attached to highlight derivative, hybrid, and certain other
obligations that S&P believes may experience high volatility or high
variability in expected returns due to non-credit risks. Examples of such
obligations are: securities who's principal or interest return is indexed to
equities, commodities, or currencies; certain swaps and options; and interest
only and principal only mortgage securities. The absence of an ""r'' symbol
should not be taken as an indication that an obligation will exhibit no
volatility or variability in total return.
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L The letter ""L'' indicates that the rating pertains to the principal amount of
those bonds to the extent that the underlying deposit collateral is Federally
insured by the Federal Savings & Loan Insurance Corporation or the
Federal Deposit Insurance Corporation* In the case of certiÑcates of deposit
the letter ""L'' indicates that the deposit, combined with other deposits being
held in the same right and capacity will be honored for principal and
accrued pre-default interest up to the Federal insurance limits within
30 days after closing of the insured institution or, in the event that the
deposit is assumed by a successor insured institution, upon maturity.

NR Indicates no rating has been requested, that there is insuÇcient information
on which to base a rating, or that S&P does not rate a particular type of
obligation as a matter of policy.

COMMERCIAL PAPER

An S&P commercial paper rating is a current assessment of the likelihood of timely payment of debt
having an original maturity of no more than 365 days. Ratings are graded into several categories, ranging
from ""A-1'' for the highest quality obligations to ""D'' for the lowest. These categories are as follows:

A-1 This highest category indicates that the degree of safety regarding timely
payment is strong. Those issues determined to possess extremely strong
safety characteristics are denoted with a plus sign (°) designation.

A-2 Capacity for timely payment on issues with this designation is satisfactory.
However, the relative degree of safety is not as high as for issues designated
""A-1.''

A-3 Issues carrying this designation have adequate capacity for timely payment.
They are, however, somewhat more vulnerable to the adverse eÅects of
changes in circumstances than obligations carrying the higher designations.

B Issues rated ""B'' are regarded as having only speculative capacity for timely
payment.

C This rating is as signed to short-term debt obligations with a doubtful
capacity for payment.

D Debt rated ""D'' is in payment default. The ""D'' rating category is used
when interest payments or principal Payments are not made on the date
due, even if the applicable grace period has not expired, unless S&P
believes that such payments will be made during such grace period.

A commercial rating is not a recommendation to purchase, sell or hold a security inasmuch as it does
not comment as to market price or suitability for a particular investor. The ratings are based on current
information furnished to S&P by the issuer or obtained by S&P from other sources it considers reliable.
S&P does not perform an audit in connection with any rating and may, on occasion, rely on unaudited
Ñnancial information. The ratings may be changed, suspended or withdrawn as a result of changes in or
unavailability of such information or based on other circumstances.

* Continuance of the rating is contingent upon S&P's receipt of an executed copy of the escrow agreement or
closing documentation conÑrming investments and cash Öow.
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PREFERRED SECURITIES

AAA This is the highest rating that may be assigned to a preferred stock issue
and indicates an extremely strong capacity to pay the preferred stock
obligations.

AA A preferred stock issue rated AA also qualiÑes as a high quality Ñxed
income security. The capacity to pay preferred stock obligations is very
strong, although not as overwhelming as for issues rated AAA.

A An issue rated A is backed by a sound capacity to pay the preferred stock
obligations, although it is somewhat more susceptible to the adverse eÅects
of changes in circumstances and economic conditions.

BBB An issue rated BBB is regarded as backed by an adequate capacity to pay
preferred stock obligations. Although it normally exhibits adequate
protection parameters, adverse economic conditions or changing
circumstances are more likely to lead to a weakened capacity to make
payments for preferred stock in this category for issues in the A category.

BB As issue rated BB is regarded, on balance, as predominantly speculative
with respect to the issuer's capacity to pay the preferred stock obligation.
While such issues will likely have some quality and protective
characteristics, they are outweighed by large uncertainties or major risk
exposures to adverse conditions.

MOODY'S INVESTORS SERVICE, INC.

A brief description of the applicable Moody's Investors Service, Inc. (""Moody's'') rating symbols and
their meanings (as published by Moody's) follows:

LONG-TERM DEBT

The following summarizes the ratings used by Moody's for corporate and municipal long-term debt:

Aaa Bonds are judged to be of the best quality. They carry the smallest degree
of investment risk and are generally referred to as ""gilt edged.'' Interest
payments are protected by a large or by an exceptionally stable margin and
principal is secure. While the various protective elements are likely to
change, such changes as can be visualized are most unlikely to impair the
Fundamentally strong position of such issuer.

Aa Bonds are judged to be of high quality by all standards. Together with the
""Aaa'' group they comprise what are generally known as high-grade bonds.
They are rated lower than the best bonds because margins of protection
may not be as large as in ""Aaa'' securities or Öuctuation of protective
elements may be of greater amplitude or there may be other elements
present which make the long-term risks appear somewhat larger than in
""Aaa'' securities.

A Bonds possess many favorable investment attributes and are to be
considered as upper medium-grade obligations. Factors giving security to
principal and interest are considered adequate but elements may be present
which suggest a susceptibility to impairment sometime in the future.

Baa Bonds considered medium-grade obligations, i.e., they are neither highly
protected nor poorly secured. Interest payments and principal security
appear adequate for the present but certain protective elements may be
lacking or may be characteristically unreliable over any great length of
time. Such bonds lack outstanding investment characteristics and in fact
have speculative characteristics as well.
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Ba, B, Caa, Ca, and C Bonds that possess one of these ratings provide questionable protection of
interest and principal (""Ba'' indicates some speculative elements; ""B''
indicates a general lack of characteristics of desirable investment; ""Caa''
represents a poor standing; ""Ca'' represents obligations which are
speculative in a high degree; and ""C'' represents the lowest rated class of
bonds). ""Caa,'' ""Ca'' and ""C'' bonds may be in default.

Con. (¿) Ì Bonds for which the security depends upon the completion of some act or the fulÑllment
of some condition are rated conditionally. These are bonds secured by (a) earnings of projects under
construction, (b) earnings of projects unseasoned in operation experience, (c) rentals which begin when
facilities are completed, or (d) payments to which some other limiting condition attaches. Parenthetical
rating denotes probable credit stature upon completion of construction or elimination of basis of condition.

(P) Ì When applied to forward delivery bonds, indicates that the rating is provisional pending
delivery of the bonds. The rating may be revised prior to delivery if changes occur in the legal documents
or the underlying credit quality of the bonds.

Note: Those bonds in the Aa, A, Baa, Ba and B groups which Moody's believes possess the strongest
investment attributes are designated by the symbols, Aa1, A1, Ba1 and B1.

SHORT-TERM LOANS

MIG 1/VMIG 1 This designation denotes best quality. There is present strong protection by
established cash Öows, superior liquidity support or demonstrated broad
based access to the market for reÑnancing.

MIG 2/VMIG 2 This designation denotes high quality. Margins of protection are ample
although not so large as in the preceding group.

MIG 3/VMIG 3 This designation denotes favorable quality. All security elements are
accounted for but there is lacking the undeniable strength of the preceding
grades. Liquidity and cash Öow protection may be narrow and market access
for reÑnancing is likely to be less well-established.

MIG 4/VMIG 4 This designation denotes adequate quality. Protection commonly regarded as
required of an investment security is present and although not distinctly or
predominantly speculative, there is speciÑc risk.

S.G This designation denotes speculative quality. Debt instruments in this
category lack margins of protection.

COMMERCIAL PAPER

Issuers rated Prime-1 (or related supporting institutions) have a superior capacity for repayment of
short-term promissory obligations. Prime-1 repayment capacity will normally be evidenced by the following
characteristics:

Ì Leading market positions in well-established industries.

Ì High rates of return on Funds employed.

Ì Conservative capitalization structures with moderate reliance on debt and ample asset protection.

Ì Broad margins in earnings coverage of Ñxed Ñnancial charges and high internal cash generation.

Ì Well-established access to a range of Ñnancial markets and assured sources of alternate liquidity.

Issuers rated Prime-2 (or related supporting institutions) have a strong capacity for repayment of
short-term promissory obligations. This will normally be evidenced by many of the characteristics cited
above but to a lesser degree. Earnings trends and coverage ratios, while sound, will be more subject to
variation. Capitalization characteristics, while still appropriate, may be more aÅected by external
conditions. Ample alternate liquidity is maintained. Issuers rated Prime-3 (or related supporting
institutions) have an acceptable capacity for repayment of short-term promissory obligations. The eÅect of
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industry characteristics and market composition may be more pronounced. Variability in earnings and
proÑtability may result in changes in the level of debt protection measurements and the requirement for
relatively high Ñnancial leverage. Adequate alternate liquidity is maintained.

Issuers rated Not Prime do not fall within any of the Prime rating categories.

PREFERRED SECURITIES RATINGS

aaa Preferred stocks which are rated ""aaa'' are considered to be top quality.
This rating indicates good asset protection and the least risk of dividend
impairment within the universe of preferred stocks.

aa Preferred stocks which are rated ""aa'' are considered to be high grade.
This rating indicates that there is reasonable assurance that earnings and
asset protection will remain relatively well maintained in the foreseeable
future.

a Preferred stocks which are rated ""a'' are considered to be upper-medium
grade. While risks are judged to be somewhat greater than in the ""aaa''
and ""aa'' classiÑcations, earnings and asset protection are, nevertheless,
expected to be maintained at adequate levels.

baa: Preferred stocks which are rated ""baa'' are judged loner-medium grade,
neither highly protected nor poorly secured. Earnings and asset protection
appear adequate at present but may be questionable over any great length
of time.

ba Preferred stocks which are rated ""ba'' are considered to have speculative
elements and their future cannot be considered well assured. Earnings and
asset protection may be very moderate and not well safeguarded during
adverse periods. Uncertainty of position characterizes preferred stocks in
this class.
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Appendix B

MADISON ASSET MANAGEMENT, LLC

Proxy Voting Policies

Our policies regarding voting the proxies of securities held in client accounts depend on the nature of
our relationship to the client. When we are an ERISA Ñduciary of an account, there are additional
considerations and procedures than for all other (regular) accounts. In all cases, when we vote client
proxies, we must do so in the client's best interests as described below by these policies.

Regular Accounts

We do not assume the role of an active shareholder when managing client accounts. If we are
dissatisÑed with the performance of a particular company, we will generally reduce or terminate our
position in the company rather than attempt to force management changes through shareholder activism.

Making the Initial Decision on How to Vote the Proxy

As stated above, our goal and intent is to vote all proxies in the client's best interests. For practical
purposes, unless we make an aÇrmative decision to the contrary, when we vote a proxy as the Board of
Directors of a company recommends, it means we agree with the Board that voting in such manner is in
the interests of our clients as shareholders of the company for the reasons stated by the Board. However, if
we believe that voting as the Board of Directors recommends would not be in a client's best interests,
then we must vote against the Board's recommendation.

As a matter of standard operating procedure, all proxies received shall be voted (by telephone or
Internet or through a proxy voting service), unless we are not authorized to vote proxies. When the client
has reserved the right to vote proxies in his/her/its account, we must make arrangements for proxies to be
delivered directly to such client from its custodian and, to the extent any such proxies are received by us
inadvertently, promptly forward them to the client.

Documenting our Decisions

In cases where a proxy will NOT be voted or, as described below, voted against the Board of
Directors recommendation, our policy is to make a notation to the Ñle containing the records for such
security (e.g., Corporation X research Ñle, since we may receive numerous proxies for the same company
and it is impractical to keep such records in the Ñle of each individual client) explaining our action or
inaction, as the case may be. Alternatively, or in addition to such notation, we may include a copy of the
rationale for such decision in the appropriate equity correspondence Ñle
(e.g. equitycorresp@madisonadv.com).

Why would voting as the Board recommends NOT be in the client's best interests?

Portfolio management must, at a minimum, consider the following questions before voting any proxy:

1. Is the Board of Directors recommending an action that could dilute or otherwise diminish the
value of our position?

(This question is more complex than it looks: We must consider the time frames involved for both
the client and the issuer. For example, if the Board of Directors is recommending an action that
might initially cause the position to lose value but will increase the value of the position in the long-
term, we would vote as the Board recommended for if we are holding the security for clients as a
long-term investment. However, if the investment is close to our valuation limits and we are
anticipating eliminating the position in the short-term, then it would be in our clients' best interests to
vote against management's recommendation.)
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2. If so, would we be unable to liquidate the aÅected securities without incurring a loss that would
not otherwise have been recognized absent management's proposal?

3. Is the Board of Directors recommending an action that could cause the securities held to lose
value, rights or privileges and there are no comparable replacement investments readily available
on the market?

(For example, a company can be uniquely positioned in the market because of its valuation compared
with otherwise comparable securities such that it would not be readily replaceable if we were to
liquidate the position. In such a situation, we might vote against management's recommendation if we
believe a ""No'' vote could help prevent future share price depreciation resulting from management's
proposal or if we believe the value of the investment will appreciate if management's proposal fails. A
typical recent example of this type of decision is the case of a Board recommendation not to expense
stock options, where we would vote against management's recommendation because we believe
expensing such options will do more to enhance shareholder value going forward.)

4. Would accepting the Board of Directors recommendation cause us to violate our client's
investment guidelines?

Essentially, we must ""second guess'' the Board of Directors to determine if their recommendation is
in the best interests of our clients, regardless of whether the Board thinks their recommendation is in the
best interests of shareholders in general. The above questions should apply no matter the type of action
subject to the proxy. For example, changes in corporate governance structures, adoption or amendments to
compensation plans (including stock options) and matters involving social issues or corporate responsibility
should all be reviewed in the context of how it will aÅect our clients' investment.

In making our decisions, to the extent we rely on any analysis outside of the information contained in
the proxy statements, we must retain a record of such information in the same manner as other books and
records (2 years in the oÇce, 5 years in an easily accessible place). Also, if a proxy statement is NOT
available on the SEC's EDGAR database, we must keep a copy of the proxy statement.

Addressing ConÖicts of Interest

Although it is not likely, in the event there is a conÖict of interest between us and our client in
connection with a material proxy vote (for example, (1) the issuer or an aÇliate of the issuer is also a
client or is actively being sought as a client or (2) we have a signiÑcant business relationship with the
issuer), our policy is to alert aÅected client(s) of the conÖict before voting and indicate the manner in
which we will vote. In such circumstances, our client(s) may instruct us to vote in a diÅerent manner. In
any case, we must obtain client consent to vote the proxy when faced with a conÖict of interest. If the
conÖict involves a security held by a mutual fund we manage, then we must present the conÖict to the
Board of the applicable fund for consent or direction to vote the proxies. If the conÖict involves a security
held by wrap accounts, then we may present the conÖict to the wrap sponsor, as our agent, to obtain wrap
client consent or direction to vote the proxies. Note that no conÖict generally exists for routine proxy
matters such as approval of the independent auditor (unless, of course, the auditor in question is a client,
we are seeking the auditor as a client or we have a signiÑcant business relationship with the auditor),
electing an uncontested Board of Directors, etc.

In the event it is impractical to obtain client consent to vote a proxy when faced with a conÖict of
interest, the Ñrm will employ the services of an independent third party ""proxy services Ñrm'' to make the
proxy voting decision in accordance with Rule 206(4)-6 under the Investment Advisors Act of 1940, as
amended.

In the absence of any conÖict, once any member of the relevant portfolio management team
determines that it would be in our clients' best interests to vote AGAINST management recommendations
(or, for Madison Scottsdale and Concord Asset Management, any particular portfolio manager makes such
determination), then the decision should be brought to the attention of the Investment Committee, or any
subcommittee appointed by the Investment Committee from among its members (such subcommittee may
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be a single person), to ratify the decision to stray from our general policy of voting with management.
Such ratiÑcation need not be in writing.

The Investment Committee or any subcommittee appointed by the Investment Committee from
among its members (such subcommittee may be a single person) shall monitor potential conÖicts of
interest between our Ñrm and clients that would aÅect the manner by which we vote a proxy.

As of January 1, 2004, Jay Sekelsky represents the Investment Committee subcommittee described
above.

ERISA Fiduciary Accounts

As a general rule, an ERISA plan Trustee is required to vote proxies. However, the Ñduciary act of
managing plan assets includes the responsibility to vote proxies on plan-owned stock when the named
Ñduciary has delegated management responsibility to an investment manager. Therefore, unless another
named Ñduciary (Trustee, another investment manager, consultant, plan administrator, employer, etc.) for
any ERISA client expressly reserves the right to vote proxies, we are required to do so. In most cases, the
plan document will specify who is required to vote proxies.

It is important that our investment management agreement (or the ERISA client's plan document)
(collectively, the ""Contracts'') address the issue of who is responsible for voting proxies.

1. If the Contracts expressly preclude us from voting proxies, then the Trustee must vote proxies
attributable to our ERISA client's accounts.

2. On the other hand, if the Contracts are silent or simply state that we ""may'' vote proxies, then it
is our Ñduciary duty to aÇrmatively vote under ERISA.

ERISA requires us, when we are responsible for voting proxies:

1. To maintain voting records for review by the named Ñduciary of the plan; and

2. Ensure that the custodian (or plan Trustee, as the case may be) forward to us all proxies
received so that we may vote them in a timely manner.

Our general policy is to vote all ERISA plan proxies received in the same manner as we vote non-
ERISA plan proxies described above. Again, as a matter of standard operating procedure, all proxies
received shall be voted (by telephone or Internet).

Additional Recordkeeping Rules Related to Proxy Voting

We must keep any written documents (including email) we prepared that were material to making a
decision on how to vote a proxy (or that memorialized the basis for our decision). As noted above, we
need not keep a copy of the actual proxy statements we received if they are available on the SEC's
EDGAR database.

We must keep in the applicable client Ñle records of written client requests for proxy voting
information. We must, of course, also keep a copy in the client Ñle of any of our written responses to
clients who asked for such information either in writing or orally.

We retained the services of ProxyEdge to maintain the records of the proxy votes we cast on behalf of
clients. To the extent we vote any proxies outside of this service (for example, for logistical purposes,
certain Madison Scottsdale proxies may not be maintained by this service), then copies of the voted proxy
must be maintained in the applicable client or research Ñle, as the case may be.

Practical and Logistical Matters

Equity proxies are generally distributed by Matt Hayner to the portfolio manager/analyst primarily
responsible for research with respect to any particular company or, in the case of conÖicted proxies, to the
CCO in order to obtain information from Glass Lewis. Voting directions are provided by such individuals

B-3



and returned to him. Voting decisions are documented by e-mail to the ""Proxies'' e-mail group by the
individual making the proxy decision and hard copies maintained in Matt Hayner's oÇce as a cross-
reference on how and what the Ñrm is voting. Decisions are communicated to Operations for entry into
Proxy Edge. Matt Hayner also provides the voting decisions via e-mail to individuals with proxy voting
responsibilities at the Madison Scottsdale and Concord oÇces for consideration by portfolio managers in
those oÇces.
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Madison Investment Advisors, Inc.
Madison Scottsdale, LC

Concord Asset Management, LLC
Mosaic Funds

October 2004

Disclosure and Summary of Proxy Voting Policy

When you give us authority to vote proxies for securities held in your account, we do not assume the
role of an active shareholder. Rather, if we are dissatisÑed with the performance of a particular company,
we will generally reduce or terminate our position in the company rather than attempt to force
management changes through shareholder activism.

Nevertheless, our goal and intent is to vote all proxies in our client's best interests. For practical
purposes, unless we make an aÇrmative decision to the contrary, when we vote a proxy as the Board of
Directors of a company recommends, it means we agree with the Board that voting in such manner is in
the interests of our clients as shareholders of the company for the reasons stated by the Board. However, if
we believe that voting as the Board of Directors recommends would not be in a client's best interests,
then we must vote against the Board's recommendation.

We will vote against the Board of Directors recommendation if the Board recommends an action that
could dilute or otherwise diminish the value of your position. This may occur if we are unable to liquidate
the aÅected securities without incurring a loss that would not otherwise have been recognized absent
management's proposal. This may also occur if the action would cause the securities held to lose value,
rights or privileges and there are no comparable replacement investments readily available on the market.
Note that we may vote in a manner that could diminish the value of your position in the short-term if we
believe it will increase this value in the long-term and we are holding the security in your portfolio for the
long-term. Finally, we won't vote as the Board of Directors recommends if voting in that manner would
violate your account's investment guidelines.

In the unlikely event that we are required to vote a proxy that could result in a conÖict between your
best interests and the interests of our Ñrm, we will alert you or your representative in advance to obtain
your consent or direction on how to vote a proxy under such circumstances. In cases where it is
impractical for us to alert you (for example, we need to vote the proxy in so many accounts that we could
not reasonably alert all aÅected clients in a timely manner), we will seek the opinion of a knowledgeable,
independent third party proxy service provider to indicate the manner in which we should vote the proxy
so that our decision is not inÖuenced by the potential conÖict.

If you would like to know how we voted any proxy in your account, please contact your client service
representative and he or she will give you that information. If you're not sure of your client service
representative, call us at our Wisconsin oÇce at 800-767-0300 and we will be happy to answer your
questions.

You may request a complete copy of our written proxy voting procedures. Clients whose accounts are
managed by our Madison, Wisconsin oÇce may call 800-767-0300 to request a copy, clients whose
accounts are managed by our Chicago, Illinois oÇce may call 312-236-1166 to request a copy and clients
whose accounts are managed by our Scottsdale, Arizona oÇce may call 800-767-8020 to request a copy.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Trustees and Shareholders
Madison Strategic Sector Premium Fund

We have audited the accompanying statement of assets and liabilities of Madison Strategic Sector
Premium Fund (the ""Fund'') as of April 19, 2005 and the related statement of operations for the period
from March 2, 2005 (date of organization) through April 19, 2005. These Ñnancial statements are the
responsibility of the Fund's management. Our responsibility is to express an opinion on these Ñnancial
statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the Ñnancial statements are free of material misstatement. The Fund
is not required to have, nor were we engaged to perform an audit of its internal control over Ñnancial
reporting. Our audit included consideration of internal control over Ñnancial reporting as a basis for
designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the eÅectiveness of the Fund's internal control over Ñnancial reporting. Accordingly, we
express no such opinion. An audit also includes examining, on a test basis, evidence supporting the
amounts and disclosures in the Ñnancial statements, assessing the accounting principles used and
signiÑcant estimates made by management, as well as evaluating the overall Ñnancial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the Ñnancial statements referred to above present fairly, in all material respects, the
Ñnancial position of Madison Strategic Sector Premium Fund, as of April 19, 2005 and the results of its
operations for the period from March 2, 2005 through April 19, 2005, in conformity with accounting
principles generally accepted in the United States of America.

/s/ Grant Thornton LLP

Chicago, Illinois
April 22, 2005
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MADISON STRATEGIC SECTOR PREMIUM FUND

STATEMENT OF ASSETS AND LIABILITIES
April 19, 2005

Assets:

Cash ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $350,103

Receivable from Investment Adviser for Organization and OÅering Costs ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 210,000

Deferred OÅering Costs ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 200,000

Total AssetsÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 760,103

Liabilities:

Accrued Organization and OÅering Costs ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 410,000

Total LiabilitiesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 410,000

Net Assets ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $350,103

Composition of Net Assets:

Capital shares, at par value of $0.01 per share ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 183

Paid in Surplus ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 349,920

Net Assets ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $350,103

Common Shares:

Net asset value per share ($350,103/18,330 shares of beneÑcial interest issued and
outstandingÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 19.10

Public oÅering price per shareÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 20.00

See Notes to Financial Statements
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MADISON STRATEGIC SECTOR PREMIUM FUND

STATEMENT OF OPERATIONS
For the Period from March 2, 2005 (The Date of Organization)

Through April 19, 2005

Investment IncomeÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 0

Expenses:

Organization and oÅering costs ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 210,000

Total Expenses ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 210,000

Expense Reimbursement ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (210,000)

Net ExpensesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 0

Net Investment Income ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 0

See Notes to Financial Statements
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MADISON STRATEGIC SECTOR PREMIUM FUND
NOTES TO FINANCIAL STATEMENTS

Note 1 Ì Organization:

Madison Strategic Sector Premium Fund (the ""Fund'') was organized as a Delaware statutory trust
on March 2, 2005. The Fund is registered as a diversiÑed, closed-end management investment company
under the Investment Company Act of 1940, as amended, and the Securities Act of 1933, as amended.
The Fund has not had any operations to date other than the sale of 5,240 and 13,090 common shares of
beneÑcial interest to Madison Investment Advisors, Inc. and Frank E. Burgess for the amount of $100,084
and $250,019, respectively.

OÅering costs, estimated to be $400,000, will be borne by the Fund as a direct charge to paid in
capital at the time of issuance of shares. However, Madison Asset Management, LLC. (the ""Investment
Adviser''), the Fund's investment advisor, has agreed to pay oÅering costs (other than sales load, but
including the reimbursement of expenses to the underwriters) in excess of $.04 per common share, which
are estimated to be $200,000. The Investment Adviser has also agreed to reimburse the Fund for its
organizational costs, which are estimated to be $10,000.

Note 2 Ì Accounting Policies:

The preparation of the Ñnancial statements in accordance with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions that
aÅect the reported amounts and disclosures in the Ñnancial statements. Actual results could diÅer from
these estimates.

Note 3 Ì Investment Advisory Agreement, Investment Management Agreement and Other Agreements:

Pursuant to an Investment Advisory Agreement (the ""Advisory Agreement'') between the Investment
Adviser and the Fund, the Investment Adviser furnishes a continuous investment program for the Fund's
portfolio; provides investment research, makes and executes recommendations for the purchase and sale of
securities; and provides certain facilities and personnel. As compensation for its services, the Fund pays the
Investment Advisor a fee, payable monthly, in a maximum annual amount equal to 0.80% of the Fund's
average daily Managed Assets up to $500 million and 0.60% on all assets greater than $500 million.

Pursuant to an Investment Services Agreement (the ""Services Agreement'') between the Investment
Adviser's parent, Madison Investment Advisors, Inc. (""Madison'') and the Fund, Madison under the
supervision of the Fund's Board of Trustees, provides oÇces, necessary facilities and equipment, provides
administrative and fund accounting services to the Fund, provides personnel, including certain oÇcers
required for its administrative management and pays the compensation of all oÇcers and Trustees of the
Fund who are its aÇliates. As compensation for its services, the Fund pays Madison a fee, payable
monthly, in a maximum annual amount for fund administration services equal to 0.025% of the Fund's
average daily Managed Assets up to $200 million, 0.0125% of the Fund's average daily Managed Assets
between $200 million up to $500 million and 0.01% on all assets greater than $500 million. In addition,
the Fund pays Madison a separate fee, payable monthly, for fund accounting services. Because the
Investment Adviser performs fund accounting services for another closed-end fund, the Madison/Claymore
Covered Call Fund, the fee is computed on the total Managed Assets of all closed-end funds for which the
Investment Adviser and/or Madison performs fund accounting services, such fees to be allocated on a pro-
rata basis according to total Managed Assets of each fund. The fee is calculated in a maximum annual
amount equal to 0.0275% of combined fund average daily Managed Assets up to $200 million, 0.020% of
combined fund average daily Managed Assets between $200 million up to $500 million, 0.015% of
combined fund average daily Managed Assets between $500 million up to $1 billion and 0.01% on all
assets greater than $1 billion.
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U.S. Bank acts as the Fund's custodian and is responsible for the custody of the Fund's assets.
Computershare, Inc. acts as the Fund's transfer agent and is responsible for performing transfer agency
services for the Fund.

Note 4 Ì Federal Income Taxes:

The Fund intends to comply with the requirements of the Internal Revenue Code of 1986, as
amended, applicable to regulated investment companies. Accordingly, no provision for U.S. federal income
taxes is required. In addition, by distributing substantially all of its ordinary income and long-term capital
gains, if any, during each calendar year, the Fund intends not to be subject to U.S. federal excise tax.
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