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PROSPECTUS
3,250,000 Shares

[LOGO] Nuveen Logo
Nuveen Insured New York Tax-Free
Advantage Municipal Fund

Common Shares
$15.00 per share

Investment Objectives. The Fund is a newly organized, non-diversified,
closed-end management investment company. The Fund's investment objectives are:

to provide current income exempt from regular federal income tax, the
alternative minimum tax applicable to individuals and New York State and
New York City income tax; and

to enhance portfolio value relative to the municipal bond market by
investing in tax-exempt municipal bonds that the Fund's investment adviser
believes are underrated or undervalued or that represent municipal market
sectors that are undervalued.

No Prior History. Because the Fund is newly organized, its common shares
have no history of public trading. Shares of closed-end investment companies
frequently trade at a discount from their net asset value. This risk may be
greater for investors expecting to sell their shares in a relatively short
period after completion of the public offering.

(continued on following page)

Investing in common shares involves certain risks. See "Risks" beginning on
page 23.

Neither the Securities and Exchange Commission nor any state securities
commission has approved or disapproved of these securities or determined if
this Prospectus is truthful or complete. Any representation to the contrary is
a criminal offense.

Public Offering Price $15.000 $48,750,000
Sales Load/ (1)/ $ 0.675 $ 2,193,750
Estimated Offering Expenses/ (2)/ S 0.030 S 97,500
Proceeds to the Fund $14.295 $46,458,750

(1)Certain underwriters that may also participate in any future offering of
preferred shares of the Fund may receive additional compensation in that
offering based on their participation in this offering. See "Underwriting."

(2) Total expenses of issuance and distribution (other than underwriting
discounts and commissions) are estimated to be $340,000. Nuveen has agreed
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to reimburse offering expenses in excess of $0.03 per share.

(3) The Fund has granted the underwriters an option to purchase up to 487,500
additional common shares at the Public Offering Price less the Sales Load,
solely to cover over-allotments, if any. If such option is exercised in
full, the total Public Offering Price, Sales Load, Estimated Offering
Expenses and Proceeds to the Fund will be approximately $56,062,500,
$2,522,813, $112,125 and $53,427,563, respectively. See "Underwriting."

The underwriters expect to deliver the common shares to purchasers on or
about November 26, 2002.

Salomon Smith Barney Nuveen Investments
A.G. Edwards & Sons, Inc. Prudential Securities
Advest, Inc. Fahnestock & Co. Inc.
Quick & Reilly, Inc. Raymond James
RBC Capital Markets Ryan Beck & Co.

Wachovia Securities

November 21, 2002

The common shares have been approved for listing on the American Stock
Exchange, subject to notice of issuance. The trading or "ticker" symbol of the
common shares is "NRK."

Portfolio Contents. Under normal circumstances, the Fund will invest at
least 80% of its net assets in a portfolio of municipal bonds that pay interest
that is exempt from regular federal income tax, the alternative minimum tax
applicable to individuals and New York State and New York City income tax and
that are covered by insurance guaranteeing the timely payment of principal and
interest thereon. Through November 30, 2003, the Fund may invest in municipal
bonds that pay interest that is exempt from regular federal income tax and the
alternative minimum tax applicable to individuals, but not from New York State
or New York City income tax, provided that no more than 10% of the Fund's
investment income during that time may be derived from investments in those
bonds. The Fund may at all times invest up to 20% of its net assets in
uninsured municipal bonds backed by an escrow or trust account containing
sufficient U.S. Government or U.S. Government agency securities to ensure
timely payment of principal and interest, or other municipal bonds that are
investment grade quality. The Fund cannot assure you that it will achieve its
investment objectives.

You should read this Prospectus, which contains important information about
the Fund, before deciding whether to invest and retain it for future reference.
A Statement of Additional Information, dated November 21, 2002 and as it may be
supplemented, containing additional information about the Fund, has been filed
with the Securities and Exchange Commission and is incorporated by reference in
its entirety into this Prospectus. You may request a free copy of the Statement
of Additional Information, the table of contents of which is on page 47 of this
Prospectus, by calling (800) 257-8787 or by writing to the Fund, or you may
obtain a copy (and other information regarding the Fund) from the Securities
and Exchange Commission web site (http://www.sec.gov).

The Fund's common shares do not represent a deposit or obligation of, and
are not guaranteed or endorsed by, any bank or other insured depository
institution, and are not federally insured by the Federal Deposit Insurance
Corporation, the Federal Reserve Board or any other government agency.
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You should rely only on the information contained or incorporated by
reference in this Prospectus. The Fund has not authorized anyone to provide you
with different information. The Fund is not making an offer of these securities
in any state where the offer is not permitted. You should not assume that the
information contained in this Prospectus is accurate as of any date other than
the date on the front of this Prospectus.
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Until December 16, 2002 (25 days after the date of this Prospectus), all
dealers that buy, sell or trade the common shares, whether or not participating
in this offering, may be required to deliver a Prospectus. This is in addition
to the dealers' obligation to deliver a Prospectus when acting as underwriters
and with respect to their unsold allotments or subscriptions.
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PROSPECTUS SUMMARY
This is only a summary. You should review the more detailed information
contained elsewhere in this Prospectus and in the Statement of Additional

Information to understand the offering fully.

The Fund.............. Nuveen Insured New York Tax-Free Advantage Municipal
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Fund (the "Fund") is a newly organized,
non-diversified, closed-end management investment
company. The Fund is designed to provide tax
benefits to investors who are residents of New York.
See "The Fund."

The Offering.......... The Fund is offering 3,250,000 common shares of
beneficial interest at $15.00 per share through a
group of underwriters (the "Underwriters") led by
Salomon Smith Barney Inc., Nuveen Investments
("Nuveen"), A.G. Edwards & Sons, Inc., Prudential
Securities Incorporated, Advest, Inc., Fahnestock &
Co. Inc., Quick & Reilly, Inc. A FleetBoston
Financial Company, Raymond James & Associates, Inc.,
RBC Dain Rauscher, Inc., Ryan Beck & Co., Inc. and
Wachovia Securities, Inc. The common shares of
beneficial interest are called "Common Shares" in
the rest of this Prospectus. You must purchase at
least 100 Common Shares in this offering. The Fund
has given the Underwriters an option to purchase up
to 487,500 additional Common Shares to cover orders
in excess of 3,250,000 Common Shares. See
"Underwriting." Nuveen has agreed to pay (i) all
organizational expenses and (ii) offering costs
(other than sales load) that exceed $0.03 per Common
Share.

Investment Objectives. The Fund's investment objectives are to provide
current income exempt from regular federal income
tax, the alternative minimum tax applicable to
individuals and New York State and New York City
income tax and enhance portfolio value relative to
the municipal bond market by investing in tax-exempt
municipal bonds that the Fund's investment adviser
believes are underrated or undervalued or that
represent municipal market sectors that are
undervalued. Under normal circumstances, the Fund
will invest at least 80% of its net assets in a
portfolio of municipal bonds that:

pay interest that is exempt from regular
federal, New York State and New York City
income taxes and from the federal alternative
minimum tax applicable to individuals; and

are covered by insurance guaranteeing the
timely payment of principal and interest
thereon.

This insurance does not protect the market value of
portfolio holdings or the net asset value of the
Fund.

With respect to its entire portfolio, the Fund will
invest only in bonds and other eligible investments,
whether or not insured, that at the time of
investment are investment grade quality. Under
normal circumstances, the Fund (i) expects to be
fully invested (at least 95% of its assets) in
municipal bonds that pay interest that is exempt
from regular federal and New York State and New York
City income taxes and (ii) will not invest in bonds
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that pay interest subject to the federal alternative
minimum tax applicable to individuals ("AMT Bonds").
After the completion of the offering through
November 30,

2003 (the "Invest-up Period"), the Fund may invest
in municipal bonds that pay interest that is exempt
from regular federal income tax and the alternative
minimum tax applicable to individuals but not from
New York State or New York City income tax ("Out of
State Bonds"), provided that no more than 10% of the
Fund's investment income during that time may be
derived from investments in Out of State Bonds.

The Fund may at all times invest up to 20% of its net
assets in (i) uninsured municipal bonds that are
backed by an escrow or trust account containing
sufficient U.S. Government or U.S. Government agency
securities to ensure timely payment of principal and
interest, or (ii) other municipal bonds that, at the
time of investment, are investment grade quality. An
investment grade quality bond is a bond rated within
the four highest grades (Baa or BBB or better by
Moody's Investors Service, Inc. ("Moody's"),
Standard & Poor's Corporation, a division of The
McGraw—-Hill Companies ("S&P") or Fitch Ratings
("Fitch")) by all nationally recognized statistical
rating organizations (each an "NRSRO") that rate the
bond or a bond that is unrated but judged to be of
comparable quality by the Fund's investment adviser.
The Fund will primarily invest in municipal bonds
with long-term maturities in order to maintain a
weighted average maturity of 15-30 years, but the
weighted average maturity obligations held by the
Fund may be shortened, depending on market
conditions. The Fund cannot assure you that it will
attain its investment objectives. See "The Fund's
Investments."

Tax Considerations.... If the Fund invests in Out of State Bonds, a portion
of your dividends will be subject to New York State
or New York City income taxes. In addition,
distributions of ordinary taxable income (including
any net short-term capital gain) will be taxable to
shareholders as ordinary income, and capital gain
dividends will be subject to capital gains taxes.
See "Tax Matters."

Proposed Offering of

MuniPreferred(R) Shares Subject to market conditions, approximately one to
three months after completion of this offering, the
Fund intends to offer preferred shares of beneficial
interest ("MuniPreferred Shares") representing
approximately 35% of the Fund's capital after their
issuance. The issuance of MuniPreferred Shares will
leverage your investment in Common Shares. Leverage
involves special risks. There is no assurance that
the Fund will issue MuniPreferred Shares or that, if



Edgar Filing: NUVEEN INSURED NEW YORK TAX FREE ADVANTAGE MUNICIPAL FUND - Form 497

issued, the Fund's leveraging strategy will be
successful. See "Risks—--Leverage Risk." The money
the Fund obtains by selling the MuniPreferred Shares
will be invested in long-term municipal bonds, which
generally will pay fixed rates of interest over the
life of the bond. The MuniPreferred Shares will pay
dividends based on shorter-term rates, which will be
reset frequently. So long as the rate of return, net
of applicable Fund expenses, on the long-term bonds
purchased by the Fund exceeds MuniPreferred Share
dividend rates as reset periodically, the investment
of the proceeds of the
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MuniPreferred Shares will generate more income than
will be needed to pay dividends on the MuniPreferred
Shares. If so, the excess will be used to pay higher
dividends to holders of Common Shares ("Common
Shareholders"). However, the Fund cannot assure you
that the issuance of MuniPreferred Shares will
result in a higher yield on your Common Shares. Once
MuniPreferred Shares are issued, the net asset value
and market price of the Common Shares and the yield
to Common Shareholders will be more volatile. See
"MuniPreferred Shares and Leverage" and "Description
of Shares--MuniPreferred Shares."

Investment Adviser.... Nuveen Advisory Corp. ("Nuveen Advisory") will be the
Fund's investment adviser. Nuveen Advisory will
receive an annual fee, payable monthly, in a maximum
amount equal to .65% of the Fund's average daily net
assets (including assets attributable to any
MuniPreferred Shares that may be outstanding
(sometimes referred to herein as "Managed Assets")),
with lower fee levels for assets that exceed $125
million. Nuveen Advisory has contractually agreed to
reimburse the Fund for fees and expenses in the
amount of .32% of average daily Managed Assets of
the Fund for the first five full years of the Fund's
operations (through November 30, 2007), and for a
declining amount for an additional three years
(through November 30, 2010). Nuveen Advisory is a
wholly owned subsidiary of The John Nuveen Company.

For more information on fees and expenses,
including fees attributable to Common Shares, see
"Management of the Fund."

Distributions......... Commencing with the Fund's first dividend, the Fund
intends to make regular monthly cash distributions
to Common Shareholders at a level rate (stated in
terms of a fixed cents per Common Share dividend
rate) based on the projected performance of the
Fund. The Fund's ability to maintain a level Common
Share dividend rate will depend on a number of
factors, including dividends payable on the
MuniPreferred Shares. As portfolio and market
conditions change, the rate of dividends on the
Common Shares and the Fund's dividend policy could
change. Over time, the Fund will distribute all of
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its net investment income (after it pays accrued
dividends on any outstanding MuniPreferred Shares).
In addition, at least annually, the Fund intends to
distribute net capital gain and taxable ordinary
income, if any, to you so long as the net capital
gain and taxable ordinary income are not necessary
to pay accrued dividends on, or redeem or liquidate,
any MuniPreferred Shares. Your initial distribution
is expected to be declared approximately 45 days,
and paid approximately 60 to 90 days, from the
completion of this offering, depending on market
conditions. You may elect to automatically reinvest
some or all of your distributions in additional
Common Shares under the Fund's Dividend Reinvestment
Plan. See "Distributions" and "Dividend Reinvestment
Plan."

Listing............... The Common Shares have been approved for listing on
the American Stock Exchange, subject to notice of
issuance. See "Description of

Shares——-Common Shares." The trading or "ticker"
symbol of the Common Shares is "NRK." Because of
this exchange listing, the Fund may sometimes be
referred to in public communications as a
"closed-end exchange-traded fund" or
"exchange-traded fund."

Custodian............. State Street Bank and Trust Company will serve as
custodian of the Fund's assets. See "Custodian and
Transfer Agent."

Market Price of Shares Shares of closed-end investment companies frequently
trade at prices lower than net asset value. Shares
of closed-end investment companies like the Fund
that invest predominately in investment grade
municipal bonds have during some periods traded at
prices higher than net asset value and have during
other periods traded at prices lower than net asset
value. The Fund cannot assure you that Common Shares
will trade at a price higher than net asset value in
the future. Net asset value will be reduced
immediately following the offering by the sales load
and the amount of organization and offering expenses
paid by the Fund. See "Use of Proceeds." In addition
to net asset value, market price may be affected by
such factors as dividend levels (which are in turn
affected by expenses), call protection, dividend
stability, portfolio credit quality and liquidity
and market supply and demand. See "MuniPreferred
Shares and Leverage," "Risks," "Description of
Shares, " "Repurchase of Fund Shares; Conversion to
Open-End Fund" and the Statement of Additional
Information under "Repurchase of Fund Shares;
Conversion to Open-End Fund." The Common Shares are
designed primarily for long-term investors, and you
should not view the Fund as a vehicle for trading
purposes.
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Special Risk

Considerations........ No Operating History. The Fund is a newly organized,
non-diversified, closed-end management investment
company with no history of operations.

Interest Rate Risk. Generally, when market interest
rates fall, bond prices rise, and vice versa.
Interest rate risk is the risk that the municipal
bonds in the Fund's portfolio will decline in wvalue
because of increases in market interest rates. The
prices of longer-term bonds fluctuate more than
prices of shorter-term bonds as interest rates
change. Conversely, the values of lower-rated and
comparable unrated debt securities are less likely
than those of investment grade and comparable
unrated debt securities to fluctuate inversely with
changes in interest rates. Because the Fund will
invest primarily in long-term bonds, the Common
Share net asset value and market price per share
will fluctuate more in response to changes in market
interest rates than if the Fund invested primarily
in shorter-term bonds. The Fund's use of leverage,
as described below, will tend to increase Common
Share interest rate risk. Market interest rates for
investment grade municipal bonds in which the Fund
will primarily invest have recently declined
significantly below the recent historical

average rates for such bonds. This decline may have
increased the risk that these rates will rise in the
future (which would cause the value of the Fund's
net assets to decline) and the degree to which asset
values may decline in such event; however,
historical interest rate levels are not necessarily
predictive of future interest rate levels. See
"Risks—-—-Interest Rate Risk."

Credit Risk. Credit risk is the risk that one or more
municipal bonds in the Fund's portfolio will decline
in price, or fail to pay interest or principal when
due, because the issuer of the bond experiences a
decline in its financial status. See "Risks--Credit
Risk."

Concentration in New York Issuers. The Fund's policy
of investing primarily in municipal obligations of
issuers located in New York makes the Fund more
susceptible to adverse economic, political or
regulatory occurrences affecting such issuers. See
"Risks—--Concentration Risk."

Leverage Risk. The use of leverage through the
issuance of MuniPreferred Shares creates an
opportunity for increased Common Share net income
and returns, but also creates special risks for
Common Shareholders. There is no assurance that the
Fund's leveraging strategy will be successful. It is
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anticipated that MuniPreferred dividends will be
based on shorter-term municipal bond rates of return
(which would be redetermined periodically, pursuant
to an auction process), and that the Fund will
invest the proceeds of the MuniPreferred Shares
offering in long-term, typically fixed rate,
municipal bonds. So long as the Fund's municipal
bond portfolio provides a higher rate of return (net
of Fund expenses) than the MuniPreferred dividend
rate, as reset periodically, the leverage will cause
Common Shareholders to receive a higher current rate
of return than if the Fund were not leveraged. If,
however, long and/or short-term rates rise, the
MuniPreferred dividend rate could exceed the rate of
return on long-term bonds held by the Fund that were
acquired during periods of generally lower interest
rates, reducing return to Common Shareholders. In
addition, the Fund will pay (and Common Shareholders
will bear) any costs and expenses relating to the
issuance and ongoing maintenance of MuniPreferred
Shares (for example, distribution related expenses
such as a participation fee paid at what the Fund
expects will be an annual rate of 0.25% of
MuniPreferred Share liquidation preference to
broker—-dealers participating in MuniPreferred Share
auctions) .

Leverage creates two major types of risks for Common
Shareholders:

the likelihood of greater volatility of net
asset value and market price of Common Shares,
because changes in the value of the Fund's bond
portfolio (including bonds bought with the
proceeds of the MuniPreferred Shares offering)
are borne entirely by the Common Shareholders;
and

the possibility either that Common Share income
will fall if the MuniPreferred dividend rate
rises, or that Common Share

income will fluctuate because the MuniPreferred
dividend rate varies.

See "Risks--Leverage Risk."

Municipal Bond Market Risk. The amount of public
information available about the municipal bonds in
the Fund's portfolio is generally less than that for
corporate equities or bonds, and the investment
performance of the Fund may therefore be more
dependent on the analytical abilities of Nuveen
Advisory than if the Fund were a stock fund or
taxable bond fund. The secondary market for
municipal bonds also tends to be less well-developed
or liquid than many other securities markets, which
may adversely affect the Fund's ability to sell its
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bonds at attractive prices. See "Risks—--Municipal
Bond Market Risk."

Municipal Bond Insurance. In the event Moody's, S&P
or Fitch (or all of them) should downgrade its
assessment of the claims-paying ability of a
particular insurer, it (or they) could also be
expected to downgrade the ratings assigned to
municipal bonds insured by such insurer, and
municipal bonds insured under Portfolio Insurance
(as defined below) issued by such insurer also would
be of reduced quality in the portfolio of the Fund.
Any such downgrade could have an adverse impact on
the net asset value and market price of the Common
Shares.

In addition, the Fund may be subject to certain
restrictions on investments imposed by guidelines of
the insurance companies issuing Portfolio Insurance.
The Fund does not expect these guidelines to prevent
Nuveen Advisory from managing the Fund's portfolio
in accordance with the Fund's investment objectives
and policies.

Non-Diversification. Because the Fund is classified
as "non-diversified" under the Investment Company
Act of 1940, as amended (the "1940 Act"), it can
invest a greater portion of its assets in
obligations of a single issuer than a "diversified"
fund. As a result, the Fund will be more susceptible
than a diversified fund to any single corporate,
economic, political or regulatory occurrence. See
"The Fund's Investments" and
"Risks—-—-Non-Diversification." Also, the Fund's
policy of generally investing in bonds that are
exempt from the federal alternative minimum tax
applicable to individuals may prevent the Fund from
investing in certain kinds of bonds and thereby
limit the Fund's ability to optimally diversify its

portfolio.
Anti-Takeover Provisions. The Fund's Declaration of
Trust (the "Declaration") includes provisions that

could limit the ability of other entities or persons
to acquire control of the Fund or convert the Fund
to open-end status. The provisions of the
Declaration described above could have the effect of
depriving the Common Shareholders of opportunities
to sell their Common Shares at a premium over the
then current market price of the Common Shares. See
"Certain Provisions in the Declaration of Trust" and
"Risks—-—-Anti-Takeover Provisions."

SUMMARY OF FUND EXPENSES

The Annual Expenses table below assumes the issuance of MuniPreferred Shares
in an amount equal to 35% of the Fund's capital (after their issuance), and
shows Fund expenses as a percentage of net assets attributable to Common Shares.

10
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Shareholder Transaction Expenses

Sales Load Paid by You (as a percentage of offering price)........coiiiiii... 4.50%
Offering Expenses Borne by the Fund (as a percentage of offering price)/ (1) (2)/ .20%
Dividend Reinvestment Plan Fees

Percentage of Net
Assets Attributable
to Common Shares (4)

Annual Expenses

Management Fees. .. ..t iieeeeeeeennnnn 1.00%
Other EXPeNSeS . ittt eeeeteeeneneeenens .31%
Total Annual EXPEeNSEeS. .. eeeennneenens 1.31%
Fee and Expense Reimbursement (Years 1-5) (.49%) (5)
Total Annual Expenses (Years 1-5)........ .82% (5)

(1) Nuveen has agreed to pay offering costs (other than sales load) that exceed
$0.03 per Common Share.

(2) If the Fund offers MuniPreferred Shares, costs of that offering, estimated
to be approximately 2.4% of the total amount of the MuniPreferred Share
offering, will effectively be borne by the Common Shareholders and result in
a reduction of the net asset value of the Common Shares. Assuming the
issuance of MuniPreferred Shares in the amount equal to 35% of the Fund's
total capital (after issuance), those offering costs are estimated to be
approximately $0.19 per Common Share (1.27% of the offering price).

(3)You will be charged a $2.50 service charge and pay brokerage charges if you
direct State Street Bank and Trust Company, as agent for the Common
Shareholders (the "Plan Agent") to sell your Common Shares held in a
dividend reinvestment account.

(4) Stated as percentages of net assets attributable to Common Shares. Assuming
no issuance of MuniPreferred Shares, the Fund's expenses would be estimated
to be as follows:

Percentage of Net
Assets Attributable
to Common Shares

Annual Expenses

Management F e S . i vttt ittt it ettt ettt ettt e et e e .65%
(@ ol XSl 154 o o F= = .20%
Total ANNUAL EXDENSE S e v v o ot e et ettt eeeee e e e eaoeeeeeseeaeeeeeesenneeens .85%

11
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Fees and Expense Reimbursement (Years 1-5) .. ...ttt enneneenns (.32%) (5)
Total Annual Expenses (Years 1-50) ..ttt iit ittt tneeeeeeeennnenns .53%(5)
10

(5)Nuveen Advisory has contractually agreed to reimburse the Fund for fees and
expenses in the amount of .32% of average daily Managed Assets for the first

5 full years of the Fund's operations, .24% of average daily Managed Assets
in year 6, .16% in year 7 and .08% in year 8. Assuming the issuance of

MuniPreferred Shares in an amount equal to 35% of the Fund's total assets
(including the amount obtained from leverage) and calculated as a percentage
of net assets attributable to Common Shares, those amounts would be .49% for

the first 5 years, .37% in year 6, .25% in year 7 and .12% in year 8.
Without the reimbursement, "Total Annual Expenses" would be estimated to be
1.31% of average daily net assets attributable to Common Shares (or,
assuming no issuance of MuniPreferred Shares, .85% of average daily net
assets) .

The purpose of the table above is to help you understand all fees and
expenses that you, as a Common Shareholder, would bear directly or indirectly.
The expenses shown in the table are based on estimated amounts for the Fund's
first year of operations and assume that the Fund issues approximately
5,000,000 Common Shares. See "Management of the Fund" and "Dividend
Reinvestment Plan."

The following example illustrates the expenses (including the sales load of
$45, estimated offering expenses of this offering of $2 and the estimated
MuniPreferred Share offering costs assuming MuniPreferred Shares are issued
representing 35% of the Fund's total capital (after issuance) of $13) that you
would pay on a $1,000 investment in Common Shares, assuming (1) total annual
expenses of .82% of net assets attributable to Common Shares in years 1 through
5, increasing to 1.31% in years 9 and 10 and (2) a 5% annual return:/(1)/

1 Year 3 Years 5 Years 10 Years/ (2)/

The example should not be considered a representation of future expenses.

Actual expenses may be higher or lower.

(1) The example assumes that the estimated Other Expenses set forth in the
Annual Expenses table are accurate, that fees and expenses increase as
described in note 2 below and that all dividends and distributions are
reinvested at Common Share net asset value. Actual expenses may be greater
or less than those assumed. Moreover, the Fund's actual rate of return may
be greater or less than the hypothetical 5% return shown in the example.

(2)Assumes reimbursement of fees and expenses of .24% of average daily Managed
Assets in year 6, .16% in year 7 and .08% in year 8. Nuveen Advisory has not
agreed to reimburse the Fund for any portion of its fees and expenses beyond
November 30, 2010. See footnote 5 above and "Management of the
Fund--Investment Management Agreement."

11
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THE FUND

The Fund is a newly organized, non-diversified, closed-end management
investment company registered under the 1940 Act. The Fund was organized as a
Massachusetts business trust on July 29, 2002, pursuant to a Declaration
governed by the laws of the Commonwealth of Massachusetts. As a newly organized
entity, the Fund has no operating history. The Fund's principal office is
located at 333 West Wacker Drive, Chicago, Illinois 60606, and its telephone
number is (800) 257-8787. The Fund is designed to provide tax benefits to
investors who are residents of New York.

USE OF PROCEEDS

The net proceeds of the offering of Common Shares will be approximately
$46,458,750 ($53,427,563 if the Underwriters exercise the over-allotment option
in full) after payment of the estimated organization and offering costs. Nuveen
has agreed to pay (i) all organizational expenses and (ii) offering costs
(other than sales load) that exceed $0.03 per Common Share. The Fund will
invest the net proceeds of the offering in accordance with the Fund's
investment objectives and policies as stated below. It is presently anticipated
that the Fund will be able to invest substantially all of the net proceeds in
municipal bonds that meet those investment objectives and policies within three
months after the completion of the offering. Pending such investment, it is
anticipated that the proceeds will be invested in short-term, tax-exempt
securities in accordance with the Fund's investment policies.

THE FUND'S INVESTMENTS
Investment Objectives and Policies
The Fund's investment objectives are:

to provide current income exempt from regular federal income tax, the
alternative minimum tax applicable to individuals and New York State and
New York City income tax; and

to enhance portfolio value relative to the municipal bond market by
investing in tax-exempt municipal bonds that Nuveen Advisory believes are
underrated or undervalued or that represent municipal market sectors that
are undervalued.

Underrated municipal bonds are those whose ratings do not, in Nuveen
Advisory's opinion, reflect their true creditworthiness. Undervalued municipal
bonds are bonds that, in Nuveen Advisory's opinion, are worth more than the
value assigned to them in the marketplace. Nuveen Advisory may at times believe
that bonds associated with a particular municipal market sector (for example,
electric utilities), or issued by a particular municipal issuer, are
undervalued. Nuveen Advisory may purchase such a bond for the Fund's portfolio
because 1t represents a market sector or issuer that Nuveen Advisory considers
undervalued, even if the value of the particular bond appears to be consistent
with the value of similar bonds. Municipal bonds of particular types (e.g.,
hospital bonds, industrial revenue bonds or bonds issued by a particular
municipal issuer) may be undervalued because there is a temporary excess of
supply in that market sector, or because of a general decline in the market
price of municipal bonds of the market sector for reasons that do not apply to
the particular municipal bonds that are considered undervalued. The Fund's
investment in underrated or undervalued municipal bonds will be based on Nuveen
Advisory's belief that their yield is higher than that available on bonds
bearing equivalent levels of interest rate risk, credit risk and other forms of
risk, and that their prices will ultimately rise (relative to the market) to
reflect their true value. The Fund attempts to increase its portfolio value
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municipal bond market by prudent selection of municipal bonds regardless of the
direction the market may move. There can be no assurance that the Fund's
attempt to increase its portfolio value relative to the municipal bond market
will succeed. To the extent that it does succeed, however, such success would
increase the amount of net capital gains or reduce the amount of net capital
losses that the Fund would otherwise have realized. While this incremental
increase in net realized capital gains due to successful value investing, 1if
any, 1is expected to be modest over time, it would tend to result in the
distribution, over time, of a modestly greater amount of taxable capital gains
to Common Shareholders.

Under normal circumstances, the Fund will invest at least 80% of its Managed
Assets in a portfolio of municipal bonds that:

pay interest that is exempt from regular federal, New York State and New
York City income taxes and from the federal alternative minimum tax
applicable to individuals; and

are covered by insurance guaranteeing the timely payment of principal and
interest thereon.

This insurance does not protect the market value of portfolio holding or the
net asset value of the Fund.

With respect to its entire portfolio, the Fund will invest only in bonds and
other eligible investments, whether or not insured, that at the time of
investment are investment grade quality. Under normal circumstances, the Fund
(1) expects to be fully invested (at least 95% of its assets) in municipal
bonds that pay interest that is exempt from regular federal and New York State
and New York City income taxes and (ii) will not invest in AMT Bonds. During
the Invest-up Period, the Fund may invest in Out of State Bonds, provided that
no more than 10% of the Fund's investment income during that time may be
derived from Out of State Bonds. The Fund will purchase Out of State Bonds if
other suitable investments are not available. Investment in Out of State Bonds
would result in a portion of your dividends being subject to New York State and
New York City income taxes. For more information, see the Statement of
Additional Information. In addition, capital gain dividends will be subject to
capital gains taxes. See "Tax Matters."

The Fund may at all times invest up to 20% of its net assets in (i)
uninsured municipal bonds that are backed by an escrow or trust account
containing sufficient U.S. Government or U.S. Government agency securities to
ensure timely payment of principal and interest, or (ii) other municipal bonds
that, at the time of investment, are investment grade quality. Investment grade
quality means that such bonds are rated by all NRSROs that rate the bond within
the four highest grades (Baa or BBB or better by Moody's, S&P or Fitch) or are
unrated but judged to be of comparable quality by Nuveen Advisory. The
foregoing credit quality policy applies only at the time a security is
purchased, and the Fund is not required to dispose of a security in the event
that a rating agency downgrades its assessment of the credit characteristics of
a particular issue. In determining whether to retain or sell such a security,
Nuveen Advisory may consider such factors as Nuveen Advisory's assessment of
the credit quality of the issuer of such security, the price at which such
security could be sold and the rating, if any, assigned to such security by
other rating agencies. A general description of Moody's, S&P's and Fitch's
ratings of municipal bonds is set forth in Appendix A to the Statement of
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Additional Information. See "--Municipal Bonds" below for a general description
of the economic and credit characteristics of municipal issuers in New York.
The Fund may also invest in securities of other open- or closed-end investment
companies that invest primarily in municipal bonds of the types in which the
Fund may invest directly. See "--Other Investment Companies."
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Each insured municipal bond that the Fund acquires will be (1) covered by an
insurance policy applicable to a specific security and obtained by the issuer
of the security or a third party at the time of original issuance ("Original
Issue Insurance"), (2) covered by an insurance policy applicable to a specific
security and obtained by the Fund or a third party subsequent to the time of
original issuance ("Secondary Market Insurance"), or (3) covered by a master
municipal insurance policy purchased by the Fund ("Portfolio Insurance"). See
"--Municipal Bond Insurance." The Fund, as non-fundamental policies that can be
changed by the Board of Trustees, (A) will buy Portfolio Insurance from
insurers whose claims-paying ability Moody's rates "Aaa" or S&P or Fitch rates
"AAA," and (B) will maintain at least 80% of its total Managed Assets in
municipal bonds covered by insurance from insurers with a claims-paying ability
rated, at the time of the bond's purchase, "Aaa" by Moody's or "AAA" by S&P or
Fitch.

The credit quality of companies that provide insurance on bonds will affect
the value of those bonds. Although the insurance feature reduces certain
financial risks, the premiums for insurance and the higher market price paid
for insured obligations may reduce the Fund's income. The insurance feature
does not guarantee the market value of the insured obligations or the net asset
value of the Common Shares.

The Fund may at all times invest up to 20% of its net assets in uninsured
municipal bonds that are entitled to the benefit of an escrow or trust account
that contains securities issued or guaranteed by the U.S. Government or U.S.
Government agencies backed by the full faith and credit of the United States,
and sufficient in amount to ensure the payment of interest and principal on the
original interest payment and maturity dates ("collateralized obligations").
These collateralized obligations generally will not be insured and will
include, but are not limited to, municipal bonds that have been (1) advance
refunded where the proceeds of the refunding have been used to buy U.S.
Government or U.S. Government agency securities that are placed in escrow and
whose interest or maturing principal payments, or both, are sufficient to cover
the remaining scheduled debt service on that municipal bond; or (2) issued
under state or local housing finance programs that use the issuance proceeds to
fund mortgages that are then exchanged for U.S. Government or U.S. Government
agency securities and deposited with a trustee as security for those municipal
bonds. These collateralized obligations are normally regarded as having the
credit characteristics of the underlying U.S. Government or U.S. Government
agency securities.

Upon Nuveen Advisory's recommendation, during temporary defensive periods
and in order to keep the Fund's cash fully invested, including the period
during which the net proceeds of the offering of Common Shares or MuniPreferred
Shares are being invested, the Fund may deviate from its investment objectives
and policies and invest up to 100% of its net assets in short-term investments
including high quality, short-term securities that may be either tax-exempt or
taxable. The Fund intends to invest in taxable short-term investments only in
the event that suitable tax—-exempt short-term investments are not available at
reasonable prices and yields. Investment in such short-term investments would
result in a portion of your dividends being subject to regular federal income
tax, the alternative minimum tax applicable to individuals and New York State
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and New York City income tax. For more information, see the Statement of
Additional Information. Likewise, the Fund may deviate from its normal
investment policies and invest up to 5% of its net assets in tax-exempt or
taxable fixed-income or equity securities of an issuer of municipal bonds that
the Fund already owns for the purpose of acquiring control of that issuer when
Nuveen Advisory determines that such investment should enable the Fund to
better maximize the value of its existing investment. The Fund does not intend
to change this policy without prior notification to shareholders. See the
Statement of Additional Information under "Other Investment Policies and
Techniques—--Miscellaneous Investments."
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The Fund cannot change (i) its fundamental investment restrictions set forth
in the Statement of Additional Information or (ii) its policy to invest 80% of
its Managed Assets in a portfolio of municipal bonds that pay interest that is
exempt from regular federal, New York State and New York City income taxes and
the federal alternative minimum tax applicable to individuals without the
approval of the holders of a "majority of the outstanding" Common Shares and,
if issued, MuniPreferred Shares voting together as a single class, and of the
holders of a "majority of the outstanding" MuniPreferred Shares voting as a
separate class. When used with respect to particular shares of the Fund, a
"majority of the outstanding" shares means (i) 67% or more of the shares
present at a meeting, if the holders of more than 50% of the shares are present
or represented by proxy, or (ii) more than 50% of the shares, whichever is
less. See "Description of Shares—--MuniPreferred Shares--Voting Rights" and the
Statement of Additional Information under "Description of Shares--
MuniPreferred Shares--Voting Rights" for additional information with respect to
the voting rights of holders of MuniPreferred Shares. Other than as noted
above, the investment objectives and policies of the Fund may be changed by the
Board without shareholder action.

Municipal Bonds

Municipal bonds are either general obligation or revenue bonds and typically
are issued to finance public projects (such as roads or public buildings), to
pay general operating expenses, or to refinance outstanding debt. Municipal
bonds may also be issued for private activities, such as housing, medical and
educational facility construction, or for privately owned industrial
development and pollution control projects. General obligation bonds are backed
by the full faith and credit, or taxing authority, of the issuer and may be
repaid from any revenue source; revenue bonds may be repaid only from the
revenues of a specific facility or source. The Fund also may purchase municipal
bonds that represent lease obligations. These carry special risks because the
issuer of the bonds may not be obligated to appropriate money annually to make
payments under the lease. In order to reduce this risk, the Fund will only
purchase municipal bonds representing lease obligations where Nuveen Advisory
believes the issuer has a strong incentive to continue making appropriations
until maturity.

The municipal bonds in which the Fund will invest are generally issued by
the State of New York, a municipality in New York, or a political subdivision
or agency or instrumentality of such State or municipality ("New York municipal
bonds"), and pay interest that, in the opinion of bond counsel to the issuer
(or on the basis of other authority believed by Nuveen Advisory to be
reliable), is exempt from regular federal income tax, the alternative minimum
tax applicable to individuals and New York State and New York City income tax.
The Fund may invest in municipal bonds issued by United States territories
(such as Puerto Rico or Guam) that pay interest that is exempt from regular
federal, New York State and New York City income taxes and the federal
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alternative minimum tax applicable to individuals. During the Invest-up Period,
the Fund also may invest in Out of State Bonds subject to the limitations
described under "--Investment Objectives and Policies." It is a fundamental
policy of the Fund that its investments in municipal bonds on which the
interest is not taxable under regular federal, New York State or New York City
income tax or the federal alternative minimum tax applicable to individuals
will, under normal circumstances, comprise at least 80% of the Fund's Managed
Assets.

The yields on municipal bonds depend on a variety of factors, including
prevailing interest rates and the condition of the general money market and the
municipal bond market, the size of a particular offering, the maturity of the
obligation and the rating of the issue. The market value of municipal bonds
will vary with changes in interest rate levels and as a result of changing
evaluations of the ability of their issuers to meet interest and principal
payments.
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The Fund will primarily invest in municipal bonds with long-term maturities
in order to maintain a weighted average maturity of 15-30 years, but the
weighted average maturity of obligations held by the Fund may be shortened,
depending on market conditions.

Municipal Bond Insurance

Each insured municipal bond the Fund acquires will be covered by Original
Issue Insurance, Secondary Market Insurance or Portfolio Insurance. The Fund
expects initially to emphasize investments in municipal bonds insured under
bond-specific insurance policies (i.e., Original Issue or Secondary Market
Insurance) . The Fund may obtain Portfolio Insurance from the insurers described
in Appendix C to the Statement of Additional Information. The Fund, as a
non-fundamental policy that can be changed by the Board of Trustees, will only
obtain policies of Portfolio Insurance issued by insurers whose claims-paying
ability is rated "Aaa" by Moody's or "AAA" by S&P or Fitch. There is no limit
on the percentage of the Fund's assets that may be invested in municipal bonds
insured by any one insurer.

A municipal bond covered by Original Issue Insurance or Secondary Market
Insurance 1is itself typically assigned the same rating as that of the insurer.
For example, if the insurer has a rating of "Aaa" or "AAA," a bond covered by
an Original Issue Insurance or Secondary Market Insurance policy from that
insurer would also typically be assigned the same rating. Such a municipal bond
would generally be assigned a lower rating if the ratings were based instead
upon the credit characteristics of the issuer without regard to the insurance
feature. By way of contrast, the ratings, if any, assigned to a municipal bond
insured under Portfolio Insurance will be based primarily upon the credit
characteristics of the issuer, without regard to the insurance feature, and
therefore will generally carry a rating that is below "Aaa" or "AAA." While in
the portfolio of the Fund, however, a municipal bond backed by Portfolio
Insurance from a particular insurer will effectively be of the same credit
quality as a municipal bond issued by an issuer of comparable credit
characteristics that is backed by Original Issue Insurance or Secondary Market
Insurance from that insurer.

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

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

Original Issue Insurance. Original Issue Insurance is purchased with respect
to a particular issue of municipal bonds by the issuer thereof or a third party
in conjunction with the original issuance of
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such municipal bonds. Under this insurance, the insurer unconditionally
guarantees to the holder of the municipal bond the timely payment of principal
and interest on such obligations when and as these payments become due but not
paid by the issuer, except that in the event of the acceleration of the due
date of the principal by reason of mandatory or optional redemption (other than
acceleration by reason of a mandatory sinking fund payment), default or
otherwise, the payments guaranteed may be made in the amounts and at the times
as payment of principal would have been due had there not been any
acceleration. The insurer is responsible for these payments less any amounts
received by the holder from any trustee for the municipal bond issuer or from
any other source. Original Issue Insurance does not guarantee payment on an
accelerated basis, the payment of any redemption premium (except with respect
to certain premium payments in the case of certain small issue industrial
development and pollution control municipal bonds), the value of the Fund's
shares, the market value of municipal bonds, or payments of any tender purchase
price upon the tender of the municipal bonds. Original Issue Insurance also
does not insure against nonpayment of principal or interest on municipal bonds
resulting from the insolvency, negligence or any other act or omission of the
trustee or other paying agent for these bonds.

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

Secondary Market Insurance. Subsequent to the time of original issuance of a
municipal bond, the Fund or a third party may, upon the payment of a single
premium, purchase insurance on that security. Secondary Market Insurance
generally provides the same type of coverage as Original Issue Insurance and,
as with Original Issue Insurance, Secondary Market Insurance remains in effect
as long as the municipal bonds it covers remain outstanding and the insurer
remains in business, regardless of whether the Fund ultimately disposes of
these municipal bonds.

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

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

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

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

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

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

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

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

The Permanent Insurance premium for each municipal bond is determined based
upon the insurability of each security as of the date of purchase and will not
be increased or decreased for any change in the security's creditworthiness
unless the security is in default as to payment of principal or interest, or
both. If such event occurs, the Permanent Insurance premium will be subject to
an increase predetermined at the date of the Fund's purchase.

18

The Fund generally intends to retain any insured bonds covered by Portfolio
Insurance that are in default or in significant risk of default and to place a
value on the insurance, which ordinarily will be the difference between the
market value of the defaulted bond and the market value of similar bonds of
minimum investment grade (that is, rated "Baa" or "BBB") that are not in
default. In certain circumstances, however, Nuveen Advisory may determine that
an alternative value for the insurance, such as the difference between the
market value of the defaulted bond and either its par value or the market wvalue
of similar bonds that are not in default or in significant risk of default, is
more appropriate. Except as described above for bonds covered by Portfolio
Insurance that are in default or subject to significant risk of default, the
Fund will not place any value on the Portfolio Insurance in valuing the
municipal bonds it holds.

Because each Portfolio Insurance policy will terminate for municipal bonds
sold by the Fund on the date of sale, in which event the insurer will be liable
only for those payments of principal and interest that are then due and owing
(unless Permanent Insurance is obtained by the Fund), the provision for this
insurance will not enhance the marketability of the Fund's bonds, whether or
not the bonds are in default or in significant risk of default. On the other
hand, because Original Issue Insurance and Secondary Market Insurance generally
will remain in effect as long as the municipal bonds they cover are
outstanding, these insurance policies may enhance the marketability of these
bonds even when they are in default or in significant risk of default, but the
exact effect, if any, on marketability cannot be estimated. Accordingly, the
Fund may determine to retain or, alternatively, to sell municipal bonds covered
by Original Issue Insurance or Secondary Market Insurance that are in default
or in significant risk of default.

Premiums for a Portfolio Insurance policy are paid monthly, and are adjusted
for purchases and sales of municipal bonds covered by the policy during the
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month. The yield on the Fund is reduced to the extent of the insurance premiums
it pays.

When-Issued and Delayed Delivery Transactions

The Fund may buy and sell municipal bonds on a when-issued or delayed
delivery basis, making payment or taking delivery at a later date, normally
within 15 to 45 days of the trade date. This type of transaction may involve an
element of risk because no interest accrues on the bonds prior to settlement
and, because bonds are subject to market fluctuations, the value of the bonds
at time of delivery may be less (or more) than cost. A separate account of the
Fund will be established with its custodian consisting of cash, cash
equivalents, or liquid securities having a market value at all times at least
equal to the amount of the commitment.

Miscellaneous Investments

The Fund may invest up to 5% of its net assets in tax-exempt or taxable
fixed-income or equity securities for the purpose of acquiring control of an
issuer whose municipal bonds (a) the Fund already owns and (b) have
deteriorated or are expected shortly to deteriorate significantly in credit
quality, provided Nuveen Advisory determines that such investment should enable
the Fund to better maximize its existing investment in such issuer. Investment
in such securities would result in a portion of your dividend being subject to
regular federal and New York State and New York City income taxes or the
alternative minimum tax applicable to individuals.

19

Other Investment Companies

The Fund may invest up to 10% of its net assets in securities of other open-—
or closed-end investment companies that invest primarily in municipal bonds of
the types in which the Fund may invest directly. The Fund generally expects to
invest in other investment companies either during periods when it has large
amounts of uninvested cash, such as the period shortly after the Fund receives
the proceeds of the offering of its Common Shares or MuniPreferred Shares, or
during periods when there is a shortage of attractive, high-yielding municipal
bonds available in the market. As a stockholder in an investment company, the
Fund will bear its ratable share of that investment company's expenses, and
would remain subject to payment of the Fund's advisory and administrative fees
with respect to assets so invested. Common Shareholders would therefore be
subject to duplicative expenses to the extent the Fund invests in other
investment companies. Nuveen Advisory will take expenses into account when
evaluating the investment merits of an investment in the investment company
relative to available municipal bond investments. In addition, the securities
of other investment companies may also be leveraged and will therefore be
subject to the same leverage risks described herein. As described in the
section entitled "Risks," the net asset value and market value of leveraged
shares will be more volatile and the yield to Common Shareholders will tend to
fluctuate more than the yield generated by unleveraged shares.

MUNIPREFERRED SHARES AND LEVERAGE

Subject to market conditions, approximately one to three months after the
completion of the offering of the Common Shares, the Fund intends to offer
MuniPreferred Shares representing approximately 35% of the Fund's capital
immediately after the issuance of the MuniPreferred Shares. The MuniPreferred
Shares will have complete priority upon distribution of assets over the Common
Shares. The issuance of MuniPreferred Shares will leverage the Common Shares.
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Leverage involves special risks. There is no assurance that the Fund's
leveraging strategy will be successful. Although the timing and other terms of
the offering of the MuniPreferred Shares will be determined by the Fund's Board
of Trustees, the Fund expects to invest the proceeds of the MuniPreferred
Shares offering in long-term municipal bonds. The MuniPreferred Shares will pay
dividends based on shorter-term rates (which would be redetermined periodically
by an auction process). So long as the Fund's portfolio is invested in
securities that provide a higher rate of return than the dividend rate of the
MuniPreferred Shares (after taking expenses into consideration), the leverage
will cause you to receive a higher current rate of return than if the Fund were
not leveraged.

Changes in the value of the Fund's bond portfolio (including bonds bought
with the proceeds of the MuniPreferred Shares offering) will be borne entirely
by the Common Shareholders. If there is a net decrease (or increase) in the
value of the Fund's investment portfolio, the leverage will decrease (or
increase) the net asset value per Common Share to a greater extent than if the
Fund were not leveraged. During periods in which the Fund is using leverage,
the fees paid to Nuveen Advisory for advisory services will be higher than if
the Fund did not use leverage because the fees paid will be calculated on the
basis of the Fund's total net assets, including the proceeds from the issuance
of MuniPreferred Shares.

For tax purposes, the Fund is currently required to allocate net capital
gain and other taxable income, if any, between the Common Shares and
MuniPreferred Shares in proportion to total dividends
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paid to each class for the taxable year in which the net capital gain or other
taxable income is realized. If net capital gain or other taxable income is
allocated to MuniPreferred Shares (instead of solely tax-exempt income), the
Fund will likely have to pay higher total dividends to MuniPreferred
shareholders or make special payments to MuniPreferred shareholders to
compensate them for the increased tax liability. This would reduce the total
amount of dividends paid to the Common Shareholders, but would increase the
portion of the dividend that is tax-exempt. On an after-tax basis, Common
Shareholders may still be better off than if they had been allocated all of the
Fund's net capital gain or other taxable income (resulting in a higher amount
of total dividends), but received a lower amount of tax-exempt income. If the
increase in dividend payments or the special payments to MuniPreferred
shareholders are not entirely offset by a reduction in the tax liability of,
and an increase in the tax-exempt dividends received by, the Common
Shareholders, the advantage of the Fund's leveraged structure to Common
Shareholders will be reduced.

Under the 1940 Act, the Fund is not permitted to issue preferred shares
unless immediately after such issuance, the value of the Fund's asset coverage
is at least 200% of the liquidation value of the outstanding preferred shares
(i.e., such liquidation value may not exceed 50% of the Fund's asset coverage).
In addition, the Fund is not permitted to declare any cash dividend or other
distribution on its Common Shares unless, at the time of such declaration, the
value of the Fund's asset coverage is at least 200% of such liquidation value.
If MuniPreferred Shares are issued, the Fund intends, to the extent possible,
to purchase or redeem MuniPreferred Shares from time to time to the extent
necessary in order to maintain coverage of any MuniPreferred Shares of at least
200%. If the Fund has MuniPreferred Shares outstanding, two of the Fund's
trustees will be elected by the holders of MuniPreferred Shares, voting
separately as a class. The remaining trustees of the Fund will be elected by
holders of Common Shares and MuniPreferred Shares voting together as a single
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class. In the event the Fund failed to pay dividends on MuniPreferred Shares
for two years, MuniPreferred shareholders would be entitled to elect a majority
of the trustees of the Fund.

The Fund may be subject to certain restrictions imposed by guidelines of one
or more rating agencies which may issue ratings for MuniPreferred Shares issued
by the Fund. These guidelines may impose asset coverage or portfolio
composition requirements that are more stringent than those imposed on the Fund
by the 1940 Act. It is not anticipated that these covenants or guidelines will
impede Nuveen Advisory from managing the Fund's portfolio in accordance with
the Fund's investment objectives and policies.

The Fund may also borrow money for repurchase of its shares or as a
temporary measure for extraordinary or emergency purposes, including the
payment of dividends and the settlement of securities transactions which
otherwise might require untimely dispositions of Fund securities.

Assuming that the MuniPreferred Shares will represent in the aggregate
approximately 35% of the Fund's capital and pay dividends at an annual average
rate of 1.50%, the incremental income generated by the Fund's portfolio (net of
estimated expenses) must exceed .53% in order to cover such dividend payments
and other expenses specifically related to the MuniPreferred Shares. Of course,
these numbers are merely estimates, used for illustration. Actual MuniPreferred
Share dividend rates, interest or payment rates may vary frequently and may be
significantly higher or lower than the rate assumed above.

The following table is furnished in response to requirements of the
Securities and Exchange Commission. It is designed to illustrate the effect of
leverage on Common Share total return, assuming
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investment portfolio total returns (comprised of income and changes in the
value of bonds held in the Fund's portfolio net of expenses) of -10%, -5%, 0%,
5% and 10%. These assumed investment portfolio returns are hypothetical figures
and are not necessarily indicative of the investment portfolio returns expected
to be experienced by the Fund. The table further reflects the issuance of
MuniPreferred Shares representing 35% of the Fund's total capital, and the
Fund's currently projected annual MuniPreferred Share dividend rate of 1.50%.
See "Risks--Leverage Risk."

Assumed Portfolio Total Return (net of expenses) (10.00)
Common Share Total Return............oeeeeunennn.. (16.19)

(5.00)
(8.50)

o
°
o
°

Common Share total return is composed of two elements—--the Common Share
dividends paid by the Fund (the amount of which is largely determined by the
net investment income of the Fund after paying dividends on MuniPreferred
Shares) and gains or losses on the value of the securities the Fund owns. As
required by Securities and Exchange Commission rules, the table assumes that
the Fund is more likely to suffer capital losses than to enjoy capital
appreciation. For example, to assume a total return of 0%, the Fund must assume
that the tax-exempt interest it receives on its municipal bond investments is
entirely offset by losses in the value of those bonds.

Unless and until MuniPreferred Shares are issued, the Common Shares will not
be leveraged and this section will not apply.
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RISKS

The net asset value of the Common Shares will fluctuate with and be affected
by, among other things, interest rate risk, credit risk, reinvestment risk and
leverage risk, and an investment in Common Shares will be subject to, among
other things, market discount risk, concentration risk, inflation risk and
municipal bond market risk, each of which is more fully described below.

Newly Organized. The Fund is a newly organized, non-diversified, closed-end
management investment company and has no operating history.

Market Discount Risk. Shares of closed-end management investment companies
frequently trade at a discount from their net asset value.

Interest Rate Risk. Interest rate risk is the risk that bonds (and the
Fund's net assets) will decline in value because of changes in interest rates.
Generally, municipal bonds will decrease in value when interest rates rise and
increase in value when interest rates decline. This means that the net asset
value of the Common Shares will fluctuate with interest rate changes and the
corresponding changes in the value of the Fund's municipal bond holdings. The
value of the longer-term bonds in which the Fund generally invests fluctuates
more in response to changes in interest rates than does the value of
shorter-term bonds. Conversely, the values of lower-rated and comparable
unrated debt securities are less likely than those of investment grade and
comparable unrated debt securities to fluctuate inversely with changes in
interest rates. Because the Fund will invest primarily in long-term bonds, the
Common Share net asset value and market price per share will fluctuate more in
response to changes in market interest rates than if the Fund invested
primarily in shorter-term bonds. The Fund's use of leverage, as described
below, will tend to increase Common Share interest rate risk. Market interest
rates for investment grade municipal bonds in which the Fund will primarily
invest have recently declined significantly below the recent historical average
rates for such bonds. This decline may have increased the risk that these rates
will rise in the future (which would cause the value of the Fund's net assets
to decline) and the degree to which asset values may decline in such event;
however, historical interest rate levels are not necessarily predictive of
future interest rate levels.

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

Concentration Risk. As described above, except to the extent the Fund
invests in temporary investments, the Fund will invest substantially all of its
net assets in New York municipal bonds. The Fund is therefore susceptible to
political, economic or regulatory factors affecting issuers of New York
municipal bonds. The information set forth below and the related information in
the Statement of Additional Information is derived from sources that are
generally available to investors. The information is intended to give a recent
historical description and is not intended to indicate future or continuing
trends in the financial or other positions of New York State or New York City.
It should be noted that the creditworthiness of obligations issued by local New
York issuers may be unrelated to the creditworthiness of obligations issued by
the State of New York or New York City, and that there is no obligation on the
part of the State to make payment on such local obligations in the event of
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The events of September 11, 2001 had a significant impact upon the State
economy generally and more directly on that of the City. While the City and
State expect, based on actions of the U.S. Congress and the President, that
they will be fully reimbursed for the cost to recover from, clean up and repair
the consequences of the World Trade Center attack, the City Comptroller
reported in September 2002 that, of the more than $21 billion in federal aid
promised for this effort, only $2.7 billion had actually been received.
Furthermore, prior to September 11, the nation's and the State's economies had
been weakening, and the loss of over 132,000 jobs in the City since 2000 has
produced material budgetary pressures including increases to later year budget
gaps for the City and reductions to State surpluses. The City's unemployment
rate increased to 8.0% in June 2002 from 5.7% a year earlier. The City
Comptroller's Office has estimated the total cost of the attacks to the City to
be between $83 billion and $95 billion.

New York State has historically been one of the wealthiest states in the
nation. For decades, however, the State's economy grew more slowly than that of
the nation as a whole, gradually eroding the State's relative economic
affluence, as urban centers lost the more affluent to the suburbs and people
and business migrated to the South and West. However, since 1999, prior to the
impact of the events of September 11, the growth of the State's economy has
equaled or exceeded national trends. The State has for many years had a very
high state and local tax burden relative to other states. The burden of state
and local taxation, in combination with the many other causes of regional
economic dislocation, has contributed to the decisions of some businesses and
individuals to relocate outside, or not locate within, the State and remains an
impediment to growth and job creation. The State's and the City's economies
remain more reliant on the securities industry than is the national economy. As
a result, the downturn in that industry prior to September 11, resulted in
adverse changes in wage and employment levels.

The State ended its 2000-2001 fiscal year with a cash surplus of
approximately $1.1 billion. In its January 22, 2002 quarterly update, in part
as a result of the events of September 11, the State projected a decline in
economic growth and lower employment levels in 2002. As a result of declines in
State employment, Wall Street bonuses, and non-wage income levels, personal
income is expected to decline in 2001-2002 and increase minimally in 2002-2003.
In the quarterly update, the State Division of the Budget projected a closing
balance in the General Fund of $2.1 billion in 2001-2002. The State noted that
there are significant risk factors that could result in a reduction in economic
activity statewide such as greater job losses, weaker financial markets and
smaller bonus payments by Wall Street firms. On May 15, 2002, the Governor and
legislative leaders announced that they had come to an agreement on a final
balanced 2002-03 State Budget (the "State Budget"). The State Budget was
enacted on May 16, 2002 and included actions to close the budget gap previously
identified in the State Executive Budget plus an additional $1.4 billion gap
identified in March and April 2002. Under the State Budget, taxpayer-supported
General Fund spending falls by $1 billion, or 2.4 percent. General Fund
spending will total $40.2 billion. All funds spending will increase by less
than 1 percent (0.8%) from that proposed in the State Executive Budget and will
total $89.6 billion.

The State Budget includes a series of one-time actions to close a projected
budget gap of $6.8 billion. These actions included using $1.2 billion of
available cash reserves and other fund balances; implementing a tax amnesty
program; offering early retirement to state workers; and converting hard dollar
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capital financing to bonding while reducing overall capital authorizations. The
State's Tax Stabilization Reserve Fund, a fund to address unforeseen budget
needs, will be maintained at $710 million.
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Press reports in mid October 2002 indicated that the State's budget gap for
the 2002-03 and 2003-04 fiscal years may have grown substantially to between
$10.0 billion and $12.0 billion. The Governor has not provided any details on
proposals to close an increased gap. The State's Annual Information Statement
Update of November 14, 2002 projected that actual receipts for 2002-2003 will
fall significantly below those projected in the State Budget. Similarly,
according to a press release issued by the State Comptroller on November 19,
2002, the State's tax collections in the current fiscal year have declined
14.8% from last year while general fund spending has increased by 2.3% over
last year at this time.

On April 17, 2002, the Mayor of the City released the City of New York
Executive Budget (the "City Executive Budget") Fiscal Year 2003 (July 1, 2002
to June 30, 2003), which includes a financial plan for fiscal years 2003
through 2006. On June 21, 2002, the Mayor and the City Council adopted the
City's budget for 2003 (the "City Budget") and the City's financial plan for
the 2002 through 2006 fiscal years (the "Initial Plan") which incorporated such
City Executive Budget and financial plan. The City Budget and Initial Plan
included a number of steps to close a projected $5.0 billion budget gap for
fiscal year 2003, including city agency cuts ranging up to 36%, staffing
changes requiring union consent, stretching out some elements of the City's
four year construction plan to five years, debt restructuring and asset sales
and proposed State and federal initiatives to generate up to $2.2 billion of
gap closing actions in fiscal year 2003 and an aggregate of $5.5 billion in
fiscal years 2004 through 2006. The City Budget and Initial Plan provided that
the City's Transitional Finance Authority would issue $1.1 billion of its
general obligation bonds in fiscal year 2003 to help close the budget gap. As a
result of extraordinary actions to address the impact of September 11, the City
Executive Budget projected balanced budgets in the 2002 and 2003 fiscal years
and budget gaps of $3.7 billion, $4.2 billion and $4.6 billion, respectively,
for the 2004, 2005 and 2006 fiscal years prior to any gap closing actions. The
Mayor proposed to close these outyear gaps through unspecified additional City
agency cuts, federal and State initiatives and other actions.

On July 18, 2002, the Mayor announced that the City would have to cut an
additional $1 billion of expenses from the 2003 fiscal year budget in order to
deal with an increase in the 2003 budget gap. The Mayor on October 18, 2002
announced that the projected budget gap for the 2004 fiscal year had grown to
as much as $6.0 billion and that the projected budget gaps for fiscal years
2005 and 2006 had grown to $5.6 billion and $6.0 billion, respectively. On
October 28, 2002, the City Office of Management and Budget instructed certain
City agencies to identify more budget savings of 2% in fiscal year 2003 and 4%
in fiscal year 2004 on top of the cuts of approximately 7.5% called for by the
Mayor in July 2002 to address the fiscal year 2002-2003 budget gap. On November
12, 2002, the New York City Independent Budget Office estimated that tax
revenues for fiscal year 2003 will fall $226 million short of the estimates in
the City Budget.

On November 14, 2002, the Mayor issued a press release setting forth the
first quarter budget modification and updated four year financial plan (the
"Updated Plan" which together with the Initial Plan are referred to as the
"City Financial Plan"). The Updated Plan predicts a budget deficit of $1.1
billion in fiscal year 2002-2003 and $6.4 billion in fiscal year 2003-2004. The
Mayor proposes to close these shortfalls by a combination of cost savings,
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state and federal assistance, labor productivity and revenue enhancement.
Specifically, the Updated Plan proposes a 25% increase in the City's property
tax to raise $1.1 billion in revenue in fiscal year 2002-2003 and $2.3 billion
in fiscal year 2003-2004.

Additionally, the Updated Plan also includes $780 million in agency spending
cuts in 2002-2003 and $1 billion in such cuts in 2003-2004. The Updated Plan
also assumes a carryover of $800 million in surplus from 2002-2003 to
2003-2004. The Mayor indicated that the City might have to layoff as many as
12,000 workers if the gaps cannot be closed.
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Gap closing actions of $2.2 billion for 2003-2004 included in the Updated
Plan will require federal or state actions and thirty party consent and there
can be no assurances that these will be obtained. The reimposition of a
"commuter tax" on non-City residents', which the Mayor projects will raise $1
billion, will require approval of the New York State Legislature. State
lawmakers have already announced vocal opposition to this tax plan. The Updated
Plan also assumes $400 million in aid from the federal and state governments
and State approval of tolls on City bridges which would generate another $200
million in savings. Similarly, the Updated Plan assumes $600 million in savings
from improvements in worker productivity which will require consent from
various labor unions.

The City depends on aid from the State and federal government to both enable
the City to balance its budget and to meet its cash requirements. The City
Financial Plan provides for an additional $790 million in State and federal aid
and actions in fiscal year 2003 alone, which given the size of the
newly-projected shortfalls, is insufficient to balance the City's budget. The
Updated Plan has assumes an additional $400 million in federal and state
assistance in 2003-2004. According to the Mayor, budget cuts required to close
these new gaps are particularly difficult because, of the City's total budget
of approximately $42 billion, only $15 billion represents expenditures over
which the City has direct control. The remaining $27 billion in spending is
mandated by federal and state laws and would require legislation at other
levels of government to change.

If the State, the State agencies, the City, other municipalities or school
districts were to suffer serious financial difficulties jeopardizing their
respective access to the public credit markets, or increasing the risk of a
default, the market price of municipal bonds issued by such entities could be
adversely affected.

As of October 31, 2002, Moody's rated the City's outstanding general
obligation bonds A2, S&P rated such bonds A and Fitch rated such bonds A+. Such
ratings reflect only the view of Moody's, S&P and Fitch, from which an
explanation of the significance of such ratings may be obtained. However, in
November 2001, Moody's changed its rating of the City's outlook from stable to
negative. There 1is no assurance that such ratings will continue for any given
period of time or that they will not be revised downward or withdrawn entirely.
Any such downward revision or withdrawal could have an adverse effect on the
market prices of City bonds and could increase the City's borrowing costs.
Moody's has given the State's general obligation bonds a rating of A2. S&P had
given the bonds a rating of AA and Fitch had given the bonds a rating of AA.
These ratings reflect the City's and the State's credit quality only, and do
not indicate the creditworthiness of tax—-exempt securities of other issuers in
which the Fund may invest. Furthermore, it cannot be assumed that the City or
the State will maintain their current credit ratings.
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The foregoing information constitutes only a brief summary of some of the
general factors that may impact certain issuers of New York municipal bonds and
does not purport to be a complete or exhaustive description of all adverse
conditions to which the issuers of such bonds held by the Fund are subject.
Additionally, many factors including national economic, social and
environmental policies and conditions, which are not within the control of the
issuers of New York municipal bonds, could affect or could have an adverse
impact on the financial condition of the issuers. The Fund is unable to predict
whether or to what extent such factors or other factors may affect the issuers
of New York municipal bonds, the market wvalue or marketability of such bonds or
the ability of the respective issuers of the bonds acquired by the Fund to pay
interest on or principal of such bonds.
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See "Factors Pertaining to New York" in the Statement of Additional
Information for more information about New York.

Municipal Bond Market Risk. Investing in the municipal bond market involves
certain risks. The amount of public information available about the municipal
bonds in the Fund's portfolio is generally less than that for corporate
equities or bonds, and the investment performance of the Fund may therefore be
more dependent on the analytical abilities of Nuveen Advisory than if the Fund
were a stock fund or taxable bond fund. The secondary market for municipal
bonds also tends to be less well- developed or liquid than many other
securities markets, which may adversely affect the Fund's ability to sell its
bonds at attractive prices or at prices approximating those at which the Fund
currently values them.

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

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

In addition, the Fund may be subject to certain restrictions on investments
imposed by guidelines of the insurance companies issuing Portfolio Insurance.
The Fund does not expect these guidelines to prevent Nuveen Advisory from
managing the Fund's portfolio in accordance with the Fund's investment
objectives and policies.
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Reinvestment Risk. Reinvestment risk is the risk that income from the Fund's
bond portfolio will decline if and when the Fund invests the proceeds from
matured, traded or called bonds at market interest rates that are below the
portfolio's current earnings rate. A decline in income could affect the Common
Shares' market price or their overall returns.

Leverage Risk. Leverage risk is the risk associated with the issuance of the
MuniPreferred Shares to leverage the Common Shares. There can be no assurance
that the Fund's leveraging strategy will be successful. Once the MuniPreferred
Shares are issued, the net asset value and market value of Common Shares will
be more volatile, and the yield to Common Shareholders will tend to fluctuate
with changes in the shorter-term dividend rates on the MuniPreferred Shares.
Long-term municipal bond rates of return are typically, although not always,
higher than shorter-term municipal bond rates of return. If the dividend rate
on the MuniPreferred Shares approaches the net rate of return on the Fund's
investment
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portfolio, the benefit of leverage to Common Shareholders would be reduced. If
the dividend rate on the MuniPreferred Shares exceeds the net rate of return on
the Fund's portfolio, the leverage will result in a lower rate of return to
Common Shareholders than if the Fund were not leveraged. Because the long- term
bonds included in the Fund's portfolio will typically pay fixed rates of
interest while the dividend rate on the MuniPreferred Shares will be adjusted
periodically, this could occur even when both long- term and short-term
municipal rates rise. In addition, the Fund will pay (and Common Shareholders
will bear) any costs and expenses relating to the issuance and ongoing
maintenance of the MuniPreferred Shares (for example, distribution related
expenses such as the participation fee paid at what it expects will be an
annual rate of 0.25% of MuniPreferred Share liquidation preference to
broker-dealers participating in MuniPreferred Share auctions). Accordingly, the
Fund cannot assure you that the issuance of MuniPreferred Shares will result in
a higher yield or return to Common Shareholders.

Similarly, any decline in the net asset value of the Fund's investments will
be borne entirely by Common Shareholders. Therefore, if the market value of the
Fund's portfolio declines, the leverage will result in a greater decrease in
net asset value to Common Shareholders than if the Fund were not leveraged.
Such greater net asset value decrease will also tend to cause a greater decline
in the market price for the Common Shares. The Fund might be in danger of
failing to maintain the required 200% asset coverage or of losing its expected
AAA/RAaa ratings on the MuniPreferred Shares or, in an extreme case, the Fund's
current investment income might not be sufficient to meet the dividend
requirements on the MuniPreferred Shares. In order to counteract such an event,
the Fund might need to liquidate investments in order to fund a redemption of
some or all of the MuniPreferred Shares. Liquidation at times of low municipal
bond prices may result in capital loss and may reduce returns to Common
Shareholders.

While the Fund may from time to time consider reducing leverage in response
to actual or anticipated changes in interest rates in an effort to mitigate the
increased volatility of current income and net asset value associated with
leverage, there can be no assurance that the Fund will actually reduce leverage
in the future or that any reduction, if undertaken, will benefit the Common
Shareholders. Changes in the future direction of interest rates are very
difficult to predict accurately. If the Fund were to reduce leverage based on a
prediction about future changes to interest rates, and that prediction turned
out to be incorrect, the reduction in leverage would likely operate to reduce
the income and/or total returns to Common Shareholders relative to the

29



circumstance where the Fund had not reduced leverage. The Fund may decide that
this risk outweighs the likelihood of achieving the desired reduction to
volatility in income and share price if the prediction were to turn out to be
correct, and determine not to reduce leverage as described above.

The Fund may invest in the securities of other investment companies. Such
securities may also be leveraged and will therefore be subject to the leverage
risks described above. Such additional leverage may in certain market
conditions serve to reduce the net asset value of the Fund's Common Shares and
the returns to Common Shareholders.

Inflation Risk. Inflation risk is the risk that the value of assets or
income from investment will be worth less in the future as inflation decreases
the value of money. As inflation increases, the real value of the Common Shares
and distributions can decline. In addition, during any periods of rising
inflation, MuniPreferred Share dividend rates would likely increase, which
would tend to further reduce returns to Common Shareholders.

Derivatives Risk. The Fund may utilize a variety of derivative instruments
solely for risk management purposes. As explained under "How the Fund Manages
Risk--Hedging Strategies," the

28

Fund does not intend to use derivatives to increase leverage or to enhance
current income. These derivatives may include such instruments as options
contracts, futures contracts, options on futures contracts, swap agreements,
short sales and delayed delivery and forward commitment transactions.
Derivatives are subject to a number of risks described elsewhere in this
Prospectus, such as liquidity risk, interest rate risk, credit risk and
management risk. Derivatives also involve the risk of mispricing or improper
valuation, the risk of ambiguous documentation, and the risk that changes in
the value of a derivative may not correlate perfectly with an underlying asset,
interest rate or index. Suitable derivative transactions may not be available
in all circumstances and there can be no assurance that the Fund will engage in
these transactions to reduce exposure to other risks when that would be
beneficial.

Non-Diversification. Because the Fund is classified as "non-diversified"
under the 1940 Act it can invest a greater portion of its assets in obligations
of a single issuer. As a result, the Fund will be more susceptible than a
diversified fund to any single corporate, economic, political or regulatory
occurrence. See "The Fund's Investments." Also, the Fund's policy of generally
investing in bonds that are exempt from the federal alternative minimum tax
applicable to individuals may prevent the Fund from investing in certain kinds
of bonds and thereby limit the Fund's ability to optimally diversify its
portfolio.

Anti-Takeover Provisions. The Fund's Declaration includes provisions that
could limit the ability of other entities or persons to acquire control of the
Fund or convert the Fund to open-end status. These provisions could have the
effect of depriving the Common Shareholders of opportunities to sell their
Common Shares at a premium over the then current market price of the Common
Shares.

Certain Affiliations. Certain broker-dealers may be considered to be
affiliated persons of the Fund, Nuveen Advisory and/or Nuveen. Absent an
exemption from the Securities and Exchange Commission or other regulatory
relief, the Fund is generally precluded from effecting certain principal
transactions with affiliated brokers, and its ability to purchase securities
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being underwritten by an affiliated broker or a syndicate including an
affiliated broker, or to utilize affiliated brokers for agency transactions, is
subject to restrictions. This could limit the Fund's ability to engage in
securities transactions and take advantage of market opportunities. In
addition, unless and until the underwriting syndicate is broken in connection
with the initial public offering of the Common Shares, the Fund will be
precluded from effecting principal transactions with brokers who are members of
the syndicate.

29

HOW THE FUND MANAGES RISK
Investment Limitations

The Fund has adopted certain investment limitations designed to limit
investment risk and maintain portfolio diversification. These limitations are
fundamental and may not be changed without the approval of the holders of a
"majority of the outstanding”" Common Shares and, if issued, MuniPreferred
Shares voting together as a single class, and the approval of the holders of a
"majority of the outstanding" MuniPreferred Shares voting as a separate class.
When used with respect to particular shares of the Fund, a "majority of the
outstanding" shares means (i) 67% or more of the shares present at a meeting,
if the holders of more than 50% of the shares are present or represented by
proxy, or (ii) more than 50% of the shares, whichever is less. Among other
restrictions, the Fund may not invest more than 25% of total Fund assets in
securities of issuers in any one industry, except that this limitation does not
apply to municipal bonds backed by the assets and revenues of governments or
political subdivisions of governments.

The Fund may become subject to guidelines which are more limiting than the
investment restriction set forth above in order to obtain and maintain ratings
from Moody's or S&P on the MuniPreferred Shares that it intends to issue. The
Fund does not anticipate that such guidelines would have a material adverse
effect on the Fund's Common Shareholders or the Fund's ability to achieve its
investment objectives. See "Investment Objectives" in the Statement of
Additional Information for information about these guidelines and a complete
list of the fundamental and non-fundamental investment policies of the Fund.

The Fund seeks to reduce credit risk by buying bonds that are either covered
by insurance or backed by an escrow or trust account, each with the purpose of
ensuring timely payment of principal and interest. However, these municipal
bonds remain subject to market risk.

Limited Issuance of MuniPreferred Shares

Under the 1940 Act, the Fund could issue MuniPreferred Shares having a total
liquidation value (original purchase price of the shares being liquidated plus
any accrued and unpaid dividends) of up to one-half of the value of the asset
coverage of the Fund. If the total liquidation value of the MuniPreferred
Shares was ever more than one-half of the value of the Fund's asset coverage,
the Fund would not be able to declare dividends on the Common Shares until the
liquidation value, as a percentage of the Fund's assets, was reduced. The Fund
intends to issue MuniPreferred Shares representing about 35% of the Fund's
total capital immediately after the time of issuance. This higher than required
margin of net asset value provides a cushion against later fluctuations in the
value of the Fund's portfolio and will subject Common Shareholders to less
income and net asset value volatility than if the Fund were more leveraged. The
Fund intends to purchase or redeem MuniPreferred Shares, if necessary, to keep
the liquidation value of the MuniPreferred Shares below one-half of the value
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of the Fund's asset coverage.
Management of Investment Portfolio and Capital Structure to Limit Leverage Risk

The Fund may take certain actions if short-term interest rates increase or
market conditions otherwise change (or the Fund anticipates such an increase or
change) and the Fund's leverage begins (or is expected) to adversely affect
Common Shareholders. In order to attempt to offset such a negative impact of
leverage on Common Shareholders, the Fund may shorten the average maturity of
its investment portfolio (by investing in short-term, high quality securities)
or may extend the maturity of
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outstanding MuniPreferred Shares. The Fund may also attempt to reduce the
leverage by redeeming or otherwise purchasing MuniPreferred Shares. As
explained above under "Risks—--Leverage Risk," the success of any such attempt
to limit leverage risk depends on Nuveen Advisory's ability to accurately
predict interest rate or other market changes. Because of the difficulty of
making such predictions, the Fund may never attempt to manage its capital
structure in the manner described above.

If market conditions suggest that additional leverage would be beneficial,
the Fund may sell previously unissued MuniPreferred Shares or MuniPreferred
Shares that the Fund previously issued but later repurchased.

Currently, the Fund may not invest in inverse floating rate securities,
which are securities that pay interest at rates that vary inversely with
changes in prevailing short-term tax-exempt interest rates and which represent
a leveraged investment in an underlying municipal bond. This restriction is a
non-fundamental policy of the Fund that may be changed by vote of the Fund's
Board of Trustees.

Hedging Strategies

The Fund may use various investment strategies designed to limit the risk of
bond price fluctuations and to preserve capital. These hedging strategies
include using financial futures contracts, options on financial futures or
options based on either an index of long-term municipal securities or on
taxable debt securities whose prices, in the opinion of Nuveen Advisory,
correlate with the prices of the Fund's investments. The Fund does not intend
to use derivatives to increase leverage or to enhance current income.
Successful implementation of most hedging strategies would generate taxable
income.

MANAGEMENT OF THE FUND
Trustees and Officers

The Board of Trustees is responsible for the management of the Fund,
including supervision of the duties performed by Nuveen Advisory. The names and
business addresses of the trustees and officers of the Fund and their principal
occupations and other affiliations during the past five years are set forth
under "Management of the Fund" in the Statement of Additional Information.

Investment Adviser
Nuveen Advisory, 333 West Wacker Drive, Chicago, Illinois 60606, serves as

the investment adviser to the Fund. In this capacity, Nuveen Advisory is
responsible for the selection and on-going monitoring of the municipal bonds in
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the Fund's investment portfolio, managing the Fund's business affairs and
providing certain clerical, bookkeeping and administrative services. Nuveen
Advisory serves as investment adviser to investment portfolios with more than
$43.6 billion in assets under management as of October 31, 2002. See the
Statement of Additional Information under "Investment Adviser."

Nuveen Advisory is responsible for execution of specific investment
strategies and day-to-day investment operations. Nuveen Advisory manages the
Fund using a team of analysts and portfolio managers that focus on a specific
group of funds. Paul L. Brennan is the portfolio manager of the Fund and will
provide daily oversight for, and execution of, the Fund's investment
activities. Mr. Brennan became a portfolio manager of Flagship Financial Inc.
in 1991, and subsequently became an Assistant Vice President of Nuveen Advisory
upon the acquisition of Flagship Resources Inc. by The John Nuveen Company in
January 1997. He became a Vice President of Nuveen Advisory in January 2002.
Mr. Brennan currently manages investments for 25 Nuveen-sponsored investment
companies.
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Nuveen Advisory is a wholly owned subsidiary of The John Nuveen Company, 333
West Wacker Drive, Chicago, Illinois 60606. Founded in 1898, The John Nuveen
Company and its affiliates had over $84 billion of assets under management or
surveillance as of October 31, 2002. The John Nuveen Company is a
majority-owned subsidiary of The St. Paul Companies, Inc., a publicly-traded
company which is principally engaged in providing property-liability insurance
through subsidiaries.

Investment Management Agreement

Pursuant to an investment management agreement between Nuveen Advisory and
the Fund, the Fund has agreed to pay for the services and facilities provided
by Nuveen Advisory an annual management fee, payable on a monthly basis,
according to the following schedule:

Management

Average Daily Managed Assets Fee

Up £0 $125 Milldomn. et e ee e ettt et eeeeenenneeeeeeenenns .6500%
$125 million to $250 mMillion. ...t inneeneeennns .6375%
$250 million to $500 Million. ...t inneeeneeennns .6250%
$500 million to S1 billion. ...ttt inneeenaeennns .6125%
S1 billion to $2 billion. ...ttt ittt e eeaeenann .6000%
S2 Pil11i0on ANd OV . i i vt ittt ettt et et e eneeeeeeeeeeennaeeeens .5750%

If the Fund utilizes leverage through the issuance of MuniPreferred Shares
in an amount equal to 35% of the Fund's total assets (including the amount
obtained from leverage), the management fee calculated as a percentage of net
assets attributable to Common Shares would be as follows:

Management
Net Assets Attributable to Common Shares Fee
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UPp £0 S125 Milliome i ui it ittt et eeee et eeeeeeneeenneeannas 1.0000%
$125 million to $250 Milliomn . w vt ettt et eeneeeeneenneennnn .9808%
$250 million to $500 Milliomn . . e e teneeeneeeneeenneennnn .9615%
$500 million to S1 Dilliom. e e e e teneeeeeeeeeeeneennnn .9423%
S1 Dillion o $2 billiomn. .t e ettt ettt ettt eeeneeenan .9231%
S2 Pil11i0on ANd OVe T . i i v it ittt ettt e e e eeneeeeseeeeennnaeeeens .8846%

In addition to the fee of Nuveen Advisory, the Fund pays all other costs and
expenses of its operations, including compensation of its trustees (other than
those affiliated with Nuveen Advisory), custodian, transfer agency and dividend
disbursing expenses, legal fees, expenses of independent auditors, expenses of
repurchasing shares, expenses of issuing any MuniPreferred Shares, expenses of
preparing, printing and distributing shareholder reports, notices, proxy
statements and reports to governmental agencies, and taxes, if any.
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For the first eight full years of the Fund's operation, Nuveen Advisory has
contractually agreed to reimburse the Fund for fees and expenses in the
amounts, and for the time periods, set forth below:

Percentage Percentage
Reimbursed Reimbursed
(as a percentage (as a percentage
Year Ending of Managed Year Ending of Managed
November 30, Assets) November 30, Assets)
2002/ (1) /... .32% 200700000 .32%
2003........ .32% 2008........ .24%
2004........ .32% 2009........ .16%
2005........ .32% 2010........ .08%
2006........ .32%

(1)From the commencement of operations.

Nuveen Advisory has not agreed to reimburse the Fund for any portion of its
fees and expenses beyond November 30, 2010.

NET ASSET VALUE

The Fund's net asset value per share is determined as of the close of
regular session trading (normally 4:00 p.m. eastern time) on each day the New
York Stock Exchange is open for business. Net asset value is calculated by
taking the fair value of the Fund's total assets, including interest or
dividends accrued but not yet collected, less all liabilities, and dividing by
the total number of shares outstanding. The result, rounded to the nearest
cent, 1is the net asset value per share.

In determining net asset value, expenses are accrued and applied daily and
securities and other assets for which market quotations are available are
valued at market value. The prices of municipal bonds are provided by a pricing
service and based on the mean between the bid and asked price. When price
quotes are not readily available (which is usually the case for municipal
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bonds), the pricing service establishes a fair market value based on prices of
comparable municipal bonds. All valuations are subject to review by the Fund's
Board of Trustees or its delegate, Nuveen Advisory.

DISTRIBUTIONS

Commencing with the first dividend, the Fund intends to make regular monthly
cash distributions to Common Shareholders at a level rate (stated in terms of a
fixed cents per Common Share dividend rate) that reflects the past and
projected performance of the Fund. Distributions can only be made from net
investment income after paying any accrued dividends to MuniPreferred
shareholders. The Fund's ability to maintain a level dividend rate will depend
on a number of factors, including dividends payable on the MuniPreferred
Shares. The net income of the Fund consists of all interest income accrued on
portfolio assets less all expenses of the Fund. Expenses of the Fund are
accrued each day. Over time, all the net investment income of the Fund will be
distributed. At least annually, the Fund also intends to distribute net capital
gain and ordinary taxable income, if any, after paying any accrued dividends or
making any liquidation payments to MuniPreferred shareholders. Initial
distributions to Common Shareholders are expected to be declared approximately
45 days, and paid approximately 60 to 90 days, from the completion of this
offering, depending on market conditions. Although it does not now intend to do
so, the Board of Trustees may change the Fund's dividend policy and the amount
or timing of the

33

distributions, based on a number of factors, including the amount of the Fund's
undistributed net investment income and historical and projected investment
income and the amount of the expenses and dividend rates on the outstanding
MuniPreferred Shares.

To permit the Fund to maintain a more stable monthly distribution, the Fund
will initially distribute less than the entire amount of net investment income
earned in a particular period. The undistributed net investment income would be
available to supplement future distributions. As a result, the distributions
paid by the Fund for any particular monthly period may be more or less than the
amount of net investment income actually earned by the Fund during the period.
Undistributed net investment income will be added to the Fund's net asset value
and, correspondingly, distributions from undistributed net investment income
will be deducted from the Fund's net asset value.

DIVIDEND REINVESTMENT PLAN

You may elect to have all dividends, including any capital gain dividends,
on your Common Shares automatically reinvested by the Plan Agent in additional
Common Shares under the Dividend Reinvestment Plan (the "Plan"). You may elect
to participate in the Plan by completing the Dividend Reinvestment Plan
Application Form. If you do not participate, you will receive all distributions
in cash paid by check mailed directly to you by State Street Bank and Trust
Company as dividend paying agent.

If you decide to participate in the Plan, the number of Common Shares you
will receive will be determined as follows:

(1) If Common Shares are trading at or above net asset value at the time
of valuation, the Fund will issue new shares at the then current market

price; or

(2) If Common Shares are trading below net asset value at the time of
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valuation, the Plan Agent will receive the dividend or distribution in cash
and will purchase Common Shares in the open market, on the American Stock
Exchange or elsewhere, for the participants' accounts. It is possible that
the market price for the Common Shares may increase before the Plan Agent
has completed its purchases. Therefore, the average purchase price per share
paid by the Plan Agent may exceed the market price at the time of valuation,
resulting in the purchase of fewer shares than if the dividend or
distribution had been paid in Common Shares issued by the Fund. The Plan
Agent will use all dividends and distributions received in cash to purchase
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