
Delaware Investments National Municipal Income Fund
Form 497
April 07, 2011

PROXY MATERIALS

Delaware Investments Arizona Municipal Income Fund, Inc.
(NYSE Amex: VAZ)

Delaware Investments National Municipal Income Fund
(NYSE Amex: VFL)

Dear Shareholder:

I am writing to let you know that a joint special meeting of shareholders of the closed-end registered investment companies listed above (the
“Funds”) will be held at the offices of Stradley Ronon Stevens &Young, LLP, 2005 Market Street, 26th Floor, Philadelphia, Pennsylvania 19103
on May 23, 2011 at 4:00 p.m. Eastern time. The purpose of the meeting is to vote on an important proposal that affects the Funds and your
investment. As a shareholder, you have the opportunity to voice your opinion on certain matters that affect the Funds. This package contains
information about the proposal and the materials to use when voting by mail, by telephone, or through the Internet.

 Please read the enclosed materials and cast your vote. Please vote your shares promptly. Your vote is extremely important, no matter how
large or small your holdings may be.

 The proposal has been carefully reviewed by each Fund’s Board of Trustees/ Directors (the “Board”). The Board, all but one of whose members
are not affiliated with Delaware Investments, is responsible for protecting your interests as a shareholder. The Board believes the proposal is in
the best interests of the shareholders of both Funds.

 Each Fund’s Board recommends that you vote FOR the proposal.

 The proposal is described in greater detail in the enclosed Proxy Statement/Prospectus.

 Voting is quick and easy. Everything you need is enclosed. To cast your vote, simply complete the proxy card enclosed in this package. Be
sure to sign the card before mailing it in the postage-paid envelope. You may also vote your shares by touch-tone telephone or through the
Internet. Simply call the toll-free number or visit the website indicated on your proxy card, and follow the recorded or online instructions.
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If you have any questions before you vote, please call Computershare Fund Services, Inc., the Funds’ proxy solicitor, at 877-520-8548, and
they will be glad to help you get your vote in quickly. You may also receive a telephone call from the solicitor reminding you to vote your
shares. Thank you for your participation in this important initiative.

Sincerely,

Patrick P. Coyne
Chairman
March 31, 2011
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NOTICE OF JOINT SPECIAL MEETING OF SHAREHOLDERS OF

DELAWARE INVESTMENTS ARIZONA MUNICIPAL INCOME FUND, INC.
(NYSE AMEX: VAZ)

and

DELAWARE INVESTMENTS NATIONAL MUNICIPAL INCOME FUND
(NYSE AMEX: VFL)

To be held on May 23, 2011

Important notice regarding the availability of proxy materials
for the shareholder meeting to be held on May 23, 2011:

this proxy statement is available at
www.delawareinvestments.com/CEProxy.

To the Shareholders:

NOTICE IS HEREBY GIVEN that a joint special meeting (the “Meeting”) of shareholders of Delaware Investments Arizona Municipal
Income Fund, Inc. (the “Target Fund”) and Delaware Investments National Municipal Income Fund (the “Acquiring Fund”) has been called by the
Board of Trustees of the Acquiring Fund and the Board of Directors of the Target Fund. The Meeting will be held at the offices of Stradley
Ronon Stevens & Young, LLP, located at 2005 Market Street, 26th Floor, Philadelphia, PA 19103, on Monday, May 23, 2011 at 4:00 p.m.
Eastern time. The purpose of the Meeting is for each Fund:

To approve an Agreement and Plan of Acquisition (the “Agreement”) providing for (i) the acquisition by the Acquiring Fund of substantially all of
the assets of the Target Fund, in exchange for newly issued common shares of the Acquiring Fund; (ii) the distribution of such newly issued
common shares of the Acquiring Fund to holders of common shares of the Target Fund; and (iii) the dissolution of the Target Fund thereafter.

 Shareholders of record of the Funds as of the close of business on March 24, 2011 are entitled to notice of, and to vote at, the Meeting or any
adjournment thereof. Whether or not you plan to attend the Meeting, please vote your shares by returning the proxy card by mail in the enclosed
postage-paid envelope, or by voting by telephone or over the Internet. Your vote is important.

By Order of the Board,

Patrick P. Coyne
Chairman
March 31, 2011
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To secure the largest possible representation and to save the expense of further mailings, please mark your proxy card(s), sign, and return it
(them) in the enclosed envelope, which requires no postage if mailed from the United States. If you prefer, you may instead vote by telephone or
the Internet. You may revoke your proxy at any time before or at the Meeting or vote in person if you attend the Meeting, as provided in the
attached Proxy Statement/Prospectus.
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PROXY STATEMENT/PROSPECTUS

Dated March 31, 2011

Acquisition of Substantially All of the Assets of

DELAWARE INVESTMENTS ARIZONA MUNICIPAL INCOME FUND, INC.
(NYSE AMEX: VAZ)

By, and In Exchange For Shares of,

DELAWARE INVESTMENTS NATIONAL MUNICIPAL INCOME FUND
(NYSE AMEX: VFL)

This proxy statement/prospectus (“Proxy Statement/Prospectus”) solicits proxies to be voted at a joint special meeting of shareholders (the
“Meeting”) of Delaware Investments Arizona Municipal Income Fund, Inc.(the “Target Fund”) and Delaware Investments National Municipal
Income Fund (the “Acquiring Fund” and, together with the Target Fund, the “Funds”).

 The Meeting will be held at the offices of Stradley Ronon Stevens & Young, LLP, located at 2005 Market Street, 26th Floor, Philadelphia,
PA 19103, on Monday, May 23, 2011 at 4:00 p.m. Eastern time. The purpose of the Meeting is for each Fund:

To approve an Agreement and Plan of Acquisition (the “Agreement”) providing for (i) the acquisition by the Acquiring Fund of substantially all of
the assets of the Target Fund, in exchange for newly issued common shares of the Acquiring Fund; (ii) the distribution of such newly issued
common shares of the Acquiring Fund to holders of common shares of the Target Fund; and (iii) the dissolution of the Target Fund thereafter.

 A form of the Agreement is set forth in Exhibit A of this Proxy Statement/Prospectus. If the shareholders of the Funds vote to approve the
Agreement, substantially all of the assets of the Target Fund will be acquired by the Acquiring Fund in exchange for shares of the Acquiring
Fund (such transaction, the “Acquisition”).

 The principal executive offices of the Funds are located at 2005 Market Street, Philadelphia, Pennsylvania 19103-7094. You can reach the
offices of the Funds by telephone by calling 1-800-523-1918.

 The Board of Directors or Trustees (the “Board”) of each Fund is soliciting these proxies. If the shareholders of the Funds vote to approve the
Agreement, each holder of common stock of the Target Fund (“Target Fund Shares”) will receive Acquiring Fund shares of beneficial interest
(“Acquiring Fund Shares”) of equivalent aggregate
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net asset value (“NAV”) to the aggregate NAV of the Target Fund Shares they own. No sales charge will be imposed on the Acquiring Fund
Shares received in connection with the Acquisition, and the Acquisition is designed to be a tax-free reorganization. After the Acquisition is
completed, the Target Fund will be liquidated and dissolved.

Each Fund is a diversified, closed-end management investment company registered under the Investment Company Act of 1940, as amended
(the “1940 Act”). The investment objective of the Acquiring Fund is to provide current income exempt from federal income tax, consistent with
the preservation of capital. The investment objective of the Target Fund is to provide current income exempt from both federal income tax and
from Arizona state personal income tax, consistent with the preservation of capital. The Target Fund Shares and the Acquiring Fund Shares
(together, “Shares”) are listed on NYSE Amex Equities (the “Exchange”), the successor to the American Stock Exchange, under the ticker symbols
set forth above. Delaware Management Company (the “Manager”), a series of Delaware Management Business Trust, serves as investment
manager to each Fund. The Board of each Fund believes that the Acquisition will benefit the shareholders of the Funds, as discussed further in
this Proxy Statement/Prospectus.

 This Proxy Statement/Prospectus will first be sent to shareholders on or about April 8, 2011. It sets forth concisely the information about the
Acquiring Fund that a prospective investor ought to know before investing. It should be retained for future reference. A statement of additional
information dated March 31, 2011 (the “SAI”) relating to this Proxy Statement/Prospectus is incorporated by reference into and is deemed part of
this Proxy Statement/Prospectus. Each Fund’s most recent shareholder report includes financial highlights for the Fund, which are hereby
incorporated by reference into this Proxy Statement/Prospectus. The SAI and other information about the Funds has been filed with the
Securities and Exchange Commission (the “SEC”) and is available upon request and without charge by contacting the Funds at the address or
phone number of its principal executive offices given above. Reports, proxy materials and other information concerning the Funds can also be
inspected at the Exchange.

 THE SEC HAS NOT APPROVED OR DISAPPROVED THESE SECURITIES OR PASSED UPON THE ADEQUACY OF THIS PROXY
STATEMENT/PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

 THE ACQUIRING FUND SHARES ARE NOT DEPOSITS OR OBLIGATIONS OF, OR GUARANTEED OR ENDORSED BY, ANY
BANK, AND ARE NOT INSURED BY THE FEDERAL DEPOSIT INSURANCE CORPORATION, THE FEDERAL RESERVE BOARD,
OR ANY OTHER
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U.S. GOVERNMENT AGENCY. THE ACQUIRING FUND SHARES INVOLVE INVESTMENT RISKS INCLUDING THE POSSIBLE
LOSS OF PRINCIPAL.

 Investments in the Funds are not and will not be deposits with or liabilities of Macquarie Bank Limited ABN 46 008 583 542 and its holding
companies, including their subsidiaries or related companies (Macquarie Group), and are subject to investment risk, including possible delays in
repayment and loss of income and capital invested. No Macquarie Group company guarantees or will guarantee the performance of the Funds,
the repayment of capital from the Funds, or any particular rate of return.
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SUMMARY

This is only a summary of certain information contained in this Proxy Statement/ Prospectus. You should read the more complete
information in the rest of this Proxy Statement/Prospectus, including the Form of Agreement (attached as Exhibit A).

KEY FEATURES OF THE FUNDS

 The Acquiring Fund is organized as a Massachusetts business trust. The Target Fund is organized as a Minnesota corporation. Each Fund is
registered as a closed-end investment company under the 1940 Act, and each Fund’s Shares trade on the Exchange. As of January 31, 2011, the
total assets of the Funds were as follows:

Fund Total Net Assets

Target Fund $39,608,820

Acquiring Fund $30,478,729

KEY FEATURES OF THE ACQUISITION

 The Board of each Fund has concluded that the Acquisition is in the best interests of such Fund’s shareholders and has determined that the
interests of that Fund’s shareholders will not be diluted as a result of the Acquisition. The Board of each Fund has approved submitting the
Agreement to a vote of each Fund’s shareholders at the Meeting, and recommends that shareholders voteFOR approval of the Agreement.

The Acquisition

 If the Agreement is approved, on the date that the Acquisition takes place (the “Closing Date”), the Acquiring Fund will acquire substantially
all of the assets of the Target Fund, and shareholders of the Target Fund will then receive Acquiring Fund Shares in exchange for their Target
Fund Shares (this event, the “Closing”). The Target Fund will retain sufficient assets to pay off any remaining liabilities. After provision has been
made for any remaining liabilities to be paid off, the Target Fund will be dissolved. For more information about the Acquisition, see the section
below entitled “Information About the Acquisition.”

Acquiring Fund Shares

 The Agreement provides that, on the Closing Date, holders of Target Fund Shares will receive Acquiring Fund Shares having an aggregate
NAV equal to the aggregate NAV of the Target Fund Shares they hold on the Closing Date. As a result, the aggregate net asset value (but not
necessarily market value) of a shareholder’s investment in Acquiring Fund Shares will be the same immediately after the Closing

1
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as the aggregate net asset value of such shareholder’s investment in Target Fund Shares immediately before the Acquisition. Similarly, the
Acquisition will have no effect on the aggregate net asset value (but not necessarily market value) of an Acquiring Fund shareholder’s
investment. This structure is designed to avoid any dilution in the investments of holders of either Fund’s Shares. For more information about the
Acquiring Fund Shares, see the section below entitled “Information About the Acquisition — Material Features of the Acquisition — Description of
the Acquiring Fund Shares to be Issued.”

TENDER OFFER AFTER ACQUISITION

The Board of the Acquiring Fund has also approved a tender offer by the Acquiring Fund after the Acquisition is approved by Shareholders
of both Funds and completed (the “Tender Offer”). Under the terms of the Tender Offer, the Acquiring Fund would offer to purchase for cash up
to 18% of the then-outstanding Shares of the Acquiring Fund after the Acquisition at a per Share price equal to 99% of the Acquiring Fund’s
NAV per Share at the expiration of the tender offer.

 One consequence of the Tender Offer may be a higher expense ratio as certain fixed expenses are distributed over a smaller asset base, as the
Acquiring Fund’s assets could be reduced by up to 18% after the Tender Offer. A further consequence of the Tender Offer may be to reduce the
discount of the NAV per Share of the Acquiring Fund’s Shares to the trading price of the Acquiring Fund’s Shares on the Exchange, although no
assurance can be given as to the extent, if any, or duration of any such reduction in the discount.

 In connection with the proposed Acquisition and the Tender Offer, Karpus Investment Management, Inc., a large institutional shareholder of
the Target Fund that had previously submitted a conflicting Target Fund shareholder proposal, has agreed to withdraw such proposal and to
support the approval of the Agreement and Acquisition.

 The Acquiring Fund has not yet commenced the Tender Offer and will only commence the Tender Offer if the Acquisition is approved by
shareholders of both Funds and is completed. The Tender Offer will be made only by an offer to purchase, a related letter of transmittal and
other documents that will be filed with the SEC as exhibits to a tender offer statement on Schedule TO. This disclosure is not a recommendation,
an offer to purchase or a solicitation of an offer to sell stock of the Acquiring Fund. Because these Tender Offer documents will contain
important information, each Fund’s shareholders are urged to read them carefully when they become available. When filed with the SEC, those
documents will be available free

2
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of charge at the SEC’s website, www.sec.gov. Each Fund’s shareholders will also be able to obtain copies of these documents and other
transaction-related documents, when available, by calling Delaware Investments toll-free at 800 523-1918.

KEY FEATURES OF THE ACQUIRING FUND AND THE TARGET FUND

Investment Objectives and Strategies

Investment Objectives. The Funds have similar investment objectives. The Acquiring Fund’s investment objective is to provide current
income exempt from regular federal income tax, consistent with the preservation of capital. The Target Fund’s investment objective is to provide
current income exempt from both regular federal income tax and Arizona state personal income tax, consistent with the preservation of capital.
The main difference between the Funds’ investment objectives is that the Target Fund seeks to provide income exempt from Arizona state
personal income tax, while the Acquiring Fund does not seek to provide income exempt from Arizona state personal income tax. Each Fund’s
investment objective is non-fundamental, meaning that it may be changed by the Fund’s Board without shareholder approval, although
shareholders will receive advance notification of any change in a Fund’s investment objective. There is no guarantee that a Fund will achieve its
investment objective.

 Investment Strategies. The investment strategies of the Funds are similar, except for the Target Fund’s focus on Arizona investments. As a
fundamental policy, the Acquiring Fund will, under normal circumstances, invest at least 80% of its net assets in securities the income from
which is exempt from federal income tax. As a fundamental policy, the Target Fund will, under normal circumstances, invest at least 80% of its
net assets in investment grade municipal securities the income from which is exempt from federal income tax and from Arizona state personal
income tax. For purposes of these fundamental policies, “assets” means net assets plus the amount of any borrowings for investment purposes,
including preferred shares.

 The Manager analyzes economic and market conditions, seeking to identify the securities or market sectors that the Manager thinks are the
best investments for the relevant Fund. The Acquiring Fund generally invests in debt obligations issued by state and local governments and their
political subdivisions, agencies, authorities, and instrumentalities that are exempt from federal income tax. The Acquiring Fund may also invest
in debt obligations issued by or for the District of Columbia, and its political subdivisions, agencies, authorities, and instrumentalities or
territories and possessions of the United States that are exempt from federal income tax. The Target Fund invests primarily in tax-exempt
obligations of issuers in Arizona. The Target Fund may also invest in securities of U.S. territories and possessions to the extent that these
securities are tax-exempt under Arizona’s tax code.

3
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Each Fund invests its assets in securities with maturities of various lengths, depending on market conditions, but will have a dollar-weighted
average effective maturity of between 20 and 30 years. The Manager will adjust the average maturity of the bonds in each Fund’s portfolio to
attempt to provide a current tax exempt income, consistent with preservation of capital. Each Fund’s income level will vary depending on current
interest rates and the specific securities in the portfolio. Each Fund may focus its investments in certain types of bonds or in a certain segment of
the municipal bond market when the supply of bonds in other sectors does not suit its investment needs. Each Fund may invest up to 20% of its
net assets in municipal bonds that are rated below investment grade or that are unrated but judged by the Manager to be of comparable quality.
These lower-rated bonds are often referred to as “high yield” or “junk” bonds, and are considered more speculative than higher rated, investment
grade bonds.

 The Funds generally invest in securities for income rather than seeking capital appreciation through active trading. However, the Funds may
sell securities for a variety of reasons, such as to reinvest the proceeds in higher yielding securities, to eliminate investments not consistent with
the preservation of capital, to fund tender offers, or to address a weakening credit situation. As a result, the Funds may realize losses or capital
gains which could be taxable to shareholders.

 For more information about the investment objectives and strategies of the Funds, see the section below entitled “Information About the
Funds — General Description.”

Trading of Shares on the Exchange

 Each Fund’s Shares trade on the Exchange. Generally, an investor purchasing Fund Shares enters into a purchase transaction on the Exchange
through a broker-dealer and thus indirectly purchases the Shares from a selling Fund shareholder. A shareholder who sells Shares generally sells
them on the Exchange through a broker-dealer, indirectly to another investor. Unlike a mutual fund (also called an “open-end” fund), holders of
Shares of a Fund generally do not purchase and sell Shares from and to the Fund, either directly or through an intermediary such as a
broker-dealer.

PRIMARY CONSEQUENCES OF THE ACQUISITION

 If the Acquisition is completed, the Acquiring Fund will acquire substantially all of the assets of the Target Fund and the Target Fund’s
shareholders will become shareholders of the Acquiring Fund. The Acquiring Fund will continue to operate as a closed-end fund managed by the
Manager and investing its assets pursuant to the Acquiring Fund’s existing investment objectives and strategies. Acquiring Fund Shares will
continue to trade on the Exchange.
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If the Acquisition is completed, the Target Fund will not hold an annual meeting in 2011. If the Acquisition does not take place, the Target
Fund’s Board will announce the date of the 2011 annual meeting for the Target Fund. The Acquiring Fund will hold an annual meeting in 2011
regardless of whether the Acquisition is consummated.

 The Board of the Acquiring Fund has approved a Tender Offer to take place after the Closing Date if the Acquisition is approved by
shareholders and completed. For more information about the Tender Offer, see the section above entitled “Tender Offer after Acquisition.”

 If the Agreement is not approved by a Fund’s shareholders, the Board may consider alternative actions.

 For more information about the Acquisition, see the section below entitled “Information About the Acquisition.”

PRIMARY TAX CONSEQUENCES

 It is expected that neither the Funds nor their shareholders will recognize any gain or loss for federal income tax purposes as a result of the
Acquisition. After the Acquisition, shareholders living in the State of Arizona will lose the benefit of an Arizona state tax exemption to the
extent that the Acquiring Fund invests in securities whose distributions are not exempt from Arizona state income tax. Shareholders should
consult their own tax advisor regarding the effect, if any, of the Acquisition in light of their individual circumstances. Shareholders should also
consult their tax advisor about state and local tax consequences, if any, because the information about tax consequences in this Proxy
Statement/Prospectus relates only to the federal income tax consequences. The discussions of tax consequences in this Proxy
Statement/Prospectus are not intended or written to be used as, and should not be considered a substitute for, tax advice. For more information
about the Federal tax consequences of the Acquisition, see the section below entitled “Information About the Acquisition — Federal Income Tax
Consequences.”

PRINCIPAL RISK FACTORS

 The risks associated with an investment in the Funds are substantially similar. As with most investments, investments in a Fund involve
risks, including the risk that shareholders may receive little or no return on their investment, and the risk that shareholders may lose part or all of
the money they invest. There can be no guarantee against losses resulting from an investment in a Fund, nor can there be any assurance that a
Fund will achieve its investment objectives. Whether a Fund achieves its investment objectives depends on market conditions generally and on
the Manager’s
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analytical and portfolio management skills. Before investing in a Fund, potential shareholders should carefully evaluate the risks. Because of the
nature of the Funds, shareholders should consider an investment in a Fund to be a long-term investment that typically provides the best results
when held for a number of years. Following are the principal risks that shareholders assume when investing in the Funds. The only principal risk
that applies to one Fund but not the other is geographic focus risk, which applies only to the Target Fund:

Geographic focus. The Target Fund, but not the Acquiring Fund, is subject to geographic focus risk. Geographic focus risk is the risk that a
fund, such as the Target Fund, that focuses on investments from a particular state or region could be adversely affected by political and
economic conditions in that state or region. There is also a risk that there could be an inadequate supply of municipal securities in that state or
region. The Target Fund attempts to manage this risk by carefully monitoring the economy of Arizona, and in general the Manager believes that
the market for Arizona municipal securities is currently broad enough to satisfy the Target Fund’s investment needs. In addition, the Target Fund
has the flexibility to invest in issuers in Puerto Rico, the Virgin Islands, and Guam whose bonds also pay income free of state income taxes.

 The following principal risks apply to both Funds:

 Interest rate risk. Interest rate risk is the risk that securities will decrease in value if interest rates rise. This risk is greater for bonds with
longer maturities than for those with shorter maturities. Depending on the actual movements of interest rates and how well the Manager
anticipates them, a Fund could experience a higher or lower return than anticipated. The Funds do not try to increase return by predicting and
aggressively capitalizing on interest rate moves. In an attempt to reduce interest rate risk, the Manager may adjust a Fund’s average duration
based on its market outlook, especially on a longer term basis.

 Market risk. Market risk is the risk that all or a majority of the securities in a certain market — like the stock or bond market — will decline in
value because of economic conditions, future expectations, investor confidence or heavy institutional selling.

 Market price of shares. Shares of closed-end investment companies such as the Funds frequently trade at a discount from their NAV,
although it is also possible that they may trade at a premium above NAV. This risk is distinct from the risk that a Fund’s NAV may decrease.
Whether shareholders realize gains or losses upon the sale of Shares will depend entirely upon whether the market price of the Shares at the time
of sale is above or below the original purchase price for such Shares. Because the market price for a Fund’s Shares is determined by the Fund’s
NAV as well as
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the relative demand for and supply of Shares in the market, general economic and market conditions, and other factors beyond the control of a
Fund, a Fund cannot control whether its Shares trade at a price equal to, above, or below their NAV.

High yield, high-risk municipal securities risks. Each Fund may invest up to 20% of its assets in high yield municipal securities as described
further in “Summary – Key Features of the Acquiring Fund and the Target Fund – Investment Objectives and Strategies” and in “Information About
the Funds - General Description - Investment Strategies.” Investing in such so-called “junk bonds” entails the risk of principal loss, which may be
greater than the risk involved in investment grade bonds. High yield bonds are sometimes issued by municipalities with lesser financial strength
and therefore less ability to make projected debt payments on the bonds. A protracted economic downturn could adversely affect the value of
outstanding bonds and the ability of high yield issuers to repay principal and interest. In particular, for a high yield revenue bond, adverse
economic conditions to the particular project or industry which backs the bond could pose a significant risk. There is generally no established
retail secondary market for high yield securities. As a result, the secondary market for high yield securities is more limited and less liquid than
other secondary securities markets. The high yield secondary market is particularly susceptible to liquidity problems when the institutions which
dominate it, such as mutual funds and certain financial institutions, temporarily stop buying bonds for regulatory, financial, or other reasons.
Adverse publicity and investor perceptions may also disrupt the secondary market for high yield securities.

 Business sector and security risks. Business sector risk is the risk that the value of securities in a particular business sector will decline
because of changing expectations for the performance of that business sector. Security risk is the risk that the value of an individual stock or
bond will decline because of changing expectations for the performance of the individual company issuing the stock or bond (due to situations
that could range from decreased sales to events such as a pending merger or actual or threatened bankruptcy).

 Each Fund may invest 25% or more of its total assets in a particular segment of the bond market such as the housing, healthcare and/or utility
industries. Each Fund may also invest 25% or more of its total assets in industrial development bonds. Each Fund will generally focus its
investments in a particular sector when the supply of bonds in other sectors does not suit the Fund’s investment needs. This will expose a Fund to
greater industry and security risk.

 The Funds spread their assets across different types of municipal securities and among municipal securities representing different industries
and regions (for the Acquiring Fund, throughout the country, and for the Target Fund, throughout Arizona) in order to attempt to minimize the
impact that a poorly performing
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security or business sector would have on a Fund. The Manager also follows a rigorous selection process before choosing securities for a Fund.
Where the Manager feels there is a limited supply of appropriate investments, the Manager may focus a Fund’s investments in just a few
industries. This will expose a Fund to greater business sector and security risk.

Credit risk. Credit risk is the possibility that a bond’s issuer (or an entity that insures the bond) will be unable to make timely payments of
interest and principal. In the case of municipal securities, issuers may be affected by poor economic conditions in their states. The Manager
conducts careful credit analysis of individual bonds. The Funds also focus on high-quality bonds and limit their holdings of bonds rated below
investment grade, and the Funds hold a number of different bonds in their portfolios. All of this is designed to help reduce credit risk.

 Call risk. Call risk is the risk that a bond issuer will prepay the bond during periods of low interest rates, forcing an investor to reinvest his or
her money at interest rates that might be lower than rates on the called bond. The Manager takes into consideration the likelihood of prepayment
when it selects bonds and, in certain environments, the Manager may look for bonds that have protection against early prepayment.

 Alternative minimum tax risk. If a Fund invests in bonds whose income is subject to the alternative minimum tax, that portion of the Fund’s
distributions would be taxable for shareholders who are subject to this tax. Under normal circumstances, each Fund may invest up to 20% of its
assets in bonds whose income is subject to the federal alternative minimum tax.

 Tax reclassification risk. While each Fund endeavors to purchase only bona fide tax-exempt securities, there are risks that: (i) a security
issued as tax-exempt may be reclassified by the Internal Revenue Service (IRS), or a state tax authority, as taxable and/or (ii) future legislative,
administrative, or court actions could adversely impact the qualification of income from a tax-exempt security as tax-free. Such reclassifications
or actions could cause interest from a security to become taxable, possibly retroactively, subjecting shareholders to increased tax liability. In
addition, such reclassifications or actions could cause the value of a security, and therefore the value of a Fund’s Shares, to decline.

 Government and regulatory risks. Governments or regulatory authorities have, from time to time, taken or considered actions that could
adversely affect various sectors of the securities markets. Government involvement in the private sector may, in some cases, include government
investment in, or ownership of, companies in certain commercial business sectors; wage and price controls; or imposition of trade barriers and
other protectionist measures. For example, an economic or political
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crisis may lead to price controls, forced mergers of companies, expropriation, the creation of government monopolies, or other measures that
could be detrimental to the investments of a Fund.

More information on these and other risks of an investment in the Funds is included in the SAI.

CURRENT AND PRO FORMA FEES

 The purpose of the tables below is to assist shareholders in understanding and comparing the various costs and expenses that they will bear
directly or indirectly as a holder of Acquiring Fund Shares, both before and after the Acquisition.

Fees and Expenses for Acquiring Fund Shares
and Target Fund Shares

Pro

Actual* Forma**

Acquiring

Fund

Target Acquiring After the

Fund Fund Acquisition

Annual Expenses (as a percentage of net

       assets attributable to Shares)

       Management Fees 0.40% 0.40% 0.40%

       Transfer Agent Fees 0.03% 0.06% 0.03%

       Other Expenses 0.15% 0.17% 0.13%

       Total Annual Fund

              Operating Expenses 0.58% 0.63% 0.56%

____________________

* Information for the Funds is provided for their fiscal year ended March 31, 2010.

** Pro forma expenses after the Acquisition based on current and anticipated Acquiring Fund expenses, excluding the estimated costs of the Acquisition to be
borne by the Funds. For more information on the estimated expenses of the Acquisition, please see “Information About the Acquisition – Terms of the
Agreement.” The pro forma combined expenses are based on the average net assets of the Funds for the twelve-month period ended September 30, 2010. Pro
Forma Total Annual Fund Operating Expenses giving effect to the change in the Acquiring Fund’s assets after the proposed tender offer are 0.57%.
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Example

This example compares the cost of investing in Acquiring Fund Shares with the cost of investing in Target Fund Shares, both before and
after the Acquisition. It assumes:

An investment at NAV of $1,000 for the periods shown;• 

A 5% investment return each year;• 

The Funds’ operating expenses remain the same each year; and• 

All dividends and distributions are reinvested at NAV.• 

 The Example should not be considered a representation of future expenses or performance, and a Fund’s actual returns may be greater or less
than the hypothetical 5% return used. Although actual costs may be higher or lower than those shown, based on these assumptions the costs
would be:

1 Year 3 Years 5 Years 10 Years

Target Fund $6 $19 $32 $73

Acquiring Fund $6 $20 $35 $79

Acquiring Fund

       (after the Acquisition) $6 $18 $31 $70

INFORMATION ABOUT THE ACQUISITION

 The following summary of the Agreement is qualified in its entirety by the Form of Agreement and Plan of Acquisition that is included as
Exhibit A. Any capitalized terms not defined herein are used as defined in the Agreement.

MATERIAL FEATURES OF THE ACQUISITION

 The Acquisition will consist of the acquisition by the Acquiring Fund of substantially all of the property, assets and goodwill of the Target
Fund in exchange solely for Acquiring Fund Shares; the pro rata distribution of Acquiring Fund Shares to the holders of Target Fund Shares in
complete liquidation of the Target Fund; and the dissolution of the Target Fund.

TERMS OF THE AGREEMENT

 The Closing Date is currently expected to occur in July, 2011, or such other date as the Boards of the Funds may mutually agree. Under the
Agreement, the Target Fund will convey to the Acquiring Fund at the Closing all of the Target Fund’s then existing assets, free and clear of any
liens, except for cash, bank deposits or cash
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equivalent securities in an amount necessary to pay the Target Fund’s estimated costs and expenses of carrying out the Agreement, discharge the
Target Fund’s unpaid liabilities on its books as of the Closing Date, and provide for any reasonably expected contingent liabilities.

In exchange, the Acquiring Fund will deliver to the Target Fund at the Closing the number of Acquiring Fund Shares having an aggregate
NAV equal to the aggregate NAV of the Target Fund Shares as of the Closing Date. The value of each Fund’s portfolio securities and NAV shall
be determined as of the Close of Business on the Closing Date in a manner consistent with the valuation procedures described in each Fund’s
filings with the SEC.

 Immediately following the Closing, the Target Fund shall distribute pro rata to holders of Target Fund Shares of record as of the close of
business on the Closing Date the Acquiring Fund Shares received by the Target Fund, as well as the Target Fund’s other assets, if any, as
provided by the Agreement. The Target Fund will declare a dividend and/or other distribution that, together with all previous such dividends,
shall have the effect of distributing to its shareholders (i) all of the Target Fund’s investment company taxable income (computed without regard
to any deduction for dividends paid), if any, for the taxable year ended March 31, 2011 and substantially all of such investment company taxable
income for any short taxable year beginning on April 1, 2011 and ending on the date of Closing (the “short taxable year”), (ii) at least 90% of the
excess, if any, of the Target Fund’s interest income excludible from gross income under Section 103(a) of the Internal Revenue Code of 1986, as
amended (the “Code”) over its deductions disallowed under Sections 265 and 171(a)(2) of the Code for the taxable year ended March 31, 2011 and
at least 90% of such net tax-exempt income for the short taxable year, and (iii) all of the Target Fund’s net capital gains recognized in its taxable
year ended March 31, 2011 and substantially all of any such capital gain recognized in the short taxable year (in each case after reduction for any
capital loss carry-over). The Target Fund shall be dissolved promptly following the Closing, the distribution of the respective Acquiring Fund
Shares, payment of any dividends or distributions, and resolution of any other contingent liabilities.

 The execution of the Agreement and the consummation of the Acquisition is conditioned on each Fund providing the other with certain
representations, warranties and covenants, and on certain other closing conditions customary in transactions such as the Acquisition.
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It is estimated that the total expenses of entering into and carrying out the Agreement and the Acquisition will be approximately $222,450, of
which $66,735 will be borne by each Fund and $88,980 will be borne by the Manager. The expenses of entering into and carrying out the
Agreement and the Acquisition shall be borne 30% by the Acquiring Fund, 30% by the Target Fund, and 40% by the Manager.

 The Agreement may be amended by mutual consent of the Funds in writing. The Agreement may be terminated and the Acquisition
abandoned at any time prior to the Closing, before or after shareholder approval, or the Closing may be postponed by mutual consent of the
Target Fund and the Acquiring Fund or if either Fund’s Board elects to terminate the Agreement and to abandon the Acquisition. If the
Acquisition has not been consummated by December 31, 2011, the Agreement shall automatically terminate unless a later date is agreed to by
each Fund’s Board.

DESCRIPTION OF ACQUIRING FUND SHARES TO BE ISSUED

 General. The Acquiring Fund is authorized by its Declaration of Trust to issue an infinite number of Acquiring Fund Shares, par value $0.01
per share. As of September 30, 2010, the Acquiring Fund had issued and outstanding 2,422,200 Shares, all listed on the Exchange. Under the
terms of the Agreement, the Acquiring Fund will issue new Acquiring Fund Shares to be distributed to the holders of Target Fund Shares. The
number of additional Acquiring Fund Shares issued will be based on the relative NAVs and Shares outstanding of the Acquiring Fund and the
Target Fund as of the Closing Date. All Acquiring Fund Shares issued pursuant to the Agreement will be fully paid and non-assessable, and will
be listed for trading on the Exchange.

 The terms of the Acquiring Fund Shares to be issued in the Acquisition will be identical to the terms of the Acquiring Fund Shares already
outstanding. All of the Acquiring Fund Shares have equal rights with respect to the payment of dividends and the distribution of assets upon
liquidation. The Acquiring Fund Shares have no preemptive, conversion or exchange rights, nor any right to cumulative voting.

 Distributions. Each Fund makes monthly distributions of net income to holders of its Shares, most of which are expected to be exempt from
federal income tax. Net income consists of all interest income accrued on portfolio assets less all expenses of the Fund. Net realized capital
gains, if any, are distributed to holders of a Fund’s Shares at least annually. Distributions are taxable to the extent made out of a Fund’s taxable
income. Expenses of each Fund are accrued each day.

 Dividend Reinvestment Plan. Each Fund offers an automatic dividend reinvestment program (the “Plan”). Under the current policies of the
Funds, all distributions of net investment income and capital gains to holders of Shares are automatically reinvested in additional Shares unless
shareholders elect to receive all dividends and other distributions in cash.
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BNY Mellon Shareowner Services (“BNY Mellon”), the Fund’s transfer agent, applies all cash dividends, capital gains and other distributions
(collectively, “Distributions”) on each Fund’s Shares which become payable to each Plan participant to the purchase of outstanding Shares for such
participant. These purchases may be made on a securities exchange or in the over-the-counter market, and are subject to such terms of price,
delivery and related matters to which BNY Mellon may agree. The Funds do not issue new Shares in connection with the Plan.

 Reinvested dividends are subject to income taxation just as if they had been paid to the shareholder in cash. Participants will receive a
year-end statement showing distributions reinvested and any brokerage commissions paid on such participant’s behalf.

 Shareholders who hold their Shares through a bank, broker or other nominee and who wish to participate in the Plan should request the bank,
broker or nominee to participate in the Plan on their behalf. This can be done as long as the bank, broker or nominee provides a dividend
reinvestment service for the Funds. If the bank, broker or nominee does not provide this service, such shareholders must have their Shares taken
out of “street” or nominee name and re-registered in their own name in order to participate in the Plan. If such beneficial owners change banks,
brokers, or nominees, they should contact both their old bank, broker or nominee and their new bank, broker or nominee to determine whether or
how they may continue to participate in the Plan.

 Shareholders holding Shares in their own names who wish to terminate their participation in the Plan may do so by sending written
instruction to BNY Mellon. A shareholder with shares held in an account by a bank, broker or other nominee should contact such bank, broker
or other nominee to determine the procedure for withdrawal from the Plan. If written termination instructions are not received by BNY Mellon at
least 10 days prior to the record date for a particular Distribution, that Distribution may be reinvested at the sole discretion of BNY Mellon.
After a shareholder’s instructions to terminate participation in the Plan become effective, Distributions will be paid in cash. Upon termination, a
shareholder may elect to receive either stock or cash for all the full Shares in the account. If cash is elected, BNY Mellon will sell such Shares at
the then current market value and send the net proceeds to the shareholder, after deducting brokerage commissions and related expenses. Any
fractional Shares held by the Plan on behalf of a shareholder at the time of termination will be paid in cash at the current market price, less any
brokerage commissions and related expenses. Shareholders may at any time request a full or partial withdrawal of shares from the Plan, without
terminating participation in the Plan. When Shares outside of the Plan are liquidated, distributions on Shares held under the Plan will continue to
be reinvested unless BNY Mellon is notified of the shareholder’s withdrawal from the Plan.
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BNY Mellon charges participants their proportional share of brokerage commissions on market purchases. Participants may obtain a
certificate or certificates for all or part of the full Shares credited to their accounts at any time by making a request in writing to BNY Mellon. A
fee may be charged to the participant for each certificate issuance.

 If you have any questions and your Shares are registered in “street” name, contact the broker/dealer holding the shares or your financial
advisor. If you have any questions and your Shares are registered in your name, contact BNY Mellon at 800 851-9677.

BOARD CONSIDERATIONS IN APPROVING THE ACQUISITION

 At meetings on November 17, 2010, December 17, 2010, and February 16, 2011, the Boards of the Funds met to consider whether the
Agreement and the Acquisition would be in the interests of the Funds and their shareholders. In approving the Agreement and recommending
that shareholders of each Fund approve the Agreement, the Boards considered the following potential benefits of the Acquisition, among other
factors:

Consistency of contractual management fee. The Funds have the same contractual management fee.• 

Consistency of investment management. The Funds are managed by the same investment team with similar investment strategies and
philosophies, so shareholders would receive the benefit of the continuity of the investment management team and a more
straightforward transition of assets. The Acquiring Fund will retain its current investment objectives and strategies after the
Acquisition, which are similar to those of the Target Fund as described above.

• 

Improved economies of scale and potential for lower expense ratio. The sizes of the Funds are relatively small compared to other
exchange-listed closed-end funds. As of the Funds’ fiscal year ended March 31, 2010, the asset levels of the Funds were both below
$50 million. The Board considered that shareholders may benefit from the larger assets of a combined Fund that, due to economies of
scale, may have a lower expense ratio than either Fund currently has by itself. A larger combined Fund can potentially realize cost
savings due to economies of scale, as certain fixed costs may be distributed over a larger asset base. Thus, the Manager’s projection
indicated that following the Acquisition the Acquiring Fund’s total expense ratio is anticipated to be 0.56%, less than the current total
expense ratio for either Fund.

• 
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Larger and more diverse investment universe. Given the current low level of new Arizona debt issuances, Target Fund shareholders
may benefit from the more geographically diverse portfolio and more robust pool of investment securities that is available to the
Acquiring Fund under its broader investment mandate.

• 

Performance. The Acquiring Fund had a better performance track record over the year-to-date and 1-year periods ending September
30, 2010, so investors may benefit from a combined Fund with improved investment performance.

• 

Similar distribution amounts. The Funds both make monthly distributions to shareholders and have the same monthly dividend payout
amount of $0.0450 per share, and it is anticipated that shareholders in the Acquiring Fund after the Acquisition would continue to
receive the benefit of a monthly distribution at a similar pre-tax distribution rate.

• 

Potential greater liquidity. Shareholders may benefit from a combined Fund that may have better liquidity in the market place with a
greater number of shares outstanding and a larger market capitalization after the Acquisition.

• 

Potential effect on discount. The Acquisition may not have any effect on the combined Fund’s discount from NAV. If the Acquiring
Fund is trading at a lower discount than the Target Fund at the time of the Acquisition, it could allow for Target Fund shareholders to
assume the Acquiring Fund’ssmaller discount. However, there is no guarantee that the Acquiring Fund would have a smaller discount
at the time the Acquisition is completed or that it would persist afterwards.

• 

Potential leverage opportunities. Neither Fund is currently leveraged. A larger, combined Fund might be in a better position to
negotiate favorable terms for borrowing or other forms of leverage if the Acquiring Fund decides to seek leverage in the future.

• 

Tender offer after completion of Acquisition. The Tender Offer will temporarily increase liquidity in Acquiring Fund Shares after the
Acquisition and may temporarily reduce any discount at which such Shares may be trading at that time. In light of the Tender Offer, a
major institutional shareholder of the Target Fund agreed to withdraw a conflicting shareholder proposal and to support approval of
the Agreement and the Acquisition.

• 
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The Target Fund’s Board also considered that, while both Funds’ shareholders would continue to benefit from exemption from federal income
taxation after the Acquisition, Target Fund shareholders would lose the benefit of the state income tax exemption to the extent that the Acquiring
Fund invests in securities whose distributions are not exempt from Arizona state income tax. The Board of the Target Fund considered whether
the other benefits to Target Fund shareholders of the Acquisition would be offset by such change in tax status. The Boards considered that if
shareholders of either Fund do not approve the Agreement, or if the Acquisition is for any other reason not consummated, the Funds would still
bear their portion of the costs of soliciting proxies and other costs involved with proposing the Acquisition. The Boards also considered the
potential for higher portfolio turnover and trading costs following the Acquisition as the assets of the Target Fund are repositioned to match the
combined Fund’s portfolio strategy after the Acquisition.

 After weighing these considerations, among others, the Board of each Fund has determined that each of the Funds and their shareholders
would benefit from the Acquisition. The Boards have also determined that the interests of the Funds’ shareholders will not be diluted as a result
of the Acquisition. The Boards therefore recommend that shareholders of both Funds vote FOR approval of the Agreement.

FEDERAL INCOME TAX CONSEQUENCES

 The following is a general summary of the material U.S. federal income tax considerations of the Acquisition and is based upon the current
provisions of the Code, the existing U.S. Treasury Regulations thereunder, current administrative rulings of the IRS, and published judicial
decisions, all of which are subject to change. These considerations are general in nature and individual shareholders should consult their own tax
advisors as to the federal, state, local, and foreign tax considerations applicable to them and their individual circumstances. These same
considerations generally do not apply to shareholders who hold their Shares in a tax-deferred account.

 The Acquisition is intended to be a tax-free reorganization pursuant to Section 368(a)(1) of the Code. Neither of the Funds has requested or
will request an advance ruling from the IRS as to the federal tax consequences of the Acquisition. Based on certain assumptions made by and
representations received from the Funds, the law firm of Stradley Ronon Stevens & Young, LLP, on behalf of the Funds, will provide a legal
opinion to the effect that, for federal income tax purposes, (1) shareholders of the Target Fund will not recognize any gain or loss as a result of
the exchange of their Target Fund Shares for Acquiring Fund Shares, and (2) the Acquiring Fund and its shareholders will not recognize any
gain or loss upon receipt of the Target Fund’s assets. In addition, the holding period and aggregate tax basis for
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the Acquiring Fund Shares that are received by a Target Fund shareholder will be the same as the holding period and aggregate tax basis of the
Shares of that Target Fund previously held by such shareholder.

Notwithstanding the above, such opinion of counsel may state that no opinion is expressed as to the effect of the Acquisition on the Target
Fund or any Target Fund shareholder with respect to any transferred asset as to which any unrealized gain or loss is required to be recognized for
federal income tax purposes at the end of a taxable year (or on the termination or transfer thereof) under a mark-to-market system of accounting.

 Opinions of counsel are not binding upon the IRS or the courts. If the Acquisition is consummated but the IRS or the courts determine that
the Acquisition does not qualify as a tax-free reorganization under the Code, and thus is taxable, the Target Fund would recognize gain or loss
on the transfer of its assets to the Acquiring Fund and each shareholder of the Target Fund would recognize a taxable gain or loss equal to the
difference between its tax basis in its Target Fund shares and the fair market value of the shares of the Acquiring Fund it receives.

 Final Dividend. Prior to the Closing of the Acquisition, the Target Fund will declare one or more dividends, and the Acquiring Fund may
declare a dividend, payable at or near the time of Closing to their respective shareholders to the extent necessary to avoid entity level tax or as
otherwise deemed desirable.

 Limitations on Capital Loss Carryovers. The tax attributes, including capital loss carryovers, of the Target Fund move to the Acquiring Fund
in the Acquisition. The capital loss carryovers of the Target Fund and the Acquiring Fund are available to offset future gains recognized by the
combined Fund, subject to limitations under the Code. Where these limitations apply, all or a portion of a Fund’s capital loss carryovers may
become unavailable, the effect of which may be to accelerate the recognition of taxable gain to the combined Fund and its shareholders
post-Closing. First, the capital loss carryovers of the Acquiring Fund, increased by any current year loss or decreased by any current year gain,
together with any net unrealized depreciation in the value of its portfolio investments (collectively, its “aggregate capital loss carryovers”), are
expected to become subject to an annual limitation. Losses in excess of that limitation may be carried forward to succeeding tax years, subject,
in the case of net capital losses that arise in taxable years beginning on or before December 22, 2010 as discussed below, to an overall eight-year
carryover period. The annual limitation will generally equal the net asset value of the Acquiring Fund on the Closing Date multiplied by the
“long-term tax-exempt rate” published by the IRS. If the Acquiring Fund has net unrealized built-in gains at the time of Closing of the Acquisition
(i.e., unrealized appreciation in value of the Fund’s investments), the annual limitation for a taxable year will be increased by the amount of such
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built-in gains that are recognized in the taxable year. Second, if a Fund has built-in gains at the time of the Acquisition that are realized by the
combined Fund in the five-year period following the Acquisition, such built-in gains, when realized, may not be offset by the losses (including
any capital loss carryovers and “built in losses”) of the other Fund.Third, the capital losses of the Target Fund that may be used by the Acquiring
Fund (including to offset any “built-in gains” of the Target Fund itself) for the first taxable year ending after the Closing Date will be limited to an
amount equal to the capital gain net income of the Acquiring Fund for such taxable year (excluding capital loss carryovers) treated as realized
post-Closing based on the number of days remaining in such year. Fourth, the Acquisition may result in an earlier expiration of a Fund’s capital
loss carryovers because the Acquisition causes the Target Fund’s tax year to close early in the year of the Acquisition. The aggregate capital loss
carryovers of the Funds and the approximate annual limitation on the use by the Acquiring Fund, post-Closing, of its aggregate capital loss
carryovers following the Acquisition are as follows:

Target Acquiring

Fund at Fund at

Line 12/31/2010 12/31/2010

1 Capital Loss Carryovers (as of 3/31/2010)

       Expiring 2018 ($859,795)

       Expiring 2017 ($1,770,984)

       Expiring 2016 ($18,596)

2 Realized gain (loss) on book basis $55,456 $178,097

3 Aggregate Capital Loss Carryovers $— $2,471,278

4 Net unrealized appreciation in value of

investments on a tax basis $856,965 $75,996

5 Net unrealized appreciation in

investments as a percentage of net

asset value [L4/L6] 2.13% 0.24%

6 Net Asset Value $40,232,602 $31,123,724

7 Long-Term Tax-Exempt Rate (Mar 2011) 4.55%

8 Approximate Annual Limitation [L6xL7] N/A $1,416,129

Based upon the Acquiring Fund’s capital loss position at March 31, 2010, the annual limitation on the use of its aggregate capital loss
carryovers may not prevent the combined Fund from utilizing such losses, albeit over a period of time. However, the effect of the annual
limitation may be to cause the combined Fund, post-Closing, to distribute more capital gains in a taxable year than might otherwise have been
the case if no such limitation had applied. The ability of the Acquiring Fund to
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absorb its own capital loss carryovers and those of the Target Fund post-Closing depends upon a variety of factors that can not be known in
advance. For more information with respect to a Fund’s capital loss carryovers, please refer to the Fund’s shareholder report.

Additionally, the Regulated Investment Company Modernization Act of 2010 eliminated the eight-year carryover period for capital losses
that arise in taxable years beginning after its enactment date (December 22, 2010). Consequently, these capital losses can be carried forward
indefinitely. However, capital losses incurred in pre-enactment taxable years may not be used to offset capital gains until all net capital losses
arising in post-enactment taxable years have been utilized. As a result, some net capital loss carryovers incurred in pre-enactment taxable years
which otherwise would have been utilized under prior law may expire.

 Net Unrealized Appreciation in Value. If the Acquiring Fund following the Acquisition has proportionately greater unrealized appreciation
in its portfolio investments as a percentage of its net asset value than the Target Fund, shareholders of the Target Fund, post-Closing, may
receive greater amounts of taxable gain as such portfolio investments are sold than they otherwise might have if the Acquisition had not
occurred. The Target Fund’s unrealized appreciation (depreciation) in value of investments on a tax basis as a percentage of its net asset value at
December 31, 2010 is 2.1% compared to the Acquiring Fund at December 31, 2010 of 0.2%, and on a combined basis of 1.1%.

 Portfolio Turnover. As discussed above, the Target Fund focuses its investments in Arizona municipal securities, while the Acquiring Fund
is not restricted to any particular state’s municipal securities. The Acquiring Fund may experience higher portfolio turnover in the two years
following the Closing than it has in recent history as the Manager consolidates the portfolios of the Funds into a single portfolio that conforms to
the Acquiring Fund’s investment objectives and strategies. Increased portfolio turnover might cause the shareholders of the Acquiring Fund,
including the former shareholders of the Target Fund, to be subject to higher taxes, because a higher portfolio turnover rate may accelerate the
recognition of capital gains. Although it is difficult to quantify any such potential increase in capital gains, it is anticipated that any such increase
would be nominal. As of December 31, 2010, the Target Fund was in a net loss position with net unrealized depreciation of portfolio
investments on a tax basis of $856,965. The Acquiring Fund currently makes monthly distributions to shareholders of $0.0450 per share, which
the Board and Management would continue to review and may change the distribution amount going forward as necessary based on a variety of
factors. As always, capital gain recognition will be factored into the overall decision making process used in managing the Acquiring Fund.
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Arizona State Tax Exemption; Basis and Holding Period. After the Acquisition, shareholders living in the state of Arizona will lose the
benefit of a state tax exemption to the extent that the Acquiring Fund does not invest in Arizona municipal securities. Additionally, shareholders
will continue to be responsible for tracking the adjusted tax basis and holding period of their shares for federal income tax purposes.

 Further information on certain tax consequences of the Acquisition is included in the SAI.

COMPARISON OF ACQUIRING AND TARGET FUND SHARES

 The following is a general discussion, but not a complete description, of certain characteristics of, and material differences between, the
Shares of each Fund. Further information about each Fund’s shareholder rights is contained in each Fund’s shareholder reports, which are filed
with the SEC, and their Organizational Documents (as defined below), Bylaws (as defined below), and under applicable state law.

General

 The rights, terms and preferences of shareholders of the Funds are substantially similar. The rights, terms and preferences of a Fund’s Shares
are controlled by applicable state law as well as by the Fund’s “Organizational Documents,” which for the Acquiring Fund include its Declaration
of Trust and for the Target Fund include its Articles of Incorporation. Certain other corporate governance provisions are contained in the bylaws
of each Fund, as amended from time to time (the “Bylaws”). The provisions of each Fund’s Organizational Documents and Bylaws are
substantially similar. Subject to the 1940 Act, applicable state law, and each Fund’s Organizational Documents and Bylaws, each of the Funds is
governed by a Board that is elected annually and that consists of the same individuals.

Detailed Comparison

 Dividend Rights, Policies and Limitations. The terms and conditions relating to dividends and distributions for Target Fund Shares are
substantially similar to the terms and conditions described above for Acquiring Fund Shares under “Information About the Acquisition — Material
Features of the Acquisition — Description of Acquiring Fund Shares to Be Issued — Distributions.” To the extent that a Fund engages in a managed
or level dividend policy, if the Fund’s investments do not generate sufficient income, the Fund may be required to liquidate a portion of its
portfolio to pay for such distributions, and therefore such payments may represent a reduction of the holder’s principal. Such “returns of capital” are
generally not taxable as income under the Code. The portion of a distribution that constitutes a return of
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capital will decrease the shareholder’s tax basis in his Fund shares (but not below zero), and will result in an increase in the amount of gain (or
decrease in the amount of loss) that will be recognized by the shareholder for tax purposes on the later sale of such Fund shares.

Dividend Reinvestment Plan. The dividend reinvestment plan for the Target Fund is the same as the Plan described above under “Information
About the Acquisition — Material Features of the Acquisition — Description of Acquiring Fund Shares to be Issued — Dividend Reinvestment Plan.”

Voting Rights. The Shares of each Fund have no right to cumulative voting in the election of directors or trustees. The rights of holders of
each Fund’s Shares, as set forth in each Fund’s Organizational Documents, may not be modified other than by a vote of at least a majority of that
Fund’s outstanding Shares, depending on the right in question.

 Other Rights and Characteristics. The Shares of the Funds were, and the Acquiring Fund Shares issued in connection with the Acquisition
will be, when issued in accordance with the terms of their respective prospectuses, fully paid, non-assessable, and have no preference,
preemptive, conversion, liquidation or subscription rights.

 Provisions for Delaying or Preventing Changes in Control. Each Fund’s Organizational Documents contain provisions designed to prevent or
delay changes in control of that Fund. Each Fund’s Organizational Documents provide that, unless an action has been previously approved by the
affirmative vote of two-thirds of the Fund’s Board, an affirmative vote of two-thirds of the outstanding common (and any preferred) shares is
required to approve, adopt or authorize a conversion of the Fund from a closed-end fund to an open-end fund; a merger or consolidation with
any other corporation, or a reorganization or recapitalization; a sale or transfer of all or substantially all of the assets of the Fund other than in the
ordinary course of the Fund’s investment activities; or a liquidation or dissolution of the Fund. If two-thirds of a Fund’s Board members have
approved any such action, then only a majority vote of the outstanding common (and any preferred) shares, is required. The provision of each
Fund’s Organizational Documents that sets forth these voting standards may be amended or repealed only by the affirmative vote of two-thirds of
the outstanding common and preferred shares entitled to vote, voting together as a single class.

EXISTING AND PRO FORMA CAPITALIZATION

 The following tables set forth, as of September 30, 2010, the capitalizations of the Acquiring Fund and the Target Fund, and the pro forma
capitalization of the Acquiring Fund as adjusted to give effect to the Acquisition. The capitalizations of the Funds are likely to be different on
the Closing Date due to normal market and trading activity.
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Acquiring
Acquiring Fund after
the

Target Fund Fund
Acquisition (pro
forma)*

Net Assets (millions)  $ 42,672,882 $ 33,081,348 $ 75,620,760

Shares Outstanding 2,982,200 2,422,200 5,548,107

Net Asset Value per

       Common Share $ 14.31 $ 13.66 $ 13.63

____________________

* Reflects estimated costs of the Acquisition of $133,470 allocated to the Funds.

INFORMATION ABOUT THE FUNDS

GENERAL DESCRIPTION

Organization; Investment Company Classification

The Acquiring Fund is a Massachusetts business trust. The Target Fund is a Minnesota corporation. Both Funds were organized on
December 29, 1992. Each Fund is registered under the 1940 Act as a diversified, closed-end management investment company. “Diversified”
means that the Fund is limited in the amount it can invest in a single issuer. A closed-end fund (unlike an “open-end” or “mutual” fund) generally
does not continuously sell and redeem its shares; in the case of the Funds, Shares are bought and sold on the Exchange. A “management”
investment company is managed by an investment adviser — the Manager in the case of the Funds — that buys and sells portfolio securities on
behalf of the investment company. A Fund would need to obtain shareholder approval to become an open-end fund.

Investment Strategies

 As discussed above under “Summary - Key Features of the Acquiring Fund and the Target Fund - Investment Objectives and Strategies,” the
Funds have similar investment objectives and investment strategies. Under normal circumstances, each Fund invests at least 80% of its assets in
municipal securities, and each Fund may also invest in lower-rated municipal securities and certain other investments, as described below and in
the SAI.

 Fixed income securities offer the potential for greater income payments than stocks, and also may provide capital appreciation. Municipal
securities typically pay income free of federal income taxes and may be free of state income taxes in the state where they are issued. In addition
to the investments and investment strategies described above, the Funds may also invest using the following instruments and strategies.
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The Funds’ annual and semi-annual shareholder reports and the SAI include further information on certain investments and investment strategies,
including derivatives, that may be used by the Funds.

Municipal securities. Municipal securities are also commonly known as municipal bonds. These are debt obligations issued by or for a state
or territory, its agencies or instrumentalities, municipalities or other political sub-divisions. The interest on these obligations can generally be
excluded from federal income tax as well as personal income tax in the state where the bond is issued. Determination of a security’s tax-exempt
status is based on the opinion of the bond issuer’s legal counsel. Municipal securities may include securities subject to the alternative minimum
tax. See “Private activity or private placement bonds” below for more information.

 High yield, high-risk municipal securities. High yield, high-risk municipal securities are debt obligations rated lower than investment grade
by an NRSRO or, if unrated, of comparable quality. These securities are often referred to as “junk bonds” and are considered to be of poor
standing and predominately speculative. The Acquiring Fund may invest up to 20% of its net assets in municipal bonds with an investment
rating of Ba/BB or lower, or that are unrated but judged to be of comparable quality by the Manager, and the Target Fund may invest up to 20%
of its net assets in municipal bonds that are rated Ba1/BB+ or lower or that are unrated but judged to be of comparable quality by the Manager.

 General obligation bonds. General obligation bonds are municipal bonds on which the payment of principal and interest is secured by the
issuer’s pledge of its full faith, credit, and taxing power. Each Fund may invest without limitation in general obligation bonds in the top four
quality grades or bonds that are unrated, but which the Manager determines to be of equal quality.

 Revenue bonds. Each Fund may invest without limitation in revenue bonds in the top four quality grades or bonds that are unrated, but which
the Manager determines to be of equal quality. Revenue bonds are municipal bonds on which principal and interest payments are made from
revenues derived from a particular facility, from the proceeds of a special excise tax or from revenue generated by an operating project. Principal
and interest are not secured by the general taxing power. Tax-exempt industrial development bonds, in most cases, are a type of revenue bond
that is not backed by the credit of the issuing municipality and may therefore involve more risk.

 Insured municipal securities. The Funds may invest without limitation in insured municipal securities. It is possible that a substantial portion
of a Fund’s portfolio may consist of municipal securities that are insured by the same insurance company. Various municipal issuers may obtain
insurance for their obligations. In the event
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of a default, the insurer is required to make payments of interest and principal when due to the bondholders. However, there is no assurance that
the insurance company will meet its obligations. Insured municipal securities are typically rated in the top quality grades by an NRSRO.
Insurance is available on uninsured bonds and a Fund may purchase such insurance directly. The Manager will generally do so only if it believes
that purchasing and insuring a municipal security provides an investment opportunity at least comparable to owning other available insured
municipal securities. The purpose of insurance is to protect against credit risk. It does not insure against market risk or guarantee the value of the
securities in the portfolio or the value of Shares of a Fund.

Private activity or private placement bonds. Private activity or private placement bonds are municipal bond issues whose proceeds are used
to finance certain nongovernment activities, including some types of industrial revenue bonds such as privately owned sports and convention
facilities. The Tax Reform Act of 1986 subjects interest income from these bonds to the federal alternative minimum tax and makes the
tax-exempt status of certain bonds dependent on the issuer’s compliance with specific requirements after the bonds are issued. Each Fund may
invest up to 20% of its assets in bonds whose income is subject to the federal alternative minimum tax. This means that a portion of each Fund’s
distributions could be subject to the federal alternative minimum tax that applies to certain taxpayers.

 Advance refunded bonds. Each Fund may invest without limit in advance refunded bonds. These bonds are generally considered to be of
very high quality because of the escrow account, which typically holds U.S. Treasuries. In an advance refunding, the issuer will use the proceeds
of a new bond issue to purchase high grade interest-bearing debt securities that are deposited into an irrevocable escrow account held by a
trustee bank to secure all future payments of principal and interest on pre-existing bonds which are then considered to be “advance refunded
bonds.” Escrow secured bonds often receive the highest rating from S&P and Moody’s.

 Short-term tax-free instruments. The Funds may invest without limitation in high-quality, short-term tax-free instruments. Short-term
tax-free instruments include instruments such as tax-exempt commercial paper and general obligation, revenue, and project notes, as well as
variable floating rate demand obligations.

 Restricted securities. Restricted securities are privately placed securities whose resale is restricted under U.S. securities laws. Each Fund may
invest in privately placed securities, including those that are eligible for resale only among certain institutional buyers without registration,
commonly known as “Rule 144A Securities.” Restricted securities that are determined to be illiquid may not exceed a Fund’s 15% limit on
investments in illiquid securities.
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Municipal leases and certificates of participation. Each Fund may invest without limitation in municipal lease obligations, primarily through
COPs, rated in the top four quality grades by S&P or another NRSRO. Certificates of participation (“COPs”) are widely used by state and local
governments to finance the purchase of property and facilities. COPs are like installment purchase agreements. A governmental corporation may
create a COP when it issues long-term bonds to pay for the acquisition of property or facilities. The property or facilities are then leased to a
municipality, which makes lease payments to repay interest and principal to the holders of the bonds. Once the lease payments are completed,
the municipality gains ownership of the property for a nominal sum.

 As with a Fund’s other investments, the Manager expects that investments in municipal lease obligations will be exempt from regular federal
income taxes. Each Fund will rely on the opinion of the bond issuer’s counsel for a determination of the bond’s tax-exempt status.

 A feature that distinguishes COPs from municipal debt is that leases typically contain a “nonappropriation” or “abatement” clause. This means
that the municipality leasing the property or facility must use its best efforts to make lease payments, but may terminate the lease without penalty
if its legislature or other appropriating body does not allocate the necessary money. In such a case, the creator of the COP, or its agent, is
typically entitled to repossess the property. In many cases, however, the market value of the property may be less than the outstanding principal
balance on the COP.

 Zero coupon bonds. Each Fund may invest in zero coupon bonds. Zero coupon bonds are debt obligations which do not entitle the holder to
any periodic payments of interest prior to maturity or a specified date when the securities begin paying current interest. Therefore, they are
issued and traded at a discount from their respective face amount or par value. The market prices of these bonds are generally more volatile than
the market prices of securities that pay interest periodically and are likely to react to changes in interest rates to a greater degree than
interest-paying bonds having similar maturities and credit quality. The bonds may have certain tax consequences which, under certain
conditions, could adversely affect a Fund.

 Downgraded quality ratings. Credit quality restrictions for each Fund apply only at the time of purchase. Each Fund may continue to hold a
security whose quality rating has been lowered or, in the case of an unrated bond, after the Manager has changed its assessment of its credit
quality.
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Purchasing securities on a when-issued or delayed-delivery basis. Each Fund may buy or sell securities on a when-issued or delayed-delivery
basis; that is, paying for securities before delivery or taking delivery at a later date. Each Fund will designate cash or securities in amounts
sufficient to cover its obligations, and will value the designated assets daily.

 Bonds with Similar Characteristics. Where the Manager feels there is a limited supply of appropriate investments, each Fund may invest
more than 25% of its total assets in municipal obligations relating to similar types of projects or with other similar economic, business, or
political characteristics (such as bonds of housing finance agencies or healthcare facilities). In addition, each Fund may invest more than 25% of
its assets in industrial development bonds or, in the case of the Acquiring Fund, pollution control bonds, which may be backed only by the assets
and revenues of a nongovernmental issuer. Each Fund will not, however, invest more than 25% of its total assets in bonds issued for companies
in the same business sector.

 Borrowing from banks. Each Fund may borrow money from banks as a temporary measure for extraordinary or emergency purposes but
normally does not do so. A Fund will be required to pay interest to the lending banks on the amount borrowed. As a result, borrowing money
could result in a Fund being unable to meet its investment objective. The Funds will not borrow money in excess of one-third of the value of
their assets.

 Temporary defensive positions. In response to unfavorable market conditions, each Fund may invest in taxable instruments for temporary
defensive purposes. These could include obligations of the U.S. government, its agencies and instrumentalities, commercial paper, cash,
certificates of deposit of domestic banks, repurchase agreements, reverse repurchase agreements, other cash equivalents, and other debt
instruments. These investments may not be consistent with a Fund’s investment objective. To the extent that a Fund holds such investments, it
may be unable to achieve its investment objective.

 More information on these and other strategies, including certain hedging strategies, and related risks, is available in the SAI.

Fundamental Investment Restrictions

 Each Fund is subject to the following restrictions that are “fundamental,” which means that they can be changed only by the vote of a majority
of the outstanding voting securities of that Fund. Except with respect to a Fund’s borrowing restriction, these fundamental investment restrictions
and limitations will apply only at the time of purchase of securities and will not be considered violated unless an excess or deficiency occurs or
exists immediately after and as a result of an acquisition of securities.
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Concentration. Each Fund will not make investments that will result in the concentration (as that term may be defined in the 1940 Act, any
rule or order thereunder, or SEC staff interpretation thereof) of its investments in the securities of issuers primarily engaged in the same industry,
provided that this restriction does not limit the Fund from investing in obligations issued or guaranteed by the U.S. government, its agencies or
instrumentalities, or in tax-exempt securities or certificates of deposit.

 Borrowing and Senior Securities. Each Fund may not borrow money or issue senior securities, except as the 1940 Act, any rule or order
thereunder, or SEC staff interpretation thereof, may permit.

 Underwriting. Each Fund may not underwrite the securities of other issuers, except that a Fund may engage in transactions involving the
acquisition, disposition or resale of its portfolio securities, under circumstances where it may be considered to be an underwriter under the
Securities Act of 1933, as amended.

 Real Estate. Each Fund may not purchase or sell real estate unless acquired as a result of ownership of securities or other instruments and
provided that this restriction does not prevent a Fund from investing in issuers which invest, deal or otherwise engage in transactions in real
estate or interests therein, or investing in securities that are secured by real estate or interests therein.

 Commodities. Each Fund may not purchase or sell physical commodities, unless acquired as a result of ownership of securities or other
instruments and provided that this restriction does not prevent a Fund from engaging in transactions involving futures contracts and options
thereon or investing in securities that are secured by physical commodities.

 Lending. Each Fund may not make loans, provided that this restriction does not prevent a Fund from purchasing debt obligations, entering
into repurchase agreements, loaning its assets to broker/dealers or institutional investors and investing in loans, including assignments and
participation interests.

 More information on the Funds’ investment policies is available in the SAI.

Dividends and Distributions

 Each Fund intends to qualify each year as a regulated investment company under the Internal Revenue Code. As a regulated investment
company, a Fund generally pays no federal income tax on the income and gains it distributes to you. Each Fund expects to distribute a portion of
its net investment income, if any, to shareholders as dividends monthly. Each Fund will distribute net realized capital gains, if any, at least
annually, usually in December. A Fund may distribute such income dividends
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and capital gains more frequently, if necessary, in order to reduce or eliminate federal excise or income taxes on the Fund. The amount of any
distribution will vary, and there is no guarantee the Fund will pay either an income dividend or a capital gains distribution. Each Fund offers an
automatic dividend reinvestment program, discussed above under “Information About the Acquisition - Description of Acquiring Fund Shares to
be Issued - Dividend Reinvestment Plan.”

Share Price Data

The Exchange is the principal trading market for the Shares. The following tables compare historical quarterly high and low sales prices for
Shares of the Funds.

Acquiring Fund

Quarterly High Net Asset Premium Low Net Asset Premium

Period Ending Price Value (Discount) Price Value (Discount)

June 30, 2008 $ 12.54 $ 13.71 (8.53%) $ 11.51 $ 13.28 (13.33%)

September 30, 2008 11.75 13.52 (13.09) 9.35 12.09 (22.09)

December 31, 2008 9.81 11.98 (18.11) 8.05 10.79 (25.39)

March 31, 2009 12.20 12.03 1.41 9.48 11.29 (16.03)

June 30, 2009 11.75 12.32 (4.63) 10.83 11.98 (9.60)

September 30, 2009 12.73 12.45 2.25 12.35 12.29 (7.65)

December 31, 2009 13.22 12.96 2.01 11.80 13.01 (9.30)

March 31, 2010 12.47 13.12 (4.95) 12.02 13.06 (7.96)

June 30, 2010 12.85 13.27 (3.17) 12.13 13.07 (7.19)

September 30, 2010 13.39 13.60 (1.54) 12.45 13.27 (6.18)

December 31, 2010 13.33 13.65 (2.34) 11.73 12.84 (8.64)
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Target Fund

Quarterly High Net Asset Premium Low Net Asset Premium

Period Ending Price Value (Discount) Price Value (Discount)

June 30, 2008 $ 12.77 $ 14.04 (9.05%) $ 12.12 $ 13.68 (11.40%)

September 30, 2008 12.45 13.93 (10.62) 11.21 13.30 (15.71)

December 31, 2008 12.04 12.77 (5.72) 7.91 12.18 (35.06)

March 31, 2009 10.70 12.80 (15.15) 9.58 12.64 (24.21)

June 30, 2009 10.82 13.12 (17.53) 9.89 12.96 (23.69)

September 30, 2009 11.96 13.97 (14.39) 10.72 13.14 (18.42)

December 31, 2009 11.95 14.04 (14.89) 11.28 13.72 (17.42)

March 31, 2010 11.88 13.85 (14.22) 11.43 13.82 (17.29)

June 30, 2010 11.95 13.78 (13.28) 11.65 13.98 (16.67)

September 30, 2010 13.33 14.35 (7.11) 11.88 13.98 (15.02)

December 31, 2010 13.32 14.29 (6.79) 12.45 13.30 (6.39)

As of January 31, 2011, the NAV for Shares of the Acquiring Fund was $12.58 and the market price per share was $11.83, representing a
discount to NAV of 5.96%, and the NAV of Shares of the Target Fund was $13.28 and the market price per share was $12.58, representing a
discount to NAV of 5.27%.

 Shares of each Fund trade on the Exchange at a market price that is determined by current supply and demand conditions. The market price
of a Fund’s Shares may or may not be the same as the Fund’s NAV — that is, the value of the portfolio securities owned by the Fund less its
liabilities. When the market price of a Fund’s Shares exceeds its NAV, the Shares are said to be “trading at a premium.” When the market price of a
Fund’s Shares is lower than its NAV, they are said to be “trading at a discount.” It is very difficult to identify all of the factors that may cause a
closed-end fund’s shares to trade at a discount. It is often difficult to reduce or eliminate a closed-end fund’s discount over the long term. Some
short-term measures, such as share repurchases and tender offers, tend to reduce a closed-end fund’s assets but do not typically have a long-term
effect on the discount. Other measures, such as managed dividend programs, may not have a consistent long-term effect on discounts.

 Shares of both Funds have recently traded at a discount. While the Board of each Fund has determined that the Acquisition is in the best
interests of each Fund’s shareholders, there is no expectation that the Acquisition will have any long-term effect or influence on whether the
Acquiring Fund trades at a discount or a premium after the Acquisition. Whether a Fund has been trading at a premium or discount was not a
significant factor in each Board’s approval of the Agreement and
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recommendation for approval to Fund shareholders. The Acquiring Fund’s Board will continue to monitor any discount or premium at which the
Acquiring Fund trades after the Acquisition and after the Tender Offer, and the Board will evaluate what (if any) further action is appropriate at
that time to address any discount or premium.

Performance of the Funds

 The total return figures at NAV for the Funds, as of December 31, 2010, are shown below (past performance is no guarantee of future
results).

1 Year 3 Years 5 Years 10 Years

Target Fund 2.34% 2.33% 2.48% 4.77%

Acquiring Fund 2.80 1.22 1.95* 4.04*

Barclay’s Capital Muni Bond Index 2.38 4.08 4.09 4.83

____________________

* Prior to February 2007, the Acquiring Fund invested primarily in municipal debt securities issued by the State of Florida.

 As of December 31, 2010, the Funds had the same monthly dividend amount, at $0.0450 per share. However, because of fluctuations in
NAV, the Acquiring Fund’s annualized distribution rate as of December 31, 2010 was 4.20% of NAV while the Target Fund’s annualized
distribution rate was 4.00% of NAV as of the same date.

MANAGEMENT

Board of Directors or Trustees; Officers

 The management of the business and affairs of each Fund is the responsibility of its Board. Each Board elects officers who are responsible
for the day-to-day operations of the Fund. Each Fund’s Board currently consists of the same individuals, and each Fund is currently served by the
same individuals as officers.

Investment Manager

 The Manager manages the assets of the Funds and makes the investment decisions for each Fund. The Manager is a series of Delaware
Management Business Trust, which is located at 2005 Market Street, Philadelphia, Pennsylvania 19103 and is an indirect, wholly owned
subsidiary of Macquarie Group Limited. Macquarie Group Limited (ASX: MQG; ADR: MQBKY), along with its subsidiaries and affiliates
worldwide, is headquartered in Sydney, Australia and is a global provider of banking, financial, advisory, investment and fund management
services. The Manager and its predecessors have been managing the assets of the funds in the Delaware Investments Family of Funds since
1938. Delaware Investments, a member of Macquarie Group, is
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a U.S.-based diversified asset management firm with more than $150 billion in assets under management (as of Dec. 31. 2010). Through a team
of talented investment professionals, the firm manages assets across all major asset classes for a wide range of institutional and individual
investors. Delaware Investments is supported by the resources of Macquarie Group, a global provider of asset management, investment,
banking, financial and advisory services with approximately $307 billion in assets under management as of October 29, 2010.

Under each Fund’s investment management agreement (“Investment Management Agreement”), the Manager regularly makes decisions as to
what securities and other instruments to purchase and sell on behalf of each Fund and effects the purchase and sale of those investments in
furtherance of that Fund’s investment objectives and policies. The Manager also furnishes the Board of each Fund with such information and
reports regarding the Fund’s investments as the Manager deems appropriate or as the Board may reasonably request.

 In accordance with the terms of its respective Investment Management Agreement, each Fund pays the Manager an annual fee of 0.40%,
which is calculated daily based on the average daily net assets of each Fund. The management fees paid by the Funds are used by the Manager to
pay for the personnel, equipment, office space and facilities that are needed to manage the assets of the Funds and to administer their affairs. The
Manager, as part of its administrative services, pays operating expenses on behalf of the Funds and is reimbursed on a periodic basis. Such
expenses include items such as printing of shareholder reports, fees for audit, legal and tax services, registration fees, and fees of directors and
trustees.

Portfolio Management

 The Funds have the same portfolio managers. Each of the Funds is managed by a management team led by Joseph R. Baxter, Stephen J.
Czepiel, and Denise A. Franchetti.

 Joseph R. Baxter, Senior Vice President, Head of Municipal Bond Department, Senior Portfolio Manager. Joseph R. Baxter is the head of the
municipal bond department and is responsible for setting the department’s investment strategy. He is also a co-portfolio manager of the firm’s
municipal bond funds and several client accounts. Before joining Delaware Investments in 1999 as head municipal bond trader, he held
investment positions with First Union, most recently as a municipal portfolio manager with the Evergreen Funds. Baxter received a bachelor’s
degree in finance and marketing from La Salle University.
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Stephen J. Czepiel, Senior Vice President, Senior Portfolio Manager. Stephen J. Czepiel is a member of the firm’s municipal fixed income
portfolio management team with primary responsibility for portfolio construction and strategic asset allocation. He is a co-portfolio manager of
the firm’s municipal bond funds and client accounts. He joined Delaware Investments in July 2004 as a senior bond trader. Previously, he was
vice president at both Mesirow Financial and Loop Capital Markets. He began his career in the securities industry in 1982 as a municipal bond
trader at Kidder Peabody and now has more than 20 years of experience in the municipal securities industry. Czepiel earned his bachelor’s degree
in finance and economics from Duquesne University.

 Denise A. Franchetti, CFA, Vice President, Portfolio Manager, Senior Research Analyst. Denise A. Franchetti is a senior research analyst for
the municipal bond department. Currently, she is responsible for following the airports/airlines, education, hotels, leases, turnpike/toll, and
transportation sectors for the group. In 2003, she was also named as portfolio manager on several of the Delaware Investments tax-exempt funds
in addition to her research duties. Prior to joining Delaware Investments in 1997 as a municipal bond analyst, she was a fixed income trader at
Provident Mutual Life Insurance and an investment analyst at General Accident Insurance. Franchetti received her bachelor’s degree and an
MBA from La Salle University, and she is a member of the CFA Society of Philadelphia.

Administrators, Transfer Agent and Custodian

 Fund Administration. The Funds have engaged Delaware Service Company, Inc. (“DSC”), an affiliate of the Manager, to provide accounting
and administration oversight services. DSC’s fees for providing these services are based on average net assets and paid on a monthly basis. Each
Fund pays the same administration fee rate for the services of DSC.

 Transfer Agent. BNY Mellon Shareowner Services serves as registrar, stock transfer agent and dividend paying agent for the Funds. The
main office of BNY Mellon Shareowner Services is 480 Washington Boulevard, Jersey City, New Jersey 07310.

 Custodian. The Bank of New York Mellon is the custodian of the securities and all other assets of the Funds. The main office of the Bank of
New York Mellon is One Wall Street, New York, New York 10286-0001.

32

Edgar Filing: Delaware Investments National Municipal Income Fund - Form 497

41



Expenses

Each Fund is responsible for conducting its own business and affairs and bears the related expenses, including the costs incurred in the
maintenance of its corporate existence; the maintenance of its own books, records and procedures; dealing with its own shareholders; the
payment of dividends; transfer of shares, including issuance, redemption and repurchase of shares; preparation of share certificates; reports and
notices to shareholders; calling and holding of shareholders’ and Trustees’ or Directors’ meetings; miscellaneous office expenses; brokerage
commissions; custodian fees; legal, auditing, fund accounting and financial administration fees; taxes; federal and state registration fees; and
other costs and expenses approved by the Board.

 Any trustee, officer or employee of the Manager who is a trustee, director, officer and/or employee of a Fund shall not receive any
compensation from the Fund for acting in that dual capacity.

 Expenses common to all funds within the Delaware Investments Family of Funds are allocated among the funds based on average net assets.
Management fees and other expenses are paid monthly. The Funds may receive earnings credits from their custodian when positive cash
balances are maintained, which are used to offset custody fees.

Proxy Material, Reports and Other Information

 Each Fund is subject to the reporting requirements of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). In accordance
with the 1940 Act and the Exchange Act, each Fund files reports and other information with the SEC. Proxy materials, reports and other
information filed by the Funds can be inspected and copied at the public reference facilities maintained by the SEC in Washington, D.C., and
copies of such material can be obtained from the EDGAR database on the SEC web site (www.sec.gov). You can get copies of this information,
after paying a duplication fee, by e-mailing the SEC at publicinfo@sec.gov or by writing to the Public Reference Section of the SEC, 100 F
Street, NE, Washington, DC 20549-0102. Information about the Funds can be reviewed and copied at the SEC’s Public Reference Room in
Washington, D.C. For information on the Public Reference Room, call the SEC at 202 551-8090. In addition, reports, proxy statements and other
information concerning the Funds can be inspected at the Exchange.
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VOTING INFORMATION

REVOCABILITY OF PROXY

 Shareholders may revoke proxies or change voting instructions at any time until the vote is taken at the Meeting. Shareholders may also
attend the Meeting and cast their vote in person. However, a shareholder whose shares are held of record by a broker-dealer (or other nominee)
who wishes to vote in person at the Meeting must obtain a “legal proxy” from the broker-dealer holder of record (or other nominee) and present it
to the Inspector of Elections at the Meeting. Only persons who held Shares of a Fund as of the record date will be admitted to the Meeting.

PERSONS MAKING THE SOLICITATION

 The Board of each Fund is soliciting its respective shareholders for approval of the Agreement. The Funds expect that the solicitations will
be primarily by mail, but solicitations also may be made by advertisement, telephone, fax or other electronic media, or personal contacts. The
Funds will request broker-dealer firms, custodians, nominees and fiduciaries to forward proxy materials to the beneficial owners of the Shares.
The Funds may reimburse broker-dealer firms, custodians, nominees and fiduciaries for their reasonable expenses incurred in connection with
the proxy solicitation. In addition to solicitations by mail, officers and employees of each Fund and of the Manager may without extra pay
conduct additional solicitations. The Funds have engaged Computershare Fund Services, Inc. (“Computershare”) to solicit proxies from brokers,
banks, other institutional holders and individual shareholders at an anticipated cost of approximately $8,500, including out of pocket expenses,
which will be borne as described above. Fees and expenses may be greater depending on the effort necessary to obtain shareholder votes. The
Funds have also agreed to indemnify Computershare against certain liabilities and expenses, including liabilities under the federal securities
laws.

 As the Meeting date approaches, shareholders may receive a telephone call from a representative of Computershare if their votes have not
yet been received. Proxies that are obtained telephonically will be recorded in accordance with the procedures described below. These
procedures are designed to ensure that both the identity of the shareholder casting the vote and the voting instructions of the shareholder are
accurately determined.

 In all cases where a telephonic proxy is solicited, the Computershare representative is required to ask for each shareholder’s full name and
address or the zip code. If the shareholder is a corporation or other entity, the Computershare representative is required to ask for the person’s
title and confirmation that the person is authorized to direct the voting of the shares. Although the Computershare representative
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is permitted to answer questions about the process, he or she is not permitted to recommend to the shareholder how to vote, other than to read
any recommendation set forth in this Proxy Statement/Prospectus. Computershare will record the shareholder’s instructions on the card. Within
72 hours, the shareholder or its representative will be sent a letter or mailgram to confirm their vote and asking the shareholder or its
representative to call Computershare immediately if their instructions are not correctly reflected in the confirmation.

VOTING REQUIREMENTS

Approval of the Agreement requires (1) the affirmative vote of a majority of the outstanding Shares of the Target Fund and (2) a vote of the
majority of Acquiring Fund Shares present at the Meeting, provided that a quorum of Acquiring Fund Shares (as described below) is present for
the Meeting and that at least 50% of Acquiring Fund Shares outstanding cast votes or abstain.

Quorum; Adjournment; Tabulation

 The presence in person or by proxy of holders of a majority of outstanding Shares shall constitute a quorum for each Fund. In the event that a
quorum is not present or if sufficient votes are not received consistent with the Board’s recommendation on the approval of the Agreement, those
present may adjourn the Meeting to such day as they shall, by majority vote, agree upon without further notice other than by announcement at
the Meeting. For the Acquiring Fund, the Meeting may also be adjourned by the chairperson of the Meeting. The persons named as proxies will
vote those proxies that they are entitled to vote in favor of such an adjournment, provided that they determine that such an adjournment and
additional solicitation is reasonable and in the interest of shareholders based on a consideration of all relevant factors, including, among other
things, the percentage of votes then cast, the percentage of negative votes then cast, the nature of the proposed solicitation activities and the
nature of the reasons for such further solicitation.

 Abstentions and broker non-votes, if any, will be treated as votes present at the Meeting and will be included for purposes of determining
whether a quorum is present for each Fund at the Meeting. Because each Fund’s approval of the Agreement requires an affirmative vote of a
majority of its outstanding Shares or a majority of Shares present at the Meeting (as opposed to a proportion of votes actually cast), abstentions
and broker non-votes would have the same effect as a vote “against” the Agreement. Broker non-votes would not count toward the 50% threshold
of Acquiring Fund Shares that must cast votes on the proposal for it to be approved, but abstentions would count towards the threshold.
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 Broker non-votes occur when a proposal that is routine (such as the election of directors) is voted on at a meeting alongside a proposal that is
non-routine (such as the proposal discussed herein). Brokers may generally vote in their discretion on routine proposals, but are generally not
able to vote on a non-routine proposal such as the one discussed herein in the absence of express voting instructions from beneficial owners. As
a result, where both routine and non-routine proposals are voted on at the same meeting, proxies by brokers are considered votes present but
cannot vote on non-routine proposals. No routine proposals will be voted on at the Meeting, so the Funds do not anticipate receiving any broker
non-votes.

PRINCIPAL HOLDERS OF VOTING SECURITIES

Record Date Information

 The record date is March 24, 2011 (the “Record Date”). Each shareholder may cast one vote for each full share and a partial vote for each
partial share of a Fund that the shareholder owned of record on the Record Date. As of the Record Date, the Acquiring Fund had 2,422,200
Shares outstanding and the Target Fund had 2,982,200 Shares outstanding.

5% Record and Beneficial Owners

 According to disclosure publicly filed with the SEC, as of February 22, 2011, Karpus Management, Inc., accumulated, on behalf of accounts
it managed under limited powers of attorney, 459,193 shares of the Target Fund, which represented 15.4% of the Target Fund’s outstanding
Shares. No other accounts held of record 5% or more of the outstanding Shares of a Fund as of such date or the Record Date. Management does
not otherwise have knowledge of beneficial owners.

Ownership by Officers and Directors

 As of the Record Date, Board members and officers of each Fund owned, as a group, less than one percent of each class of each Fund’s
outstanding voting securities.

INTEREST OF CERTAIN PERSONS

 Other than the interest of the Manager in the investment advisory fees it receives from the Funds and fees received by certain affiliates of the
Manager for services provided to the Funds, the Funds are not aware of any material interest, direct or indirect, by security holdings or
otherwise, of any affiliated person of the Funds in the proposed Acquisition.
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EXHIBIT A: FORM OF AGREEMENT AND PLAN OF ACQUISITION

FORM OF AGREEMENT AND PLAN OF ACQUISITION

This AGREEMENT AND PLAN OF ACQUISITION (the “Agreement”), made as of this ___ day of _____ 2011, by and between Delaware
Investments National Municipal Income Fund (“Acquiring Fund”), a statutory trust created under the laws of the Commonwealth of
Massachusetts, with its principal place of business at 2005 Market Street, Philadelphia, Pennsylvania 19103, and Delaware Investments Arizona
Municipal Income Fund, Inc. (“Acquired Fund”), a corporation created under the laws of the State of Minnesota, with its principal place of
business also at 2005 Market Street, Philadelphia, Pennsylvania 19103.

PLAN OF ACQUISITION

 The acquisition (hereinafter referred to as the “Acquisition”) will consist of: (i) the acquisition by Acquiring Fund of substantially all of the
property, assets and goodwill of Acquired Fund in exchange solely for full and fractional shares of shares of beneficial interest, par value $0.01
per share, of Acquiring Fund (“Acquiring Fund Shares”); (ii) the pro rata distribution of Acquiring Fund Shares to the holders of Acquired Fund
common stock (“Acquired Fund Shares”), according to their respective interests in complete liquidation of Acquired Fund; and (iii) the dissolution
of Acquired Fund as soon as practicable after the closing (as referenced in Section 3 hereof, hereinafter called the “Closing”), all upon and subject
to the terms and conditions of this Agreement hereinafter set forth.

AGREEMENT

 In order to consummate the Acquisition and in consideration of the promises, covenants and agreements hereinafter set forth, and intending
to be legally bound, the parties hereto covenant and agree as follows:

1. Sale and Transfer of Assets, Liquidation and Dissolution of Acquired Fund

 (a) Subject to the terms and conditions of this Agreement, and in reliance on the representations and warranties of Acquiring Fund herein
contained, and in consideration of the delivery by Acquiring Fund of the number of Acquiring Fund Shares hereinafter provided, Acquired Fund
agrees that it will sell, convey, transfer and deliver to Acquiring Fund at the Closing provided for in Section 3 all of the then existing assets of
Acquired Fund as of the close of business (which hereinafter shall be, unless otherwise noted, the regular close of business of the NYSE Amex
(“NYSE Amex”)) (“Close of Business”) on the valuation date (as defined in Section 3 hereof, hereinafter called the “Valuation Date”), free and clear
of all liens, encumbrances, and claims whatsoever (but not including such restrictions as might arise under the Securities Act of 1933, as
amended (the “1933 Act”) with respect to privately placed or otherwise restricted securities that Acquired Fund may have acquired in
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the ordinary course of business), except for cash, bank deposits, or cash equivalent securities in an estimated amount necessary (1) to pay
Acquired Fund’s costs and expenses of carrying out this Agreement (including, but not limited to, fees of counsel and accountants, and expenses
of its liquidation and dissolution contemplated hereunder), which costs and expenses shall be established on the books of Acquired Fund as
liability reserves, (2) to discharge all of Acquired Fund’s Liabilities (as defined below) on its books at the Close of Business on the Valuation
Date including, but not limited to, its income dividends and capital gains distributions, if any, payable for any period prior to, and through, the
Close of Business on the Valuation Date and excluding those liabilities and obligations that would otherwise be discharged at a later date in the
ordinary course of business, and (3) to pay such contingent liabilities as the directors of Acquired Fund shall reasonably deem to exist against
Acquired Fund, if any, at the Close of Business on the Valuation Date, for which contingent and other appropriate liability reserves shall be
established on the books of Acquired Fund (Acquired Fund’s assets less such amounts hereinafter referred to as Acquired Fund’s “Net Assets”).
Acquired Fund shall also retain any and all rights that it may have over and against any person that may have accrued up to and including the
Close of Business on the Valuation Date. Acquired Fund agrees to use commercially reasonable efforts to identify all of Acquired Fund’s
liabilities, debts, obligations and duties of any nature, whether accrued, absolute, contingent or otherwise (“Liabilities”) prior to the Valuation Date
and to discharge all such known Liabilities on or prior to the Valuation Date. In no event will Acquiring Fund assume or otherwise be
responsible for any Liabilities of Acquired Fund.

 (b) Subject to the terms and conditions of this Agreement, and in reliance on the representations and warranties of Acquired Fund herein
contained, and in consideration of such sale, conveyance, transfer, and delivery, Acquiring Fund agrees at the Closing to deliver to Acquired
Fund the number of Acquiring Fund Shares determined by: (A) dividing the net asset value per share of Acquired Fund Shares as of Close of
Business on the Valuation Date by (B) the net asset value per share of Acquiring Fund Shares as of Close of Business on the Valuation Date, and
(C) multiplying the result by the number of outstanding Acquired Fund Shares as of Close of Business on the Valuation Date. All such values
shall be determined in the manner and as of the time set forth in Section 2 hereof.

 (c) As soon as practicable following the Closing, Acquired Fund shall dissolve and distribute pro rata to Acquired Fund’s shareholders of
record as of the Close of Business on the Valuation Date the Acquiring Fund Shares received by Acquired Fund pursuant to this Section, and all
outstanding Acquired Fund Shares shall at that time be cancelled and considered no longer outstanding. Such distribution shall be accomplished
by the establishment of accounts on the share records of Acquiring Fund of the type and in the amounts due such shareholders pursuant to this
Section 1 based on their respective holdings of Acquired Fund Shares as of the Close of
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Business on the Valuation Date. Fractional shares of beneficial interest of Acquiring Fund shall be carried to the third decimal place. No
certificates representing shares of beneficial interest of Acquiring Fund will be issued to shareholders of Acquired Fund shares irrespective of
whether such shareholders hold their Acquired Fund Shares in certificated form.

(d) At the Closing, each outstanding certificate that prior to the Closing represented Acquired Fund Shares shall be cancelled and shall no
longer evidence ownership thereof.

 (e) At the Closing, each holder of record of Acquired Fund Shares as of the record date shall have the right to receive any unpaid dividends
and other distributions that were declared prior to the Closing, including any dividend or distribution declared pursuant to Section 9(e) hereof.

2. Valuation

 (a) The value of the Acquired Fund’s Net Assets to be acquired by Acquiring Fund hereunder shall be computed as of the Close of Business
on the Valuation Date in a manner consistent with the valuation procedures described in Acquired Fund’s registration statement on Form N-2
dated February 19, 1993, as such disclosures have been amended to date by any: (i) amendments to Acquired Fund’s registration statement filed
with the U.S. Securities and Exchange Commission (the “SEC”); (ii) press releases issued on behalf of the Acquired Fund; and (iii) annual or
semi-annual reports of the Acquired Fund sent to shareholders pursuant to Section 30 of the Investment Company Act of 1940, as amended (the
“1940 Act”) (such documents together, the “Acquired Fund Disclosure Documents”).

 (b) The value of Acquiring Fund’s Net Assets shall be computed as of the Close of Business on the Valuation Date in a manner consistent
with the valuation procedures described in Acquiring Fund’s registration statement on Form N-2 dated February 19, 1993, as such disclosures
have been amended to date by any: (i) amendments to Acquiring Fund’s registration statement filed with the SEC; (ii) press releases issued on
behalf of Acquiring Fund; and (iii) annual or semi-annual reports of Acquiring Fund sent to shareholders pursuant to Section 30 of the 1940 Act
(together, the “Acquiring Fund Disclosure Documents”).

 (c) The net asset value per Acquired Fund Share shall be determined to the third decimal place as of the Close of Business on the Valuation
Date in a manner consistent with the valuation procedures described in the Acquired Fund Disclosure Documents.

 (d) The net asset value per Acquiring Fund Share shall be determined to the third decimal place as of the Close of Business on the Valuation
Date in a manner consistent with the valuation procedures described in the Acquiring Fund Disclosure Documents.
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3. Closing and Valuation Date

 The Valuation Date shall be July 15, 2011, or such other date as the parties may mutually agree. The Closing shall take place at the principal
office of Acquiring Fund, 2005 Market Street, Philadelphia, Pennsylvania 19103 at approximately 5:00 p.m., Eastern Time, on the Valuation
Date. Notwithstanding anything herein to the contrary, in the event that on the Valuation Date (a) the NYSE Amex shall be closed to trading or
trading thereon shall be restricted or (b) trading or the reporting of trading on such exchange or elsewhere shall be disrupted so that, in the
judgment of either Fund, accurate appraisal of the value of the net assets of either Fund is impracticable, the Valuation Date shall be postponed
until the first business day after the day when trading shall have been fully resumed without restriction or disruption, reporting shall have been
restored and accurate appraisal of the value of the net assets of each Fund is practicable in the judgment of both Funds. Acquired Fund shall have
provided for delivery as of the Closing of its then-current Net Assets to Acquiring Fund’s Custodian, The Bank of New York Mellon, One Wall
Street, New York, NY 10286. Acquired Fund shall deliver at the Closing a list (which may be in electronic form) of names and addresses of the
holders of record of Acquired Fund Shares, and the number of full and fractional Acquired Fund Shares owned by each such holder, indicating
thereon which such Acquired Fund Shares are represented by outstanding certificates and which by book-entry accounts, all as of the Close of
Business on the Valuation Date, certified by its transfer agent or by its President or Vice-President to the best of their knowledge and belief.
Acquiring Fund shall provide evidence satisfactory to Acquired Fund in such manner as Acquired Fund may reasonably request that such shares
of beneficial interest of Acquiring Fund have been registered in an open account on the books of Acquiring Fund.

4. Representations and Warranties by Acquired Fund

 Acquired Fund represents and warrants to Acquiring Fund that:

 (a) Acquired Fund is a corporation created under the laws of the State of Minnesota on December 29, 1992, and is validly existing and in
good standing under the laws of that State. Acquired Fund is duly registered under the 1940 Act as a closed-end management investment
company. Such registration is in full force and effect as of the date hereof and will be in full force and effect as of the Closing.

 (b) Acquired Fund is authorized to issue up to 200 million shares of common stock, with par value of $0.01 per share. Each outstanding
Acquired Fund Share is validly issued, fully paid, non-assessable and has full voting rights.

 (c) The financial statements appearing in Acquired Fund’s Annual Report to Shareholders for the fiscal year ended March 31, 2011, audited
by PricewaterhouseCoopers, LLC, copies of which have been delivered to Acquiring Fund, and any unaudited financial statements since that
date, copies of which may
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be furnished to Acquiring Fund, fairly present the financial position of Acquired Fund as of the date indicated, and the results of its operations
for the period indicated, in conformity with generally accepted accounting principles applied on a consistent basis.

 (d) The books and records of Acquired Fund, including FIN 48 work papers and supporting statements, made available to Acquiring Fund
and/or its counsel are true and correct in all material respects and contain no material omissions with respect to the business and operations of
Acquired Fund.

 (e) The statement of assets and liabilities to be furnished by Acquired Fund as of the Close of Business on the Valuation Date for the purpose
of determining the number of shares of beneficial interest of Acquiring Fund to be issued pursuant to Section 1 hereof will accurately reflect the
Net Assets of Acquired Fund and outstanding shares of beneficial interest, as of such date, in conformity with generally accepted accounting
principles applied on a consistent basis.

 (f) At the Closing, Acquired Fund will have good and marketable title to all of the securities and other assets shown on the statement of
assets and liabilities referred to in subsection (e) above, free and clear of all liens or encumbrances of any nature whatsoever except such
restrictions as might arise under the 1933 Act with respect to privately placed or otherwise restricted securities that Acquired Fund may have
acquired in the ordinary course of business and such imperfections of title or encumbrances as do not materially detract from the value or use of
the assets subject thereto, or materially affect title thereto.

 (g) Acquired Fund has the necessary corporate power and corporate authority to conduct its business as such business is now being
conducted.

 (h) Acquired Fund is not a party to or obligated under any provision of its Articles of Incorporation, By-Laws, or any material contract or
any other material commitment or obligation, and is not subject to any order or decree, that would be violated by its execution of or performance
under this Agreement.

 (i) Acquired Fund has full corporate power and corporate authority to enter into and perform its obligations under this Agreement, subject to
approval of this Agreement by Acquired Fund’s shareholders. Except as provided in the immediately preceding sentence, the execution, delivery
and performance of this Agreement have been validly authorized, and this Agreement constitutes a legal, valid and binding obligation
enforceable against Acquired Fund in accordance with its terms, subject as to enforcement to the effects of bankruptcy, insolvency,
reorganization, arrangement among creditors, moratorium, fraudulent transfer or conveyance, other similar laws of general applicability relating
to or affecting creditor’s rights, and to general equity principles.
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 (j) Acquired Fund is not under the jurisdiction of a court in a Title 11 or similar case within the meaning of Section 368(a)(3)(A) of the
Internal Revenue Code of 1986, as amended (the “Code”).

 (k) Acquired Fund does not have any unamortized or unpaid organizational fees or expenses. There is no inter-corporate indebtedness
existing between Acquired Fund and Acquiring Fund that was issued, acquired, or will be settled at a discount.

 (l) Acquired Fund has elected to be treated as a regulated investment company (“RIC”) for federal income tax purposes under Part I of
Subchapter M of the Code. Acquired Fund is a “fund” as defined in Section 851(g)(2) of the Code, has qualified as a RIC for each taxable year
since its inception and will qualify as a RIC as of the Closing, has no earnings and profits accumulated in any taxable year to which the
provisions of Subchapter M of the Code (or the corresponding provisions of prior law) did not apply, and consummation of the Acquisition will
not cause it to fail to be qualified as a RIC as of the Closing.

 (m) Acquired Fund will declare on or prior to the Valuation Date, a dividend or dividends that, together with all previous such dividends,
shall have the effect of distributing to its shareholders (i) all of Acquired Fund’s investment company taxable income (computed without regard
to any deduction for dividends paid), if any, for the taxable year ended March 31, 2011 and substantially all of such investment company taxable
income for any short taxable year beginning on April 1, 2011 and ending on the date of Closing (the “short taxable year”), (ii) at least 90% of the
excess, if any, of Acquired Fund’s interest income excludible from gross income under Section 103(a) of the Code over its deductions disallowed
under Sections 265 and 171(a)(2) of the Code for the taxable year ended March 31, 2011 and at least 90% of such net tax-exempt income for the
short taxable year, and (iii) all of Acquired Fund’s net capital gains recognized in its taxable year ended March 31, 2011 and substantially all of
any such capital gain recognized in the short taxable year (in each case after reduction for any capital loss carry-over).

5. Representations and Warranties by Acquiring Fund

 Acquiring Fund represents and warrants to Acquired Fund that:

 (a) Acquiring Fund is a trust created under the laws of the Commonwealth of Massachusetts on December 29, 1992, and is validly existing
and in good standing under the laws of that Commonwealth. Acquiring Fund is duly registered under the 1940 Act as a closed-end, management
investment company. Such registration is in full force and effect as of the date hereof and will be in full force and effect as of the Closing.
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 (b) Acquiring Fund is authorized to issue an unlimited number of Acquiring Fund Shares, with par value of $0.01. Each outstanding share of
Acquiring Fund is fully paid, non-assessable and has full voting rights. The Acquiring Fund Shares to be issued pursuant to Section 1 hereof
will, upon their issuance, be validly issued and fully paid and non-assessable and have full voting rights. Acquiring Fund shall as of the Closing
have made all filings, including listing applications, and obtained any consents required from the NYSE Amex to issue and list for trading the
Acquiring Fund Shares to be issued pursuant to Section 1 hereof.

 (c) At the Closing, the Acquiring Fund Shares to be issued pursuant to this Agreement will be eligible for offering to the public in those
states of the United States and jurisdictions in which the Acquired Fund Shares are presently eligible for offering to the public. There are a
sufficient number of Acquiring Fund Shares registered under the 1933 Act so as to complete the exchange contemplated by this Agreement.

 (d) The financial statements appearing in Acquiring Fund’s Annual Report to Shareholders for the fiscal year ended March 31, 2011, audited
by PricewaterhouseCoopers, LLC, copies of which have been delivered to Acquired Fund, and any unaudited financial statements since that
date, copies of which may be furnished to Acquiring Fund, fairly present the financial position of Acquired Fund as of the date indicated, and the
results of its operations for the period indicated, in conformity with generally accepted accounting principles applied on a consistent basis.

 (e) The statement of assets and liabilities of Acquiring Fund to be furnished by Acquiring Fund as of the Close of Business on the Valuation
Date for the purpose of determining the number of shares of beneficial interest of Acquiring Fund to be issued pursuant to Section 1 hereof will
accurately reflect the net assets of Acquiring Fund and outstanding shares of beneficial interest, as of such date, in conformity with generally
accepted accounting principles applied on a consistent basis.

 (f) At the Closing, Acquiring Fund will have good and marketable title to all of the securities and other assets shown on the statement of
assets and liabilities referred to in subsection (d) above, free and clear of all liens or encumbrances of any nature whatsoever except such
restrictions as might arise under the 1933 Act with respect to privately placed or otherwise restricted securities that Acquiring Fund may have
acquired in the ordinary course of business and such imperfections of title or encumbrances as do not materially detract from the value or use of
the assets subject thereto, or materially affect title thereto.

 (g) Acquiring Fund has the necessary trust power and trust authority to conduct its business as such business is now being conducted.
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 (h) Acquiring Fund is not a party to or obligated under any provision of its Agreement and Declaration of Trust, By-Laws, or any material
contract or any other material commitment or obligation, and is not subject to any order or decree, that would be violated by its execution of or
performance under this Agreement.

 (i) Acquiring Fund has full trust power and trust authority to enter into and perform its obligations under this Agreement, subject to approval
of the issuance of common shares by Acquiring Fund’s shareholders. Except as provided in the immediately preceding sentence, the execution,
delivery and performance of this Agreement have been validly authorized, and this Agreement constitutes its legal, valid and binding obligation
enforceable against it in accordance with its terms, subject, as to enforcement, to the effect of bankruptcy, insolvency reorganization,
arrangements among creditors, moratorium, fraudulent transfer or conveyance, and other similar laws of general applicability relating to or
affecting creditor’s rights and to general equity principles.

 (j) Acquiring Fund is not under the jurisdiction of a court in a Title 11 or similar case within the meaning of Section 368(a)(3)(A) of the
Code.

 (k) The books and records of Acquiring Fund, including FIN 48 work papers and supporting statements, made available to Acquired Fund
and/or its counsel are true and correct in all material respects and contain no material omissions with respect to the business and operations of
Acquiring Fund.

 (l) Acquiring Fund has elected to treat itself as a RIC for federal income tax purposes under Part I of Subchapter M of the Code. Acquiring
Fund is a “fund” as defined in Section 851(g)(2) of the Code, has qualified as a RIC for each taxable year since its inception, and will qualify as a
RIC as of the Closing, has no earnings and profits accumulated in any taxable year to which the provisions of Subchapter M of the Code (or the
corresponding provisions of prior law) did not apply, and consummation of the Acquisition will not cause it to fail to be qualified as a RIC as of
the Closing.

6. Representations and Warranties by Acquired Fund and Acquiring Fund

 Each Fund represents and warrants to the other that:

 (a) There are no legal, administrative or other proceedings or investigations against it, or, to its knowledge, threatened against it, that would
materially affect its financial condition or its ability to consummate the Acquisition. It is not charged with or, to its knowledge, threatened with,
any violation or investigation of any possible violation of any provisions of any federal, state or local law or regulation or administrative ruling
relating to any aspect of its business.
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(b) There are no known actual or proposed deficiency assessments with respect to any taxes payable by it.

 (c) It has duly and timely filed all Tax (as defined below) returns and reports (including information returns), which are required to be filed
by such Fund, and all such returns and reports accurately state the amount of Tax owed for the periods covered by the returns, or, in the case of
information returns, the amount and character of income required to be reported by such Fund. The Fund has paid or made provision and
properly accounted for all Taxes (as defined below) due or properly shown to be due on such returns and reports. The amounts set up as
provisions for Taxes in the books and records of the Fund as of the Close of Business on the Valuation Date will, to the extent required by
generally accepted accounting principles, be sufficient for the payment of all Taxes of any kind, whether accrued, due, absolute, contingent or
otherwise, which were or which may be payable by the Fund, as appropriate, for any periods or fiscal years prior to and including the Close of
Business on the Valuation Date, including all Taxes imposed before or after the Close of Business on the Valuation Date that are attributable to
any such period or fiscal year. No return filed by the Fund is currently being audited by the Internal Revenue Service or by any state or local
taxing authority. As used in this Agreement, “Tax” or “Taxes” means all federal, state, local and foreign (whether imposed by a country or political
subdivision or authority thereunder) income, gross receipts, excise, sales, use, value added, employment, franchise, profits, property, ad valorem
or other taxes, stamp taxes and duties, fees, assessments or charges, whether payable directly or by withholding, together with any interest and
any penalties, additions to tax or additional amounts imposed by any taxing authority (foreign or domestic) with respect thereto. To its
knowledge, there are no levies, liens or encumbrances relating to Taxes existing, threatened or pending with respect to the assets of the Fund.

 (d) All information provided by the Fund for inclusion in, or transmittal with, the Form N-14 filing contemplated by this Agreement shall not
contain any untrue statement of a material fact, or omit to state a material fact required to be stated therein in order to make the statements made
therein, in light of the circumstances under which they were made, not misleading.

 (e) Except in the case of the shareholder approval required by each Fund to complete the Acquisition, no consent, approval, authorization or
order of any court or governmental authority, or of any other person or entity, is required for the consummation of the Acquisition, except as
may be required by the 1933 Act, the Securities Exchange Act of 1934, as amended (the “1934 Act”), the 1940 Act, the rules of NYSE Amex,
state securities laws, Minnesota corporate law, or Massachusetts trust laws, including, in the case of each of the foregoing, the rules and
regulations thereunder.
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7. Covenants of Acquired Fund

 (a) Acquired Fund covenants to operate the business of Acquired Fund as presently conducted between the date hereof and the Closing.

 (b) Acquired Fund undertakes that Acquired Fund will not acquire the Acquiring Fund Shares for the purpose of making distributions thereof
other than to Acquired Fund’s shareholders.

 (c) Acquired Fund covenants that as of the Closing, all of Acquired Fund’s federal and other Tax returns and reports required by law to be
filed on or before such date shall have been filed and all federal and other Taxes shown as due on said returns either shall have been paid or
adequate liability reserves shall have been provided for the payment of such Taxes.

 (d) Acquired Fund will at the Closing provide Acquiring Fund with:

 (1) A statement of the respective tax basis and holding period of all investments to be transferred by Acquired Fund to Acquiring Fund.

 (2) A copy (which may be in electronic form) of the shareholder ledger accounts including, without limitation, the name, address and
taxpayer identification number of each shareholder of record, the number of shares of beneficial interest held by each shareholder, the dividend
reinvestment elections applicable to each shareholder, and the backup withholding and nonresident alien withholding certifications, notices or
records on file with Acquired Fund with respect to each shareholder, for all of the shareholders of record of Acquired Fund as of the Close of
Business on the Valuation Date, who are to become holders of Acquiring Fund Shares as a result of the Acquisition, certified by its transfer
agent or its President or its Vice-President to the best of their knowledge and belief.

 (3) All FIN 48 work papers and supporting statements pertaining to the Acquired Fund.

 (e) Prior to the Closing, the Board of Directors of Acquired Fund shall have called, and Acquired Fund shall have held, a meeting of
Acquired Fund’s shareholders to consider and vote upon this Agreement and Acquired Fund shall take all other actions reasonably necessary to
obtain shareholder approval of the Acquisition. Acquired Fund agrees to mail to each shareholder of record entitled to vote at such meeting, in
sufficient time to comply with requirements as to notice thereof, a Combined Proxy Statement and Prospectus that complies in all material
respects with the applicable provisions of Section 14(a) of the 1934 Act and Section 20(a) of the 1940 Act, and the rules and regulations
promulgated thereunder.
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(f) Acquired Fund shall supply to Acquiring Fund, at the Closing, the statement of the assets and liabilities described in Section 4(e) of this
Agreement in conformity with the requirements described in such Section.

 (g) As promptly as practicable, but in any case within sixty days after the date of Closing, Acquired Fund shall furnish Acquiring Fund, in
such form as is reasonably satisfactory to Acquiring Fund, a statement of the earnings and profits of Acquired Fund for federal income tax
purposes that will be carried over by Acquiring Fund as a result of Section 381 of the Code, and which shall have been certified by Acquired
Fund’s Treasurer.

 (h) Acquired Fund undertakes that, after the Acquisition is consummated, it will dissolve its corporate existence, file an application pursuant
to Section 8(f) of the 1940 Act for an order declaring that it has ceased to be an investment company and take the necessary actions, including
making the necessary filings, to withdraw its shares from listing on those stock exchanges on which the Acquired Fund Shares are listed as of
the Closing Date.

 (i) As soon as is reasonably practicable after the Closing, Acquired Fund will make one or more liquidating distributions to its shareholders
consisting of the Acquiring Fund Shares received at the Closing, as set forth in Section 1(c) hereof.

8. Covenants of Acquiring Fund

 (a) Acquiring Fund covenants that the shares of beneficial interest of Acquiring Fund to be issued and delivered to Acquired Fund pursuant
to the terms of Section 1 hereof shall have been duly authorized as of the Closing and, when so issued and delivered, shall be registered under
the 1933 Act, validly issued, and fully paid and non-assessable, and no shareholder of Acquiring Fund shall have any statutory or contractual
preemptive right of subscription or purchase in respect thereof, other than any rights created pursuant to this Agreement.

 (b) Acquiring Fund covenants to operate the business of Acquiring Fund as presently conducted between the date hereof and the Closing.

 (c) Acquiring Fund covenants that by the Closing, all of Acquiring Fund’s federal and other Tax returns and reports required by law to be
filed on or before such date shall have been filed and all federal and other Taxes shown as due on said returns shall have either been paid or
adequate liability reserves shall have been provided for the payment of such Taxes.

 (d) Acquiring Fund shall at the Closing supply to Acquired Fund the statement of assets and liabilities described in Section 5(d) of this
Agreement in conformity with the requirements described in such Section.
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(e) Acquiring Fund shall prior to the Closing have filed with the SEC a Registration Statement on Form N-14 under the 1933 Act
(“Registration Statement”), relating to the Acquiring Fund Shares to be issued pursuant hereto, and shall have used its best efforts to provide that
such Registration Statement becomes effective as promptly as practicable. At the time such Registration Statement becomes effective, it (i)
complied in all material respects with the applicable provisions of the 1933 Act, the 1934 Act and the 1940 Act, and the rules and regulations
promulgated thereunder; and (ii) will not contain an untrue statement of a material fact or omit to state a material fact required to be stated
therein or necessary to make the statements therein not misleading. At the time the Registration Statement becomes effective, at the time of
Acquired Fund’s shareholders’ meeting, and at the Closing, the prospectus and statement of additional information included in the Registration
Statement did not and will not contain an untrue statement of a material fact or omit to state a material fact necessary to make the statements
therein, in the light of the circumstances under which they were made, not misleading.

 (f) The Board of Trustees of Acquiring Fund shall call, and Acquiring Fund shall prior to the Closing have held, a Special Meeting of
Acquiring Fund’s shareholders to consider and vote upon the issuance of common shares in connection with this Agreement, and Acquiring Fund
shall take all other actions reasonably necessary to obtain approval of the Acquisition. Acquiring Fund agrees to mail to each shareholder of
record entitled to vote at such meeting, in sufficient time to comply with requirements as to notice thereof, a proxy statement that complies in all
material respects with the applicable provisions of Section 14(a) of the 1934 Act and Section 20(a) of the 1940 Act, and the rules and regulations
promulgated thereunder.

9. Conditions Precedent to be Fulfilled by Acquired Fund and Acquiring Fund

 The obligations of Acquired Fund and Acquiring Fund to effectuate this Agreement hereunder shall be subject to the following respective
conditions:

 (a) That (1) all the representations and warranties of the other party contained herein shall be true and correct in all material respects as of the
Closing with the same effect as though made as of and at such date; (2) the other party shall have performed all obligations required by this
Agreement to be performed by it at or prior to the Closing; and (3) the other party shall have delivered to such party a certificate signed by the
President or Vice-President and by the Secretary or equivalent officer to the foregoing effect.

 (b) That the other party shall have delivered to such party a copy of the resolutions approving this Agreement adopted by the other party’s
Board of Trustees or Directors, certified by the Secretary or equivalent officer.
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 (c) That the SEC shall not have issued an unfavorable advisory report under Section 25(b) of the 1940 Act, nor instituted nor threatened to
institute any proceeding seeking to enjoin the consummation of the Acquisition under Section 25(c) of the 1940 Act, and no other legal,
administrative or other proceeding shall be instituted or threatened that would materially and adversely affect the financial condition of either
party or that would prohibit the Acquisition.

 (d) That this Agreement and the Acquisition, including for Acquiring Fund the issuance and listing of additional Acquiring Fund Shares,
shall have been approved by any required or appropriate action of the shareholders of each Fund in accordance with its organizational
documents and applicable law.

 (e) That Acquired Fund shall have declared a dividend or dividends on or prior to the Valuation Date that, together with all previous
distributions, shall have the effect of distributing to its shareholders (i) all of Acquired Fund’s investment company taxable income (computed
without regard to any deduction for dividends paid), if any, for the taxable year ended March 31, 2011 and substantially all of such investment
company taxable income for any short taxable year beginning on April 1, 2011 and ending on the date of Closing (the “short taxable year”), (ii) at
least 90% of the excess, if any, of Acquired Fund’s interest income excludible from gross income under Section 103(a) of the Code over its
deductions disallowed under Sections 265 and 171(a)(2) of the Code for the taxable year ended March 31, 2011 and at least 90% of such net
tax-exempt income for the short taxable year, and (iii) all of Acquired Fund’s net capital gains recognized in its taxable year ended March 31,
2011 and substantially all of any such capital gain recognized in the short taxable year (in each case after reduction for any capital loss
carry-over).

 (f) That all required consents of other parties and all other consents, orders and permits of federal, state and local authorities (including those
of the SEC, NYSE Amex and state Blue Sky securities authorities, including any necessary “no-action” positions or exemptive orders from such
authorities) to permit consummation of the transaction contemplated hereby shall have been obtained, except where failure to obtain any such
consent, order or permit would not involve risk of material adverse effect on the assets and properties of a Fund.

 (g) That prior to or at the Closing, each Fund shall receive an opinion from Stradley Ronon Stevens & Young, LLP (“SRSY”) to the effect that,
provided the Acquisition is carried out in accordance with the applicable laws of the State of Minnesota and Commonwealth of Massachusetts,
this Agreement and in accordance with customary representations provided by Acquired Fund and Acquiring Fund with regard to matters of fact
in certificates delivered to SRSY:
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 (1) The acquisition by the Acquiring Fund of substantially all of the assets of Acquired Fund in exchange solely for Acquiring Fund Shares,
followed by the distribution by Acquired Fund to its shareholders of the Acquiring Fund Shares in complete liquidation of Acquired Fund,
should qualify as a reorganization within the meaning of Section 368(a)(1) of the Code, and Acquiring Fund and Acquired Fund each will be a
“party to the reorganization” within the meaning of Section 368(b) of the Code;

 (2) No gain or loss will be recognized by Acquired Fund upon the transfer of substantially all of its assets to Acquiring Fund in exchange
solely for the Acquiring Fund Shares pursuant to Section 361(a) and Section 357(a) of the Code, except that Acquired Fund may be required to
recognize gain or loss with respect to contracts described in Section 1256(b) of the Code or stock in a passive foreign investment company, as
defined in Section 1297(a) of the Code;

 (3) No gain or loss will be recognized by Acquiring Fund upon the receipt by it of substantially all of the assets of Acquired Fund in
exchange solely for the Acquiring Fund Shares pursuant to Section 1032(a) of the Code;

 (4) No gain or loss will be recognized by Acquired Fund upon the distribution of the Acquiring Fund Shares to its shareholders in complete
liquidation of Acquired Fund pursuant to Section 361(c)(1) of the Code.

 (5) The tax basis of the assets of Acquired Fund received by Acquiring Fund will be the same as the tax basis of these assets in the hands of
Acquired Fund immediately prior to the exchange pursuant to Section 362(b) of the Code;

 (6) The holding period of the assets of Acquired Fund received by Acquiring Fund will include the period during which such assets were
held by Acquired Fund pursuant to Section 1223(2) of the Code;

 (7) No gain or loss will be recognized by the shareholders of Acquired Fund upon the exchange of their Acquired Fund Shares solely for the
Acquiring Fund Shares (including fractional shares to which they may be entitled), pursuant to Section 354(a) of the Code;

 (8) The aggregate tax basis of the Acquiring Fund Shares to be received by each shareholder of Acquired Fund (including fractional shares to
which they may be entitled) will be the same as the aggregate tax basis of the Acquired Fund Shares exchanged therefor pursuant to Section
358(a)(1) of the Code;
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(9) The holding period of the Acquiring Fund Shares to be received by each shareholder of Acquired Fund (including fractional shares to
which they may be entitled) will include the holding period of the Acquired Fund Shares surrendered in exchange therefor, provided that the
shareholder held the Acquired Fund Shares as a capital asset on the date of the Acquisition pursuant to Section 1223(l) of the Code; and

 (10) Acquiring Fund will succeed to and take into account as of the date of the transfer (as defined in Section 1.381(b)-1(b) of the regulations
issued by the United States Department of Treasury (the “Treasury Regulations”)) the items of Acquired Fund described in Section 381(c) of the
Code, subject to the conditions and limitations specified in Sections 381, 382, 383 and 384 of the Code, and the Treasury Regulations.

 Such opinion shall contain such limitations as shall be in the opinion of Stradley Ronon appropriate to render the opinions expressed therein.
Notwithstanding anything herein to the contrary, neither Acquiring Fund nor Acquired Fund may waive the conditions set forth in this paragraph
9(g).

 (h) That Acquiring Fund shall have received an opinion in form and substance reasonably satisfactory to it from SRSY, counsel to Acquired
Fund, to the effect that, subject in all respects to the effects of bankruptcy, insolvency, arrangement among creditors, moratorium, fraudulent
transfer or conveyance, and other similar laws of general applicability relating to or affecting creditor’s rights and to general equity principles:

 (1) Acquired Fund is in good standing under the laws of the State of Minnesota;

 (2) Acquired Fund is a closed-end investment company of the management type registered as such under the 1940 Act;

 (3) Such counsel does not know of any material suit, action, or legal or administrative proceeding pending or threatened against Acquired
Fund, the unfavorable outcome of which would materially and adversely affect Acquired Fund;

 (4) To such counsel’s knowledge, no consent, approval, authorization or order of any court, governmental authority or agency is required for
the consummation by Acquired Fund of the Acquisition, except such as have been obtained under the 1933 Act, the 1934 Act, the 1940 Act, and
Minnesota laws (including, in the case of each of the foregoing, the rules and regulations thereunder) and such as may be required under state
securities laws;
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(5) Neither the execution, delivery nor performance of this Agreement by Acquired Fund violates any provision of its Articles of
Incorporation, its By-Laws, or the provisions of any agreement or other instrument known to such counsel to which Acquired Fund is a party or
by which Acquired Fund is otherwise bound; and

 (6) This Agreement has been validly authorized and executed by Acquired Fund and represents the legal, valid and binding obligation of
Acquired Fund and is enforceable against Acquired Fund in accordance with its terms.

 In giving the opinions set forth above, SRSY may state that it is relying on certificates of the officers of Acquired Fund with regard to
matters of fact and certain certifications and written statements of governmental officials with respect to the good standing of Acquired Fund.

 (i) That Acquired Fund shall have received an opinion in form and substance reasonably satisfactory to it from SRSY, counsel to Acquiring
Fund, to the effect that, subject in all respects to the effects of bankruptcy, insolvency, arrangement among creditors, moratorium, fraudulent
transfer or conveyance, and other similar laws of general applicability relating to or affecting creditor’s rights and to general equity principles:

 (1) Acquiring Fund is in good standing under the laws of the Commonwealth of Massachusetts;

 (2) Acquiring Fund is a closed-end investment company of the management type registered as such under the 1940 Act;

 (3) Such counsel does not know of any material suit, action, or legal or administrative proceeding pending or threatened against Acquiring
Fund, the unfavorable outcome of which would materially and adversely affect Acquiring Fund;

 (4) The shares of beneficial interest of Acquiring Fund to be issued pursuant to the terms of Section 1 hereof, when issued and delivered as
provided in this Agreement, will have been validly issued and fully paid and will be non-assessable by Acquiring Fund, and to such counsel’s
knowledge, no shareholder has any preemptive right to subscription or purchase in respect thereof other than any rights that may be deemed to
have been granted pursuant to this Agreement;

 (5) To such counsel’s knowledge, no consent, approval, authorization or order of any court, governmental authority or agency is required for
the consummation by Acquiring Fund of the Acquisition, except such as have been
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obtained under the 1933 Act, the 1934 Act, the 1940 Act, and Massachusetts laws (including, in the case of each of the foregoing, the rules and
regulations thereunder) and such as may be required under state securities laws;

(6) Neither the execution, delivery nor performance of this Agreement by Acquiring Fund violates any provision of its Agreement and
Declaration of Trust, its By-Laws, or the provisions of any agreement or other instrument known to such counsel to which Acquiring Fund is a
party or by which Acquiring Fund is otherwise bound; and

 (7) This Agreement has been validly authorized and executed by Acquiring Fund and represents the legal, valid and binding obligation of
Acquiring Fund and is enforceable against Acquiring Fund in accordance with its terms.

 In giving the opinions set forth above, SRSY may rely on certificates of the officers of Acquiring Fund with regard to matters of fact and
certain certifications and written statements of governmental officials with respect to the good standing of Acquiring Fund.

 (j) That Acquiring Fund’s Registration Statement with respect to the shares of beneficial interest of Acquiring Fund to be delivered to
Acquired Fund’s shareholders in accordance with Section 1 hereof shall be effective, and no stop order suspending the effectiveness of the
Registration Statement or any amendment or supplement thereto, shall have been issued prior to the Closing or shall be in effect at the Closing,
and no proceedings for the issuance of such an order shall be pending or threatened on that date.

 (k) That the shares of beneficial interest of Acquiring Fund to be delivered in accordance with Section 1 hereof shall be eligible for sale by
Acquiring Fund with each state commission or agency with which such eligibility is required in order to permit the shares lawfully to be
delivered to each Acquired Fund shareholder.

 (l) That at the Closing, Acquired Fund transfers to Acquiring Fund aggregate Net Assets of Acquired Fund comprising at least 90% in fair
market value of the total net assets and 70% in fair market value of the total gross assets recorded on the books of Acquired Fund at the Close of
Business on the Valuation Date.

10. Fees and Expenses

 The expenses of entering into and carrying out the provisions of this Agreement, whether or not consummated, shall be borne 40% by
Delaware Management Company, a series of Delaware Management Business Trust, and 30% by each Fund.
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11. Termination; Waiver; Order

(a) Anything contained in this Agreement to the contrary notwithstanding, this Agreement may be terminated and the Acquisition abandoned
at any time (whether before or after shareholder approval thereof) by the mutual consent of both Funds or by either Fund if any condition
precedent to its obligations set forth in Section 9 has not been fulfilled or waived.

 (b) If the Acquisition has not been consummated by December 31, 2011, this Agreement shall automatically terminate on that date, unless a
later date is agreed to by both Funds.

 (c) In the event of termination of this Agreement pursuant to the provisions hereof, the Agreement shall become void and have no further
effect, and there shall not be any liability on the part of either Fund or persons who are their trustees, officers, agents or shareholders in respect
of this Agreement.

 (d) At any time prior to the Closing, any of the terms or conditions of this Agreement may be waived by whichever Fund is entitled to the
benefit thereof.

 (e) The respective representations, warranties and covenants contained in Sections 4 through 8 hereof shall expire with, and be terminated
by, the consummation of the Acquisition, and neither Acquired Fund nor Acquiring Fund, nor any of their officers, trustees, agents or
shareholders shall have any liability with respect to such representations or warranties after the Closing. This provision shall not protect any
officer, trustee, agent or shareholder of Acquired Fund or Acquiring Fund against any liability to the entity for which that officer, trustee, agent
or shareholder so acts or to its shareholders to which that officer, trustee, agent or shareholder would otherwise be subject by reason of willful
misfeasance, bad faith, gross negligence or reckless disregard of the duties in the conduct of such office.

 (f) If any order or orders of the SEC with respect to this Agreement shall be issued prior to the Closing which shall impose any terms or
conditions that are determined by action of the Board of Directors of Acquired Fund and the Board of Trustees of Acquiring Fund to be
acceptable, such terms and conditions shall be binding as if a part of this Agreement without further vote or approval of the shareholders of
either Fund, unless such further vote is required by applicable law or by mutual consent of the parties.

12. Liability of Acquiring Fund and Acquired Fund

 (a) Each party acknowledges and agrees that all obligations of Acquiring Fund under this Agreement are binding only with respect to
Acquiring Fund; that any liability of Acquiring Fund under this Agreement or in connection with the Acquisition shall be discharged only out of
the assets of Acquiring Fund; and that Acquired Fund shall not seek satisfaction of any such obligation or liability from the shareholders,
trustees, officers, employees or agents of Acquiring Fund, or any of them.
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 (b) Each party acknowledges and agrees that all obligations of Acquired Fund under this Agreement are binding only with respect to
Acquired Fund; that any liability of Acquired Fund under this Agreement or in connection with the Acquisition shall be discharged only out of
the assets of Acquired Fund; and that Acquiring Fund shall not seek satisfaction of any such obligation or liability from the shareholders,
trustees, officers, employees or agents of Acquired Fund, or any of them.

13. Final Tax Returns and Forms 1099 of Acquired Fund

 (a) After the Closing, Acquired Fund shall or shall cause its agents to prepare any federal, state or local Tax returns, including any Forms
1099, required to be filed by Acquired Fund with respect to Acquired Fund’s final taxable year ending with its complete liquidation and for any
prior periods or taxable years and shall further cause such Tax returns and Forms 1099 to be duly filed with the appropriate taxing authorities.

 (b) Notwithstanding the provisions of Section 1 hereof, any expenses incurred by Acquired Fund (other than for payment of Taxes) in
connection with the preparation and filing of said Tax returns and Forms 1099 after the Closing shall be borne by Acquired Fund to the extent
such expenses have been or should have been accrued by Acquired Fund in the ordinary course without regard to the Acquisition contemplated
by this Agreement; any excess expenses shall be borne by Delaware Management Company, a series of Delaware Management Business Trust,
at the time such Tax returns and Forms 1099 are prepared.

14. Cooperation and Exchange of Information

 Acquiring Fund and Acquired Fund will provide each other and their respective representatives with such cooperation, assistance and
information as either of them reasonably may request of the other in filing any Tax returns, amended return or claim for refund, determining a
liability for Taxes, or in determining the financial reporting of any tax position, or a right to a refund of Taxes or participating in or conducting
any audit or other proceeding in respect of Taxes. Each party or their respective agents will retain for a period of six (6) years following the
Closing all returns, schedules and work papers and all material records or other documents relating to Tax matters and financial reporting of tax
positions of Acquired Fund and Acquiring Fund for its taxable period first ending after the Closing and for all prior taxable periods.

15. Entire Agreement and Amendments

 This Agreement embodies the entire agreement between the parties and there are no agreements, understandings, restrictions, or warranties
between the parties other than those set forth herein or herein provided for. This Agreement may be
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amended only by mutual consent of the parties in writing. Neither this Agreement nor any interest herein may be assigned without the prior
written consent of the other party.

16. Counterparts

This Agreement may be executed in any number of counterparts, each of which shall be deemed to be an original, but all such counterparts
together shall constitute but one instrument.

17. Notices

 Any notice, report, or demand required or permitted by any provision of this Agreement shall be in writing and shall be deemed to have been
given if delivered or mailed, first class postage prepaid, addressed to Acquired Fund or Acquiring Fund at 2005 Market Street, Philadelphia, PA
19103, Attention: Secretary.

18. Governing Law

 This Agreement shall be governed by and carried out in accordance with the laws of the State of Delaware.

19. Effect of Facsimile Signature

 A facsimile signature of an authorized officer of a party hereto on this Agreement and/or any transfer document shall have the same effect as
if executed in the original by such officer.

 IN WITNESS WHEREOF, Acquired Fund and Acquiring Fund have each caused this Agreement and Plan of Acquisition to be executed on
its behalf by its duly authorized officers, all as of the day and year first-above written.

Delaware Investments Arizona
Municipal Income Fund, Inc.

By: [___________________]
[___________________]
[___________________]

Delaware Investments National
Municipal Income Fund

By: [___________________]
[___________________]
[___________________]
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STATEMENT OF ADDITIONAL INFORMATION
March 31, 2011

of the Registration Statement on Form N-14 of
Delaware Investments National Municipal Income Fund

2005 Market Street
Philadelphia, PA 19103-7094

Acquisition of Substantially All of the Assets of
Delaware Investments Arizona Municipal Income Fund, Inc. (NYSE Amex: VAZ)

By and In Exchange for Shares of
Delaware Investments National Municipal Income Fund (NYSE Amex: VFL)

This Statement of Additional Information (“SAI”) supplements the information contained in the joint proxy statement/prospectus (the
“Prospectus”) dated March 31, 2011 for Delaware Investments National Municipal Income Fund (the “Acquiring Fund”) and Delaware Investments
Arizona Municipal Income Fund, Inc. (the “Target Fund”). Each of the Acquiring Fund and the Target Fund is sometimes referred to herein as a
“Fund” and they are referred to collectively as the “Funds.”

This SAI relates to the joint special meeting of shareholders of the Funds to be held May 23, 2011 to vote on an Agreement and Plan of
Acquisition whereby the Acquiring Fund will acquire the assets of the Target Fund in exchange for newly issued shares of the Acquiring Fund,
which will be distributed to holders of shares of the Target Fund.

This SAI should be read in conjunction with the Prospectus. Capitalized terms not defined herein are used as defined in the Prospectus. This
SAI is not itself a prospectus but is, in its entirety, incorporated by reference into the Prospectus. You can request a copy of the Prospectus by
calling 1-800-523-1918 or by writing to the Funds, Account Services, 2005 Market Street, Philadelphia, PA 19103.

The Securities and Exchange Commission has not approved or disapproved these securities or determined if this SAI is truthful or complete.
Any representation to the contrary is a criminal offense.
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Incorporation by Reference of Certain Documents

This SAI incorporates by reference the following documents, which will be provided to any shareholder who requests this SAI and which are
legally considered to be a part of this SAI:

Annual report of the Acquiring Fund for the year ended March 31, 2010, filed via EDGAR on May 28, 2010 (Accession No.
0001206774-10-001363).

• 

Semi-annual report of the Acquiring Fund for the period ended September 30, 2010, filed via EDGAR on December 7, 2010
(Accession No. 0001206774-10-002566).

• 

Annual report of the Target Fund for the year ended March 31, 2010, filed via EDGAR on May 28, 2010 (Accession No.
0001206774-10-001360).

• 

Semi-annual report of the Target Fund for the period ended September 30, 2010, filed via EDGAR on December 7, 2010 (Accession
No. 0001206774-10-002565).

• 

These Annual and Semi-Annual Reports can also be obtained, without charge, by calling 800 523-1918.

About the Funds

The Acquiring Fund is a Massachusetts business trust. The Target Fund is a Minnesota corporation. Each Fund is registered as a closed-end
investment company under the Investment Company Act of 1940, as amended (the “1940 Act”), and each Fund’s shares trade on NYSE Amex
Equities (the “Exchange”). The Acquiring Fund has outstanding common shares of beneficial interest. The Target Fund has outstanding shares of
common stock. All references to “shares” in this SAI refer to such shares of the Funds, except where noted or context requires otherwise. The
Funds’ investment manager is Delaware Management Company (the “Manager”), a series of Delaware Management Business Trust, which is a
registered investment adviser. Delaware Investments, a member of Macquarie Group, refers to Delaware Management Holdings, Inc. and its
subsidiaries, including the Funds’ distributor, Delaware Distributors, L.P. Macquarie Group refers to Macquarie Group Limited and its
subsidiaries and affiliates worldwide. Macquarie Group is a Sydney, Australia-headquartered global provider of banking, financial, advisory,
investment and funds management services.

Investment Strategies and Risks

The Funds’ investment objectives, strategies, and risks are described in the Prospectus. The following discussion supplements such
description.

The Funds invest primarily in municipal obligations, also known as tax-exempt obligations. The term “Municipal Obligations” refers to debt
obligations issued by or on behalf of a state or territory or its agencies, instrumentalities, municipalities and political subdivisions, the interest
payable on which is, in the opinion of bond counsel, excludable from gross income for purposes of federal income taxation (except, in certain
instances, the alternative minimum tax, depending upon the shareholder’s tax status) and, with respect to the Target Fund, personal income tax of
the State of Arizona, if any. Municipal Obligations are generally issued to obtain funds for various public purposes, including the construction or
improvement of a wide range of public facilities such as airports, bridges, highways, housing, hospitals, mass transportation, schools, streets and
water and sewer works. Other public purposes for which Municipal Obligations may be issued include refunding outstanding obligations,
obtaining funds for general operating expenses and lending such funds to other public institutions and facilities. In addition, municipal
obligations may be issued by or on behalf of public bodies to obtain funds to provide for the construction, equipping, repair or improvement of
housing facilities, convention or trade show facilities, airport, mass transit, industrial, port or parking facilities and certain local facilities for
water supply, gas, electricity, sewage or solid waste disposal.

Securities in which the Funds may invest, including municipal obligations, are subject to the provisions of bankruptcy, insolvency,
reorganization and other laws affecting the rights and remedies of creditors, such as the federal Bankruptcy Code, and laws, if any, which may
be enacted by the United States Congress or a state’s legislature extending the time for payment of principal or interest, or both, or imposing
other constraints upon enforcement of such obligations within constitutional limitations. There is also the possibility that, as a result of litigation
or other conditions, the power or ability of issuers to meet their obligations for the payment of interest on and principal of their municipal
obligations may be materially affected.
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From time to time, legislation has been introduced in the United States Congress for the purpose of restricting the availability of or
eliminating the federal income tax exemption for interest on municipal obligations, some of which have been enacted. Additional proposals may
be introduced in the future which, if enacted, could affect the availability of municipal obligations for investment by the Funds and the value of
each Fund’s portfolio. In such event, the Manager may reevaluate a Fund’s investment objective and policies and submit possible changes in the
structure of the Fund for shareholder approval.

To the extent that the ratings given by Moody’s Investors Service, Inc. (“Moody’s”), Standard & Poor’s (“S&P”), or Fitch, Inc. (“Fitch”) for
municipal obligations may change as a result of changes in such organizations or their rating systems, the Funds will attempt to use comparable
ratings as standards for their investments in accordance with their investment policies. The ratings of Moody’s, S&P and Fitch represent their
opinions as to the quality of the municipal obligations which they undertake to rate. It should be emphasized, however, that ratings are relative
and subjective and are not absolute standards of quality. Although these ratings provide an initial criterion for selection of portfolio investments,
the Manager will subject these securities to other evaluative criteria prior to investing in such securities.

Advance Refunded Bonds

Escrow secured bonds or defeased bonds are created when an issuer refunds in advance of maturity (or pre-refunds) an outstanding bond
issue which is not immediately callable, and it becomes necessary or desirable to set aside funds for redemption of the bonds at a future date. In
an advance refunding, the issuer will use the proceeds of a new bond issue to purchase high grade interest bearing debt securities which are then
deposited in an irrevocable escrow account held by a trustee bank to secure all future payments of principal and interest of the advance refunded
bond. Escrow secured bonds will often receive a rating of triple A from S&P and Moody’s.

Floating Rate or Variable Demand Notes

The Funds may purchase “floating-rate” and “variable-rate” obligations. Variable or floating rate demand notes (“VRDNs”) are tax-exempt
obligations which contain a floating or variable interest rate adjustment formula and an unconditional right of demand to receive payment of the
unpaid principal balance plus accrued interest upon a short notice period (generally up to 30 days) prior to specified dates, either from the issuer
or by drawing on a bank letter of credit, a guarantee or insurance issued with respect to such instrument. The interest rates are adjustable at
intervals ranging from daily to up to six months to some prevailing market rate for similar investments, such adjustment formula being
calculated to maintain the market value of the VRDN at approximately the par value of the VRDN upon the adjustment date. The adjustments
are typically based upon the price rate of a bank or some other appropriate interest rate adjustment index. The Manager will decide which
variable or floating rate demand instruments a Fund will purchase in accordance with procedures prescribed by the Board to minimize credit
risks. Any VRDN must be of high quality as determined by the Manager and subject to review by the Board, with respect to both its long-term
and short-term aspects, except where credit support for the instrument is provided even in the event of default on the underlying security, the
Fund may rely only on the high quality character of the short-term aspect of the demand instrument, i.e., the demand feature. A VRDN which is
unrated must have high quality characteristics similar to those rated in accordance with policies and guidelines determined by the Board. If the
quality of any VRDN falls below the quality level required by the Board and any applicable rules adopted by the SEC, a Fund must dispose of
the instrument within a reasonable period of time by exercising the demand feature or by selling the VRDN in the secondary market, whichever
is believed by the Manager to be in the best interests of the Fund and its shareholders.

Variable and floating rate notes for which no readily available market exists will be purchased in an amount which, together with securities
with legal or contractual restrictions on resale or for which no readily available market exists (including repurchase agreements providing for
settlement more than seven days after notice), exceed 15% of a Fund’s net assets only if such notes are subject to a demand feature that will
permit the Fund to demand payment of the principal within seven days after demand by the Fund. If not rated, such instruments must be found
by the Manager under guidelines established by a Fund’s Board, to be of comparable quality to instruments that are rated high quality. A rating
may be relied upon only if it is provided by an NRSRO that is not affiliated with the issuer or guarantor of the instruments.
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Forward Commitments

New issues of municipal obligations and other securities are often purchased on a “when issued” or delayed delivery basis, with delivery and
payment for the securities normally taking place 15 to 45 days after the date of the transaction. The payment obligation and the interest rate that
will be received on the securities are each fixed at the time the buyer enters into the commitment. Each Fund may enter into such “forward
commitments” if it holds, and maintains until the settlement date, cash or liquid securities in an amount sufficient to meet the purchase price.
There is no percentage limitation on a Fund’s total assets which may be invested in forward commitments.Municipal obligations purchased on a
when-issued basis and the securities held in a Fund’s portfolio are subject to changes in value (both generally changing in the same way, i.e.,
appreciating when interest rates decline and depreciating when interest rates rise) based upon the public’s perception of the creditworthiness of
the issuer and changes, real or anticipated, in the level of interest rates. Municipal obligations purchased on a when-issued basis may expose the
Fund to risk because they may experience such fluctuations prior to their actual delivery. Purchasing municipal obligations on a when-issued
basis can involve the additional risk that the yield available in the market when the delivery takes place actually may be higher than that obtained
in the transaction itself. Any significant commitment by a Fund to the purchase of securities on a when-issued basis may increase the volatility
of the Fund’s net asset value. Although a Fund will generally enter into forward commitments with the intention of acquiring securities for its
portfolio, it may dispose of a commitment prior to settlement if the Fund’s Manager deems it appropriate to do so. A Fund may realize short-term
profits or losses upon the sale of forward commitments.

Illiquid Investments and Restricted Securities

Each Fund is permitted to invest up to 15% of the value of its net assets in illiquid investments. An investment is generally deemed to be
“illiquid” if it cannot be disposed of within seven days in the ordinary course of business at approximately the amount at which the investment
company is valuing the investment. “Restricted securities” are securities which were originally sold in private placements and which have not been
registered under the Securities 1933. Such securities generally have been considered illiquid by the staff of the SEC, since such securities may be
resold only subject to statutory restrictions and delays or if registered under the 1933 Act. However, the SEC has acknowledged that a market
exists for certain restricted securities (for example, securities qualifying for resale to certain “qualified institutional buyers” pursuant to Rule 144A
under the 1933 Act, certain forms of interest only and principal only, mortgaged backed U.S. government securities and commercial paper
issued pursuant to the private placement exemption of Section 4(2) of the 1933 Act). The Funds may invest without limitation in these forms of
restricted securities if such securities are deemed by the Manager to be liquid in accordance with standards established by each Fund’s Board.
Under these guidelines, the Manager must consider, among other things: (a) the frequency of trades and quotes for the security, (b) the number
of dealers willing to purchase or sell the security and the number of other potential purchasers, (c) dealer undertakings to make a market in the
security, and (d) the nature of the security and the nature of the marketplace trades (for example, the time needed to dispose of the security, the
method of soliciting offers and the mechanics of transfer.)

A less liquid secondary market may have an adverse effect on a Fund’s ability to dispose of particular issues, when necessary, to meet the
Fund’s liquidity needs or in response to a specific economic event, such as the deterioration in the creditworthiness of the issuer. In striving to
manage this risk, the Manager evaluates the size of a bond issuance as a way to anticipate its likely liquidity level. Swap agreements may be
treated as illiquid securities, but swap dealers may be willing to repurchase interest rate swaps within seven days. If the Manager determines that
a restricted Security that was previously determined to be liquid is no longer liquid and, as a result, a Fund’s holdings of illiquid securities exceed
such Fund’s 15% limit on investment in such securities, the Manager will determine what action to take to ensure that such Fund continues to
adhere to such limitation.
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At the present time, it is not possible to predict with accuracy how the markets for certain restricted securities will develop. Investing in
restricted securities could have the effect of increasing the level of a Fund’s illiquidity to the extent that qualified purchasers of the securities
become, for a time, uninterested in purchasing these securities.

The Funds are permitted to invest in municipal leases. Traditionally, municipal leases have been viewed by the SEC staff as illiquid
investments. However, subject to Board standards similar to the standards applicable to restricted securities (as discussed above), the Manager
may treat certain municipal leases as liquid investments and not subject to the policy limiting illiquid investments.

Derivatives

Although neither Fund currently does so to a significant extent, each Fund may also invest in certain types of derivatives, such as swaps and
options, and each Fund may invest up to 25% of its net assets in inverse floaters when the underlying bond is tax-exempt, so long as the Fund’s
investments in taxable securities (including investments in inverse floaters on taxable securities) combined with its investments in securities
rated below investment grade, if any, are limited to 20% of the Fund’s net assets. Each Fund may invest up to 15% of total net assets in credit
default swaps. Use of these strategies can increase a Fund’s operating costs and can lead to loss of principal.

As described further below with respect to specific types of derivatives, the Funds face the possibility of a significant loss from the use of a
derivatives strategy (including a strategy involving swaps such as interest rate swaps, index swaps, and credit default swaps) related to a security
or a securities index and that security or index moves in the opposite direction from what the Manager had anticipated. Derivatives also involve
additional expenses, which could reduce any benefit or increase any loss from using the strategy. The Funds will use derivatives for defensive
purposes, such as to protect gains or hedge against potential losses in the portfolio without actually selling a security, to neutralize the impact of
interest rate changes, to improve diversification or to earn additional income. The Manager will generally use derivatives for purposes that are
consistent with a Fund’s investment objectives.

If a Fund enters into a derivative contract (such as a swap, futures, or options contract) or a repurchase agreement, it will be subject to the
risk that the counterparty to such a contract or agreement may fail to perform its obligations under the contract or agreement due to financial
difficulties (such as a bankruptcy or reorganization). As a result, a Fund could experience significant delays in obtaining any recovery, may only
obtain a limited recovery, or may obtain no recovery at all. The Manager tries to minimize this risk by considering the creditworthiness of all
parties before a Fund enters into transactions with them. The Funds will hold collateral from counterparties consistent with applicable
regulations.

Interest Rate and Index Swaps

Although neither Fund currently does so to a significant extent, each Fund may also invest in certain types of derivatives, such as swaps and
options, and each Fund may invest up to 25% of its net assets in inverse floaters when the underlying bond is tax-exempt, so long as the Fund’s
investments in taxable securities (including investments in inverse floaters on taxable securities) combined with its investments in securities
rated below investment grade, if any, are limited to 20% of the Fund’s net assets. Use of these strategies can increase a Fund’s operating costs and
can lead to loss of principal. Each Fund may invest in interest rate and index swaps to the extent consistent with its respective investment
objectives and strategies. A Fund will invest in interest rate swaps to adjust its sensitivity to interest rates by changing its duration, to hedge
against changes in interest rates or to gain exposure to markets in which the Fund invests. A Fund may also use index swaps as a substitute for
futures, options or forward contracts if such contracts are not available to the Fund on favorable terms. Each Fund may invest in futures, options
and swaps as long as each Fund’s investments in these securities when aggregated with other taxable investments and securities that are rated
below investment grade do not exceed 20% of the Fund’s total net assets.
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Swaps are agreements to exchange payment streams over a period of time with another party, called a counterparty. Each payment stream is
based on a specified rate, which could be a fixed or variable interest rate, the rate of return on an index, or some other reference rate. The
payment streams are calculated with reference to a hypothetical principal amount, called the notional principal or the notional amount. For
example, in an interest rate swap one party may agree to pay a fixed interest rate to a counterparty and to receive in return variable interest rate
payments from the counterparty. The amount that each party pays is calculated by multiplying the fixed and variable rates, respectively, by the
notional amount. The payment streams may thus be thought of as interest payments on the notional amount. The notional amount does not
actually change hands at any point in the swap transaction; it is used only to calculate the value of the payment streams.

When two counterparties each wish to swap interest rate payments, they typically each enter into a separate interest rate swap contract with a
broker/dealer intermediary, who is the counterparty in both transactions, rather than entering into a swap contract with each other directly. The
broker/dealer intermediary enters into numerous transactions of this sort, and attempts to manage its portfolio of swaps so as to match and offset
its payment receipts and obligations.

The typical minimum notional amount is $5 million. Variable interest rates are usually set by reference to the London Inter-Bank Offered
Rate (“LIBOR”) or the rate set by the Bond Market Association (“BMA”). The typical maximum term of an interest rate swap agreement ranges
from 1 to 12 years. Index swaps tend to be shorter term, often for one year. The portfolio managers presently intend to purchase swaps with
maturities of up to 30 years.

A Fund may also engage in index swaps, also called total return swaps. In an index swap, a Fund may enter into a contract with a
counterparty in which the counterparty will make payments to the Fund based on the positive returns of an index, such as a corporate bond
index, in return for the Fund paying to the counterparty a fixed or variable interest rate, as well as paying to the counterparty any negative
returns on the index. In a sense, the Fund is purchasing exposure to an index in the amount of the notional principal in return for making interest
rate payments on the notional principal. As with interest rate swaps, the notional principal does not actually change hands at any point in the
transaction. The counterparty, typically an investment bank, manages its obligations to make total return payments by maintaining an inventory
of the fixed-income securities that are included in the index.

Swap transactions provide several benefits to a Fund. Interest rate swaps may be used as a duration management tool. Duration is a measure
of a bond’s interest-rate sensitivity, expressed in terms of years because it is related to the length of time remaining on the life of a bond. In
general, the longer a bond’s duration, the more sensitive the bond’s price will be to changes in interest rates. The average duration of a Fund is the
weighted average of the durations of the Fund’s fixed-income securities.

If a Fund wished to shorten the duration of certain of its assets, longer term assets could be sold and shorter term assets acquired, but these
transactions have potential tax and return differential consequences. By using an interest rate swap, a Fund could agree to make semi-annual
fixed rate payments and receive semi-annual floating rate LIBOR or BMA payments adjusted every six months. The duration of the floating rate
payments received by the Fund may be six months. In effect, a Fund can reduce the duration of the notional amount invested from a longer term
to six months over the life of the swap agreement.

A Fund may also use swaps to gain exposure to specific markets. Other uses of swaps are to help a Fund to preserve a return or spread on a
particular investment or portion of its portfolio or to protect against an increase in the price of securities the Fund anticipates purchasing at a
later date. Interest rate swaps may also be considered as a substitute for interest rate futures in many cases where the hedging horizon is longer
than the maturity of the typical futures contract, and may be considered to provide more liquidity than similar forward contracts, particularly
long-term forward contracts.

The primary risk of swap transactions is the creditworthiness of the counterparty, since the integrity of the transaction depends on the
willingness and ability of the counterparty to maintain the agreed upon payment stream. This risk is often referred to as counterparty risk. If
there is a default by a counterparty in a swap transaction, a Fund’s potential loss is the net amount of payments the Fund is contractually entitled
to receive for one payment period (if any - the Fund could be in a net payment position), not the entire notional amount, which does not change
hands in a swap transaction. Swaps do not involve the delivery of securities or other underlying assets or principal as collateral for the
transaction. A Fund will have contractual remedies pursuant to the swap agreement but, as with any contractual remedy, there is no guarantee
that the Fund would be successful in pursuing them -- the counterparty may be judgment proof due to insolvency, for example. A Fund thus
assumes the risk that it will be delayed or prevented from obtaining payments owed to it. The standard industry swap agreements do, however,
permit a Fund to terminate a swap agreement (and thus avoid making additional payments) in the event that a counterparty fails to make a timely
payment to the Fund.
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In response to this counterparty risk, several securities firms have established separately capitalized subsidiaries that have a higher credit
rating, permitting them to enter into swap transactions as a dealer. A Fund will not be permitted to enter into any swap transaction unless, at the
time of entering into such transaction, the unsecured long-term debt of the actual counterparty, combined with any credit enhancements, is rated
at least A by S&P or Moody’s or is determined to be of equivalent credit quality by the Manager. In addition, the Manager will closely monitor
the ongoing creditworthiness of swap counterparties in order to minimize the risk of swaps.

In addition to counterparty risk, the use of swaps also involves risks similar to those associated with ordinary portfolio security transactions.
If the portfolio manager is incorrect in his or her forecast of market values or interest rates, the investment performance of a Fund which has
entered into a swap transaction could be less favorable than it would have been if this investment technique were not used. It is important to
note, however, that there is no upper limit on the amount a Fund might theoretically be required to pay in a swap transaction.

The extent to which a Fund may invest in a swap, as measured by the notional amount, will be subject to the same limitations as the eligible
investments to which the purchased reference rate relates.

Each Fund will, consistent with industry practice, segregate and mark-to-market daily cash or other liquid assets having an aggregate market
value at least equal to the net amount of the excess, if any, of the Fund’s payment obligations over its entitled payments with respect to each swap
contract. To the extent that a Fund is obligated by a swap to pay a fixed or variable interest rate, the Fund may segregate securities that are
expected to generate income sufficient to meet the Fund’s net payment obligations.

Interest rate swaps may be considered liquid securities because they can be sold back to the counterparty/dealer relatively quickly at a
determinable price. Most index swaps, on the other hand, are considered to be illiquid because the counterparty/dealer will typically not unwind
an index swap prior to its termination (and, not surprisingly, index swaps tend to have much shorter terms). Each Fund will consider the liquidity
of each interest rate swap on an individual basis and treat all index swaps as subject to the limitation on illiquid investments. For purposes of
calculating any percentage limitations, each Fund will refer to the notional amount of the swap.

Interest rate swaps will be priced using market prices. Index swaps will be priced using fair value pricing. The income provided by an
interest rate swap should be qualifying income for purposes of Subchapter M of the Code. Interest rate swaps should not otherwise result in any
significant diversification or valuation issues under Subchapter M.

Credit Default Swaps

Each Fund may invest up to 15% of total net assets in credit default swaps. Each Fund may enter into credit default swap (“CDS”) contracts to
the extent consistent with its investment objectives and strategies. A Fund may enter into credit default swaps in order to hedge against a credit
event, to enhance total return, or to gain exposure to certain securities or markets. A CDS contract is a risk-transfer instrument (in the form of a
derivative security) through which one party (the “purchaser of protection”) transfers to another party (the “seller of protection”) the financial risk of
a Credit Event (as defined below), as it relates to a particular reference security or basket of securities (such as an index). In exchange for the
protection offered by the seller of protection, the purchaser of protection agrees to pay the seller of protection a periodic premium. In the most
general sense, the benefit for the purchaser of protection is that, if a Credit Event should occur, it has an agreement that the seller of protection
will make it whole in return for the transfer to the seller of protection of the reference security or securities. The benefit for the seller of
protection is the premium income it receives. A Fund might use CDS contracts to limit or to reduce the risk exposure of the Fund to defaults of
the issuer or issuers of the Fund’s portfolio holdings (i.e., to reduce risk when the Fund owns or has exposure to such securities). A Fund also
might use CDS contracts to create or vary exposure to securities or markets.
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CDS transactions may involve general market, illiquidity, counterparty and credit risks. CDS prices may also be subject to rapid movements
in response to news and events affecting the underlying securities. The aggregate notional amount (typically, the principal amount of the
reference security or securities) of a Fund’s investments in the CDS contracts is limited to 15% of the Fund’s total net assets. As the purchaser or
seller of protection, a Fund may be required to segregate cash or other liquid assets to cover its obligations under certain CDS contracts.

Where a Fund is a purchaser of protection, it will designate on its books and records cash or liquid securities sufficient to cover its premium
payments under the CDS. To the extent that the Fund, as a purchaser of protection, may be required in the event of a credit default to deliver to
the counterparty (1) the reference security (or basket of securities), (2) a security (or basket of securities) deemed to be the equivalent of the
reference security (or basket of securities), or (3) the negotiated monetary value of the obligation, the Fund will designate the reference security
(or basket of securities) on its books and records as being held to satisfy its obligation under the CDS or, where the Fund does not own the
reference security (or basket of securities), the Fund will designate on its books and records cash or liquid securities sufficient to satisfy the
potential obligation. To the extent that the Fund, as a seller of protection, may be required in the event of a credit default to deliver to the
counterparty some or all of the notional amount of the CDS, it will designate on its books and records cash or liquid securities sufficient to cover
the obligation. If the CDS permits the Fund to offset its obligations against the obligations of the counterparty under the CDS, then the Fund will
only designate on its books and records cash or liquid securities sufficient to cover the Fund’s net obligation to the counterparty, if any. All cash
and liquid securities designated by the Fund to cover its obligations under CDSs will be marked to market daily to cover these obligations.

As the seller of protection in a CDS contract, a Fund would be required to pay the par (or other agreed-upon) value of a reference security (or
basket of securities) to the counterparty in the event of a default, bankruptcy, failure to pay, obligation acceleration, modified restructuring or
agreed upon event (each of these events is a “Credit Event”). If a Credit Event occurs, a Fund generally would receive the security or securities to
which the Credit Event relates in return for the payment to the purchaser of the par value. Provided that no Credit Event occurs, a Fund would
receive from the counterparty a periodic stream of payments over the term of the contract in return for this credit protection. In addition, if no
Credit Event occurs during the term of the CDS contact, a Fund would have no delivery requirement or payment obligation to the purchaser of
protection. As the seller of protection, a Fund would have credit exposure to the reference security (or basket of securities). A Fund will not sell
protection in a CDS contract if it cannot otherwise hold the security (or basket of securities).

As the purchaser of protection in a CDS contract, the Fund would pay a premium to the seller of protection. In return, the Fund would be
protected by the seller of protection from a Credit Event on the reference security (or basket of securities). A risk in this type of transaction is
that the seller of protection may fail to satisfy its payment obligations to a Fund if a Credit Event should occur. This risk is known as
counterparty risk and is described in further detail below.

If the purchaser of protection does not own the reference security (or basket of securities), the purchaser of protection may be required to
purchase the reference security (or basket of securities) in the case of a Credit Event on the reference security (or basket of securities). If the
purchaser of protection cannot obtain the security (or basket of securities), it may be obligated to deliver a security (or basket of securities) that
is deemed to be equivalent to the reference security (or basket of securities) or the negotiated monetary value of the obligation.

Each CDS contract is individually negotiated. The term of a CDS contract, assuming no Credit Event occurs, is typically between 2 and 5
years. CDS contracts may be unwound through negotiation with the counterparty. Additionally, a CDS contract may be assigned to a third party.
In either case, the unwinding or assignment involves the payment or receipt of a separate payment by a Fund to terminate the CDS contract.

7

Edgar Filing: Delaware Investments National Municipal Income Fund - Form 497

76



A significant risk in CDS transactions is the creditworthiness of the counterparty because the integrity of the transaction depends on the
willingness and ability of the counterparty to meet its contractual obligations. If there is a default by a counterparty who is a purchaser of
protection, a Fund’s potential loss is the agreed upon periodic stream of payments from the purchaser of protection. If there is a default by a
counterparty that is a seller of protection, a Fund’s potential loss is the failure to receive the par value or other agreed upon value from the seller
of protection if a Credit Event occurs. CDS contracts do not involve the delivery of collateral to support each party’s obligations; therefore, a
Fund will only have contractual remedies against the counterparty pursuant to the CDS agreement. As with any contractual remedy, there is no
guarantee that a Fund would be successful in pursuing such remedies. For example, the counterparty may be judgment proof due to insolvency.
A Fund thus assumes the risk that it will be delayed or prevented from obtaining payments owed to it.

Inverse Floaters

Each Fund may invest in inverse floaters. Each Fund may invest up to 25% of each Fund’s respective net assets in inverse floaters when the
underlying bond is tax-exempt. Otherwise, each Fund’s investments in taxable instruments and any securities rated below investment grade,
including any inverse floaters on taxable bonds, are limited to 20% of the Fund’s respective net assets. Inverse floaters are instruments with
floating or variable interest rates that move in the opposite direction to short-term interest rates or interest rate indices.

Certain expenses of an inverse floater program will be deemed to be expenses of a Fund where the Fund has transferred its own municipal
bonds to the trust that issues the inverse floater. To the extent that income from the inverse floater offsets these expenses, the additional income
will have a positive effect on a Fund’s performance. Conversely, to the extent that these expenses exceed income earned from the trust collateral,
the shortfall will have a negative effect on performance. Typically, the Funds invest in inverse floaters that permit the holder of the inverse
floater to terminate the program in the event the fees and interest expense exceed income earned by the municipal bonds held by the trust.
Inverse floaters may be more volatile than other tax-exempt investments.

Investment Companies

Each Fund is permitted to invest in other investment companies, including open-end, closed-end or unregistered investment companies,
either within the percentage limits set forth in the 1940 Act, any rule or order thereunder, or SEC staff interpretation thereof, or without regard to
percentage limits in connection with a merger, reorganization, consolidation or other similar transaction. However, each Fund may not operate
as a “fund of funds” which invests primarily in the shares of other investment companies as permitted by Section 12(d)(1)(F) or (G) of the 1940
Act, if its own shares are utilized as investments by such a “fund of funds.”

Municipal Lease Obligations

Municipal leases may take the form of a lease with an option to purchase, an installment purchase contract, a conditional sales contract or a
participation certificate in any of the foregoing. In determining leases in which the Funds will invest, the Manager will evaluate the credit rating
of the lessee and the terms of the lease. Additionally, the Manager may require that certain municipal leases be secured by a letter of credit or put
arrangement with an independent financial institution. State or municipal lease obligations frequently have the special risks described below
which are not associated with general obligation or revenue bonds issued by public bodies.

The statutes of many states contain requirements with which such states and municipalities must comply whenever incurring debt. These
requirements may include approving voter referendums, debt limits, interest rate limits and public sale requirements. Leases have evolved as a
means for public bodies to acquire property and equipment without needing to comply with all of the statutory requirements for the issuance of
debt. The debt issuance limitations may be inapplicable for one or more of the following reasons: (1) the inclusion in many leases or contracts of
“non-appropriation” clauses that provide that the public body has no obligation to make future payments under the lease or contract unless money
is appropriated for such purpose by the appropriate legislative body on a yearly or other periodic basis (the “non-appropriation” clause); (2) the
exclusion of a lease or conditional sales contract from the definition of indebtedness under relevant state law; or (3) the lease provides for
termination at the option of the public body at the end of each fiscal year for any reason or, in some cases, automatically if not affirmatively
renewed.
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If the lease is terminated by the public body for non-appropriation or another reason not constituting a default under the lease, the rights of
the lessor or holder of a participation interest therein are limited to repossession of the leased property without any recourse to the general credit
of the public body. The disposition of the leased property by the lessor in the event of termination of the lease might, in many cases, prove
difficult or result in loss.

Options and Futures

The Funds may to the extent consistent with their investment objectives and policies utilize put and call transactions and may utilize futures
transactions to hedge against market risk and facilitate portfolio management. Options and futures may be used to attempt to protect against
possible declines in the market value of a Fund’s portfolio resulting from downward trends in the debt securities markets (generally due to a rise
in interest rates), to protect the Fund’s unrealized gains in the value of its portfolio securities, to facilitate the sale of such securities for
investment purposes, to manage the effective maturity or duration of the Fund’s portfolio or to establish a position in the securities markets as a
temporary substitute for purchasing particular securities. The use of options and futures is a function of market conditions. Other transactions
may be used by the Fund in the future for hedging purposes as they are developed to the extent deemed appropriate by the appropriate Board.

Options on Securities. Each Fund may write (i.e., sell) covered put and call options and purchase call options on the securities in which they
may invest and on indices of securities in which they may invest, to the extent such put and call options are available. Each Fund may also
purchase put options on indices of securities in which it may invest, to the extent such put options are available.

Each Fund may invest up to an aggregate of 20% of the Fund’s net assets in futures, options and swaps as long as each Fund’s investments in
these securities when aggregated with other taxable investments and any securities rated below investment grade do not exceed 20% of the
Fund’s total net assets.

A put option gives the buyer of such option, upon payment of a premium, the right to deliver a specified amount of a security to the writer of
the option on or before a fixed date at a predetermined price. A call option gives the purchaser of the option, upon payment of a premium, the
right to call upon the writer to deliver a specified amount of a security on or before a fixed date, at a predetermined price.

In purchasing a call option, the Fund would be in a position to realize a gain if, during the option period, the price of the security increased
by an amount in excess of the premium paid. It would realize a loss if the price of the security declined or remained the same or did not increase
during the period by more than the amount of the premium. In purchasing a put option, the Fund would be in a position to realize a gain if,
during the option period, the price of the security declined by an amount in excess of the premium paid. It would realize a loss if the price of the
security increased or remained the same or did not decrease during that period by more than the amount of the premium. If a put or call option
purchased by the Fund were permitted to expire without being sold or exercised, its premium would be lost by the Fund.

If a put option written by the Fund were exercised, the Fund would be obligated to purchase the underlying security at the exercise price. If a
call option written by the Fund were exercised, the Fund would be obligated to sell the underlying security at the exercise price. The risk
involved in writing a put option is that there could be a decrease in the market value of the underlying security caused by rising interest rates or
other factors. If this occurred, the option could be exercised and the underlying security would then be sold to the Fund at a higher price than its
current market value. The risk involved in writing a call option is that there could be an increase in the market value of the underlying security
caused by declining interest rates or other factors. If this occurred, the option could be exercised and the underlying security would then be sold
by the Fund at a lower price than its current market value. These risks could be reduced by entering into a closing transaction. The Fund retains
the premium received from writing a put or call option whether or not the option is exercised.
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The Funds may engage in listed options transactions on the various national securities exchanges or in the over-the-counter market.
Over-the-counter options are purchased or written by the Fund in privately negotiated transactions. Such options are illiquid, and it may not be
possible for the Fund to dispose of an option it has purchased or terminate its obligations under an option it has written at a time when the
Manager believes it would be advantageous to do so. Over-the-counter options are subject to the Funds’ illiquid investment limitation.

 Participation in the options market involves investment risks and transaction costs to which a Fund would not be subject absent the use of
this strategy. If the Manager’s predictions of movements in the direction of the securities and interest rate markets are inaccurate, the adverse
consequences to the Fund may leave the Fund in a worse position than if such strategy was not used. Risks inherent in the use of options include:
(a) dependence on the Manager’s ability to predict correctly movements in the direction of interest rates and security prices; (b) imperfect
correlation between the price of options and movements in the prices of the securities being hedged; (c) the fact that the skills needed to use
these strategies are different from those needed to select portfolio securities; (d) the possible absence of a liquid secondary market for any
particular instrument at any time; and (e) the possible need to defer closing out certain hedged positions to avoid adverse tax consequences.

 Futures Contracts and Options on Futures Contracts. The Funds may enter into contracts for the purchase or sale for future delivery of
securities or contracts based on financial indices including any index of securities in which the Fund may invest (“futures contracts”) and may
purchase and write put and call options to buy or sell futures contracts (“options on futures contracts”). Each Fund may invest up to an aggregate
of 20% of the Fund’s net assets in futures, options and swaps as long as each Fund’s investments in these securities when aggregated with other
taxable investments and any securities rated below investment grade do not exceed 20% of the Fund’s total net assets. A “sale” of a futures contract
means the acquisition of a contractual obligation to deliver the securities called for by the contract at a specified price on a specified date. The
purchaser of a futures contract on an index agrees to take or make delivery of an amount of cash equal to the difference between a specified
dollar multiple of the value of the index on the expiration date of the contract (“current contract value”) and the price at which the contract was
originally struck. Options on futures contracts to be written or purchased by a Fund will be traded on or subject to the rules of the particular
futures exchange designated by the Commodity Futures Trading Commission (“CFTC”). The successful use of such instruments draws upon the
Manager’s experience with respect to such instruments and usually depends upon the Manager’s ability to forecast interest rate movements
correctly. Should interest rates move in an unexpected manner, the Fund may not achieve the anticipated benefits of futures contracts or options
on futures contracts or may realize losses and would thus be in a worse position than if such strategies had not been used. In addition, the
correlation between movements in the price of futures contracts or options on futures contracts and movements in the prices of the securities
hedged or used for cover will not be perfect.

 A Fund’s use of financial futures and options thereon will in all cases be consistent with applicable regulatory requirements. To the extent
required to comply with applicable SEC releases and staff positions, when purchasing a futures contract or writing a put option, the Fund will
maintain in a segregated account cash or liquid securities equal to the value of such contracts, less any margin on deposit.

 Each Fund has filed with the National Futures Association a notice claiming an exclusion from the definition of the term “commodity pool
operator” (“CPO”) under the Commodity Exchange Act, as amended, and the rules of the Commodity Futures Trading Commission promulgated
thereunder, with respect to each Fund’s operation. Accordingly, each Fund is not subject to registration or regulation as a CPO.
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Private Purpose Bonds

The Code limits the amount of new “private purpose” bonds that each state can issue and subjects interest income from these bonds to the
federal alternative minimum tax. “Private purpose” bonds are issues whose proceeds are used to finance certain non-government activities, and
could include some types of industrial revenue bonds such as privately-owned sports and convention facilities. The tax-exempt status of certain
bonds also depends on the issuer’s compliance with specific requirements after the bonds are issued.

 If a Fund invests in newly-issued private purpose bonds, a portion of that Fund’s distributions would be subject to the federal alternative
minimum tax. The Funds may invest up to 20% of their assets in bonds the income from which is subject to the federal alternative minimum tax.

Repurchase Agreements

 Repurchase agreements are instruments under which securities are purchased from a bank or securities dealer with an agreement by the seller
to repurchase the securities. Under a repurchase agreement, the purchaser acquires ownership of the security but the seller agrees, at the time of
sale, to repurchase it at a mutually agreed-upon time and price. A Fund will take custody of the collateral under repurchase agreements.
Repurchase agreements may be construed to be collateralized loans by the purchaser to the seller secured by the securities transferred. The resale
price is in excess of the purchase price and reflects an agreed-upon market rate unrelated to the coupon rate or maturity of the purchased
security. Such transactions afford an opportunity for a Fund to invest temporarily available cash on a short-term basis. Generally, repurchase
agreements are of short duration, often less than one week, but on occasion for longer periods. A Fund’s risk is limited to the seller’s ability to buy
the security back at the agreed-upon sum at the agreed-upon time, since the repurchase agreement is secured by the underlying obligation.
Should an issuer of a repurchase agreement fail to repurchase the underlying security, the loss to a Fund, if any, would be the difference between
the repurchase price and the market value of the security. In addition, should such an issuer default, the Manager believes that, barring
extraordinary circumstances, the Fund will be entitled to sell the underlying securities or otherwise receive adequate protection for its interest in
such securities, although there could be a delay in recovery. A Fund considers the creditworthiness of the bank or dealer from whom it purchases
repurchase agreements. A Fund will monitor such transactions to assure that the value of the underlying securities subject to repurchase
agreements is at least equal to the repurchase price. The underlying securities will be limited to those described above.

 A Fund will limit its investments in repurchase agreements to those which the Manager determines to present minimal credit risks and which
are of high quality. In addition, a Fund must have collateral of at least 102% of the repurchase price, including the portion representing a Fund’s
yield under such agreements which is monitored on a daily basis. Such collateral is held by a Fund’s custodian in book entry form. Such
agreements may be considered loans under the 1940 Act, but a Fund considers repurchase agreements contracts for the purchase and sale of
securities, and it seeks to perfect a security interest in the collateral securities so that it has the right to keep and dispose of the underlying
collateral in the event of default.

 The funds in the Delaware Investments family (each a Delaware Investments® Fund” and collectively, the “Delaware Investments® Funds”)
have obtained an exemption from the joint transaction prohibitions of Section 17(d) of the 1940 Act to allow certain funds jointly to invest cash
balances. The Funds may invest cash balances in a joint repurchase agreement in accordance with the terms of the Order and subject generally to
the conditions described above.

Reverse Repurchase Agreements

 Reverse repurchase agreements are ordinary repurchase agreements in which the Fund is the seller of, rather than the investor in, securities
and agrees to repurchase them at an agreed upon time and price. Use of a reverse repurchase agreement may be preferable to a regular sale and
later repurchase of the securities because it avoids certain market risks and transaction costs. Because certain of the incidents of ownership of the
security are retained by the Fund, reverse repurchase agreements are considered a form of borrowing by the Fund from the buyer, collateralized
by the security. At the time the Fund enters into a reverse repurchase agreement, cash or liquid securities having a value sufficient to make
payments for the securities to be repurchased will be segregated, and will be marked to market daily and maintained throughout the period of the
obligation. Reverse repurchase agreements may be used as a means of borrowing for investment purposes subject to the 10% limitation set forth
above. This speculative technique is referred to as leveraging. Leveraging may exaggerate the effect on NAV of any increase or decrease in the
market value of the Fund’s portfolio. Money borrowed for leveraging will be subject to interest costs which may or may not be recovered by
income from or appreciation of the securities purchased. Because the Fund does not currently intend to utilize reverse repurchase agreements in
excess of 10% of total assets, the Fund believes the risks of leveraging due to use of reverse repurchase agreements to principal are reduced. The
Manager believes that the limited use of leverage may facilitate the Fund’s ability to provide high current income.
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Taxable Obligations

The Funds may invest to a limited extent in obligations and instruments the interest on which is includable in gross income for purposes of
federal and state income (or property) taxation. The Funds also may invest in certificates of deposit, bankers’ acceptances and other time
deposits. Certificates of deposit are certificates representing the obligation of a bank to repay the funds deposited (plus interest thereon) at a time
certain after the deposit. Bankers’ acceptances are credit instruments evidencing the obligation of a bank to pay a draft drawn on it by a customer.
Time deposits are non negotiable deposits maintained in a banking institution for a specified period of time at a stated interest rate.

U.S. Government Obligations

 The Funds may invest in securities issued or guaranteed by the U. S. government or its agencies or instrumentalities. These securities include
a variety of Treasury securities, which differ in their interest rates, maturities and times of issuance. Treasury Bills generally have maturities of
one year or less; Treasury Notes generally have maturities of 1 to 10 years; and Treasury Bonds generally have maturities of greater than ten
years. Some obligations issued or guaranteed by U.S. government agencies and instrumentalities, such as Government National Mortgage
Association pass through certificates, are supported by the full faith and credit of the U.S. Treasury; other obligations, such as those of the
Federal Home Loan Banks, are secured by the right of the issuer to borrow from the Treasury; other obligations, such as those issued by Fannie
Mae, are supported by the discretionary authority of the U.S. government to purchase certain obligations of the agency or instrumentality; and
other obligations, such as those issued by the Student Loan Marketing Association, are supported only by the credit of the instrumentality itself.
Although the U.S. government provides financial support to such U.S. government sponsored agencies or instrumentalities, no assurance can be
given that it will always do so, since it is not so obligated by law. The Funds will invest in such securities only when the Manager is satisfied
that the credit risk with respect to the issuer is minimal.

Zero Coupon Bonds and Pay-in-Kind Bonds

 The Funds may invest in zero-coupon and payment-in-kind municipal obligations. Zero-coupon securities are debt obligations that do not
entitle the holder to any periodic payment of interest prior to maturity or a specified date when the securities begin paying current interest. They
are issued and traded at discount from their face amounts or par value, which discount varies depending on the time remaining until cash
payments begin, prevailing interest rates, liquidity of the security and the perceived credit quality of the issuer. The market prices of zero coupon
securities are generally more volatile than the market prices of securities that pay interest periodically and are likely to respond to changes in
interest rates to a greater degree than do non-zero coupon securities having similar maturities and credit quality. Current federal income tax law
requires that a holder of a taxable zero coupon security report as income each year the portion of the original issue discount of such security that
accrues that year, even though the holder receives no cash payments of interest during the year. Each Fund has qualified as a regulated
investment company under the Code. Accordingly, during periods when a Fund receives no interest payments on its zero coupon securities, it
will be required, in order to maintain its desired tax treatment, to distribute cash approximating the income attributable to such securities. Such
distribution may require the sale of portfolio securities to meet the distribution requirements and such sales may be subject to the risk factor
discussed above. Payment-in-kind securities are securities that pay interest through the issuance of additional securities. Such securities
generally are more volatile in response to changes in interest rates and are more speculative investments than are securities that pay interest
periodically in cash.
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Insured Securities

Financial health of municipal bond insurance companies. About one half of the $2.77 trillion in outstanding U.S. municipal bonds are
“wrapped” with a municipal bond insurance policy from one of several “monoline” financial guarantors. The municipal financial guaranty business
began in 1971 when Ambac Indemnity Corporation (“Ambac”) began underwriting bond insurance policies for municipalities. MBIA Insurance
Corp. (“MBIA”) began underwriting bond insurance policies in 1973. The insurance policies of Ambac and MBIA received the highest quality
insurer financial strength ratings of AAA from Moody’s, S&P, and Fitch, Inc.(“Fitch”). Over time a total of five other monoline firms - Assured
Guaranty Corp. (“Assured Guaranty”), CIFG Assurance North America (“CIFG”), Financial Guaranty Insurance Co. (“FGIC”), Financial Security
Assurance, Inc. (“FSA”), and XL Capital Assurance, Inc. (“XLCA”) - entered the financial guaranty business, offering insurance policies that were
rated AAA by all three rating agencies. Berkshire Hathaway Assurance Corporation (“BHAC”), a subsidiary of Berkshire Hathaway, Inc., began
offering municipal bond insurance policies in 2008. S&P assigned a AAA insurer financial strength rating to BHAC on April 14, 2008 while
Moody’s rated the insurer financial strength rating of BHAC at Aaa on April 25, 2008. Two specialty “second tier” monolines, Radian Asset
Assurance, Inc. (“Radian”) and ACA Financial Guaranty Corp. (“ACA”), offer insurance policies with insurer financial strength and claims paying
resources that initially were rated at less than AAA.

 Over the past several years, several financial guarantors expanded their business lines to include the writing of insurance policies and credit
default swap contracts for structured finance, which includes residential mortgage backed securities (“RMBS”) and collateralized debt obligations
(“CDOs”) that contain both sub-prime and prime mortgages and home equity lines of credit (“HELOCs”). The structured finance portion of the
financial guarantors accounted for about one third of the $2.5 trillion in insured par values.

 The national housing slowdown and the widespread decline of home prices that began in 2006 triggered a significant increase in mortgage
delinquencies and foreclosures, especially in the sub-prime mortgage sector. The rate of delinquencies and foreclosures greatly exceeded
historical averages, especially for sub-prime mortgages and HELOCs that were underwritten in 2006 and 2007 as underwriting standards
declined. During the summer and fall of 2007, all but two of the seven “first tier” or AAA-rated financial guarantors began to report sharp
increases in their mark-to-market losses associated with the credit default swap contracts for insured RMBS and CDO exposure. The monoline
insurers also began to set aside case loss reserves for future expected monetary losses associated with the payment of future claims in their
structured finance portfolios. With the rise in delinquencies and weaker performance in mortgage pools, and CDOs with sub-prime exposure, the
three rating agencies developed updates of their capital adequacy models for the financial guarantors. Extensive revisions to the capital models
were completed in the second half of 2007. The revised capital models projected that future cumulative losses from sub-prime mortgages,
HELOCs, and CDOs with sub-prime exposure would eat into the excess capital reserves that are necessary for the monoline insurers to maintain
their AAA insurer financial strength rating. All three rating agencies disclosed that several of the monoline insurers would experience capital
shortfalls that would require new capital infusions and risk reduction measures or else the insurer financial strength rating for the monoline
insurers would be downgraded to below AAA.

 In response to the higher loss expectations in structured finance, several of the monoline insurers including Ambac, MBIA, Assured
Guaranty, and CIFG announced or completed plans to raise additional capital and claims paying resources. Starting in January 2008, the three
rating agencies began to take negative actions against a number of the municipal bond insurers. These actions included actual rating downgrades,
assigning negative outlooks, and/or placing the insurer financial strength rating on credit watch for possible downgrade. Through early April
2008, five of the seven first-tier monoline insurers had been downgraded by one or more of the rating agencies. By June 19, 2008, MBIA and
Ambac, the two largest municipal bond insurers, were no longer rated triple-A by any of the three rating agencies.
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During 2008, the rating agencies continued to revise their capital adequacy models to incorporate higher loss assumptions in the insured
structured finance portfolios of RMBS and CDOs with mortgage backed securities exposure. These more severe stress case loss scenarios
resulted in additional downgrades for the monoline firms with three bond insurers, CIFG, FGIC, and Syncora (formerly XLCA) receiving
downgrades on their insurer financial strength ratings to below investment grade. In July 2008, Moody’s placed the Aaa ratings of Assured
Guaranty and FSA under review for possible downgrade due to stress case losses in their respective insured mortgage backed securities
portfolios. In early October 2008, the AAA ratings of FSA were placed on CreditWatch Negative by S&P and on Rating Watch Negative by
Fitch due to the risk of additional expected losses in its insured structured finance portfolio.

 On November 21, 2008, Moody’s downgraded to Aa2 from Aaa the insurer financial strength rating of Assured Guaranty and assigned a
stable outlook. Also on November 21, 2008, Moody’s downgraded the insurer financial strength rating of FSA to Aa3 from Aaa with a
developing outlook. On November 14, 2008 Assured Guaranty announced an agreement to acquire FSA.

 During 2008, the par amount of long-term municipal bonds sold with a bond insurance policy was $72.181 billion or 18.53% of total
municipal issuance.

 In mid February 2009, MBIA announced a restructuring of the firm (the “Transformation”) with the creation of a new US public finance bond
insurance company, MBIA Insurance Corporation of Illinois, which will take on 100% of the $537 billion public finance portfolio of MBIA
Corp., including the $184 billion reinsurance transaction with FGIC. The structured finance portfolio will remain with MBIA Insurance Corp.
The new public finance monoline was renamed National Public Finance Guarantee Corporation (“National”) The new “municipal only” bond insurer
was initially rated Baa1 by Moody’s and AA- by S&P in February 2009. S&P further downgraded National to A on June 9, 2009. Shortly after
the transaction was approved by the New York State Insurance Commissioner, certain policyholders in the structured finance portfolio filed a
class action lawsuit against MBIA Inc. and related parties alleging that the transaction is a fraudulent conveyance in breach of contract of their
financial guaranty policyholders.

 On March 16, 2009, shareholders of Assured Guaranty approved the acquisition of Financial Security Assurance Holding, Ltd (“FSA”). The
purchase of FSA by Assured Guaranty has been approved by the New York State Insurance Department and the Oklahoma Insurance
Department. The principal remaining conditions for Assured Guaranty’s acquisition of FSA are: (1) finalization of arrangements under which
Dexia SA retains the responsibility for FSA’s Financial Products business and (2) confirmation by Moody’s, S&P, and Fitch that the acquisition
of FSA would not have a negative impact on Assured Guaranty’s or FSA’s insurer financial strength ratings.

 On March 25, 2009, S&P revised the outlook of the AAA rating on Berkshire Hathaway Assurance Corporation to negative. The S&P rating
action means that there are now no AAA rated monoline insurers that have retained “AAA/Stable” outlooks from all of the rating agencies.

 On April 8, 2009, Moody’s downgraded Berkshire Hathaway Assurance Corporation to Aa1 from AAA and assigned a stable outlook.

 On April 20, 2009, S&P affirmed the AAA insurer financial strength rating of FSA, but revised the outlook to negative.

 On May 4, 2009, Fitch downgraded the insurer financial strength rating of Assured Guaranty to AA from AAA and placed the rating on
Rating Watch Evolving.

 On May 11, 2009, Fitch downgraded the insurer financial strength rating of FSA to AA+ from AAA.

 On May 13, 2009 a second lawsuit was filed against MBIA Inc., MBIA Insurance Corporation, and MBIA Insurance Corporation of Illinois
alleging fraudulent conveyance in the financial restructuring announced by MBIA as it launched a separate municipal-only municipal bond
insurance subsidiary, National Public Finance Guarantee Corporation. The plaintiffs include a consortium of domestics and international banks,
including J.P. Morgan Chase, Wachovia, Morgan Stanley Capital Services, Citibank, the Royal Bank of Scotland, Barclays Banks PLC, HSBC
Bank USA, UBS AG, and Societe General, among others.
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On May 20, 2009 Moody’s placed its Aa2 rating on Assured Guaranty under review for possible downgrade.

 On June 10, 2009, Assured Guaranty, Ltd. and Dexia announced that the closing conditions have been met for the acquisition of Financial
Assurance Holdings, Ltd. by Assured Guaranty. Assured and Dexia announced that they expect to close the transaction on July 1, 2009.
(Sources: various reports and press releases by Moody’s, S&P, and Fitch and press releases by Assured Guaranty and MBIA.)

 On October 12, 2009, Fitch downgraded the insurer financial strength rating of Assured Guaranty to AA- from AA. Fitch also downgraded
FSA to AA from AA+.

 On November 2, 2009, Financial Security Assurance, Inc. (FSA) changed it name to Assured Guaranty Municipal Corporation (“AGMC”).

 On November 12, 2009, Moody’s downgraded the insurer financial strength rating of Assured Guaranty to Aa3 from Aa2 and kept the rating
under review for downgrade. Moody’s confirmed the insurer financial strength rating of Assured Guaranty Municipal Corporation at Aa3 with a
negative outlook.

 During 2009, the par amount of long-term municipal bonds sold with a bond insurance policy was $35.432 billion or 8.64% of total
municipal issuance.

 On February 4, 2010, S&P downgraded the insurer financial strength rating of BHAC to AA+ from AAA, with a stable outlook.

 On February 10, 2010, Fitch withdrew its ratings on Assured Guaranty Corporation and Assured Guaranty Municipal Corporation.

 On March 25, 2010, S&P revised its insurer financial strength ratings on Ambac Assurance Corporation to “R” from “CC”. The rating agency
made the change following a directive by the Office of the Commissioner of Insurance of the State of Wisconsin (“OCI”) to Ambac to establish a
segregated account for certain of Ambac Assurance Corporation’s liabilities, primarily insurance policies related to credit derivatives, residential
mortgage-backed securities, (“RMBS”) and other structured finance transactions. In conjunction with the establishment of the segregated account,
the OCI has commenced rehabilitation proceedings with respect to the liabilities contained in the segregated account in order to facilitate an
orderly run-off and/or settlement of those specific liabilities.

 On October 25, 2010, S&P lowered its counterparty and financial strength ratings on Assured Guaranty Corp. and Assured Guaranty
Municipal Corp. to AA+ from AAA. The outlook on both companies is stable.

 On November 8, 2010, Ambac Financial Group (“AFG”), the parent of Ambac Assurance Corporation, filed a voluntary petition for relief
under Chapter 11 of the United States Bankruptcy Code. As a result of the bankruptcy filing of AFG, S&P withdrew its ratings on Ambac
Assurance Corporation and related entities on November 30, 2010. Moody’s confirmed its Caa2 rating on Ambac Assurance Corporation on
November 23, 2010.

 On December 10, 2010, S&P lowered its counterparty, financial strength, and financial enhancement ratings on National Public Finance
Guarantee Corp. to BBB from A, with a developing outlook.

 For the first 11 months of 2010, total long-term sales of municipal bonds were $385.801 billion. The total amount of municipal bonds sold as
insured was $24.855 billion or 6.44% of total issuance.

 Funds’ investment in insured bonds.The Manager anticipates that substantially all of the insured municipal obligations in the Funds’
investment portfolios will be covered by either primary insurance or secondary market insurance. Primary insurance is a municipal bond
insurance policy that is attached to a municipal bond at the time the bond is first sold in the primary market (“Primary Insurance”). Secondary
market insurance is a municipal bond insurance policy that is underwritten for a bond that has been previously issued and sold (“Secondary
Market Insurance”). Both Primary Insurance and Secondary Market Insurance are non-cancelable and continue in force so long as the insured
security is outstanding and the respective insurer remains in business. Premiums for Secondary Market Insurance, if any, would be paid from a
Fund’s assets and would reduce the current yield on its investment portfolio by the amount of such premiums.
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Insurer financial strength ratings are provided by Moody’s, S&P, and Fitch. A Moody’s insurance insurer financial strength rating is an
opinion of the ability of an insurance company to repay punctually senior policyholder obligations and claims. An insurer with an insurer
financial strength rating of Aaa is adjudged by Moody’s to be of the best quality. In the opinion of Moody’s, the policy obligations of an insurance
company with an insurer financial strength ratio of Aaa carry the smallest degree of credit risk and, while the financial strength of these
companies is likely to change, such changes as can be visualized are most unlikely to impair the company’s fundamentally strong position. An
S&P insurer financial strength, financial enhancement rating is an assessment of an operating insurance company’s financial capacity to meet
obligations under an insurance policy in accordance with its terms. An insurer with an insurer financial strength, financial enhancement rating of
AAA has the highest rating assigned by S&P. The capacity of an insurer so rated to honor insurance contracts is adjudged by S&P to be
extremely strong and highly likely to remain so over a long period of time. A Fitch Insurer Financial Strength (“IFS”) rating provides an
assessment of the financial strength of an insurance company and its capacity to meet senior obligations to policyholders and contract holders on
a timely basis. Insurers that are assigned a AAA IFS rating by Fitch are viewed as possessing exceptionally strong capacity to meet policyholder
and contract obligations. For such companies, risk factors are minimal and the impact of any adverse business and economic factors are expected
to be extremely small.

 An insurer financial strength rating by Moody’s, S&P, or Fitch does not constitute an opinion on any specific insurance contract in that such
an opinion can only be rendered upon the review of the specific insurance contract. Furthermore, an insurer financial strength rating does not
take into account deductibles, surrender or cancellation penalties or the timeliness of payment; nor does it address the ability of a company to
meet non-policy obligations (i.e., debt contracts).

 The assignment of ratings by Moody’s, S&P, or Fitch to debt issues that are fully or partially supported by insurance policies, contracts or
guarantees is a separate process from the determination of insurance financial strength ratings. The likelihood of a timely flow of funds from the
insurer to the trustee for the bondholders is a likely element in the rating determination for such debt issues.

 Assured Guaranty has insurance financial strength ratings of Aa3 from Moody’s and AA+ from S&P. Assured Guaranty Municipal
Corporation has insurance financial strength ratings of Aa3 from Moody’s and AA+ from S&P. BHAC is rated Aa1 by Moody’s and AA+ by
S&P. These insurer financial strength ratings are as of December 28, 2010. The insurer financial strength ratings of ratings of Ambac, CIFG,
FGIC, MBIA, and Syncora have fallen below AAA by each of the rating agencies that continue to rate these monolines. Insurer financial
strength ratings for the municipal bond insurers may continue to change.

 None of Assured Guaranty, Assured Guaranty Municipal Corporation, BHAC, or any affiliate thereof, has any material business relationship,
direct or indirect, with the Funds.

Arizona Obligations

 Economic condition and outlook. Arizona’s economy, along with the rest of the nation, continued to contract in fiscal year 2009, as problems
in the financial and housing markets continued, along with continued decline in labor markets. The Arizona Department of Commerce, Research
Administration (“RA”) forecasts that the current set of problems inhibiting growth in the economy is expected to continue through 2011. These
problems include high levels of unemployment, large debt loads, reduced income and wealth, weak housing and commercial real estate markets,
rising health care costs and budget deficits in State and local governments. The November 2010 seasonally adjusted unemployment rate for
Arizona was 9.4% (compared with 9.8% for the United States). The November 2010 rates for the Phoenix and Tucson metropolitan statistical
areas were 8.9% and 8.8%, respectively.

16

Edgar Filing: Delaware Investments National Municipal Income Fund - Form 497

87



Total non-farm employment is forecast to decline 1.1% in 2010 and 0.7% in 2011. The RA’s October 2010 forecast calls for gains in five
sectors and losses in six sectors over the two year forecast period (2009 to 2011). The major sectors in the Arizona economy where job gains are
forecast include: educational and health services; professional and business services; trade, transportation and utilities; leisure and hospitality;
and natural resources and mining. Sectors with projected job losses during the same period include: government; construction; financial
activities; information; manufacturing; and other services.

 Government is the sector with the largest forecast job losses at 15,400, or 3.6%, during the 2009 to 2011 forecast period. RA expects
manufacturing will shed 2,600 jobs during the forecast period for a decrease of 3.0% in 2010 and an increase of 1.3% in 2011. RA’s forecast calls
for a decrease of approximately 13,100 or 10.2% of construction jobs during 2010 during the forecast period due to the continuing problems in
housing and commercial real estate markets. Indicators of problems in these real estate markets include high rates of mortgage foreclosures and
delinquency, low home prices, large amounts of unsold home inventories, abandoned commercial projects, bank failures, high vacancy rates for
commercial properties, declining commercial property rents, low volume of home sales and low levels of new construction permits. Job losses in
the financial activities industry are forecast to total more than 8,000, or 4.8%, from 2009 to 2011 due to constrained spending, increased savings
and debt reduction by consumers and businesses in a weak economy.

 RA’s forecast calls for an increase of 5,800, or 1.2%, trade, transportation, and utilities jobs from 2009 to 2011. Education and health
services, the sector with the largest projected job gains, is forecast to add 14,500 or 4.4%, jobs during the same period.

 General Fund. The General Fund (the chief operating fund of the State) ended the June 30, 2009 fiscal year with a deficit of $1.4 billion in
unreserved fund balance and a $423.1 million reserved fund balance for a total fund balance deficit of $978.3 million. This compares to the
previous year’s total fund balance of $361.6 million. Included in the $423.1 million reserved fund balance is $2.8 million for the Budget
Stabilization Fund. The Budget Stabilization Fund is a form of “Rainy Day Fund” established by the Legislature in 1991.

 Debt administration. Although the State issues no general obligation debt instruments, S&P has assigned the State an issuer rating of AA- (
with a negative outlook) (rating confirmed as of December 20, 2010). The Arizona Constitution provides that the State may contract debts not to
exceed $350,000. This provision has been interpreted to restrict the State from pledging its credit as a sole payment for debts incurred for the
operation of State government. As a result, the State pledges either dedicated revenue streams or the constructed building or equipment acquired
as security of long-term debt instruments. The State’s total long-term primary government debt increased 21% during the 2009 fiscal year to $8.1
billion. Changes during the year included the addition of revenue bonds, grant anticipation notes and certificates of participation of $1.0 billion,
$55.42 million and $580.23 million, respectively. Also, the State retired $176.97 million of revenue bonds, $24.05 million of grant anticipation
notes, and $97.02 million of certificates of participation.

 The particular source of payment and security for each of the Arizona municipal bonds is detailed in the debt instruments themselves and in
related offering materials. There can be no assurances as to whether the market value or marketability of any of the Arizona municipal bonds
issued by an entity other than the State of Arizona will be affected by financial or other conditions of the State or of any entity located within the
State. In addition, the State of Arizona, as well as counties, municipalities, political subdivisions and other public authorities of the State are
subject to limitations imposed by Arizona’s Constitution with respect to ad valorem taxation, bonded indebtedness and other matters. For
example, budgeted expenditures are prohibited from exceeding 7.41% of the total personal income of the State in any fiscal year as estimated by
the Economic Estimates Commission. These limitations may affect the ability of the issuers to generate revenues to satisfy their debt obligations.

 Legal proceedings. At any given time there may be numerous civil actions pending against the State of Arizona which could, if determined
adversely to the State, affect the State’s expenditures and, in some cases, its revenues.
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Other considerations. The Tax-Free Arizona Fund is susceptible to political, economic or regulatory factors affecting issuers of Arizona
municipal obligations. These include the possible adverse effects of certain Arizona constitutional amendments, legislative measures, voter
initiatives and other matters. The information provided i
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