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INFORMATION ABOUT YOUR PROXY STATEMENT

Although we recommend that you read the complete Joint Proxy Statement, for your convenience, we have provided a
brief overview of the issues to be voted on.

Q. Why am I receiving this Joint Proxy Statement?

A. You are being asked to vote on a number of important matters:

®

(i)

(ii1)

(iv)

Approval of Modification to each Trust s Current 80% Investment Policy. Each Trust is currently required
to invest at least 80% of its net assets in municipal obligations covered by insurance guaranteeing the

timely payment of principal and interest thereon issued by insurers rated Aaa by Moody s Investors Service,
Inc.or AAA by Standard & Poor s at the time of purchase or which are covered by a master municipal
insurance policy purchased by the Trust. Shareholders of each Trust are being asked to approve a

modification to this policy. The proposed modification, as described in the enclosed proxy statement, is
designed to provide each Trust s Investment Adviser with important flexibility to respond to ongoing
developments in the insured municipal bond market.

Approval of Modifications to each Trust s Investment Policies for the Trust s Net Assets Invested Outside its
80% Investment Policy. Each Trust s Shareholders are being asked to approve modifications relating to the

Trust s investment policies for the Trust s net assets invested outside the Trust s 80% investment policy.
These modifications are designed to give each Trust s Investment Adviser increased flexibility to invest in a
broader range of investment grade municipal obligations, which may enable it to increase the yield of the
Trust s shares without unduly increasing risks and will facilitate the ability of the Investment Adviser to
respond promptly to changing market conditions.

Elimination of Certain Fundamental Investment Policies and Restrictions. Each Trust s Shareholders are
being asked to approve the elimination of certain fundamental investment policies and restrictions that are
no longer required by current applicable law. These changes are designed to give the Trusts greater
flexibility to respond to regulatory and other developments.

Modification of Certain Fundamental Investment Policies and Restrictions. Each Trust s Shareholders are
being asked to approve the modification of certain fundamental investment policies and restrictions which,
based on current applicable law, are unduly restrictive for the Trusts. These changes are designed to
enhance the Investment Adviser s ability to manage the Trusts portfolios in a changing regulatory or
investment environment.

Your Trust s Board of Trustees unanimously recommends that you vote FOR each proposal.

Your vote is very important. We encourage you as a Shareholder to participate in your Trust s governance
by returning your vote as soon as possible. If enough Shareholders do not cast their votes, your Trust may
not be able to hold its meeting or obtain the requisite vote on each issue, and will be required to incur
additional solicitation costs in order to obtain sufficient Shareholder participation.

Q. Why are Shareholders of each Trust being asked to approve the modifications and eliminations to the
Trust s fundamental investment policies?
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As a result of conditions facing the municipal bond insurance market, shareholders are being asked to approve
modifications and eliminations of certain fundamental investment policies that are restricting, or
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may be expected in the future to restrict, each Trust s ability to effectively maintain its existing focus on insured
bonds. The proposals, as described in the enclosed proxy statement, are designed to expand the investment
universe in which the Trust can invest thereby providing each Trust s Investment Adviser with important
flexibility to respond to ongoing developments in the insured municipal bond market.

What happens if shareholders don t approve the modifications and eliminations to the fundamental
investment policies?

If shareholders do not approve the modifications and eliminations to the fundamental investment policies, then
the Board will take such action as it deems to be in the best interest of each Trust. Your Trust s Board urges you to
vote without delay in order to avoid potential disruption to the Trust s operations.

Who do I call if I have questions?

If you need any assistance, or have any questions regarding the proposals or how to vote your shares, please call
Computershare Fund Services, Inc., your Trust proxy solicitor, at 1-866-865-5978. Please have your proxy
material available when you call.

How do I vote my Shares?

You can vote your shares by completing and signing the enclosed proxy card, and mailing it in the enclosed
postage-paid envelope. Alternatively, you may vote by telephone by calling the toll-free number on the proxy
card or by computer by going to the Internet address provided on the proxy card and following the instructions,
using your proxy card as a guide.

Will anyone contact me?

You may receive a call from Computershare Fund Services, Inc., the proxy solicitor hired by your Trust, to verify
that you received your proxy materials, to answer any questions you may have about the proposals and to
encourage you to vote your proxy.

We recognize the inconvenience of the proxy solicitation process and would not impose on you if we did not
believe that the matters being proposed were important and in the best interests of the Trusts Shareholders. Once
your vote has been registered with the proxy solicitor, your name will be removed from the solicitor s follow-up
contact list.
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NOTICE OF SPECIAL MEETINGS OF SHAREHOLDERS
TO BE HELD NOVEMBER [14], 2008

Special Meetings of Shareholders ( Meeting(s) ) of Morgan Stanley California Insured Municipal Income Trust,
Morgan Stanley Insured California Municipal Securities, Morgan Stanley Insured Municipal Bond Trust, Morgan
Stanley Insured Municipal Income Trust, Morgan Stanley Insured Municipal Securities and Morgan Stanley Insured
Municipal Trust (individually, a Trust and, collectively, the Trusts ), unincorporated business trusts organized under
the laws of the Commonwealth of Massachusetts, will be held jointly in Conference Room 3R, 522 Fifth Avenue,

New York, New York 10036, on November [14], 2008 at 8:30 a.m., New York City time, for the following purposes:

1. To approve or disapprove a modification to each Trust s investment policies to enable the Trust, under normal

market conditions, to invest at least 80% of its net assets in Municipal Obligations (as defined herein) which are

covered by insurance guaranteeing the timely payment of principal and interest thereon and that are rated at least A by
a nationally recognized statistical rating organization ( NRSRO ) or are unrated but judged to be of similar credit
quality by Morgan Stanley Investment Advisors Inc., the Trust s Investment Adviser, or covered by insurance issued

by insurers whose claims-paying ability is rated at least A by a NRSRO. The foregoing ratings apply at the time of
purchase.

2. To approve or disapprove a modification to each Trust s investment policies relating to the portion of the Trust s net
assets not invested in accordance with the Trust s 80% investment policy.

3. To approve or disapprove the elimination of certain fundamental investment policies and restrictions of each Trust.

4. To approve or disapprove the modification of certain fundamental investment policies and restrictions of each
Trust.

5. To transact such other business as may properly come before the Meetings or any adjournments thereof.

Shareholders of record of each Trust as of the close of business on September 12, 2008 are entitled to notice of and to
vote at the Meeting. If you cannot be present in person, the Investment Adviser would greatly appreciate your filling
in, signing and returning the enclosed proxy promptly in the envelope provided for that purpose. Alternatively, if you
are eligible to vote telephonically by touchtone telephone or electronically on the Internet (as discussed in the
enclosed Joint Proxy Statement) you may do so in lieu of attending the Meeting in person.

In the event that holders of a majority of each Trust s shares (as defined herein) issued and outstanding and entitled to
vote (a Quorum ) are not present at the Meeting of any Trust in person or by proxy, or the vote required to approve or
reject any Proposal is not obtained at the Meeting of any Trust, the persons named as proxies may propose one or

more adjournments of the Meeting to permit further solicitation of proxies. Any such adjournment will require the
affirmative vote of the holders of a majority of the applicable Trust s Shares present in person or by proxy at the
Meeting. The persons named as proxies will vote in favor of such adjournment those proxies which have been
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received by the date of the Meetings.

Mary E. Mullin
Secretary

[October 1], 2008
New York, New York

IMPORTANT

You can help avoid the necessity and expense of sending follow-up letters to ensure a Quorum by promptly
returning the enclosed Proxy. If you are unable to be present in person, please fill in, sign and return the
enclosed Proxy in order that the necessary Quorum may be represented at the Meetings. The enclosed envelope
requires no postage if mailed in the United States. Certain Shareholders will be able to vote telephonically by
touchtone telephone or electronically on the Internet by following instructions contained on their proxy cards
or on the enclosed Voting Information Card.
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522 Fifth Avenue, New York, New York 10036

JOINT PROXY STATEMENT

Special Meetings of Shareholders
November [14], 2008

This Joint Proxy Statement is furnished in connection with the solicitation of proxies by the Boards of Trustees (the

Board(s) ) of Morgan Stanley California Insured Municipal Income Trust ( IIC ), Morgan Stanley Insured California
Municipal Securities ( ICS ), Morgan Stanley Insured Municipal Bond Trust ( IMC ), Morgan Stanley Insured Municipal
Income Trust ( IIM ), Morgan Stanley Insured Municipal Securities ( IMS ) and Morgan Stanley Insured Municipal
Trust ( IMT ) (individually, a Trust and, collectively, the Trusts ), for use at the Special Meetings of Shareholders of the
Trusts to be held jointly on November [14], 2008 (the Meeting(s) ), and at any adjournments thereof. The first mailing
of this Joint Proxy Statement is expected to be made on or about [October 1], 2008.

If the enclosed form of proxy is properly executed and returned in time to be voted at the Meetings, the proxies named
therein will vote the shares ( Shares ) represented by the proxy in accordance with the instructions marked thereon.
Unmarked proxies submitted by shareholders of a Trust ( Shareholders ) will be voted FOR each Proposal with respect
to that Trust, set forth in the attached Notice of Special Meetings of Shareholders. A proxy may be revoked at any

time prior to its exercise by any of the following: written notice of revocation to the Secretary of the Trusts, execution
and delivery of a later dated proxy to the Secretary of the Trusts (whether by mail or, as discussed below, by

touchtone telephone or the Internet) (if returned and received in time to be voted), or attendance and voting at the
Meetings. Attendance at the Meetings will not in and of itself revoke a proxy.

Shareholders of record of each Trust as of the close of business on September 12, 2008, the record date for the
determination of Shareholders entitled to notice of and to vote at the Meetings (the Record Date ), are entitled to one

vote for each Share held and a fractional vote for a fractional Share.

2
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The table below sets forth the total number of Common Shares and Preferred Shares outstanding for each Trust as of
the Record Date:

Number of Common Number of Preferred

Shares Outstanding Shares Outstanding

as as
of September 12, of September 12,

Name of Trust 2008 (Record Date) 2008 (Record Date)
ICS 3,427,552 N/A
IIC 10,660,578 58,400,000
M 20,694,674 108,850,000
IMC 3,942,543 23,250,000
IMS 6,591,385 N/A
IMT 17,484,370 93,900,000

The cost of soliciting proxies for the Meeting of each Trust, consisting principally of printing and mailing expenses,

will be borne by each respective Trust. The solicitation of proxies will be by mail, telephone or otherwise through

Trustees, officers of the Trusts or officers and employees of Morgan Stanley Investment Advisors Inc. ( Morgan

Stanley Investment Advisors or the Investment Adviser ), Morgan Stanley Trust, Morgan Stanley Services Company
Inc. ( Morgan Stanley Services or the Administrator ) and/or Morgan Stanley & Co. Incorporated ( Morgan Stanley &
Co. ), without special compensation therefor. In addition, each Trust may employ Computershare Fund Services, Inc.

( Computershare ) to make telephone calls to Shareholders to remind them to vote. Each Trust may also employ
Computershare as proxy solicitor if it appears that the required number of votes to achieve a Quorum will not be

received. The transfer agent services for each Trust are currently provided by Computershare Trust Company, N.A.

(the Transfer Agent ).

Shareholders will be able to vote their Shares by touchtone telephone or by Internet by following the instructions on
the proxy card or on the Voting Information Card accompanying this Joint Proxy Statement. To vote by touchtone
telephone or by Internet, Shareholders can call the toll-free number or access the website listed on the proxy card or
noted in the enclosed voting instructions. To vote by touchtone telephone or by Internet, Shareholders will need the
number that appears on the proxy card in the shaded box.

In certain instances, Computershare may call Shareholders to ask if they would be willing to have their votes recorded
by telephone. The telephone voting procedure is designed to authenticate Shareholders identities, to allow
Shareholders to authorize the voting of their Shares in accordance with their instructions and to confirm that their
instructions have been recorded properly. No recommendation will be made as to how a Shareholder should vote on
any Proposal other than to refer to the recommendations of the Board. The Trusts have been advised by counsel that
these procedures are consistent with the requirements of applicable law. Shareholders voting by telephone in this
manner will be asked for identifying information and will be given an opportunity to authorize proxies to vote their
Shares in accordance with their instructions. To ensure that Shareholders instructions have been recorded correctly,
they will receive a confirmation of their instructions in the mail. A special toll-free number set forth in the
confirmation will be available in case the information contained in the confirmation is incorrect. Although a
Shareholder s vote may be taken by telephone, each Shareholder will receive a copy of this Joint Proxy Statement and
may vote by mail using the enclosed proxy card or by touchtone telephone or the Internet as set forth above. The last
proxy vote received in time to be voted, whether by proxy card, touchtone telephone or Internet, will be the vote that
is counted and will revoke all previous votes by the Shareholder. In the event that Computershare is retained as proxy
solicitor, Computershare will be paid a project management fee as well as telephone solicitation expenses incurred for

9
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reminder calls, outbound telephone voting, confirmation of telephone votes, inbound telephone contacts, obtaining
Shareholders telephone numbers, and providing additional materials upon Shareholder request, at an estimated total
cost of $55,177, which will be borne pro rata by the Trusts.

This Joint Proxy Statement is being used in order to reduce the preparation, printing, handling and postage expenses
that would result from the use of a separate proxy statement for each Trust and, because Shareholders may own Shares
of more than one Trust, to potentially avoid burdening Shareholders with more than one proxy statement. Shares of a
Trust are entitled to one vote each at the respective Trust s Meeting. To the extent information relating to common
ownership is available to the Trusts, a Shareholder that owns record Shares in two or more of the Trusts will receive a
package containing a Joint Proxy Statement and proxy cards for the Trusts in which such Shareholder is a record
owner. If the information relating to common ownership is not available to the Trusts, a Shareholder that beneficially
owns Shares in two or more Trusts may receive two or more packages each containing a Joint Proxy Statement and a
proxy card for each Trust in which such Shareholder is a beneficial owner. If the proposed changes to the investment
policies and restrictions are approved by Shareholders of one Trust and disapproved by Shareholders of other Trusts,
the Proposals will be implemented for the Trust that approved the Proposals and will not be implemented for any
Trust that did not approve the Proposals. Thus, it is essential that Shareholders complete, date, sign and return each
enclosed proxy card or vote by telephone or Internet as indicated in each Trust s proxy card.

Only one copy of this Joint Proxy Statement will be delivered to multiple Shareholders sharing an address unless we
have received contrary instructions from one or more Shareholders. Upon written or oral request, we will deliver a
separate copy of this Joint Proxy Statement to a Shareholder at a shared address to which a single copy of this Joint
Proxy Statement was delivered. Should any Shareholder wish to receive a separate proxy statement or should
Shareholders sharing an address wish to receive a single proxy statement in the future, please contact (888) 421-4015
(toll-free).

Shareholders are being solicited and are entitled to vote on all Proposals set forth herein.

Proposal 1 To approve or disapprove a modification to each Trust s investment policies to enable the Trust, under
normal market conditions, to invest at least 80% of its net assets in Municipal Obligations which are
covered by insurance guaranteeing the timely payment of principal and interest thereon and that are
rated at least A by a NRSRO or are unrated but judged to be of similar credit quality by the Trust s
Investment Adviser, or covered by insurance issued by insurers whose claims-paying ability is rated at
least A by a NRSRO. The foregoing ratings apply at the time of purchase.

Proposal 2 To approve or disapprove a modification to each Trust s investment policies relating to the portion of
the Trust s net assets not invested in accordance with the Trust s 80% investment policy.

Proposal 3 To approve or disapprove the elimination of certain fundamental investment policies and restrictions of
each Trust.

Proposal 4 To approve or disapprove the modification of certain fundamental investment policies and restrictions
of each Trust.

The Board of each Trust unanimously recommends that you cast your vote FOR each Proposal set forth above.
Your vote is important. Please return your Proxy Card promptly no matter how many Shares you own.

4
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PROPOSAL NO. 1: APPROVAL OR DISAPPROVAL OF MODIFICATIONS
TO EACH TRUST S INVESTMENT POLICIES RESPECTING
INVESTMENTS OF AT LEAST 80% OF ITS NET ASSETS IN INSURED MUNICIPAL
OBLIGATIONS ( CURRENT 80% INVESTMENT POLICY )

Each Trust has certain investment policies as set forth in the respective Trust s original Prospectus that are fundamental
policies of the Trust. Under the Investment Company Act of 1940, as amended (the Investment Company Act ), a
fundamental policy may not be changed without the favorable vote of a majority of the outstanding voting securities

of the Trust, as defined in the Investment Company Act. Such a majority is defined as the lesser of (a) 67% or more of
the Shares present at the Meeting, if the holders of more than 50% of the outstanding Shares of the Trust are present or
represented by proxy, or (b) more than 50% of the outstanding Shares.

On|[ ], 2008, the Board of Trustees of each Trust unanimously approved a recommendation by the Investment

Adpviser that each Trust seek authorization from its Shareholders to modify its Current 80% Investment Policy, which

requires the Trust to invest at least 80% of its net assets in Municipal Obligations that are covered by insurance

guaranteeing the timely payment of principal and interest thereon issued by insurers rated Aaa by Moody s Investors
Service, Inc. ( Moody s )or AAA by Standard & Poor s, a division of The McGraw-Hill Companies, Inc. ( S&P ), at tt
time of purchase or which are covered by a master municipal insurance policy purchased by the Trust ( Insurance
Requirement ). The proposed modification to this policy, for which we seek shareholder approval, would require each

Trust to invest at least 80% of its net assets in Municipal Obligations! ( Proposed 80% Investment Policy ). Each Trust s
Proposed 80% Investment Policy would remain a fundamental policy of the Trust, which requires that any further

changes to such policy be approved by Shareholders of the Trust, as required by the Investment Company Act.

If approved by the shareholders, the Insurance Requirement would no longer be part of each Trust s Proposed 80%
Investment Policy. However, each Trust would have a non-fundamental policy, established by the Board, which
would require each Trust to invest, under normal market conditions, at least 80% of its net assets in Municipal
Obligations which are covered by insurance guaranteeing the timely payment of principal and interest thereon and that
are rated at least A by a NRSRO or are unrated but judged to be of similar credit quality by the Trust s Investment
Adpviser, or covered by insurance issued by insurers whose claims-paying ability is rated at least A by a NRSRO. The
foregoing ratings apply at the time of purchase. Because this is a non-fundamental policy, the Investment Adviser will
be able to modify such policy of each Trust, subject to the approval of the Board of Trustees, without incurring the
delay and expense associated with seeking a Shareholder vote each time a change to the policy is deemed necessary
and will facilitate the ability of the Investment Adviser to respond promptly to evolving markets and changes in
market condition.

The current rating requirements included in each Trust s Current 80% Investment Policy reflects the state of the
industry with respect to municipal bond insurers at the time of the inception of these Trusts. Recently, the financial
markets have witnessed a tremendous amount of turbulence related to issues concerning sub-prime investments,
auction rate preferred shares and collateralized debt obligations, among others. Deterioration in the credit quality of
securities backed by sub-prime residential mortgages has disrupted many markets and

I For IMC, 1IM, IMS and IMT, Municipal Obligations include municipal bonds, municipal notes and municipal
commercial paper, as well as lease obligations, including such instruments purchased on a when-issued or delayed
delivery basis, the interest on which is exempt from federal income tax. For IIC and ICS, Municipal Obligations
include municipal bonds, municipal notes and municipal commercial paper, as well as lease obligations, including
such instruments purchased on a when-issued or delayed delivery basis, the interest on which, in the opinion of bond
counsel to the issuer, is exempt from federal and California income taxes.

12
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companies, including bond insurers, which, in addition to insuring municipal bonds, have also provided guarantees on
these mortgage-related securities. As a result, the financial strength of certain municipal bond insurers has come under
greater scrutiny and certain bond insurers have had their businesses called into question, particularly with respect to
the adequacy of their capital. Those insurers that have expanded their business models into areas such as mortgage
insurance have been adversely affected, and the ratings assigned to certain municipal bond insurers either have been
downgraded or are being reviewed for possible downgrades by certain of the primary ratings agencies. This has
caused a ripple effect in the fund industry, where many insured municipal bond funds, including the Trusts, require
that such funds invest in municipal securities that are insured as to the timely payment of principal and interest by an
entity rated Aaa/AAA. Currently, only three bond insurers maintain Aaa/AAA ratings. As a result, the universe of
eligible Municipal Obligations in which the Trusts may currently invest has substantially narrowed. In response to
these market events, certain of Morgan Stanley s peer funds have revised their investment universe with respect to the
credit rating of municipal bond insurers.

In the Investment Adviser s view, because so few insurers are rated Aaa/AAA, the current Aaa/AAA rating
requirement may unduly limit its ability to diversify the Trusts investments among various municipal bond issuers and
insurers. The aforementioned non-fundamental investment policy for each Trust to invest, under normal market
conditions, at least 80% of its net assets in Municipal Obligations which are covered by insurance guaranteeing the
timely payment of principal and interest thereon and that are rated at least A or covered by insurance issued by
insurers whose claims-paying ability is rated at least A is designed to provide the Investment Adviser with important
flexibility to respond to on-going developments in the bond insurance market, while ensuring that the Trusts continue
to invest at least 80% of their net assets in insured bonds backed by insurers with solid credit ratings.

The Board of Trustees of each Trust evaluated the potential benefits associated with the modifications discussed
above and concluded that the Proposal is in the best interest of its Shareholders.

The Board of Trustees of each Trust unanimously recommends that Shareholders of each Trust approve the
proposed modifications to the Trust s Current 80% Investment Policy.

PROPOSAL NO. 2: APPROVAL OR DISAPPROVAL OF A MODIFICATION
TO EACH TRUST S INVESTMENT POLICIES RELATING TO THE PORTION OF THE
TRUST S NET ASSETS NOT INVESTED IN ACCORDANCE WITH THE TRUST S 80%
INVESTMENT POLICY

Each Trust has investment policies relating to the portion of the Trust s net assets not invested in accordance with its
80% investment policy. These investment policies, as set forth in the respective Trust s original Prospectus, are also
fundamental policies of the Trust. Under the Investment Company Act, a fundamental policy may not be changed
without the favorable vote of a majority of the outstanding voting securities of the Trust, as defined in the Investment
Company Act. Such a majority is defined as the lesser of (a) 67% or more of the shares present at the Meeting, if the
holders of more than 50% of the outstanding shares of the Trust are present or represented by proxy, or (b) more than
50% of the outstanding shares.

In this regard, each Trust currently may invest up to 20% of its net assets in escrow secured obligations, short term,
high quality securities which may be either taxable or tax-exempt, options and futures ( 20% Policy ). Additionally,
each Trust may invest any percentage of its net assets in short term, high quality securities for defensive purposes or to
keep cash on hand fully invested ( Defensive Policy ).

14
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On|[ ], 2008, the Board of Trustees of each Trust unanimously approved a recommendation by the Investment
Adpviser that each Trust seek authorization from its Shareholders to modify each Trust s investment policy to permit the
Trust to invest up to 20% of its net assets in taxable or tax-exempt fixed income securities rated at least investment
grade by a NRSRO or, if not rated, determined by the Investment Adviser to be of comparable quality, including
uninsured Municipal Obligations, obligations of the U.S. government, its respective agencies or instrumentalities, and
other fixed income obligations, and, during periods in which the Investment Adviser believes that changes in

economic, financial or political conditions make it advisable to do so, to an unlimited extent in such investments for
temporary defensive purposes. The Trust may also invest in options, futures, swaps and other derivatives.

In addition, the Board of Trustees of each Trust unanimously approved a recommendation by the Investment Adviser
that each Trust seek authorization from its Shareholders to designate each Trust s 20% investment policy as a
non-fundamental policy of the Trust. Each Trust s 20% Policy and Defensive Policy are set forth in Appendix A. This
proposed reclassification will allow the Investment Adviser to modify the 20% investment policy of each Trust,
subject to the approval of the Board of Trustees, without incurring the delay and expense associated with seeking a
Shareholder vote each time a change to the policy is deemed necessary and will facilitate the ability of the Investment
Adpviser to respond promptly to evolving markets and changes in market conditions.

The Investment Adviser believes that the proposed modification will increase its flexibility to invest in a broader
range of investment grade Municipal Obligations, which may enable it to increase the yield of the Trusts shares
without unduly increasing risks. The Board of Trustees of each Trust evaluated the potential benefits of the proposed
modification and expansion in the universe of permissible investments of the Trust and concluded that the Proposal is
in the best interest of its Shareholders.

The Board of Trustees of each Trust unanimously recommends that Shareholders of each Trust approve the
proposed modification to each Trust s investment policies, as discussed above.

OVERVIEW OF PROPOSALS 3 AND 4 RELATED TO THE
ELIMINATION OR MODIFICATION OF CERTAIN
FUNDAMENTAL INVESTMENT POLICIES AND RESTRICTIONS

The Investment Company Act requires a registered investment company, including each of the Trusts, to have certain
specific investment policies that can be changed only with Shareholder approval. Investment companies may also

elect to designate other policies that may be changed only with a Shareholder vote. Both types of policies are often
referred to as fundamental policies. In this Joint Proxy Statement, the word restriction or limitation is sometimes used
to describe a policy. Certain fundamental policies have been adopted in the past by the Trusts to reflect certain
regulatory, business or industry conditions that are no longer in effect. For example, the National Securities Markets
Improvement Act of 1996 ( NSMIA ) preempted many investment restrictions formerly imposed by state securities
laws and regulations (these state laws and regulations are often referred to as blue sky laws and regulations), so those
state requirements no longer apply. As a result, many of the current restrictions unnecessarily limit the investment
strategies available to the Trusts Investment Adviser in managing each Trust s assets. In addition, the lack of uniform
standards across the Trusts leads to operating inefficiencies and increases the costs of compliance monitoring.
Accordingly, the Trusts Investment Adviser recently conducted a review of each Trust s fundamental policies with a
goal to simplify, modernize and make consistent with those of other investment companies advised by the Investment
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Adpviser or its affiliates, the Trusts policies that are required to be fundamental under the Investment Company Act.

Proposal Nos. 3 and 4 seek Shareholder approval of changes that are intended to accomplish the foregoing goals. The
Investment Adviser notes that each Proposal does not apply to each Trust. The proposed changes to the fundamental
policies are discussed in detail below. The tables following this discussion will assist you in determining which
Proposals apply to your Trust(s) and which investment policy or restriction changes are proposed for each Trust. By
reducing to a minimum those policies that can be changed only by a Shareholder vote, each Trust should be able to
avoid the costs and delay associated with a Shareholder meeting and each Board believes that the Investment Adviser s
ability to manage the Trust s portfolio in a changing regulatory or investment environment will be enhanced.

Shareholders should note that certain of the proposed fundamental policies are stated in terms of to the extent
permitted by the Investment Company Act or the rules and regulations thereunder. Applicable law can change over
time and may become more or less restrictive as a result. The fundamental policies have been drafted in this manner
so that a change in law would not require the Trusts to seek a Shareholder vote to amend the policy to conform to
applicable law, as revised. Although the Proposals give the Trusts greater flexibility to respond to future investment
opportunities, the Investment Adviser does not anticipate that the changes, individually or in the aggregate, will result
at this time in a material change in the level of investment risk associated with an investment in the Trusts, nor does
the Investment Adviser anticipate that the proposed elimination and modification of certain fundamental investment
policies and restrictions will, individually or in the aggregate, change materially the manner in which the Trusts are
managed and operated.

PROPOSAL NO. 3: APPROVAL OR DISAPPROVAL OF
ELIMINATION OF CERTAIN FUNDAMENTAL
INVESTMENT POLICIES AND RESTRICTIONS

3H
Eliminate
3F Limitation
A 3D 3E Eliminate on
inate 3B 3C Eliminate  Eliminate Director/ 3G Investments 31 3)
ging Eliminate Eliminate Exercising Unseasoned Officer Eliminate in Taxable Eliminate Eliminate
sets Margin QOil & Gas Control Companies Ownership Common Debt Puts/Calls Short Sales
licy Policy Policy Policy Policy Policy Stock Policy  Securities Policy Policy
X X X X X X X X X
X X X X X X X X X
X X X X X X X X X X
X X X X X X X X X X
X X X X X X X X X X
X X X X X X X X X X
8
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Proposal 3.A. Elimination of the Fundamental Policy Restricting
the Trust s Ability to Pledge Assets

APPLICABLE TRUSTS: ALL TRUSTS
Reasons for the Elimination of the Investment Policy:

Each Trust s fundamental policy prohibiting or restricting pledging or otherwise encumbering the Trust s assets was
based on the requirements formerly imposed by state blue sky regulators as a condition to registration. As a result of
NSMIA, this policy is no longer required and may be eliminated from each Trust s fundamental investment policies.

The Trusts current limits on pledging may conflict with each Trust s ability to borrow money for temporary emergency
purposes or for any other purpose. This conflict arises because banks may require borrowers such as the Trusts to

pledge assets in order to collateralize the amount borrowed. These collateral requirements are typically for amounts at
least equal to, and often larger than, the principal amount of the loan. The Trusts current policies, however, could be
read to prevent these types of collateral arrangements and could therefore have the effect of reducing the amount that

the Trusts may borrow in these situations.

Although the Investment Adviser currently plans, on behalf of the Trusts, to engage only in pledging in connection
with borrowing money for temporary emergency purposes, pledging assets could decrease the Trusts ability to
liquidate assets. If the Trusts pledge a large portion of their assets, the ability to meet various obligations could be
delayed. In any event, the Trusts current borrowing limits would remain consistent with limits prescribed under the
Investment Company Act.

Proposal 3.B. Elimination of the Fundamental Policy Restricting
Purchases of Securities on Margin

APPLICABLE TRUSTS: ALL TRUSTS
Reasons for the Elimination of the Investment Policy:

Each Trust s fundamental policy restricting margin activities was based on the requirements formerly imposed by state
blue sky regulators as a condition to registration. As a result of NSMIA, these policies are no longer required and may
be eliminated from each Trust s fundamental investment policies. Furthermore, it is unlawful for an investment
company, in contravention of applicable Securities and Exchange Commission (the SEC ) rules or orders, to purchase
securities on margin except for such short term credits as are necessary for clearing transactions. As a result,
elimination of each Trust s restriction on margin activities is unlikely to affect the Trust s investment strategies at this
time. However, in the event of a change in the applicable federal regulatory requirements, the Trusts would have the
flexibility to alter their investment practice without the expense and delay of a Shareholder vote. The extent to which a
Trust engages in margin activities, and the nature and risks of such transactions, would be disclosed in the Trust s
annual or semi-annual report to Shareholders.
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Proposal 3.C. Elimination of the Fundamental Policy Prohibiting
Investments in Qil, Gas and Other Types of Mineral Leases

APPLICABLE TRUSTS: ALL TRUSTS
Reasons for the Elimination of the Investment Policy:

Each Trust s fundamental policy prohibiting its ability to purchase interests in oil, gas or other types of minerals leases,
rights or royalty contracts was based on the requirements formerly imposed by state blue sky regulators as a condition
to registration. As a result of NSMIA, this policy is no longer applicable and may be eliminated from the Trusts
investment policies. There are no current expectations that the Trusts will engage in such activities. However,
elimination of the fundamental policy would afford the Trusts the flexibility to make such investments without the

delay and expense of a Shareholder vote. Should a Trust decide to engage in such activities, appropriate disclosure
regarding the nature and risks of such investments would be disclosed in the Trust s annual or semi-annual report to
Shareholders.

Proposal 3.D. Elimination of the Fundamental Policy Prohibiting
Investments for Purposes of Exercising Control

APPLICABLE TRUSTS: ALL TRUSTS
Reasons for the Elimination of the Investment Policy:

Each Trust s fundamental policy prohibiting it from investing in a security for the purpose of obtaining or exercising
control over, or management of, the issuer was based on the requirements formerly imposed by state blue sky
regulators as a condition to registration. As a result of NSMIA, this policy is no longer required and may be
eliminated from a Trust s investment policies. Eliminating this investment restriction would not affect the Trusts
investment strategies, as the Trusts do not ordinarily invest for the purpose of exercising control over companies.

Proposal 3.E. Elimination of the Fundamental Policy
Regarding Investments in Unseasoned Companies

APPLICABLE TRUSTS: ALL TRUSTS
Reasons for the Elimination of the Investment Policy:

Each Trust s fundamental policy prohibiting investments in issuers that have been in business for less than three years
(i.e., unseasoned companies) was based on the requirements formerly imposed by state blue sky regulators as a
condition to registration. As a result of NSMIA, this policy is no longer required and may be eliminated from a Trust s
fundamental investment policies. Elimination of the policy would permit a Trust to further avail itself of investment
opportunities in smaller capitalization, less seasoned companies. Such companies may not have experience in
operating through prolonged periods of economic difficulty and, as a result, the price of their shares may be more
volatile than the shares of companies that have longer operating histories. To the extent that a Trust invests in these
types of issuers, it may be subject to greater risks and
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appropriate disclosure regarding the nature and risks of such investment would be disclosed in the Trust s annual or
semi-annual report to Shareholders.

Proposal 3.F. Elimination of the Fundamental Policy Prohibiting or Restricting the
Purchase of Securities of Issuers in which Trustees or Officers Have an Interest

APPLICABLE TRUSTS: ALL TRUSTS
Reasons for the Elimination of the Investment Policy:

Each Trust s fundamental policy prohibiting or restricting the purchase of securities in which Trust officers or Trustees
have an interest was originally adopted to address the requirements formerly imposed by state blue sky regulators as a
condition to registration. As a result of NSMIA, this policy is no longer required and may be eliminated from the

Trusts fundamental investment policies. Eliminating this restriction would increase the Investment Adviser s flexibility
when choosing investments on a Trust s behalf. In addition, the Investment Adviser believes that the policy is
unnecessary because each Trust s Code of Ethics adequately covers and provides for the monitoring of the Trust s
securities purchases and security ownership by the Trust s officers and Trustees. Further, securities purchased by a
Trust that may pose conflicts of interest are subject to the restrictions imposed by Section 17 of the Investment

Company Act and the rules thereunder.

Proposal 3.G. Elimination of the Fundamental Policy
Regarding Purchase of Common Stock

APPLICABLE TRUSTS: ALL TRUSTS
Reasons for the Elimination of the Investment Policy:

Each applicable Trust s fundamental policy prohibiting it from investing in common stock was based on the
requirements formerly imposed by state blue sky regulators as a condition to registration. As a result of NSMIA, this
policy is no longer required and may be eliminated from a Trust s investment policies. Eliminating this investment
restriction would not affect the Trust s principal investment strategies.

Proposal 3.H. Elimination of the Fundamental Policy Restricting
Investments in Taxable Debt Securities

APPLICABLE TRUSTS: IMC, IMT, IIM AND IMS
Reasons for the Elimination of the Investment Policy:
Each applicable Trust s fundamental policy prohibiting it from purchasing more than 10% of all outstanding taxable
debt securities of any one issuer is not required by federal or state securities laws and therefore may be eliminated

from a Trust s investment policies. Eliminating this investment restriction would not affect the Trust s principal
investment strategies.
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Proposal 3.1. Elimination of the Fundamental Policy
Regarding the Purchase or Sale of Puts, Calls and Combinations Thereof

APPLICABLE TRUSTS: ALL TRUSTS
Reasons for the Elimination of the Investment Policy:

Each Trust s fundamental policy limiting investments involving puts, calls and combinations thereof is not required
under the Investment Company Act to be among a Trust s fundamental investment policies. The Board of each Trust
recommends that Shareholders vote to eliminate this fundamental investment limitation. The elimination of each
Trust s fundamental policy limiting investments involving puts, calls or combinations thereof would permit the Trust
greater flexibility to respond to market and other developments. The Trusts investment policies set forth in

Proposal No. 2 continue to place certain limits on the percentage of Trust assets that may be invested in options. Put
and call options involve a certain degree of risk. If a put or call option written by a Trust were exercised, the Trust
would be obligated to buy or sell the underlying security at the exercise price. As a result, writing a put option
involves the risk of a decrease in the market value of the underlying security, in which case the option could be
exercised and the underlying security would then be sold by the option holder to the Trust at a higher price than its
current market value. Writing a call option involves the risk of an increase in the market value of the underlying
security, in which case the option could be exercised and the underlying security would then be sold by the Trust to
the option holder at a lower price than its current market value.

Proposal 3.J. Elimination of the Fundamental Policy
Regarding the Short Sale of Securities

APPLICABLE TRUSTS: ALL TRUSTS
Reasons for the Elimination of the Investment Policy:

Each of the Trusts has a fundamental policy that prohibits the Trust from making short sales. This policy is not

required under the Investment Company Act to be among a Trust s fundamental investment policies. The Board of

each Trust recommends that Shareholders vote to eliminate this fundamental investment limitation. Although no Trust
has any current intention to engage in short sales, they may make short sales against the box, in which a Trust enters
into a short sale of a security it owns. Engaging in short sales against the box may expose the Trusts to market risk and
tax risk. The elimination of the current policy would give the Investment Adviser flexibility in its ability to respond to
the availability of new instruments and strategies without the costs and delays associated with a future Shareholder

vote.
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Proposal 3.K. Elimination of the Fundamental Policy
Prohibiting Investments in Other Investment Companies

APPLICABLE TRUSTS: ALL TRUSTS
Reasons for the Elimination of the Investment Policy:

The fundamental investment policy on investments in other investment companies was based on requirements
formerly imposed by state blue sky regulators as a condition to registration. As a result of NSMIA, this policy is no
longer required to be among a Trust s fundamental investment policies. Moreover, in the absence of this policy, the
Trusts are still subject to the limitations on investments in other investment companies imposed on all funds under
Section 12(d)(1)(A) of the Investment Company Act. In general, under that section, an investment company

( Acquiring Fund ) cannot acquire shares of another investment company ( Acquired Fund ) if, after the acquisition,
(i) the Acquiring Fund would own more than 3% of the Acquired Fund s securities; (ii) more than 5% of the total
assets of the Acquiring Fund would be invested in the Acquired Fund; and (iii) more than 10% of the total assets of
the Acquiring Fund would be invested in other investment companies (including the Acquired Fund). The Board of
each Trust recommends that Shareholders vote to eliminate this fundamental investment limitation.

The Board of Trustees of each Trust unanimously recommends that Shareholders of each Trust approve the
proposed eliminations.

PROPOSAL NO. 4: APPROVAL OR DISAPPROVAL OF A

MODIFICATION OF CERTAIN FUNDAMENTAL
INVESTMENT POLICIES AND RESTRICTIONS
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