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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS: This report contains
“forward-looking statements” as defined under the U.S. federal securities laws. Generally, the words “believe,”
“expect,” “i estimate,” “anticipate,” “project,” “will” and similar expressions identify forward-looking

” ” ”

intend,
statements, which generally are not historical in nature. Forward-looking statements are subject to certain risks and
uncertainties that could cause actual results to materially differ from the Fund’s historical experience and its present
expectations or projections indicated in any forward-looking statement. These risks include, but are not limited to,
changes in economic and political conditions; regulatory and legal changes; energy industry risk; commodity pricing
risk; leverage risk; valuation risk; non-diversification risk; interest rate risk; tax risk; and other risks discussed in the
Fund’s filings with the SEC. You should not place undue reliance on forward-looking statements, which speak only
as of the date they are made. The Fund undertakes no obligation to update or revise any forward- looking statements
made herein. There is no assurance that the Fund’s investment objectives will be attained.



KAYNE ANDERSON ENERGY TOTAL RETURN FUND, INC.
SCHEDULE OF INVESTMENTS
AUGUST 31, 2009
(amounts in 000’s, except number of option contracts)

(UNAUDITED)
No. of
Description Shares/Units Value
Long-Term Investments — 127.3%
Equity Investments(a) — 95.1%
United States — 81.1%
MLP(b)(c) — 38.6%
Alliance Holdings GP, L.P. ..ot 41 $ 829
Buckeye GP HOIdINGS L.P. ..o 19 437
BUCKEYE PartNers, L.P. ..ottt 88 4,134
Calumet Specialty Products Partners, L.P. .......cccccooveveiinininsirse e, 88 1,238
Capital Product Partners L.P.(d)........cccoveieiiieii e 1,432 11,330
Copan0o ENergy, L.L.C. it 75 1,167
Copano Energy, L.L.C. — Unregistered, Class D Units(€)(f).......ccceoevevirierieninrennnan, 114 1,654
CrosSteX ENErgy, L.P.(0) . oottt e 547 2,146
DCP Midstream Partners, LP ...t 302 6,769
Energy Transfer EQUItY, L.P. ..o 198 5,334
Energy Transfer Partners, L.P. ... 140 5,659
Enterprise GP HOIAINGS L.P. ..voiiiiiece e 78 2,181
Enterprise Products Partners L.P. .......ccooiiiiiiiie e 1,028 27,763
EXErran Partners, L.P. .o 280 4,371
GIODAI PAINES LP ...t 191 4,205
Holly Energy Partners, L.P. ......cvoioi ettt 61 2,241
INergy Holdings, L.P. oo 11 484
INEIQY, L.P. oo 328 9,154
K-Sea Transportation Partners L.P.........cccccoiveeieiiiie i, 63 1,210
Magellan Midstream Holdings, L.P. ......ccccooiiiiiiiiiiieicc e 77 1,681
Magellan Midstream Partners, L.P. ..o 37 1,352
MarkWest Energy Partners, L.P. ... 375 7,748
Martin Midstream Partners L.P. ..o e 258 6,177
Navios Maritime Partners L.P.(A) .....ccoovvirieiinieiee e 1,187 13,883
ONEOK Partners, L.P. ..ottt ettt ettt et e et e eatee e 56 2,808
OSG AMENICA L.P. it 205 1,715
Plains All American Pipeling, L.P.(N) ..o 1,113 52,812
QUICKSIIVEr Gas SEIVICES LP . .eviiiit ittt et ebe s 14 206
Regency Energy Partners LP........coovevoiieie e 592 9,646
Targa Resources PartNers LP ......cccvovoeie et 143 2,415
TC PIPELINES, LP ottt ettt sttt e nne s 118 4,311
Teekay LNG Partners L.P. ..ot 233 5,342
Teekay Offshore Partners L.P.(d).......ccoviiievieieiiie s 1,184 16,657
Western Gas Partners, LP........coviiiiii i 101 1,707
WIillIaMS PArtNers L.P. ..ot e 371 7,355
228,121
MLP Affiliates — 25.3%

Enbridge Energy Management, L.L.C.(i)....cccoouirrrriimieiere e se e seese s 1,481 62,344
Kinder Morgan Management, LLC(1) ....cccovvvivieeieeiesesese e e, 1,839 87,018
149,362

See accompanying notes to financial statements
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(UNAUDITED)
No. of
Description Shares/Units Value
Marine Transportation — 8.1%
Aries Maritime Transport Limited(g).......ccovvrereriieieriieiie e 2719 % 175
DHT Maritime, INC. ..ovoiiiiiiieisiiese ettt e 1,656 8,610
Diana Shipping INC.(Q) .eeoveouererereiieieiere et 704 9,150
Genco Shipping & Trading Limited(Q) . ....ccooeeerreereeieiine e 375 7,264
General Maritime COrPOrAtiON ........ocveveiireie i eneens 201 1,594
Nordic American Tanker Shipping Limited...........cocoviiiiiiiniineneecece, 76 2,271
SAfE BUIKETS, INC. oottt sttt e e s eree b s ebaesbe e bt 829 6,076
Ship Finance International Limited...........cccoovviiiinieeieiesese e 293 3,708
LICTCL G A A I VLT £ 0 (o S 659 5,621
Tsakos Energy Navigation LImited. .........ccccerererierenieninseseeseee e 228 3,663
48,132
Coal — 5.0%
Alpha Natural RESOUICES, INC......cooiviiiieiiiiii et 94 3,053
PN (o (N o -1 I o3 () ISP 70 1,212
CONSOL ENErgy INC.(J) cvevveeerieiieeeieeieieiseseste s se e eee e e see st sne s e enee e sae e snenns 218 8,163
Massey ENergy COmMPANY(J) . ..ccveeereerereresesestesieseeeeseesieseessessessessessesssessessessessessens 281 7,604
Peabody Energy COrporation()........eovuureriiireninirieisesienisesiesesesieeesestessssessessesesens 285 9,314
29,346
Royalty Trust — 3.1%
MV Ol TTUSE ...ttt ettt b e es b e 640 9,831
Permian Basin ROYAItY TIUSE .......ccooiiiiiiie e 242 2,929
WHItING USA TTUSE L.t 438 5,454
18,214
Midstream — 1.0%
NISOUICE TNC. 1ottt bbbt bbbt 120 1,585
OINEOK, NGttt sttt sttt sttt sttt bt bbbt et sttt bt et neas 75 2,541
SPECLIA ENEIGY COIP woviiiiiiiie ettt sttt ettt et e b nbaesbeesntes 100 1,882
6,008
Total United States (CoSt — $448,351) ......cceeuieiirririenirieerinieessiee e 479,183
Canada — 14.0%
Royalty Trust — 14.0%
F N O g T=T (o) I 1 USSR 358 5,677
BONAViSta ENEIQY TIUSL......ccvieeeieeiereesiesieste e e ereeeeee e s e et sre e enae e aesresresre e 542 9,335
Bonterra Oil & Gas Ltd. — Unregistered(€) .......ccovevereieiesiiseseeiessieve e e sve e 15 348
Crescent POINt ENEIQY TTUSL......ccviiiiieieiiesie e sie e e s e ste et e e et sresre e eneens 132 4,435
Daylight RESOUICES TTUSE......vcveiiieieitesie et e et et st e ettt e st e reereenns 726 5,338
Enerplus RESOUICES FUND .........ooiiiiiiiiiice e 425 8,902
NAL Ol & GaS TTUSL.....euveviiiiieiisiiieisesiei ettt ne st e 1,651 17,036
Penn WeSt ENErgy TTUSE.......ooiiiiiie ettt e 629 8,087
TrHOQY ENEIGY TTUST.....cuiitiiiiiitiiieteite ettt ene s 332 2,171
Vermilion ENEIgY TTUSE......cociiiiiiiie ettt 181 4,807
Westshore Terminals INCOME FUN..........ooviiiiiiiiccie e, 278 3,293
Zargon ENErgy TIUSE .....ocviiiicieecee e e 808 13,035
Total Canada (Cost — $92,354) 82,464

KAYNE ANDERSON ENERGY TOTAL RETURN FUND, INC.
SCHEDULE OF INVESTMENTS
AUGUST 31, 2009
(amounts in 000’s, except number of option contracts)

See accompanying notes to financial statements
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KAYNE ANDERSON ENERGY TOTAL RETURN FUND, INC.
SCHEDULE OF INVESTMENTS
AUGUST 31, 2009
(amounts in 000’s, except number of option contracts)

(UNAUDITED)
Total Equity Investments (Cost — $540,705) .......cccccvverriennnnienenise e, 561,647
Interest Maturity Principal
Description Rate Date Amount Value
Energy Debt Investments — 32.2%
United States — 29.3%
MLP(b) — 0.8%
Atlas Energy Resources, LLC........ccoocvvvviviinienieeieienn, 10.750% 2/01/18 $ 4550 $ 4,596
Coal —7.2%
James River Coal Company .........ccoccveererenienieieneneneens 9.375 6/01/12 13,688 12,730
Massey Energy Company(K) .......cccoevrenernieneineniennn, 3.250 8/01/15 20,150 15,062
Peabody Energy Corporation(k).........cccceoveerevereneieniennn, 4.750 12/15/66 4,500 3,600
Penn Virginia Corporation(k)........c..cceevevveiveveveneseseennnn, 4.500 11/15/12 12,000 10,335
Penn Virginia Corporation(k).........cccoeeeeriiieienencnennen, 10.375 6/15/16 1,000 1,053
42,780
Marine Transportation — 4.5%
Navios Maritime Holdings INC. .......ccccoooiiiiiiiniiiiee, 9.500 12/15/14 25,250 22,094
Overseas Shipholding Group, INC. .......ccoovevvevivereienenn, 7.500 2/15/24 5,845 4,676
26,770
Midstream — 4.0%
El Paso COrporation .........cccoceeeveveneseseniesierieneenie e, 12.000 12/12/13 4,765 5,408
El Paso COrporation .........cccccevvvevennnesesnsseeeeneese e, 8.250 2/15/16 350 354
El Paso COrporation .........cccccecevevenenesesieeieeveeneesie e, 7.750 1/15/32 10,035 8,936
The Williams Companies, INC. ....cccovevininieriiicicne 8.750 3/15/32 7,670 8,628
23,326
Oilfield Services — 1.0%
Dresser, INC. ..o, )] 5/04/15 7,000 5,845
Upstream — 10.2%
Bill Barrett COrporation.........c.ccoceevvviveveieenereseseseeneen, 9.875 7/15/16 6,350 6,604
Carrizo Oil & Gas, INC.(K) ..covevvevieieieieie e 4.375 6/01/28 13,500 10,074
CDX Funding, LLC.......cocovririiniiniieiscescscisinns (m) 3/31/13 3,750 488
Encore Acquisition Company ........cccceevevververerenenenennen, 9.500 5/01/16 4,500 4,545
Encore Acquisition Company ........cccceevevververereeneneneennen, 7.250 12/01/17 6,110 5,407
Hilcorp Energy COmMPany.........cocvveeeenereseneeiesienesesienn, 7.750 11/01/15 10,274 9,478
Mariner Energy, INC. ..o, 7.500 4/15/13 5,000 4,725
Mariner Energy, INC. ......cccocovveiiinniiieenneesee, 11.750 6/30/16 3,500 3,693
Mariner Energy, INC. ..o, 8.000 5/15/17 6,000 5,310
Quicksilver ReSOUICES INC. ....covevveiveieiiieciceceeie e 8.250 8/01/15 2,200 2,068
Quicksilver ReSOUICES INC. ....covveiueiiiiieiieeeeee e 11.750 1/01/16 1,000 1,060
Quicksilver Resources INC. .....c.coceeveeveevieiviecieceeere e 9.125 8/15/19 3,000 2,925
Petrohawk Energy Corporation ..........cc.cccveveienenisenienen, 9.125 7/15/13 4,045 4,106
60,483

See accompanying notes to financial statements
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KAYNE ANDERSON ENERGY TOTAL RETURN FUND, INC.
SCHEDULE OF INVESTMENTS
AUGUST 31, 2009
(amounts in 000’s, except number of option contracts)
(UNAUDITED)

Utilities — 1.6%
Energy Future Holdings COrp. ......ccccoovveineneenennenienen, (n) 10/10/14 12,500 9,500
Total United States (Cost —$168,589) .........cccovenune 173,300
Canada — 2.9%
Upstream — 2.9%

Athabasca Qil Sands Corp. (Cost — $17,093) .......ccc.c...... 13.000% 7/30/11 $17,500 $ 16,784
Total Fixed Income Investments (Cost—$185,682) . 190,084
Total Long-Term Investments (Cost — $726,387) ... 751,731

Short-Term Investment — 2.9%
Repurchase Agreement — 2.9%

J.P. Morgan Securities Inc. (Agreement dated 8/31/2009 to
be repurchased at $17,368), collateralized by $17,876 in

U.S. Treasury note (Cost — $17,368) ........cccecvvvvvvvririrnennnns 0.120 9/01/09 17,368
Total Investments — 130.2% (Cost — $743,755) .....c.cccvreuene 769,099
No. of
Contracts
Liabilities

Call Option Contracts Written(o)
United States

Coal
Arch Coal, Inc., call option expiring 9/19/2009 @ $18.00 ........ccccevrrierirrercrinnenen. 500 (25)
CONSOL Energy Inc., call option expiring 9/19/2009 @ $37.00..........ccccccovrvrirene. 500 (98)
CONSOL Energy Inc., call option expiring 9/19/2009 @ $39.00..........cccccvrvvrrrnene. 250 27
Massey Energy Company, call option expiring 9/19/2009 @ $27.00...............c...... 125 (19)
Massey Energy Company, call option expiring 9/19/2009 @ $28.00..........c........... 375 (41)
Massey Energy Company, call option expiring 9/19/2009 @ $29.00..........ccccccvuve. 750 (53)
Massey Energy Company, call option expiring 9/19/2009 @ $30.00..........cccocuun.... 250 (14)
Peabody Energy Corporation, call option expiring 9/19/2009 @ $36.00................. 500 17)
Total Call Option Contracts Written (Premium Received — $690) .............. (294)
SENIOr UNSECUIEA NOTES ......ooviiieeiiisieieesee e (165,000)
ONer LIADITITIES .....coiiiiiiicesce et (20,818)
Total Liabilities ..o (186,112)
(@) 1 g 1T AN £ TR 7,792
Total Liabilities in Excess 0f Other ASSES .......ccccvviiveeviii e (178,320)
Net Assets Applicable To Stockholders ..., $ 590,779

(@) Unless otherwise noted, equity investments are common units/common shares.

(b) Unless otherwise noted, securities are treated as a publicly traded partnership for regulated investment company
(“RIC™) qualification purposes. To qualify as a RIC for tax purposes, the Fund may directly invest up to 25% of
its total assets in equity and debt securities of entities treated as publicly traded partnerships. Although the Fund
had 31.5% of its net assets invested in securities treated as publicly traded partnerships at August 31, 2009, the
Fund had less than 25% of its total assets invested in these securities. It is the Fund’s intention to be treated as a

See accompanying notes to financial statements
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KAYNE ANDERSON ENERGY TOTAL RETURN FUND, INC.
SCHEDULE OF INVESTMENTS
AUGUST 31, 2009
(amounts in 000’s, except number of option contracts)
(UNAUDITED)
RIC for tax purposes.
(¢) Includes Limited Liability Companies.
(d) Security is not treated as a publicly-traded partnership for RIC qualification purposes.

(e) Fair valued and restricted security (See Notes 2, 3 and 6).

(f) Security is currently not paying cash distributions but will convert to securities which pay cash distributions
within the next 12 months.

(g) Security is non-income producing.

(h) The Fund believes that it is an affiliate of Plains All American Pipeline, L.P. (See Note 5).
(i) Distributions are paid-in-kind.

(j) Security or a portion thereof is segregated as collateral on option contracts written.

(k) Security is convertible into common shares of the issuer.

(I) Floating rate senior secured second lien term loan. Security pays interest at a rate of LIBOR + 575 basis points
(6.02% as of August 31, 2009).

(m) Floating rate senior secured second lien term loan. Security pays interest at a prime rate of 3.25% + 525 basis
points and 200 basis points default penalty (10.50% as of August 31, 2009). As of August 31, 2009, CDX
Funding, LLC was in payment default under the floating rate senior secured second lien term loan.

(n) Floating rate senior secured second lien term loan. Security pays interest at a rate of LIBOR + 350 basis points
(3.78% as of August 31, 2009). Energy Future Holdings Corp., formerly TXU Corp., is a privately-held energy

company with a portfolio of competitive and regulated energy subsidiaries, including TXU Energy, Oncor and
Luminant.

See accompanying notes to financial statements
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KAYNE ANDERSON ENERGY TOTAL RETURN FUND, INC.
STATEMENT OF ASSETS AND LIABILITIES
AUGUST 31, 2009
(amounts in 000’s, except share and per share amounts

(UNAUDITED)
ASSETS
Investments, at fair value:
NON-affiliated (COSt — $694,756)......ccuerereeiereririeierisieie ettt ettt sttt nesnene s $ 698,919
AFFIHAEA (COSt — $3L,63L) ...ttt bttt sbe e be e 52,812
Repurchase agreement (COSt — $17,368) .....cvcerriiiriiiieieere et 17,368
Total iINVeStMENLS (COSt — $743,755) ...e.vieriiiieieiieteisie ettt e s sere s s e snenes 769,099
Cash denominated in foreign currency (CoSst — $457)........coviiiiiiiiciie e, 459
Deposits with broker from option CONtracts WItteN .........ccccvviviviieieeere e 41
Receivable for securities SOId (COSt — $1,223).....ccciiiiriiiiirieiese et 1,223
Interest, dividends and distributions receivable (Cost — $4,733) ....ccoeiiiiiieninire e 4,742
Deferred debt issuance CoSts and OthEr, NEL........c..ociiiiiiice e e 1,327
TOLAI ASSELS ...ttt ettt ettt bt bbbt b et et e Rt bt b e R £ R e e e e bRt b e Ee Rt b e e e e b e b e 776,891
LIABILITIES
Payable for securities purchased (COSt — $18,880) .......ccoeueiriruriririeirisiee s 18,875
Investment management fee Payable .........ccoovvveiceice e 812
Call option contracts written (Premiums received — $690) ........cccvirierreiirniieseee e 294
Accrued directors’ fEES and EXPENSES .....c.ueuiue ittt eieeeeie ettt et b b sbe b b e et et e e sbe e e 52
Accrued expenses and other [aDIlItIES............coocoiriiiic s 1,079
SENION UNSECUIBA NOLES ...viveiieitieetiite ettt ettt sttt bbbt b et s bttt b et s bt bentenes 165,000
Total LIADITITIES ..o 186,112
NET ASSETS .ottt etttk b ket e bR e b b et e bRt e bt e st et e ke b e eb ke st ee et ebenbebene et $ 590,779
NET ASSETS CONSIST OF
Common stock, $0.001 par value (33,592,870 shares issued and outstanding and
199,979,000 Shares aUthOFIZEA) .........cveierireie sttt sre e nne s $ 34
Paid-in capital, less distributions in excess of taxable INCOME.........ccevvriiiiiiiiiiiice e 681,761
Accumulated net investment income less distributions not treated as tax return of capital................... (332)
Accumulated net realized losses less distributions not treated as tax return of capital ....................... (116,440)
Net unrealized gains on investments, foreign currency translations and options............cccccoceveenienennee 25,756
NET ASSETS .ottt R et e e Rt R et n et nns $ 590,779
NET ASSET VALUE PER SHARE ...ttt $ 1759

See accompanying notes to financial statements
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KAYNE ANDERSON ENERGY TOTAL RETURN FUND, INC.

STATEMENT OF OPERATIONS
FOR THE NINE MONTHS ENDED AUGUST 31, 2009
(amounts in 000’s)
(UNAUDITED)

INVESTMENT INCOME
Income
Dividends and distributions:

NON-affiliated INVESIMENTS......cvviiiiei ettt re e s reeennas
ATTHHAtEA INVESIMENTS.....eiciiiiitie ettt et are e sab e e sare e sabe e sareesanas
Total dividends and distributions (after foreign taxes withheld of $764)...........ccccccecenee.
REUIN OF CAPITAL ..o
Net dividends and diStrIDULIONS .........couiiiiiiiiiicie e srae e
LT 2] RSP
Total INVESTMENT INCOME ....viivicie ettt ettt s sbe e sre e ebeereenns

Expenses

INVESTMENT MANAGEMENT TEES. ......iiiiiiiei et
PrOfESSIONAI FEES .. i iviieieeee ettt
AdMINISEIALION FEES ..ttt
DIFECLOIS” TEES ...ttt ettt bt b et b et r e
LT T o o TP PP
CUSEOTIAN TEES 1.ttt ettt sttt s b e ettt sb ettt b e
RepOorts t0 SLOCKNOIABIS .......ccueiieiiie e
OFNEI BXPENSES ...uvevveiteeieiteeteeitete it ste s e ateetee e ebesaestestesbeeteeseesbesaesbestesbeateeseestestesteseesresreeneeneeseens
Total Expenses — Before Write-off of Debt Issuance Costs and Interest Expense..............
Write-off Of debt ISSUBNCE COSES ......ooviiiiiiiice e s
INTEIEST BXPEINSE ...ttt r bbbt r e b r et
TOLAI EXPENSES. ...ttt bbbt bbb bbbttt
Net INVESTMENT INCOME ..o e e e

REALIZED AND UNREALIZED GAINS/(LOSSES)
Net Realized Gains/(Losses)

INVESTMIENES. ...t e r e e et sb e bt e b e e s s s e r e e b e e neeen e e s
FOreign CUMrENCY traNSACTIONS. .......coviierieitesie sttt ettt bttt se bbbt
(@] 0T ] SRRSO PRPRURRRN

NEL REAIIZEA LOSSES. ... ettt ettt sttt b ettt et bbbt bt sb e e e e e nn b e

Net Change in Unrealized Gains

INVESTMENTS. ... et nr e r e e r e nr e s
Foreign currenCy tranSIationS ...........cccevviiieseeieeiee s

L] 0] T 1SS
Net Change in Unrealized GaiNS.........ccccoeieieiieieieiie et se s ss e st sresre e e enaens

Net Realized and Unrealized Gains ..........cccccoveieiie ettt

NET INCREASE IN NET ASSETS RESULTING FROM OPERATIONS ......cccoovviivrinnnn

See accompanying notes to financial statements
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$ 26,814
3,183

29,997
(17,278)

12,719
12,988

25,707

6,143
306
281
146
119
107

74
219

7,395

387

10,139

17,921

7,786

(84,495)

4)
6,647

(77,852)

257,056
64
350

257,470

179,618

$ 187,404



KAYNE ANDERSON ENERGY TOTAL RETURN FUND, INC.
STATEMENT OF CHANGES IN NET ASSETS APPLICABLE TO COMMON STOCKHOLDERS
(amounts in 000’s, except share amounts)

For the Nine
Months Ended For the Fiscal

August 31, Year Ended
2009 November 30,
(Unaudited) 2008
OPERATIONS
Net iNVESIMENT INCOME .....cvcveviviiiiiiieeee et $ 7,786 $ 28,550
NEL FEAIIZEA 10SSES ... ettt (77,852) (38,757)
Net change in unrealized gainS/(I0SSES) ....covieerirriiririiieereee e 257,470 (415,763)
Net Increase/(Decrease) in Net Assets Resulting from Operations ............. 187,404 (425,970)
DIVIDENDS TO PREFERRED STOCKHOLDERS
Dividends from net iNVeStMENnt iNCOME ............cc.eveeverreeeeeeieseeseseeeiessesiessenens _® (10,773)@
DIVIDENDS AND DISTRIBUTIONS TO COMMON STOCKHOLDERS
Dividends from net inVeStMENt iNCOME ............vvevveeveeeereseeesisseeeeseesesesseesessenns (7,786) Y (12,116) @
Distributions — return of CaPItal ..........cccccovveevrveecieveeceeesesesseesee e, (40,986) (54,070)@
Dividends and Distributions to Common Stockholders ..........c..cccccovenennnn (48,772) (66,186)
CAPITAL STOCK TRANSACTIONS
Underwriting costs and offering eXpenses .........oocovereienenneneise e — (89)
Gain on 765 shares of Series B Preferred Stock redeemed at a discount to
lIQUIDALION VAIUE ... — 956
Issuance of 991,456 and 157,901 newly issued shares of common stock from
reinvestment of diStribDULIONS ........cc.ooviviciiiic e 14,201 2,206
Issuance of 237,646 from treasury shares of common stock from reinvestment
OF dISHBULIONS .o e ae e — 3,368
Net Increase in Net Assets Applicable to Common Stockholders from
Capital Stock TranSaCtioNS ..........cccovreiiiriiiiese s 14,201 6,441
Total Increase/(Decrease) in Net Assets Applicable to Common
STOCKNOIAETS ...vcvviiicic e 152,833 (496,488)
NET ASSETS APPLICABLE TO COMMON STOCKHOLDERS
Beginning Of PEriOd .......ccocviieiee e 437,946 934,434
ENA OF PEIHOT ....vieiieieeeeeeeee ettt sttt ettt $ 590,779 $ 437,946

(1) This is an estimate of the characterization of the distributions paid to common stockholders for the nine months
ended August 31, 2009 as either a dividend (ordinary income) or distribution (return of capital). This estimate
is based on the Fund’s operating results during the period. The actual characterization of the common stock
distributions made during the current year will not be determinable until after the end of the fiscal year when
the Fund can determine earnings and profits and, therefore, it may differ from the preliminary estimates.

(2) All distributions paid to preferred stockholders and common stockholders for the fiscal year ended

November 30, 2008 were characterization as either dividend (ordinary income) or distribution (return of
capital). This characterization is based on the Fund’s earnings and profits.

See accompanying notes to financial statements
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KAYNE ANDERSON ENERGY TOTAL RETURN FUND, INC.
NOTES TO FINANCIAL STATEMENTS
AUGUST 31, 2009
(amounts in 000’s, except option adracts, share andper share amounts)
(UNAUDITED)

The Fund does not isolate that portion of gains asse® on investments in equity and debt securities which
is due to changes in the foreign exchange rates from that which is due to changes in market prices of equity
securities. Accordingly, reakrd and unrealized foreign currency gains sdes with respect to such securities are
included in the reported net realized and unrealized gains and losses on investment transactions balances.

Net realized foreign exchange gains or losses reptegains and losses from transactions in foreign
currencies and foreign currency contsadoreign exchange gains or lossealized between the trade date and
settlement date on security transactions, and the diffetesioveen the amounts of interest and dividends recorded
on the Fund’s books and the U.S. dollar equivalent of such amounts on the payment date.

Net unrealized foreign exchange gains or losses represent the difference between the cost of assets and
liabilities (other than investments) recorded on the Fubdtks from the value of the assets and liabilities (other
than investments) on the valuation date.

O. Derivative Financial Instruments- The Fund uses derivative financial instruments to manage interest
rate risk. The Fund has established policies and procedures for risk assessment and the approval, reporting and
monitoring of derivative financial instrument activities. The Fund does not hold or issue derivative financial
instruments for speculative purposes. All derivative finariogttuments are recordedfatr value with changes in
value during the reporting period inckal as unrealized gains or lossethe Statement of Operations. The Fund
generally values its interest rate swaptcacts, if any, based on dealer quotations, if available, or by discounting the
future cash flows from the stated terms of the interestsiadg agreement by using interest rates currently available
in the market. As of August 31, 2009, the Fund did not have any interest rate swap contracts outstanding.

P.Indemnifications— Under the Fund’s organizational documents, its officers and directors are indemnified
against certain liabilities arising out of the performance of their duties to the Fund. In addition, in the normal course
of business, the Fund enters into contracts that provide general indemnification to other parties. The Fund's
maximum exposure under these arrangements is unknown, as this would involve future claims that may be made
against the Fund that have not yet occurred, and may not occur. However, the Fund has not had prior claims or
losses pursuant to these contracts and expects the risk of loss to be remote.

3. Fair Value

SFAS No. 157In September 2006, the FASB issued Statement on Financial Accounting Standairds, “
Value Measurements'("SFAS No. 157”). This standard establishes a single authoritative definition of fair value,
sets out a framework for measuring fair value and regj#dgitional disclosures about fair value measurements.
SFAS No. 157 applies to fair value measurementgadlyr required or permitted by existing standards.
SFAS No. 157 is effective for financial statements issieediscal years beginning after November 15, 2007 and
interim periods within those fiscal years. The changesutoent generally accepted aaoting principles from the
application of this Statement relate to the definition of falue, the methods used to measure fair value, and the
expanded disclosures about fair value measurements.

As of December 1, 2007, the Fumdlopted SFAS No. 157. The Fundshgerformed an analysis of all
existing investments and derivative instruments to determine the significance and character of all inputs to their fair
value determination. Based on this assessment, the adoption of this standard did not have any material effect on the
Fund’'s net asset value. However, the adoption of the standard does require the Fund to provide additional
disclosures about the inputs used to develop the measurements and the effect of certain measurements on changes in
net assets for the reportable periods as contained in the Fund’s periodic filings. Further, valuation techniques to
measure fair value shall maximize thes ud relevant observable inputs that do not require significant adjustment
and minimize the use of unobservable inputs.

SFAS No. 157 establishes a fair value hierarchy thatifizees the inputs to valuation techniques used to
measure fair value into thellimwing three broad categories.

e Level 1— Quoted unadjusted prices for identical instruments in active markets to which the Fund has
access at the date of measurement.

» Level 2— Quoted prices for similar instruments in active markets; quoted prices for identical or similar
instruments in markets that are not active; and model-derived valuations in which all significant inputs and
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significant value drivers are observable in active markets. Level 2 inputs are those in markets for which
there are few transactions, the prices are not current, little public information exists or instances where
prices vary substantially over time or among brokered market makers.

 Level 3 — Model derived valuations in which one or more significant inputs or significant value drivers are
unobservable. Unobservable inputs are those inputs that reflect the Fund’s own assumptions that market
participants would use to price the asset or liability based on the best available information.

The following table presents the Fund’s assets and liabilities measured at fair value on a recurring basis at
August 31, 2009.

Quoted Prices in  Prices with Other Unobservable

Active Markets Observable Inputs Inputs
Total (Level 1) (Level 2) (Level 3)®

Assets at Fair Value
INVESTMENES ....viiviicvicceicctece e $751,731 $559,645 $190,084 $2,002
Repurchase Agreement..........ccccoevvveneinenecnennnnns 17,368 — 17,368 —

Total assets at fair value.............occcoeeveiivrcnnne $769,099 $559,645 $207,452 $2,002
Liabilities at Fair Value
Option Contracts Wrtten.........ccccoeovrvrerrrersisisiennnns $ 294 — $ 294 —

(1) The Fund’s investment in Level 3 represents its investment in Copano Energy, L.L.C. Class D Units and
Bonterra Oil & Gas Ltd., as more fully described in Note 6 — Restricted Securities.

The following table presents the Fund’s assets measured at fair value on a recurring basis using significant
unobservable inputs (Level 3) at November 30, 2008 and at August 31, 2009.

Long-Term

Assets at Fair Value Using Unobservable Inputs (Level 3) Investments
Balance — NOVEMDBET 30, 2008..........cciiiuiiiiiiiite ittt sttt ettt st s st e b st e s b e s e e bt e st st et sbe b e $1,125
TranSTErS QUL OF LBVED 3. ..ot ettt e et e b e s be e s be e s ebe e s sbeeeebeeesees —
REAIZEA GAIN (JOSSES) ...ttt b bbb bbb bbb —
UNFEAlIZEA GAINS, NEL .....eiie ettt sttt e e e st e be s tesbesbeeseeteeneeneenaensentenneas 661
Purchases, iSSUANCES OF SELLIEMENTS .........coiiiiiiiiiie ettt sbeesbe e sbeeresanes 216
Balance — AUGUSE 31, 2009 .......ccuiieieieriere sttt sttt re et e e na e e re e renre e $2,002

The $661 of unrealized gains, net, presented in the table above relate to investments that are still held at
August 31, 2009, and the Fund presents these unrealized gains in the Statement of Operations — Net Change in
Unrealized Gains.

The Fund did not have any liabilities that were measured at fair value on a recurring basis using significant
unobservable inputs (Level 3) at November 30, 2008 and at August 31, 2009.

4, Concentration of Risk

The Fund’s investment objective is to obtain a high level of total return with an emphasis on current income
paid to its stockholders. Under normal circumstances, the Fund intends to invest at least 80% of total assets in
securities of Energy Companies. The Fund invests in equity securities such as common stocks, preferred stocks,
convertible securities, warrants, depository receipts, and equity interests in MLPs, MLP affiliates, royalty trusts and
other Energy Companies. Additionally, the Fund may invest up to 30% of its total assets in debt securities of Energy
Companies. It may directly invest up to 25% (or such higher amount as permitted by any applicable tax
diversification rules) of its total assets in equity or debt securities of MLPs. The Fund may invest up to 50% of its
total assets in unregistered or otherwise restricted securities of Energy Companies. It will not invest more than 15%
of its total assets in any single issuer. The Fund may, for defensive purposes, temporarily invest all or a significant
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portion of its assets in investment grade securities, short-term debt securities and cash or cash equivalents. To the
extent the Fund uses this strategy, it may not achieve its investment objectives.

5. Agreements and Affiliations

A. Administration Agreement — On February 27, 2009, the Administration Agreement between the Fund
and Bear Stearns Funds Management Inc., dated September 15, 2004, was terminated. The termination was by
mutual agreement of the parties. No penalties were incurred by the Fund resulting from the termination of the
Administration Agreement with Bear Stearns Funds Management Inc.

On February 27, 2009, the Fund, entered into an Administration Agreement (the “Administration
Agreement”) with Ultimus Fund Solutions, LLC (“Ultimus™). Pursuant to the Administration Agreement, Ultimus
will provide certain administrative services for the Fund. The Administration Agreement will terminate on February
27, 2010, with automatic one-year renewals unless earlier terminated by either party as provided under the terms of
Administration Agreement.

B. Investment Management Agreement — The Fund has entered into an investment management agreement
with KAFA under which the Adviser, subject to the overall supervision of the Fund’s Board of Directors, manages
the day-to-day operations of, and provides investment advisory services to, the Fund. For providing these services,
the Adviser receives a management fee from the Fund. On June 15, 2009, the Fund renewed its agreement with the
Advisor for a period of one year. The agreement may be renewed annually upon the approval of the Fund’s Board
of Directors.

For the nine months ended August 31, 2009, the Fund paid and accrued management fees at an annual rate of
1.25% of average monthly total assets of the Fund.

For purposes of calculating the management fee, the “average total assets” for each monthly period are
determined by averaging the total assets at the last business day of that month with the total assets at the last
business day of the prior month (or as of the commencement of operations for the initial period if a partial month).
The total assets of the Fund shall be equal to its average monthly gross asset value (which includes assets
attributable to or proceeds from the Fund’s use of preferred stock, commercial paper or notes issuances and other
borrowings), minus the sum of the Fund’s accrued and unpaid dividends/distributions on any outstanding common
stock and accrued and unpaid dividends/distributions on any outstanding preferred stock and accrued liabilities
(other than liabilities associated with borrowing or leverage by the Fund). Liabilities associated with borrowing or
leverage include the principal amount of any borrowings, commercial paper or notes that issued by the Fund, the
liquidation preference of any outstanding preferred stock, and other liabilities from other forms of borrowing or
leverage such as short positions and put or call options held or written by the Fund.

C. Portfolio Companies — From time to time, the Fund may “control” or may be an “affiliate” of one or
more portfolio companies, each as defined in the 1940 Act. In general, under the 1940 Act, the Fund would
“control” a portfolio company if the Fund owned 25% or more of its outstanding voting securities and would be an
“affiliate” of a portfolio company if the Fund owned 5% or more of its outstanding voting securities. The 1940 Act
contains prohibitions and restrictions relating to transactions between investment companies and their affiliates
(including the Fund’s investment adviser), principal underwriters and affiliates of those affiliates or underwriters.

The Fund believes that there is significant ambiguity in the application of existing Securities and Exchange
Commission (“SEC”) staff interpretations of the term *“voting security” to complex structures such as limited
partnership interests of the kind in which the Fund invests. As a result, it is possible that the SEC staff may consider
that certain securities investments in limited partnerships are voting securities under the staff’s prevailing
interpretations of this term. If such determination is made, the Fund may be regarded as a person affiliated with and
controlling the issuer(s) of those securities for purposes of Section 17 of the 1940 Act.

In light of the ambiguity of the definition of voting securities, the Fund does not intend to treat any class of
limited partnership interests that it holds as “voting securities” unless the security holders of such class currently
have the ability, under the partnership agreement, to remove the general partner (assuming a sufficient vote of such
securities, other than securities held by the general partner, in favor of such removal) or the Fund has an economic
interest of sufficient size that otherwise gives it the de facto power to exercise a controlling influence over the
partnership. The Fund believes this treatment is appropriate given that the general partner controls the partnership,
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and without the ability to remove the general partner or the power to otherwise exercise a controlling influence over
the partnership due to the size of an economic interest, the security holders have no control over the partnership.

Plains All American, L.P.— Robert V. Sinnott is a senior executive of Kayne Anderson Capital Advisors,
L.P. (“KACALP”), the managing member of KAFA. Mr. Sinnott also serves as a director on the board of Plains All
American GP LLC, the general partner of Plains All American Pipeline, L.P. Members of senior management and
various advisory clients of KACALP and KAFA own units of Plains All American GP LLC. Various advisory
clients of KACALP and KAFA, including the Fund, own units in Plains All American Pipeline, L.P. The Fund
believes that it is an affiliate of Plains All American, L.P. under the 1940 Act.

6. Restricted Securities

From time to time, certain of the Fund’s investments may be restricted as to resale. For instance, private
investments that are not registered under the Securities Act of 1933, as amended, and cannot, as a result, be offered
for public sale in a non-exempt transaction without first being registered. In other cases, certain of the Fund’s
investments have restrictions such as lock-up agreements that preclude the Fund from offering these securities for
public sale.

At August 31, 2009, the Fund held the following restricted investments:

Number of Percent of
Type of Unitsor  Acquisition Cost Fair Fair Value Percentof  Total
Investment Security Restriction Principal($) Date Basis Value per Unit  Net Assets _ Assets
Copano Energy, L.L.C .......ccccc...... Class D Units @ 114 3/14/2008  $ 3,000 $ 1,654  $14.47 0.3% 0.2%
Bonterra Oil & Gas Ltd. ............... Common Shares @) 15 5/27/2009 216 348 23.21 0.0 0.0
Total of securities valued in accordance with procedures established by the Board of Directors(3)..........ccc..vveverenns $ 3216 $ 2,002 0.3% 0.2%
Atlas Energy Resources, LLC ....... Senior Notes 4) $4,550 (5) $ 3881 $ 459 n/a 0.8% 0.6%
Athabasca Oil Sands Corp. ............ Senior Notes ) $17,500 (5) 17,093 16,784 nla 2.8 2.2
CDX Funding, LLC .......ccovvvvrrrnnn. Secured Term Loan 4) $3,750 (5) 3,786 488 nfa 0.1 0.1
DIESSEr, INC. oo Secured Term Loan (4) $7,000 (5) 6,731 5,845 nla 1.0 0.8
Energy Future Holdings Corp. ...... Secured Term Loan 4 $12,500 (5) 9,258 9,500 n/a 16 1.2
Hilcorp Energy Company .............. Senior Notes 4 $10,274 (5) 9,327 9,478 n/a 1.6 1.2

Total of securities valued by prices provided by market maker or independent pricing services(6)(7) .. $50,076  $46,691 7.9% 6.1%
TOtal O ll FESLHCIEA SECUIEIES .....vvuvveiisriscisicsis i bbb enn $53,292  $48,693 8.2% 6.3%
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Unregistered security of a publicly-traded company for which there is currently no established market. The
Class D Units of Copano Energy, L.L.C. are expected to convert to public units in February 2010.

Unregistered security of a publicly-traded company. The common shares owned by the Fund are subject to a
lock-up agreement which expires in September 2009 after which the Fund may sell the common shares subject
to Rule 144,

Restricted securities that represent Level 3 categorization under SFAS No. 157 where reliable market quotes
are not readily available. Securities are valued in accordance with the procedures established by the board of
directors as more fully described in Note 2 — Significant Accounting Policies.

Unregistered security of a private company.

Acquired in numerous transactions at various dates.

Securities with a fair market value determined by the mean of the bid and ask prices provided by a syndicate
bank or principal market maker. These securities have limited trading volume and are not listed on a national
exchange. The syndicate bank or principal market maker is the active exchange for such securities.

Restricted securities that represent Level 2 categorization under SFAS No. 157. Securities are valued using

prices provided by a principal market maker, syndicate bank or an independent pricing service as more fully
described in Note 2 — Significant Accounting Policies.
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7. Option Contracts

Transactions in call option contracts for the nine months ended August 31, 2009 were as follows:

Number of
Contracts Premium
Options outstanding at beginning of Period............cccovrrinvrrnccscnennn, 400 $ 50
OPLIONS WIITEEN ..ot st 87,534 13,713
Options written and subsequently repurchased..........ccccceoeveverieveninseenenen, (46,396) (7,064)
(@] o)1 T0] =Y (=T (o 11T o S (32,652) (5,100)
(@] o4 T0] 0= Y4 o1 (=T SRS (5,636) (909)
Options outstanding at end of Period ..........ccccocvvvvieiiciiicie i 3,250 $ 690

SFAS No. 161. In March 2008, the FASB issued SFAS No. 161, Disclosures about Derivative Instruments
and Hedging Activities. This standard amends and expands the disclosure requirements of SFAS No. 133,
Accounting for Derivative Instruments and Hedging Activities, to illustrate how and why an entity uses derivative
instruments; how derivative instruments and related hedged items are accounted for under SFAS No. 133; and how
derivative instruments and related hedged items affect an entity’s financial position, financial performance and cash
flows. SFAS No. 161 is effective for financial statements issued for fiscal years beginning after November 15, 2008
and interim periods within those fiscal years. As of December 1, 2008, the Fund adopted SFAS No. 161.

The Fund is exposed to financial market risks, including changes in interest rates and in the valuations of its
investment portfolio. The Fund may write (sell) call options with the purpose of generating income on non-income
producing securities or reducing its holding of certain securities. A call option on a security is a contract that gives
the holder of the option, in return for a premium, the right to buy from the writer of the option the security
underlying the option at a specified exercise price at any time during the term of the option. The writer of an option
on a security has the obligation upon exercise of the option to deliver the underlying security upon payment of the
exercise price. The successful use of options depends in part on the degree of correlation between the options and
securities. See Note 2 — Significant Accounting Policies for more detail on option contracts written.

The following table sets forth the fair value of the Fund’s derivative instruments.

Derivatives not accounted for as hedging Fair Value as of
instruments under SFAS No. 133 Statement of Assets and Liabilities Location August 31, 2009
Liabilities
Call OPLioNS ...cvvcvvviceeeee e Call option contracts written ..............cccovveeeninnen. $(294)

The following table sets forth the effect of derivative instruments on the Statement of Operations.

For the Nine Months
Ended August 31, 2009
Net Change in

Derivatives not accounted for Net Realized Gains on Unrealized Gains on
as hedging instruments under Location of Gains on Derivatives Derivatives Recognized Derivatives Recognized
SFAS No. 133 Recognized in Income in Income in Income
Call options ........cccoevererennnn. OPLioNS ...ovv e $6,647 $350

8. Investment Transactions

For the nine months ended August 31, 2009, the Fund purchased and sold securities in the amounts of
$466,423 and $432,225 (excluding short-term investments and options), respectively.
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9. Revolving Credit Facility

On June 26, 2009, the Fund entered into a $75,000 unsecured revolving credit facility (the “Credit Facility™)
with a syndicate of lenders. JPMorgan Chase Bank, N.A. was lead arranger of the Credit Facility, and Bank of
America, N.A., UBS Investment Bank and Citibank, N.A. participated in the syndication. The Credit Facility has a
364-day commitment terminating on June 25, 2010. Outstanding loan balances will accrue interest daily at a rate
equal to the one-month LIBOR plus 2.25% per annum based on the Fund’s current asset coverage ratio. The interest
rate may vary between LIBOR plus 2.25% and LIBOR plus 3.50% depending on asset coverage ratios. The Fund
will pay a fee equal to a rate of 0.50% per annum on any unused amounts of the Credit Facility. The Credit Facility
contains various covenants related to other indebtedness, liens and limits on the Fund’s overall leverage.

For the nine months ended and at August 31, 2009, the Fund had no outstanding borrowings under the Credit
Facility.

10. Senior Unsecured Notes

On December 5, 2008, the Fund completed the redemption of $60,000 aggregate principal amount of senior
unsecured fixed rate notes (collectively, the “Senior Unsecured Notes”) at 103% of par value ($1,800 of interest
premium paid). The Fund recognized $387 of expense for the write-off of debt issuance costs associated with this
redemption, as disclosed on our Statement of Operations. The Fund utilized repurchase agreements and cash on
hand to repurchase the Senior Unsecured Notes to comply with the asset coverage ratios required by the 1940 Act.

A summary of the Senior Unsecured Notes before and after the December 5, 2008 redemption, as well as the
key terms of each series, is set forth below.

Principal Fixed
Before Principal Principal Interest
Series Redemption Redeemed Remaining Rate Maturity
A $ 53,000 $44,000 $ 9,000 5.65% 8/13/2011
B 35,000 7,000 28,000 5.90% 8/13/2012
G 137,000 9,000 128,000 6.06% 8/13/2013
Total .o, $225,000 $60,000 $165,000

The Senior Unsecured Notes were issued on August 13, 2008 in a private placement offering to institutional
accredited investors and are not listed on any exchange or automated quotation system. The Senior Unsecured
Notes contain various covenants of the Fund related to other indebtedness, liens and limits on the Fund’s overall
leverage. Under the 1940 Act and the terms of the Senior Unsecured Notes, the Fund may not declare dividends or
make other distributions on shares of common stock or purchases of such shares if, at any time of the declaration,
distribution or purchase, asset coverage with respect to the outstanding Senior Unsecured Notes would be less than
300%.

The Senior Unsecured Notes are redeemable in certain circumstances at the option of the Fund. The Senior
Unsecured Notes are also subject to a mandatory redemption to the extent needed to satisfy certain requirements if
the Fund fails to meet an asset coverage ratio required by law and is not able to cure the coverage deficiency by the
applicable deadline, or fails to cure a deficiency as stated in the Fund’s rating agency guidelines in a timely manner.
A full copy of the notes purchase agreement can be found on the Fund’s website, www.kaynefunds.com.

The Senior Unsecured Notes are unsecured obligations of the Fund and, upon liquidation, dissolution or
winding up of the Fund, will rank: (1) senior to all the Fund’s outstanding preferred shares; (2) senior to all of the
Fund’s outstanding common shares; (3) on a parity with any unsecured creditors of the Fund and any unsecured
senior securities representing indebtedness of the Fund; and (4) junior to any secured creditors of the Fund.

At August 31, 2009, the Fund was in compliance with all covenants under the Senior Unsecured Notes
agreements.
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11. Common Stock

The Fund has 199,979,000 shares of common stock authorized. Of the 33,592,870 shares of common stock
outstanding at August 31, 2009, KACALP owned 4,000 shares. Transactions in common shares for the nine months
ended August 31, 2009 were as follows:

Shares outstanding at November 30, 2008...........ccccvviviirieiiieieeee e, 32,601,414
Shares issued through reinvestment of dividends and distributions.............cc.cceceveninne, 991,456
Shares outstanding at August 31, 2009 ........ccceieririiiiere e, 33,592,870

12. Subsequent Events

We have evaluated subsequent events through October 29, 2009, the date the Fund’s financial statements
were issued.

On September 15, 2009, the Fund declared its quarterly distribution of $0.48 per common share for the period
June 1, 2009 through August 31, 2009 for a total of $16,125. The distribution was paid on October 9, 2009 to
shareholders of record on October 5, 2009. Of this total, pursuant to the Fund’s dividend reinvestment plan, $4,411
was reinvested into the Fund and 224,139 shares of common stock were newly issued.
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