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PROSPECTUS
FEBRUARY 24, 1994

Dean Witter Utilities Fund (the "Fund") is an open-end
diversified management investment company, whose investment objective is to
provide current income and long-term growth of income and capital. The Fund
seeks to achieve its investment objective by investing in equity and
fixed-income securities of companies engaged in the public utilities industry.
See "Investment Objective and Policies.”

Shares of the Fund are continuously offered at net asset value.
However, redemptions and/or repurchases are subject in most cases to a
contingent deferred sales charge, scaled down from 5% to 1% of the amount
redeemed, if made within six years of purchase, which charge will be paid to the
Fund's Distributor, Dean Witter Distributor Inc. (See "Redemptions and
Repurchases--Contingent Deferred Sales Charge.") In addition, the Fund pays the
Distributor a distribution fee pursuant to a Rule 12b-1 Plan of Distribution at
the annual rate of 1% of the lesser of the (i) average daily aggregate net sales
or (ii) average daily net assets of the Fund. (See "Purchase of Fund Shares--
Plan of Distribution.™)

This Prospectus sets forth concisely the information you should
know before investing in the Fund. It should be read and retained for future
reference. Additional information about the Fund is contained in the Statement
of Additional Information, dated February 24, 1994, which has been filed with
the Securities and Exchange Commission, and which is available at no charge upon
request of the Fund at the address or telephone numbers listed below. The
Statement of Additional Information is incorporated herein by reference.

DEAN WITTER

UTILITIES FUND

TWO WORLD TRADE CENTER
NEW YORK, NEW YORK 10048
(212) 392-2550 OR

(800) 526-3143
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SHARES OF THE FUND ARE NOT DEPOSITS OR OBLIGATIONS OF, OR GUARANTEED OR ENDORSED
BY, ANY BANK, AND THE SHARES ARE NOT FEDERALLY INSURED BY THE FEDERAL DEPOSIT
INSURANCE CORPORATION, THE FEDERAL RESERVE BOARD, OR ANY OTHER AGENCY.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND
EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION NOR HAS THE SECURITIES
AND EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION PASSED UPON THE
ACCURACY OR ADEQUACY OF THIS PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENSE.

Dean Witter Distributors Inc.

Distributor

PROSPECTUS SUMMARY

<TABLE>

<S> <C>

The The Fund is organized as a Trust, commonly known as a

Fund Massachusetts business trust, and is an open-end, diversified
management investment company. The Fund invests in equity and
fixed-income securities of companies engaged in the public
utilities industry.

</TABLE>

<TABLE>

<S> <C>

Shares Shares of beneficial interest with $0.01 par value (see page 15).

Offered
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</TABLE>

<TABLE>

<S> <C>

Offering At net asset value without sales charge (see page 8). Shares

Price redeemed within six years of purchase are subject to a contingent
deferred sales charge under most circumstances (see page 11).

</TABLE>

<TABLE>

<S> <C>

Minimum The minimum initial investment is $1,000 and the minimum

Purchase subsequent investment is $100 (see page 8).

</TABLE>

<TABLE>

<S> <C>

Investment The investment objective of the Fund is to provide current income

Objective and long-term growth of income and capital.

</TABLE>

<TABLE>

<S> <C>

Investment Dean Witter InterCapital Inc., the Investment Manager of the

Manager Fund, and its wholly-owned subsidiary, Dean Witter Services
Company Inc., serve in various investment management, advisory,
management and administrative capacities to eighty-one investment
companies and other portfolios with assets of approximately $71.2
billion at December 31, 1993.

</TABLE>

<TABLE>

<S> <C>

Management The Investment Manager receives a monthly fee at the annual rate

Fee of 0.65% of daily net assets up to $500 million, scaled down at
various asset levels to 0.45% of the Fund's daily net assets on
assets exceeding $3.5 billion (see page 5).

</TABLE>

<TABLE>

<S> <C>

Dividends Dividends from net investment income are declared and paid
quarterly. Distributions from net short-term and long-term
capital gains are paid at least annually. Dividends and capital
gains distributions are automatically reinvested in additional
shares at net asset value unless the shareholder elects to
receive cash (see page 14).

</TABLE>

<TABLE>

<S> <C>

Distributor Dean Witter Distributors Inc. (the "Distributor"). For its

and services as Distributor, which include payment of sales

Distribution commissions to account executives and various other promotional

Fee and sales related expenses, the Distributor receives from the
Fund a distribution fee accrued daily and payable monthly at the
rate of 1% per annum of the lesser of (i) the Fund's average
daily aggregate net sales or (ii) the Fund's average daily net
assets. This fee compensates the Distributor for services
provided in distributing shares of the Fund and for sales related
expenses. The Distributor also receives the proceeds of any
contingent deferred sales charges (see page 9).

</TABLE>

<TABLE>

<S> <C>
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Redemption- At net asset value; redeemable involuntarily if total value of

Contingent the account is less than $100. Although no commission or sales
Deferred load is imposed upon the purchase of shares, a contingent

Sales deferred sales charge (scaled down from 5% to 1%) is imposed on
Charge any redemption of shares if after such redemption the aggregate

current value of an account with the Fund falls below the
aggregate amount of the investor's purchase payments made during
the six years preceding the redemption. However, there is no
charge imposed on redemption of shares purchased through
reinvestment of dividends or distributions (see page 10).

</TABLE>

<TABLE>

<S> <C>

Special The net asset value of the Fund's shares will fluctuate with
Risk changes in the market value of its portfolio securities. The

Considerations public utilities industry has certain characteristics and risks,
and developments within that industry will affect the Fund's
portfolio (see page 7). The value of public utility debt
securities (and, to a lesser extent, equity securities) tends to
have an inverse relationship to the movement of interest rates.

</TABLE>

THE ABOVE IS QUALIFIED IN ITS ENTIRETY BY THE DETAILED INFORMATION APPEARING
ELSEWHERE IN THIS PROSPECTUS AND IN THE STATEMENT OF ADDITIONAL INFORMATION.

The following table illustrates all expenses and fees that a shareholder of
the Fund will incur. The expenses and fees set forth in the table are for the
fiscal year ended December 31, 1993.

<TABLE>
<CAPTION>

<S> <C>
Maximum Sales Charge Imposed On PUIXChasSesS. ...ttt ittt inininnnnnnns None
Maximum Sales Charge Imposed on Reinvested Dividends............ciiiiiiiiinenn.n None

Deferred Sales Charge
(as a percentage of the lesser of original purchase price or redemption
PLOCEEAS) v ettt et e et e et e et e et e e e et e 5.0%
A deferred sales charge is imposed at the following declining rates:
</TABLE>

<TABLE>

<CAPTION>

YEAR SINCE PURCHASE PERCENTAGE OF
PAYMENT MADE AMOUNT REDEEMED

<S> <C>

0 o 5.0%
1 Y o]0 o Y 4.0%

0 T I 3.0%
@ o o 2.0%

T o 2.0%

S o 1.0%

Seventh and thereafter...... ... ... None

J ST @ 1T 113 o e e Yo N Y None

EXChange FeE. .ttt ittt it ittt ittt eeennn None

</TABLE>

<TABLE>

<CAPTION>

ANNUAL FUND OPERATING EXPENSES (AS A PERCENTAGE OF AVERAGE NET ASSETS)

<S>

L0 o8 o a4 1= o= =
Total Fund Operating ERDEIMSE S . v vttt it ittt et e et e et et e et e et e et e et e e e et e et eaeeaeeaeeaeeaeeaeeaneaneas

<FN>

* A PORTION OF THE 12B-1 FEE EQUAL TO 0.25% OF THE FUND'S AVERAGE DAILY NET
ASSETS IS CHARACTERIZED AS A SERVICE FEE WITHIN THE MEANING OF NATIONAL
ASSOCIATION OF SECURITIES DEALERS, INC. ("NASD") GUIDELINES.

</TABLE>
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<TABLE>

<CAPTION>
EXAMPLE 1 YEAR 3 YEARS 5 YEARS 10 YEARS
<S> <C> <C> <C> <C>
You would pay the following expenses on a

$1,000 investment, assuming (1) 5% annual

return and (2) redemption at the end of

each time period.....veviiiininnennnnn. $ 65 S 76 $ 100 S 174

You would pay the following expenses on the

same investment,

assuming no redemption..........c.oeeuiinnn. $ 15 S 46 S 80 S 174
</TABLE>

THE ABOVE EXAMPLE SHOULD NOT BE CONSIDERED A REPRESENTATION OF PAST OR
FUTURE EXPENSES OR PERFORMANCE. ACTUAL EXPENSES OF THE FUND MAY BE GREATER OR
LESS THAN THOSE SHOWN.

The purpose of this table is to assist the investor in understanding the
various costs and expenses that an investor in the Fund will bear directly or
indirectly. For a more complete description of these costs and expenses, see
"The Fund and its Management," "Plan of Distribution" and "Redemptions and
Repurchases."

Long-term shareholders of the Fund may pay more in sales charges and
distribution fees than the economic equivalent of the maximum front-end sales
charges permitted by the NASD.

FINANCIAL HIGHLIGHTS

The following ratios and per share data for a share of beneficial interest
outstanding throughout each period have been audited by Price Waterhouse,
independent accountants. The financial highlights should be read in conjunction
with the financial statements, notes thereto, and the unqualified report of the
independent accountants which are contained in the Statement of Additional
Information. Further information about the performance of the Fund is contained
in the Fund's Annual Report to Shareholders, which may be obtained without
charge upon request to the Fund.

<TABLE>
<CAPTION>

FOR THE YEAR ENDED DECEMBER 31

’

<S> <C> <C> <C> <C>
PER SHARE OPERATING
PERFORMANCE:
Net asset value, beginning of
period.....ouiiiiiiiiiin. S 13.37 $ 12.93 $ 11.48 S

Net investment income....... 0.61 0.63 0.65
Net realized and unrealized
gain (loss) on
investments................ 1.09 0.47 1.45 (

Total from investment
operations.................. 1.70 1.10 2.10 (

Less dividends and
distributions:
Dividends from net
investment income.......... (0.61) (0.63) (0.65) (
Distributions from net
realized gains on
investments................ (0.12) (0.03) 0.00 (

Total dividends and
distributions............... (0.73) (0.66) (0.65) (

Net asset value, end of

TOTAL INVESTMENT RETURN+ .....
RATIOS/SUPPLEMENTAL DATA:
Net assets, end of period (in
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thousands) .................. $ 3,881,114 $ 2,925,831 $ 1,959,042 $ 1,369,038

Ratio of expenses to average

net assets........ ... 1.46 % 1.59 % 1.59 %
Ratio of net investment income
to average net assets....... 4.32 % 5.05 % 5.58 %
Portfolio turnover rate....... 16 % 14 % 13 %
<FN>
* DATE OF COMMENCEMENT OF OPERATIONS.
+ DOES NOT REFLECT THE DEDUCTION OF SALES LOAD.
(1) NOT ANNUALIZED.
(2) ANNUALIZED.
</TABLE>
See Notes to Financial Statements
4
THE FUND AND ITS MANAGEMENT
Dean Witter Utilities Fund (the "Fund") is an open-end, diversified
management investment company. The Fund is a trust of the type commonly known as
a "Massachusetts Dbusiness trust" and was organized under the laws of

Massachusetts on December 8, 1987.

Dean Witter InterCapital Inc. ("InterCapital" or the "Investment Manager"),
whose address is Two World Trade Center, New York, New York 10048, is the Fund's
Investment Manager. The Investment Manager, which was incorporated in July,
1992, is a wholly-owned subsidiary of Dean Witter Discover & Co. ("DWDC"), a
balanced financial services organization providing a broad range of nationally
marketed credit and investment products.

InterCapital and its wholly-owned subsidiary, Dean Witter Services Company
Inc., serve 1in various investment management, advisory, management and
administrative capacities to eighty-one investment companies, twenty-nine of
which are listed on the New York Stock Exchange, with combined total assets of
approximately $71.2 billion at December 31, 1993. The Investment Manager also
manages and advises portfolios of pension plans, other institutions and
individuals which aggregated approximately $2.0 billion at such date.

The Fund has retained the Investment Manager to provide administrative
services, manage its business affairs and manage the investment of the Fund's
assets. InterCapital has retained Dean Witter Services Company Inc. to perform
the aforementioned administrative services for the Fund.

As full compensation for the services and facilities furnished to the Fund
and for expenses of the Fund assumed by the Investment Manager, the Fund pays
the Investment Manager monthly compensation calculated daily by applying the
following annual rates to the net assets of the Fund as of the close of each
business day: 0.65% of the portion of the daily net assets not exceeding $500
million, scaled down at various asset levels to 0.45% of the portion of daily
net assets exceeding $3.5 billion. For the fiscal year ended December 31, 1993,
the Fund accrued total compensation to the Investment Manager amounting to 0.52%
of the Fund's average daily net assets and the Fund's total expenses amounted to
1.46% of the Fund's average daily net assets.

INVESTMENT OBJECTIVE AND POLICIES

The investment objective of the Fund is to provide current income and
long-term growth of income and capital. This objective 1is fundamental and may
not be changed without shareholder approval. There can be no assurance that the
investment objective will be achieved. The Fund seeks to achieve its investment
objective by investing primarily in equity and fixed-income securities of
companies engaged in the public utilities industry. The term "public utilities
industry" consists of companies engaged in the manufacture, production,
generation, transmission, sale and distribution of gas and electric energy, as
well as companies engaged in the communications field, including telephone,
telegraph, satellite, microwave and other companies providing communication
facilities for the public, but excluding public broadcasting companies.

The Fund invests in both equity securities (common stocks and securities
convertible into common stock) and fixed income securities (bonds and preferred
stock) in the public utilities industry. The Fund does not have any set policies
to concentrate within any particular segment of the utilities industry.

Fixed-income securities in which the Fund may invest are debt securities and
preferred stocks, which are rated at the time of purchase Baa or better by

Moody's 1Investors Service, Inc. ("Moody's") or BBB or Dbetter by Standard &
Poor's Corporation ("S&P"), or which, 1if unrated, are deemed to be of
5
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comparable quality by the Fund's Trustees. The Fund may also purchase equity and
fixed-income securities issued by foreign issuers.

Investments in fixed-income securities rated either BBB by S&P or Baa by
Moody's (the lowest credit ratings designated "investment grade") may have
speculative characteristics and, therefore, changes in economic conditions or
other circumstances are more likely to weaken their capacity to make principal
and interest payments than would be the case with investments in securities with
higher «credit ratings. If a fixed-income security held by the Fund is rated BBB
or Baa and is subsequently downgraded by a rating agency, the Fund will retain
such security in its portfolio until the Investment Manager determines that it
is practicable to sell the security without undue market or tax consequences to
the Fund. In the event that such downgraded securities constitute 5% or more of
the Fund's total assets, the Investment Manager will sell immediately securities
sufficient to reduce the total to below 5%.

While the Fund will invest primarily in the securities of public utility
companies, under ordinary circumstances it may invest up to 35% of its total
assets in U.S. Government securities (securities issued or guaranteed as to
principal and interest by the United States or its agencies and
instrumentalities), money market instruments, repurchase agreements and options
and futures, as described below. U.S. Government securities 1in which the Fund
may invest include zero coupon securities.

There may be periods during which, in the opinion of the Investment Manager,
market conditions warrant reduction of some or all of the Fund's securities
holdings. During such periods, the Fund may adopt a temporary "defensive"
posture in which greater than 35% of its net assets are invested in cash or
money market instruments.

REPURCHASE AGREEMENTS. The Fund may enter into repurchase agreements, which
may be viewed as a type of secured lending by the Fund, and which typically
involve the acquisition by the Fund of debt securities from a selling financial
institution such as a bank, savings and loan association or broker-dealer. The
agreement provides that the Fund will sell back to the institution, and that the
institution will repurchase, the underlying security at a specified price and at
a fixed time in the future, usually not more than seven days from the date of
purchase. While repurchase agreements involve certain risks not associated with
direct investments in debt securities, the Fund follows procedures designed to
minimize those risks.

WHEN-ISSUED AND DELAYED DELIVERY SECURITIES AND FORWARD COMMITMENTS. From
time to time, in the ordinary course of business, the Fund may purchase
securities on a when-issued or delayed delivery basis or may purchase or sell
securities on a forward commitment basis. When such transactions are negotiated,
the price is fixed at the time of the commitment, but delivery and payment can
take place a month or more after the date of the commitment.

WHEN, AS AND IF ISSUED SECURITIES. The Fund may purchase securities on a
"when, as and if issued" basis under which the issuance of the security depends
upon the occurrence of a subsequent event, such as approval of a merger,
corporate reorganization, leveraged buyout or debt restructuring.

FOREIGN SECURITIES. The Fund may invest up to 10% of the value of its total
assets, at the time of purchase, in securities issued by foreign issuers.
Foreign securities investments may be affected by changes in currency rates or
exchange control regulations, changes in governmental administration or economic
or monetary policy (in the United States and abroad) or changed circumstances in
dealings between nations. Costs may be incurred in connection with conversions
between various currencies held by the Fund.

PUBLIC UTILITIES INDUSTRY

The public utilities industry as a whole has certain characteristics and
risks particular to that industry. Unlike industrial companies, the rates which
utility companies may charge their customers generally are subject to review and
limitation by governmental regulatory commissions. Although

6

rate changes of a utility wusually fluctuate 1in approximate correlation with
financing costs, due to political and regulatory factors rate changes ordinarily
occur only following a delay after the changes in financing costs. This factor
will tend to favorably affect a utility company's earnings and dividends in
times of decreasing costs, but conversely will tend to adversely affect earnings
and dividends when costs are rising. In addition, the value of public wutility
debt securities (and, to a lesser extent, equity securities) tends to have an
inverse relationship to the movement of interest rates.

Among the risks affecting the utilities industry are the following: risks of
increases in fuel and other operating costs; the high cost of borrowing to
finance capital construction during inflationary periods; restrictions on
operations and increased costs and delays associated with compliance with
environmental and nuclear safety regulations; the difficulties involved in
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obtaining natural gas for resale or fuel for generating electricity at
reasonable prices; the risks in connection with the construction and operation
of nuclear power plants; the effects of energy conservation and the effects of
regulatory changes, such as the possible adverse effects on profits of recent
increased competition among telecommunications companies and the uncertainties
resulting from such companies' diversification into new domestic and
international businesses, as well as agreements by many such companies linking
future rate increases to inflation or other factors not directly related to the
actual operating profits of the enterprise.

PORTFOLIO MANAGEMENT

The Fund's portfolio is actively managed by its Investment Manager with a
view to achieving the Fund's investment objective. In determining which
securities to purchase for the Fund or hold in the Fund's portfolio, the
Investment Manager will rely on information from various sources, including
research, analysis and appraisals of brokers and dealers, including Dean Witter
Reynolds 1Inc. ("DWR"), a broker-dealer affiliate of InterCapital, the views of
Trustees of the Fund and others regarding economic developments and interest
rate trends, and the Investment Manager's own analysis of factors it deems
relevant. The Fund's portfolio 1is managed within InterCapital's Large
Capitalization Equities Group, which manages twenty-four equity funds and fund
portfolios with approximately $16.3 billion in assets as of December 31, 1993.
Edward F. Gaylor, Senior Vice President of InterCapital and a member of
InterCapital's Large Capitalization Equity Group, has been the primary portfolio
manager of the Fund since its inception and has been a portfolio manager at
InterCapital for over five years.

Orders for transactions in portfolio securities and commodities are placed
for the Fund with a number of brokers and dealers, including DWR. Pursuant to an
order of the Securities and Exchange Commission, the Fund may effect principal
transactions in certain money market instruments with DWR. In addition, the Fund
may incur brokerage commissions on transactions conducted through DWR.

Except as specifically noted, the Fund's investment policies and practices
discussed above are not fundamental policies of the Fund and, as such, may be
changed without shareholder approval.

The investment restrictions listed Dbelow are among the restrictions which
have been adopted by the Fund as fundamental policies. A fundamental policy may
not be changed without the vote of the Fund's shareholders.

The Fund may not:

1. Invest more than 5% of the wvalue of its total assets in the
securities of any one issuer (other than obligations issued or guaranteed by
the United States Government, its agencies or instrumentalities).

2. Purchase more than 10% of all outstanding voting securities or any
class of securities of any one issuer.

3. Invest 25% or more of the value of its total assets in securities of
issuers in any one industry, except that the Fund will concentrate in the
public wutilities industry. This restriction does not apply to obligations
issued or guaranteed Dby the United States Government or 1its agencies or
instrumentalities.

4. Invest more than 10% of 1ts total assets 1in "illiquid securities"
(securities for which market quotations are not readily available) and
repurchase agreements which have a maturity of longer than seven days.

5. Invest more than 5% of the value of its total assets in securities of
issuers having a record, together with predecessors, of less than three
years of continuous operation. This restriction shall not apply to any
obligation issued or guaranteed by the United States Government, its
agencies or instrumentalities.

PURCHASE OF FUND SHARES

The Fund offers its shares for sale to the public on a continuous basis.
Pursuant to a Distribution Agreement between the Fund and Dean Witter
Distributors Inc. (the "Distributor"), an affiliate of the Investment Manager,
shares of the Fund are distributed by the Distributor and offered by DWR and
other brokers and dealers who have entered into agreements with the Distributor
("Selected Broker-Dealers"). The principal executive office of the Distributor
is located at Two World Trade Center, New York, New York 10048.

The minimum initial purchase is $1,000 and subsequent purchases of $100 or
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more may be made by sending a check, payable to Dean Witter Utilities Fund,
directly to Dean Witter Trust Company (the "Transfer Agent") at P.O. Box 1040,
Jersey City, NJ 07303 or by contacting an account executive of DWR or other
Selected Broker-Dealer. 1In the case of investments pursuant to Systematic
Payroll Deduction Plans (including Individual Retirement Plans), the Fund, in
its discretion, may accept investments without regard to any minimum amounts
which would otherwise be required if the Fund has reason to Dbelieve that
additional investments will increase the investment in all accounts under such
Plans to at least $1,000. Certificates for shares purchased will not be issued
unless a request is made by the shareholder in writing to the Transfer Agent.

Shares of the Fund are sold through the Distributor on a normal five
business day settlement basis; that is, payment is due on the fifth business day
(settlement date) after the order is placed with the Distributor. Shares of the
Fund purchased through the Distributor are entitled to any dividends declared
beginning on the next business day following settlement date. Since DWR and
other Selected Broker-Dealers forward investors' funds on settlement date, they
will Dbenefit from the temporary use of the funds if payment is made prior
thereto. Shares purchased through the Transfer Agent are entitled to any
dividends declared beginning on the next business day following receipt of an
order. As noted above, orders placed directly with the Transfer Agent must be
accompanied by payment. The offering price will be the net asset value per share
next determined following receipt of an order (see "Determination of Net Asset

Value"). While no sales charge 1is imposed at the time shares are purchased, a
contingent deferred sales charge may be imposed at the time of redemption (see
"Redemptions and Repurchases"). The Fund and the Distributor reserve the right

to reject any purchase orders.
PLAN OF DISTRIBUTION

The Fund has adopted a Plan of Distribution pursuant to Rule 12b-1 under the
Act (the "Plan"), under which the Fund pays the Distributor a fee, which is
accrued daily and payable monthly, at an annual rate of 1% of the lesser of: (a)
the average daily aggregate gross sales of the Fund's shares since the inception
of the Fund (not including rein-

vestments of dividends or capital gains distributions), less the average daily
aggregate net asset wvalue of the Fund's shares redeemed since the Fund's
inception upon which a contingent deferred sales charge has been imposed or
waived; or (b) the Fund's average daily net assets. This fee is treated by the
Fund as an expense in the year it is accrued. Amounts paid under the Plan are
paid to the Distributor to compensate it for the services provided and the
expenses borne by the Distributor and others in the distribution of the Fund's
shares, 1including the payment of commissions for sales of the Fund's shares and
incentive compensation to and expenses of DWR's account executives and others
who engage 1in or support distribution of shares or who service shareholder
accounts, including overhead and telephone expenses; printing and distribution
of prospectuses and reports used in connection with the offering of the Fund's
shares to other than current shareholders; and preparation, printing and
distribution of sales 1literature and advertising materials. In addition, the
Distributor may utilize fees paid pursuant to the Plan to compensate DWR and
other Selected Broker-Dealers for their opportunity costs in advancing such
amounts, which compensation would be in the form of a carrying charge on any
unreimbursed expenses incurred.

For the fiscal year ended December 31, 1993, the Fund accrued payments under
the Plan amounting to $29,856,959, which amount is equal to .83% of the Fund's
average daily net assets for the fiscal year. The payments accrued under the
Plan were calculated pursuant to clause (a) of the compensation formula under
the Plan. Of the amount accrued under the Plan, 0.25% of the Fund's average net
assets is characterized as a service fee within the meaning of NASD guidelines.

At any given time, the Distributor may incur expenses in distributing shares
of the Fund which may be in excess of the total of (i) the payments made by the
Fund pursuant to the Plan, and (ii) the proceeds of contingent deferred sales
charges paid by investors wupon the redemption of shares (see "Redemptions and
Repurchases--Contingent Deferred Sales Charge"). For example, if $1 million in
expenses 1in distributing shares of the Fund had been incurred and $750,000 had
been received as described in (i) and (ii) above, the excess expense would
amount to $250,000. The Distributor has advised the Fund that the excess
distribution expenses, including the carrying charge described above, totalled
$116,843,183 at December 31, 1993, which equalled 3.01% of the Fund's net assets
at such date. Because there 1is no requirement under the Plan that the
Distributor be reimbursed for all expenses or any requirement that the Plan Dbe
continued from year to year, such excess amount, if any, does not constitute a
liability of the Fund. Although there is no legal obligation for the Fund to pay
expenses incurred in excess of payments made to the Distributor under the Plan
and the proceeds of contingent deferred sales charges paid by investors upon
redemption of shares, 1if for any reason the Plan 1is terminated, the Trustees
will consider at that time the manner in which to treat such expenses. Any
cumulative expenses incurred, but not yet recovered through distribution fees or
contingent deferred sales charges, may or may not be recovered through future
distribution fees or contingent deferred sales charges.
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DETERMINATION OF NET ASSET VALUE

The net asset value per share of the Fund is determined once daily at 4:00
p.m., New York time, on each day that the New York Stock Exchange is open by
taking the value of all assets of the Fund, subtracting all its liabilities,
dividing by the number of shares outstanding and adjusting to the nearest cent.
The net asset value per share will not be determined on Good Friday and on such
other federal and non-federal holidays as are observed by the New York Stock
Exchange.

In the calculation of the Fund's net asset value: (1) an equity portfolio
security listed or traded on the New York or American Stock Exchange is valued
at 1its latest sale price on that exchange (if there were no sales that day, the
security is valued at the closing bid price); and (2) all other portfolio
securities for which over-the-counter market quotations are readily available
are valued at the latest bid price. When market quotations are not readily
available,

including circumstances under which it is determined by the Investment Manager
that sale or Dbid prices are not reflective of a security's market value,
portfolio securities are valued at their fair value as determined in good faith
under procedures established by and under the general supervision of the Board
of Trustees.

Short-term debt securities with remaining maturities of sixty days or less
at the time of purchase are valued at amortized cost, unless the Trustees
determine such does not reflect the securities' market value, 1in which case
these securities will be valued at their fair wvalue as determined by the
Trustees.

Certain securities in the Fund's portfolio may be valued by an outside
pricing service approved by the Fund's Trustees. The pricing service utilizes a
matrix system incorporating security quality, maturity and coupon as the
evaluation model parameters, and/or research evaluations by its staff, including
review of broker-dealer market price quotations, in determining what it believes
is the fair wvaluation of the portfolio securities valued by such pricing
service.

SHAREHOLDER SERVICES

AUTOMATIC INVESTMENT OF DIVIDENDS AND DISTRIBUTIONS. All income dividends
and capital gains distributions are automatically paid in full and fractional
shares of the Fund (or, 1if specified by the shareholder, any other open-end
investment company for which InterCapital serves as investment manager
(collectively, with the Fund, the "Dean Witter Funds")), unless the shareholder
requests that they be paid in cash. Shares so acquired are not subject to the
imposition of a contingent deferred sales charge upon their redemption (see
"Redemptions and Repurchases").

INVESTMENT OF DISTRIBUTIONS RECEIVED IN CASH. Any shareholder who receives a
cash payment representing a dividend or capital gains distribution may invest
such dividend or distribution at the net asset value per share next determined
after receipt by the Transfer Agent, by returning the check or the proceeds to
the Transfer Agent within thirty days after the payment date. Shares so acquired
are not subject to the imposition of a contingent deferred sales charge upon
their redemption (see "Redemptions and Repurchases").

EASYINVEST SM. Shareholders may subscribe to EasyInvest, an automatic
purchase plan which provides for any amount from $100 to $5,000 to be
transferred automatically from a checking or savings account, on a semi-monthly,
monthly or quarterly basis, to the Transfer Agent for investment in shares of
the Fund.

SYSTEMATIC WITHDRAWAL PLAN. A systematic withdrawal plan (the "Withdrawal
Plan") 1is available for shareholders who own or purchase shares of the Fund
having a minimum value of $10,000 based upon the then current net asset value.
The Withdrawal Plan provides for monthly or quarterly (March, June, September
and December) checks 1in any amount, not less than $25, or 1in any whole
percentage of the account balance, on an annualized basis. Any applicable
contingent deferred sales charge will be imposed on shares redeemed under the
Withdrawal Plan (See "Redemptions and Repurchases--Contingent Deferred Sales
Charge"). Therefore, any shareholder participating in the Withdrawal Plan will
have sufficient shares redeemed from his or her account so that the proceeds
(net of any applicable contingent deferred sales charge) to the shareholder will
be the designated monthly or quarterly amount.

Shareholders should contact their DWR or other Selected Broker-Dealer
account executive or the Transfer Agent.

EXCHANGE PRIVILEGE
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The Fund makes available to its shareholders an "Exchange Privilege"
allowing the exchange of shares of the Fund for shares of other Dean Witter
Funds sold with a contingent deferred sales charge ("CDSC funds"), and for
shares of Dean Witter Short-Term U.S. Treasury Trust, Dean Witter Limited Term
Municipal Trust, Dean Witter Short-Term Bond Fund and five Dean Witter Funds
which are money market funds (the foregoing eight non-CDSC funds are hereinafter
referred to as the "Exchange Funds"). Exchanges may be made after the shares of
the Fund acquired by purchase (not by exchange or dividend reinvestment) have
been held for thirty days. There is no waiting

10
period for exchanges of shares acquired by exchange or dividend reinvestment.

An exchange to another CDSC fund or any Exchange Fund that is not a money
market fund is on the basis of the next calculated net asset value per share of
each fund after the exchange order is received. When exchanging into a money
market fund from the Fund, shares of the Fund are redeemed out of the Fund at
their next calculated net asset value and the proceeds of the redemption are
used to purchase shares of the money market fund at their net asset wvalue
determined the following day. Subsequent exchanges between any of the money
market funds and any of the CDSC funds can be effected on the same basis. No
contingent deferred sales charge ("CDSC") is imposed at the time of any
exchange, although any applicable CDSC will be imposed upon ultimate redemption.
Shares of the Fund acquired in exchange for shares of another CDSC Fund having a
different CDSC schedule than that of this Fund will Dbe subject to the CDSC
schedule of this Fund, even if such shares are subsequently re-exchanged for
shares of the CDSC fund originally purchased. During the period of time the
shareholder remains in the Exchange Fund (calculated from the last day of the
month in which the Exchange Fund shares were acquired), the holding period (for
the purpose of determining the rate of the CDSC) is frozen. If those shares are
subsequently reexchanged for shares of a CDSC fund, the holding period
previously frozen when the first exchange was made resumes on the last day of
the month in which shares of a CDSC fund are reacquired. Thus, the CDSC is based
upon the time (calculated as described above) the shareholder was invested in a
CDSC fund (see "Redemptions and Repurchases--Contingent Deferred Sales Charge").
However, in the case of shares of the Fund exchanged into an Exchange Fund, upon
a redemption of shares which results in a CDSC being imposed, a credit (not to
exceed the amount of the CDSC) will be given in an amount equal to the Exchange
Fund 12b-1 distribution fees, if any, incurred on or after the date which are
attributable to those shares. (Exchange Fund 12b-1 distribution fees are
described in the prospectuses for those funds.)

In addition, shares of the Fund may be acquired in exchange for shares of
Dean Witter Funds sold with a front-end sales charge ("front-end sales charge
funds"), but shares of the Fund, however acquired, may not be exchanged for
shares of front-end sales charge funds. Shares of a CDSC fund acquired in
exchange for shares of a front-end sales charge fund (or in exchange for shares
of other Dean Witter Funds for which shares of a front-end sales charge fund
have been exchanged) are not subject to any CDSC upon their redemption.

Purchases and exchanges should be made for investment purposes only. A
pattern of frequent exchanges may be deemed by the Investment Manager to be
abusive and contrary to the best interests of the Fund's other shareholders and,
at the Investment Manager's discretion, may be limited by the Fund's refusal to
accept additional purchases and/ or exchanges from the investor. Although the
Fund does not have any specific definition of what constitutes a pattern of
frequent exchanges, and will consider all relevant factors in determining
whether a particular situation is abusive and contrary to the best interests of
the Fund and its other shareholders, investors should be aware that the Fund and
each of the other Dean Witter Funds may in their discretion limit or otherwise
restrict the number of times this Exchange Privilege may be exercised by any
investor. Any such restriction will be made by the Fund on a prospective Dbasis
only, wupon notice to the shareholder not later than ten days following such
shareholder's most recent exchange.

The Exchange Privilege may be terminated or revised at any time by the Fund
and/or any of such Dean Witter Funds for which shares of the Fund have been
exchanged, upon such notice as may be required by applicable regulatory
agencies. Shareholders maintaining margin accounts with DWR or another Selected
Broker-Dealer are referred to their account executive regarding restrictions on
exchange of shares of the Fund pledged in the margin account.

The current prospectus for each fund describes its investment objective (s)
and policies, and shareholders should obtain a copy and examine it carefully
before investing. Exchanges are subject to the minimum investment requirement
and any other conditions imposed by each fund. An exchange will be treated for
federal income tax purposes the same as a repurchase or redemption of shares, on
which the shareholder may realize a capital gain or loss. However, the ability
to deduct capital losses on an exchange may be limited in situations where there
is an exchange of shares within ninety days after the shares are purchased. The
Exchange Privilege is

11

Copyright © 2012 www.secdatabase.com. All Rights Reserved
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

only available in states where an exchange may legally be made.

If DWR or another Selected Broker-Dealer is the current dealer of record and
its account numbers are part of the account information, shareholders may
initiate an exchange of shares of the Fund for shares of any of the Dean Witter

Funds (for which the Exchange Privilege is available) pursuant to this Exchange
Privilege by contacting their DWR or other Selected Broker-Dealer account
executive (no Exchange Privilege Authorization Form 1is required). Other

shareholders (and those shareholders who are clients of DWR or another Selected
Broker-Dealer but who wish to make exchanges directly by writing or telephoning
the Transfer Agent) must complete and forward to the Transfer Agent an Exchange
Privilege Authorization Form, copies of which may be obtained from the Transfer
Agent, to initiate an exchange. If the Authorization Form is used, exchanges may
be made in writing or by contacting the Transfer Agent at (800) 526-3143 (toll
free). The Fund will employ reasonable procedures to confirm that exchange
instructions communicated over the telephone are genuine. Such procedures may
include requiring various forms of personal identification such as name, mailing
address, social security or other tax identification number and DWR or other
Selected Broker-Dealer account number (if any). Telephone instructions may also
be recorded. If such procedures are not employed, the Fund may be liable for any
losses due to unauthorized or fraudulent instructions.

Telephone exchange instructions will be accepted if received by the Transfer
Agent between 9:00 a.m. and 4:00 p.m., New York time, on any day the New York
Stock Exchange is open. Any shareholder wishing to make an exchange who has
previously filed an Exchange Privilege Authorization Form and who is unable to
reach the Fund by telephone should contact his or her DWR or other
Selected Broker-Dealer account executive, 1f appropriate, or make a written
exchange request. Shareholders are advised that during periods of drastic
economic or market changes, it 1is ©possible that the telephone exchange
procedures may be difficult to implement, although this has not been the case
with the Dean Witter Funds in the past.

Shareholders should contact their DWR or other Selected Broker-Dealer
account executive or the Transfer Agent for further information about the
Exchange Privilege.

REDEMPTION. Shares of the Fund can be redeemed for cash at any time at the
net asset value per share next determined; however, such redemption proceeds may
be reduced by the amount of any applicable contingent deferred sales charges
(see Dbelow). If shares are held in a shareholder's account without a share
certificate, a written request for redemption to the Fund's Transfer Agent at
P.O. Box 983, Jersey City, NJ 07303 is required. If certificates are held by the
shareholders, the shares may be redeemed by surrendering the certificates with a
written request for redemption, along with any additional documentation required
by the Transfer Agent.

CONTINGENT DEFERRED SALES CHARGE. Shares of the Fund which are held for six
years or more after purchase (calculated from the last day of the month in which
the shares were purchased) will not be subject to any charge upon redemption.
Shares redeemed sooner than six years after purchase may, however, be subject to
a charge upon redemption. This charge 1is called a "contingent deferred sales
charge" ("CDSC"), and it will be a percentage of the dollar amount of shares
redeemed and will be assessed on an amount equal to the lesser of the current
market value or the cost of the shares being redeemed. The size of this
percentage will depend upon how long the shares have been held, as set forth in
the table below:

<TABLE>
<CAPTION>
CONTINGENT DEFERRED SALES
YEAR SINCE CHARGE
PURCHASE AS A PERCENTAGE OF AMOUNT
PAYMENT MADE REDEEMED
<S> <C>
o N 5.0 %
ST T o Y 4.0 %
0 5 I Y 3.0 %
@ o o 2.0 %
T o 2.0 %
1S5 o N 1.0 %
Seventh and thereafter........... ... .. . . None
</TABLE>
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A CDSC will not be imposed on (i) any amount which represents an increase in
value of shares purchased within the six years preceding the redemption; (ii)
the current net asset value of shares purchased more than six years prior to the
redemption; and (iii) the current net asset value of shares purchased through
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reinvestment of dividends or distributions and/or shares acquired in exchange
for shares of Dean Witter Funds sold with a front-end sales charge or of other
Dean Witter Funds acquired in exchange for such shares. Moreover, in determining
whether a CDSC is applicable it will Dbe assumed that amounts described in (i),
(ii) and (iii) above (in that order) are redeemed first. In addition, no CDSC
will Dbe imposed on redemptions of shares which were purchased by the employee
benefit plans established by DWR and SPS Transaction Services, Inc. (an
affiliate of DWR) for their employees as qualified under Section 401 (k) of the
Internal Revenue Code.

In addition, the CDSC, if otherwise applicable, will be waived in the case

of: (i) redemptions of shares held at the time a shareholder dies or becomes
disabled, only if the shares are (a) registered either in the name of an
individual shareholder (not a trust), or in the names of such shareholder and

his or her spouse as joint tenants with right of survivorship, or (b) held in a
qualified corporate or self-employed retirement plan, Individual Retirement
Account or Custodial Account under Section 403 (b) (7) of the Internal Revenue
Code, provided in either case that the redemption is requested within one year
of the death or initial determination of disability, and (ii) redemptions in
connection with the following retirement plan distributions: (a) lump-sum or
other distributions from a qualified corporate or self-employed retirement plan
following retirement (or in the case of a "key employee" of a "top heavy" plan,
following attainment of age 59 1/2); (b) distributions from an Individual
Retirement Account or Custodial Account under Section 403 (b) (7) of the Internal
Revenue Code following attainment of age 59 1/2; and (c) a tax-free return of an
excess contribution to an IRA. For the purpose of determining disability, the
Distributor wutilizes the definition of disability contained in Section 72 (m) (7)
of the Internal Revenue Code, which relates to the inability to engage in
gainful employment. All waivers will be granted only following receipt by the
Distributor of confirmation of the investor's entitlement.

REPURCHASE. DWR and other Selected Broker-Dealers are authorized to
repurchase shares represented by a share certificate which is delivered to any
of their offices. Shares held in a shareholder's account without a share

certificate may also be repurchased by DWR and other Selected Broker-Dealers
upon the telephonic or telegraphic request of the shareholder. The repurchase
price is the net asset value next computed (see "Purchase of Fund Shares") after
such repurchase order is received by DWR or other Selected Broker-Dealers,
reduced by any applicable CDSC.

The CDSC, 1if any, will be the only fee imposed by the Fund, the Distributor,
DWR or other Selected Broker-Dealers. The offers by DWR and other Selected
Broker-Dealers to repurchase shares may be suspended without notice by them at
any time. In that event, shareholders may redeem their shares through the Fund's
Transfer Agent as set forth above under "Redemption."

PAYMENT FOR SHARES REDEEMED OR REPURCHASED. Payment for shares presented
for repurchase or redemption will be made by check within seven days after
receipt by the Transfer Agent of the certificate and/or written request in good
order. Such payment may be postponed or the right of redemption suspended under
unusual circumstances. If the shares to be redeemed have recently been purchased
by check, payment of the redemption proceeds may be delayed for the minimum time
needed to verify that the check used for investment has been honored (not more
than fifteen days from the time of receipt of the check by the Transfer Agent).
Shareholders maintaining margin accounts with DWR or another Selected
Broker-Dealer are referred to their account executive regarding restrictions on
redemption of shares of the Fund pledged in the margin account.

REINSTATEMENT PRIVILEGE. A shareholder who has had his or her shares
redeemed or repurchased
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and has not previously exercised this reinstatement privilege may, within thirty
days after the date of the redemption or repurchase, reinstate any portion or
all of the proceeds of such redemption or repurchase in shares of the Fund at
net asset value next determined after a reinstatement request, together with the
proceeds, 1s received by the Transfer Agent and receive a pro-rata credit for
any CDSC paid in connection with such redemption or repurchase.

INVOLUNTARY REDEMPTION. The Fund reserves the right, on sixty days' notice,
to redeem, at their net asset value, the shares of any shareholder (other than
shares held in an Individual Retirement Account or custodial account under
Section 403 (b) (7) of the Internal Revenue Code) whose shares due to redemptions
by the shareholder have a value of less than $100 or such lesser amount as may
be fixed by the Trustees. No CDSC will be imposed on any involuntary redemption.

DIVIDENDS AND DISTRIBUTIONS. The Fund intends to pay quarterly income
dividends and to distribute net short-term and net long-term capital gains, if
any, at 1least once each year. The Fund may, however, determine either to
distribute or to retain all or part of any long-term capital gains in any year
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for reinvestment.

All dividends and any capital gains distributions will be paid in additional
Fund shares and automatically credited to the shareholder's account without
issuance of a share certificate unless the shareholder requests in writing that
all dividends and/or distributions be paid in cash. (See "Shareholder
Services--Automatic Investment of Dividends and Distributions".)

TAXES. Because the Fund intends to distribute all of its net investment
income and capital gains to shareholders and otherwise remain qualified as a
regulated investment company under Subchapter M of the Internal Revenue Code, it
is not expected that the Fund will be required to pay any federal income tax.
Shareholders who are required to pay taxes on their income will normally have to
pay federal income taxes, and any state income taxes, on the dividends and
distributions they receive from the Fund. Such dividends and distributions, to
the extent that they are derived from net investment income or net short-term
capital gains, are taxable to the shareholder as ordinary income regardless of
whether the shareholder receives such payments in additional shares or in cash.

After the end of the calendar year, shareholders will be sent full
information on their dividends and capital gains distributions for tax purposes,
including information as to the portion taxable as long-term capital gains and
the amount of dividends eligible for the Federal dividends received deduction
available to corporations. To avoid Dbeing subject to a 31% federal backup
withholding tax on taxable dividends, capital gains distributions and the
proceeds of redemptions and repurchases, shareholders' taxpayer identification
numbers must be furnished and certified as to their accuracy.

Long-term and short-term capital gains may be generated by the sale of
portfolio securities by the Fund. Distributions of net long-term capital gains,
if any, are taxable to shareholders as long-term capital gains regardless of how
long a shareholder has held the Fund's shares and regardless of whether the
distribution 1is ©received 1in additional shares or in cash. Capital gains
distributions are not eligible for the corporate dividends received deduction.

Shareholders should consult their tax advisers as to the applicability of
the foregoing to their current situation.
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PERFORMANCE INFORMATION

From time to time the Fund may quote its "yield" and/or its "total return"
in advertisements and sales literature. Both the yield and the total return of
the Fund are Dbased on historical earnings and are not intended to indicate
future performance. The yield of the Fund is computed by dividing the Fund's net
investment income over a 30-day period by an average value (using the average
number of shares entitled to receive dividends and the net asset value per share
at the end of the period), all in accordance with applicable regulatory
requirements. Such amount is compounded for six months and then annualized for a
twelve-month period to derive the Fund's yield.

The "average annual total return" of the Fund refers to a figure reflecting
the average annualized percentage increase (or decrease) in the wvalue of an
initial investment in the Fund of $1,000 over a period of one year, and five
years, as well as over the life of the Fund. Average annual total return
reflects all income earned by the Fund, any appreciation or depreciation of the
Fund's assets, all expenses incurred by the Fund and all sales charges which
would be incurred Dby redeeming shareholders, for the period. It also assumes
reinvestment of all dividends and distributions paid by the Fund.

In addition to the foregoing, the Fund may advertise its total return over
different periods of time by means of aggregate, average, year-by-year or other
types of total return figures. The Fund may also advertise the growth of
hypothetical investments of $10,000, $50,000 and $100,000 in shares of the Fund.
Such calculations may or may not reflect the deduction of the contingent
deferred sales charge which, if reflected, would reduce the performance quoted.
The Fund from time to time may also advertise its performance relative to
certain performance rankings and indexes compiled by independent organizations
(such as mutual fund performance rankings of Lipper Analytical Services, Inc.,
the S&P 500 Stock Index and the Dow Jones Industrial Average).

VOTING RIGHTS. All shares of beneficial interest of the Fund are of $0.01
par value and are equal as to earnings, assets and voting privileges.

The Fund is not required to hold Annual Meetings of Shareholders for action
by shareholder vote as may be required by the Act or the Declaration of Trust.
Under ordinary circumstances, the Trustees may be removed by action of the
Trustees or by the shareholders.
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Under Massachusetts law, shareholders of a business trust may, under certain
limited circumstances, be held personally liable as partners for obligations of
the Fund. However, the Declaration of Trust contains an express disclaimer of
shareholder 1liability for acts or obligations of the Fund, requires that notice
of such Fund obligations include such disclaimer, and provides for
indemnification and reimbursement of expenses out of the Fund's property for any
shareholder held personally liable for the obligations of the Fund. Thus, the
risk of a shareholder incurring financial loss on account of shareholder
liability is limited to circumstances in which the Fund itself would be unable
to meet its obligations. Given the above limitations on shareholder personal
liability, and the nature of the Fund's assets and operations, in the opinion of
Massachusetts counsel to the Fund, the risk to Fund shareholders of personal
liability is remote.

SHAREHOLDER INQUIRIES. All inquiries regarding the Fund should be directed
to the Fund at the telephone number or address set forth on the front cover of
this Prospectus.
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STATEMENT OF ADDITIONAL INFORMATION
FEBRUARY 24, 1994 DEAN WITTER
UTILITIES FUND

Dean Witter Utilities Fund (the "Fund") is an open-end, diversified
management investment company whose investment objective is to provide current
income and long-term growth of income and capital. The Fund seeks to attain its
investment objective by investing in equity and fixed-income securities of
companies in the public utilities industry.

A Prospectus for the Fund dated February 24, 1994, which provides the basic
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information you should know Dbefore investing in the Fund, may be obtained
without charge from the Fund at the address or telephone number listed below or
from the Fund's Distributor, Dean Witter Distributors Inc., or from Dean Witter
Reynolds 1Inc. at any of its branch offices. This Statement of Additional
Information is not a Prospectus. It contains information in addition to and more
detailed than that set forth in the Prospectus. It 1s intended to provide
additional information regarding the activities and operations of the Fund, and
should be read in conjunction with the Prospectus.

Dean Witter

Utilities Fund

Two World Trade Center
New York, New York 10048
(212) 392-2550
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THE FUND AND ITS MANAGEMENT
THE FUND

The Fund is a Trust of the type commonly known as a "Massachusetts business
trust" and was organized under the laws of the Commonwealth of Massachusetts on
December 8, 1987.

THE INVESTMENT MANAGER

Dean Witter InterCapital Inc. (the "Investment Manager" or "InterCapital"),
a Delaware corporation, whose address is Two World Trade Center, New York, New
York 10048, is the Fund's Investment Manager. InterCapital 1is a wholly-owned
subsidiary of Dean Witter, Discover & Co. ("DWDC"), a Delaware corporation. 1In
an internal reorganization which took place in January, 1993, InterCapital
assumed the investment advisory, administrative and management activities
previously performed by the InterCapital Division of Dean Witter Reynolds Inc.
("DWR"), a broker-dealer affiliate of InterCapital. (As hereinafter used in this

Statement of Additional Information, the terms "InterCapital" and "Investment
Manager" refer to DWR's InterCapital Division prior to the internal
reorganization and to Dean Witter InterCapital 1Inc. thereafter.) The daily

management of the Fund is conducted by or under the direction of officers of the
Fund and of the Investment Manager, subject to review by the Fund's Board of
Trustees. In addition, Trustees of the Fund provide guidance on economic factors
and interest rate trends. Information as to these Trustees and officers 1is
contained under the caption "Trustees and Officers".

InterCapital 1is also the investment manager (or the investment adviser) of
the following investment companies: Dean Witter Liquid Asset Fund Inc.,
InterCapital Income Securities Inc., InterCapital Insured Municipal Bond Trust,
InterCapital Quality Municipal Investment Trust, InterCapital Insured Municipal
Trust, Dean Witter High Yield Securities Inc., Dean Witter Tax-Free Daily Income
Trust, Dean Witter Developing Growth Securities Trust, Dean Witter Tax-Exempt
Securities Trust, Dean Witter Natural Resource Development Securities Inc., Dean
Witter Dividend Growth Securities Inc., Dean Witter American Value Fund, Dean
Witter U.S. Government Money Market Trust, Dean Witter Variable Investment
Series, Dean Witter World Wide Investment Trust, Dean Witter Select Municipal
Reinvestment Fund, Dean Witter U.S. Government Securities Trust, Dean Witter
California Tax-Free Income Fund, Dean Witter Equity Income Trust, Dean Witter
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New York Tax-Free Income Fund, Dean Witter Convertible Securities Trust, Dean
Witter Federal Securities Trust, Dean Witter Value-Added Market Series, High
Income Advantage Trust, Dean Witter Government Income Trust, Dean Witter Managed

Assets Trust, High Income Advantage Trust II, Dean Witter California Tax-Free
Daily Income Trust, Dean Witter Strategist Fund, High Income Advantage Trust
III, Dean Witter World Wide Income Trust, Dean Witter Intermediate Income

Securities, Dean Witter Capital Growth Securities, Dean Witter New York
Municipal Money Market Trust, Dean Witter European Growth Fund Inc., Dean Witter
Precious Metals and Minerals Trust, Dean Witter Global Short-Term Income Fund
Inc., Dean Witter Pacific Growth Fund Inc., Dean Witter Multi-State Municipal
Series Trust, Dean Witter Premier Income Trust, Dean Witter Short-Term U.S.
Treasury Trust, Dean Witter Diversified 1Income Trust, Dean Witter Health
Sciences Trust, Dean Witter Retirement Series, InterCapital Quality Municipal
Income Trust, InterCapital Insured Municipal 1Income Trust, InterCapital
California Insured Municipal Income Trust, InterCapital Quality Municipal
Securities, InterCapital California Quality Municipal Securities, InterCapital
New York Quality Municipal Securities, Dean Witter Global Dividend Growth
Securities, Dean Witter Limited Term Municipal Trust, Dean Witter Short-Term
Bond Fund, InterCapital Insured Municipal Securities, InterCapital Insured
California Municipal Securities, Active Assets Money Trust, Active Assets
Tax-Free Trust, Active Assets California Tax-Free Trust, Active Assets
Government Securities Trust, Municipal Income Trust, Municipal Income Trust II,
Municipal 1Income Trust III, Municipal Income Opportunities Trust, Municipal
Income Opportunities Trust II, Municipal Income Opportunities Trust III, Prime
Income Trust and Municipal Premium Income Trust. The foregoing investment
companies, together with the Fund, are collectively referred to as the Dean
Witter Funds.

In addition, Dean Witter Services Company Inc. ("DWSC"), a wholly-owned
subsidiary of InterCapital, serves as manager for the following companies for
which TCW Funds Management, Inc. is the investment adviser: TCW/DW Core Equity
Trust, TCW/DW North American Government Income Trust,
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TCW/DW Latin American Growth Fund, TCW/DW Income and Growth Fund, TCW/DW Small
Cap Growth Fund, TCW/DW Balanced Fund, TCW/DW Term Trust 2000, TCW/DW Term Trust
2002 and TCW/DW Term Trust 2003 (the "TCW/DW Funds"). InterCapital also serves
as: (i) sub-adviser to Templeton Global Opportunities Trust, an open-end
investment company; (ii) administrator of The BlackRock Strategic Term Trust
Inc., a closed-end investment company; and (iii) sub-administrator of MassMutual
Participation Investors and Templeton Global Governments Income Trust,
closed-end investment companies.

The Investment Manager also serves as an investment adviser for Dean Witter
World Wide Investment Fund, an investment company organized under the laws of
Luxembourg, shares of which company may not be offered in the United States or
purchased by American citizens outside the United States.

Pursuant to an Investment Management Agreement (the "Agreement") with the
Investment Manager, the Fund has retained the Investment Manager to manage the
investment of the Fund's assets, including the placing of orders for the
purchase and sale of portfolio securities. The Investment Manager obtains and
evaluates such information and advice relating to the economy, securities
markets and specific securities as it considers necessary or useful to
continuously manage the assets of the Fund in a manner consistent with its
investment objective and policies.

Under the terms of the Agreement, 1in addition to managing the Fund's
investments, the Investment Manager maintains certain of the Fund's books and
records and furnishes, at its own expense, such office space, facilities,
equipment, clerical help, bookkeeping and certain legal services as the Fund may
reasonably require in the conduct of its business, including the preparation of
prospectuses, statements of additional information, proxy statements and reports
required to be filed with federal and state securities commissions (except
insofar as the participation or assistance of independent accountants and
attorneys is, in the opinion of the Investment Manager, necessary or desirable).
In addition, the Investment Manager pays the salaries of all personnel,
including officers of the Fund, who are employees of the Investment Manager. The
Investment Manager also bears the cost of telephone service, heat, light, power
and other utilities provided to the Fund.

Effective December 31, 1993, pursuant to a Services Agreement between
InterCapital and DWSC, DWSC began to provide the administrative services to the
Fund which were previously performed directly by InterCapital. The foregoing
internal reorganization did not result in any change in the nature or scope of
the administrative services being provided to the Fund or any of the fees being
paid by the Fund for the overall services being performed under the terms of the
existing Management Agreement.

Expenses not expressly assumed by the Investment Manager under the Agreement
or by the Distributor of the Fund's shares, Dean Witter Distributors Inc.
("Distributors" or the "Distributor") (see "The Distributor"), will be paid by
the Fund. The expenses Dborne by the Fund include, but are not limited to:
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expenses of the Plan of Distribution pursuant to Rule 12b-1 (see "The
Distributor"™); charges and expenses of any registrar, custodian, stock transfer
and dividend disbursing agent; brokerage commissions; taxes; engraving and
printing of share certificates; registration costs of the Fund and its shares
under federal and state securities laws; the cost and expense of printing,
including typesetting, and distributing Prospectuses and Statements of
Additional Information of the Fund and supplements thereto to the Fund's
shareholders; all expenses of shareholders' and Trustees' meetings and of
preparing, printing and mailing of proxy statements and reports to shareholders;
fees and travel expenses of Trustees or members of any advisory board or
committee who are not employees of the Investment Manager or any corporate
affiliate of the Investment Manager; all expenses incident to any dividend,
withdrawal or redemption options; charges and expenses of any outside service
used for pricing of the Fund's shares; fees and expenses of legal counsel,
including counsel to the Trustees who are not interested persons of the Fund or
of the Investment Manager (not including compensation or expenses of attorneys
who are employees of the Investment Manager) and independent accountants;
membership dues of industry associations; interest on Fund borrowings; postage;
insurance premiums

on property or personnel (including officers and Trustees) of the Fund which
inure to its Dbenefit; extraordinary expenses (including, but not limited to,
legal claims and 1liabilities and litigation costs and any indemnification
relating thereto); and all other costs of the Fund's operation.

As full compensation for the services and facilities furnished to the Fund
and expenses of the Fund assumed by the Investment Manager, the Fund pays the
Investment Manager monthly compensation calculated daily by applying the
following annual rates to the net assets of the Fund as of the close of each
business day: 0.65% of the portion of the daily net assets not exceeding $500
million; 0.55% of the portion of the daily net assets exceeding $500 million but
not exceeding $1 Dbillion; 0.525% of the portion of the daily net assets
exceeding $1 billion but not exceeding $1.5 billion; 0.50% of the portion of the
daily net assets exceeding $1.5 billion but not exceeding $2.5 billion; 0.475%
of the portion of daily net assets exceeding $2.5 billion but not exceeding $3.5
billion; and 0.45% of the portion of the daily net assets exceeding $3.5
billion. Total compensation accrued to the Investment Manager for the fiscal
years ended December 31, 1991, 1992 and 1993 amounted to $8,978,330, $12,938,801
and $18,894,620, respectively.

Pursuant to the Agreement, total operating expenses of the Fund are subject
to applicable limitations under rules and regulations of states where the Fund
is authorized to sell its shares. Therefore, operating expenses are effectively
subject to the most restrictive of such limitations as the same may be amended
from time to time. Presently, the most restrictive limitation is as follows. If,
in any fiscal year, the Fund's total operating expenses, exclusive of taxes,
interest, brokerage fees, distribution fees and extraordinary expenses (to the
extent permitted by applicable state securities 1laws and regulations), exceed
2 1/2% of the first $30,000,000 of average daily net assets, 2% of the next
$70,000,000 of average daily net assets and 1 1/2% of any excess over
$100,000,000, the Investment Manager will reimburse the Fund for the amount of
such excess. Such amount, 1if any, will Dbe calculated daily and credited on a
monthly Dbasis. The Fund did not exceed such limitation during the fiscal years
ended December 31, 1991, 1992 and 1993.

The Agreement provides that in the absence of willful misfeasance, bad
faith, gross negligence or reckless disregard of its obligations thereunder, the
Investment Manager is not liable to the Fund or any of its investors for any act
or omission by the Investment Manager or for any losses sustained by the Fund or
its investors. The Agreement in no way restricts the Investment Manager from
acting as investment manager or adviser to others.

The Investment Manager paid the organizational expenses of the Fund, in the
amount of approximately $141,000, incurred prior to the offering of the Fund's
shares. The Fund reimbursed the Investment Manager for such expenses, in
accordance with the terms of the Underwriting Agreement between the Fund and
DWR. The Fund has deferred and is amortizing the reimbursed expenses on the
straight 1line method over a period of five years from the date of commencement
of the Fund's operations.

The Agreement was initially approved by the Trustees on October 30, 1992,
and Dby the shareholders at a Meeting of Shareholders on January 12, 1993. The
Agreement is substantially identical to a prior investment management agreement,
as amended, which was initially approved by the Trustees on January 14, 1988,
and by DWR as the then sole shareholder on June 28, 1989. At their meeting held
on April 28, 1993, the Trustees of the Fund, including all the Trustees of the
Fund who are not parties to the Agreement or "interested persons" (as defined in
the Investment Company Act of 1940, as amended (the "Act")) of any such party
(the "Independent Trustees"), approved an amendment to the Agreement to lower
the management fees charged on the Fund's net assets in excess of $3.5 billion.
The Agreement took effect on June 30, 1993 upon the spin-off by Sears, Roebuck
and Co. of its remaining shares of DWDC. The Agreement may be terminated at any
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time, without penalty,
the holders of a majority as defined in the Act,
the Fund, or by the Investment Manager. The

terminate in the event of its assignment (as defined in

on thirty days' notice by the T

of t
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Under its terms, the Agreement will continue in effe
and provides that the Agreement will continue
provided continuance of the Agreement is approved at lea
of the holders of a majority, as defined in the Act, o
of the Fund, or by the Trustees of the Fund; provided th
continuance 1is approved annually by the vote of a maj
Trustees, which vote must be cast in person at a meeting
of voting on such approval.

The Fund has acknowledged that the name "Dean Witter
DWR. The Fund has agreed that DWR or 1its parent compa
time permit others to use, the name "Dean Witter".
in the event the investment management contract betwee
Fund 1s terminated, if the affiliation between Int
its parent company is terminated, the Fund will eliminat
from its name if
InterCapital and/or DWR or its parent companies shall so

or

TRUSTEES AND OFFICERS

The Trustees and Executive Officers of the Fund, t
occupations during the last five years and their aff
InterCapital, and with the Dean Witter Funds and the
below.
<TABLE>
<CAPTION>

NAME, POSITION WITH FUND AND ADDRESS
<S>
Jack F. Bennett
Trustee
141 Taconic Road
Greenwich, Connecticut

Charles A. Fiumefreddo*
Chairman, President, Chief
Executive Officer and Trustee
Two World Trade Center

New York, New York

Edwin J. Garn
Trustee
2000 Eagle Gate Tower

Salt Lake City, Utah
</TABLE>
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<TABLE>
<CAPTION>

NAME, POSITION WITH FUND AND ADDRESS
<S>
John R. Haire
Trustee
439 East 51st Street
New York, New York
Dr. John E. Jeuck
Trustee

70 East Cedar Street

Copyright

Agreement

from year

rustees of the Fund, by
he outstanding shares of
will automatically
the Act).

ct until April 30, 1994,
to year thereafter,
st annually by the vote
f the outstanding shares
at in either event such
ority of the Independent

called for the purpose

" is a property right of
nies may use, or at any

The Fund has also agreed that

n InterCapital and the
erCapital and/or DWR and
e the name "Dean Witter"

request.

business
with
shown

heir principal
iliations, if any,
TCW/DW Funds are

PRINCIPAL OCCUPATION DURING LAST FIVE YEARS

<C>

Retired; Director or Trustee of the Dean Witter Funds;
formerly Senior Vice President and Director of Exxon
Corporation (1975-January, 1989) and Under Secretary of
the U.S. Treasury for Monetary Affairs (1974-1975) ;
Director of Philips Electronics N.V., Tandem Computers
Inc. and Massachusetts Mutual Insurance Company; director
or trustee of various not-for-profit and business
organizations.

Chairman, Chief Executive Officer and Director of
InterCapital, Distributors and DWSC; Executive Vice
President and Director of DWR; Chairman, Director or
Trustee, President and Chief Executive Officer of the Dean
Witter Funds; Chairman, Chief Executive Officer and

Trustee of the TCW/DW Funds; Chairman and Director of Dean
Witter Trust Company; Director and/or officer of various
DWDC subsidiaries; formerly Executive Vice President and
Director of DWDC (until February, 1993).

Director or Trustee of the Dean Witter Funds; formerly
United States Senator (R-Utah) (1974-1992) and Chairman,
Senate Banking Committee (1980-1986); formerly Mayor of
Salt Lake City, Utah (1971-1974); formerly Astronaut,
Space Shuttle Discovery (April 12-19, 1985); Vice
Chairman, Huntsman Chemical Corporation (since January,
1993); Member of the board of various civic and charitable
organizations.

PRINCIPAL OCCUPATION DURING LAST FIVE YEARS

<C>

Chairman of the Audit Committee and Chairman of the
Committee of 1Independent Directors or Trustees and
Director or Trustee of the Dean Witter Funds; Trustee of
the TCW/DW Funds; formerly President, Council for Aid to
Education (1978-October, 1989) and Chairman and Chief
Executive Officer of Anchor Corporation, an Investment
Adviser (1964-1978); Director of Washington National
Corporation (insurance) and Bowne & Co., Inc. (printing).
Retired; Director or Trustee of the Dean Witter Funds;
formerly Robert Law Professor of Business Administration,
Graduate School of Business, University of Chicago (until
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Chicago, Illinois
Dr. Manuel H. Johnson
Trustee

7521 0Old Dominion Drive
McLean, Virginia

Paul Kolton

Trustee

9 Hunting Ridge Road
Stamford, Connecticut

Michael E.
Trustee
237 Park Avenue

Nugent

New York, New York
</TABLE>
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<TABLE>
<CAPTION>

NAME, POSITION WITH FUND AND ADDRESS
<S>
Edward R. Telling*
Trustee
Sears Tower
Chicago, Illinois

Sheldon Curtis

Vice President, Secretary
and General Counsel

Two World Trade Center

New York, New York

Edward F. Gaylor

Vice President

Two World Trade Center
New York, New York
Paula LaCosta

Vice President

Two World Trade Center
New York, New York
Thomas F. Caloia
Treasurer
Two World
New York,

Trade Center
New York

*Denotes
Act.
</TABLE>

Trustees who are "interested persons" of the

In addition, Robert M. Scanlan, President of InterCa
Hughey, Executive Vice President of InterCapital and DWS
Executive Vice President of InterCapital,
Hinchliffe and Ira N. Ross, Senior Vice Presidents of
Presidents of the Fund, and Barry Fink, First Vice
General Counsel of InterCapital, and Marilyn K. Cranney,
Anne D. McInnis and Ruth Rossi, Vice Presidents and As
of InterCapital, are Assistant Secretaries of the Fund.

Thomas

The Fund pays each Trustee who is not an employee or
Investment Manager or an affiliated company an annual fe
each meeting of the Board of

Copyright

H.

1989); Business Consultant.

Partner, Johnson Smick International, 1Inc., a
consulting firm; Koch Professor of International Eco-
nomics and Director of the Center for Global Market
Studies at George Mason University (since September,
1990); Co-Chairman and a founder of the Group of Seven
Council (G7C), an international economic commission (since
September, 1990); Director or Trustee of the Dean Witter
Funds; Trustee of the TCW/DW Funds; Director of Greenwich
Capital Markets Inc. (broker-dealer); formerly Vice
Chairman of the Board of Governors of the Federal
System (February, 1986-August, 1990) and Assistant
Secretary of the U.S. Treasury (1982-1986).

Director or Trustee of the Dean Witter Funds; Chairman of
the Audit Committee and Chairman of the Committee of the
Independent Trustees and Trustee of the TCW/DW Funds;
formerly Chairman of the Financial Accounting Standards

July,
Senior

Reserve

Advisory Council and Chairman and Chief Executive Officer
of the American Stock Exchange; Director of UCC Investors
Holding Inc. (Uniroyal Chemical Company, Inc.); director

or trustee of various not-for-profit organizations.
General Partner, Triumph Capital, L.P., a private in-
vestment partnership (since April, 1988); Director or
Trustee of the Dean Witter Funds; Trustee of the TCW/DW
Funds; formerly Vice President, Bankers Trust Company and
BT Capital Corporation (September, 1984-March 1988);
Director of various business organizations.

PRINCIPAL OCCUPATION DURING LAST FIVE YEARS
<C>
Retired; Director
formerly Chairman
Executive Officer

Dean Witter Funds;
and Chief
President
February,

or Trustee of the
of the Board of Directors
(until December 31, 1985) and
(from January, 1981-March, 1982 and from
1984-August, 1984) of Sears, Roebuck and Co.
Senior Vice President and General Counsel of
and DWSC; Senior Vice President
Witter Trust Company; Senior Vice
Secretary and Assistant General Counsel of Distributors;
Assistant Secretary of DWDC and DWR; Vice President,
Secretary and General Counsel of the Dean Witter Funds and
the TCW/DW Funds.
Senior Vice President of InterCapital and Vice President
of various Dean Witter Funds.

InterCapital
and Secretary of Dean
President, Assistant

Vice President and various Dean Witter

Funds.

of InterCapital

First Vice President (since May, 1991) and Assistant
Treasurer (since January, 1993) of InterCapital; First
Vice President and Assistant Treasurer of DWSC and

Treasurer of the Dean Witter Funds and the TCW/DW Funds;
previously Vice President of InterCapital.

Fund, as defined in the

pital and DWSC, David A.
C, Edmund C. Puckhaber,

Connelly, Kenton J.
InterCapital, are Vice
President and Assistant
Lawrence S. Lafer, Lou
sistant General Counsels

former employee of the
e of $1,200 plus $50 for
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Trustees, the Audit Committee or the Committee of Independent Trustees attended
by the Trustee in person (the Fund pays the Chairman of the Audit Committee an
additional annual fee of $1,000 and pays the Chairman of the Committee of
Independent Trustees an annual fee of $2,400, in each case 1inclusive of the
Committee meeting fees). The Fund also reimburses such Trustees for travel and
other out-of-pocket expenses incurred by them in connection with attending such
meetings. Trustees and officers of the Fund who are or have been employed by the
Investment Manager or an affiliated company receive no compensation or expense
reimpursement from the Fund. The Fund has adopted a retirement program under
which a Trustee who is not an "interested person" of the Fund and who retires
after a minimum required period of service would Dbe entitled to retirement
payments upon reaching the eligible retirement age (normally, after attaining
age 72) based upon length of service and computed as a percentage of one-fifth
of the total compensation earned by such Trustee for service to the Fund in the
five-year period prior to the date of the Trustee's retirement. For the fiscal
year ended December 31, 1993, the Fund accrued a total of $34,810 for Trustees'
fees and expenses and benefits under the retirement program. As of the date of
this Statement of Additional Information, the aggregate shares of beneficial
interest of the Fund owned by the Fund's officers and Trustees as a group was
less than 1 percent of the Fund's shares of beneficial interest outstanding.

INVESTMENT PRACTICES AND POLICIES

As stated in the Prospectus, the investment objective of the Fund is to
provide current income and long-term growth of income and capital. This
objective 1s fundamental and may not be changed without shareholder approval.
The Fund seeks to achieve its investment objective by investing in equity and
fixed-income securities of companies engaged 1in the public utilities industry.
The term "public wutilities industry" consists of companies engaged 1in the
manufacture, production, generation, transmission, sale and distribution of gas
and electric energy, as well as companies engaged in the communications field,
including telephone, telegraph, satellite, microwave and other companies
providing communication facilities for the public, but excluding public
broadcasting companies. For purposes of the Fund, a company will be considered
to be in the public utilities industry 1f, during the most recent twelve month
period, at least 50% of the company's gross revenues, on a consolidated basis,
is derived from the public utilities industry. Under ordinary circumstances, at
least 65% of the Fund's total assets will be invested in securities of companies
in the public utilities industry.

The Investment Manager believes the Fund's investment policies are suited to
benefit from certain characteristics and historical performance of the
securities of public utility companies. Many of these companies have
historically set a pattern of paying regular dividends and increasing their
common stock dividends over time, and the average common stock dividend yield of
utilities historically has substantially exceeded that of industrial stocks. The
Investment Manager Dbelieves that these factors may not only provide current
income but also generally tend to moderate risk and thus may enhance the
opportunity for appreciation of securities owned by the Fund, although the
potential for capital appreciation has historically been lower for many utility
stocks compared with most industrial stocks. There can be no assurance that the
historical investment performance of the public utilities industry will be
indicative of future events and performance.

The Fund invests in both equity securities (common stocks and securities
convertible into common stock) and fixed-income securities (bonds and preferred
stock) in the public utilities industry. The Fund does not have any set policies
to concentrate within any particular segment of the utilities industry. The Fund
will shift its asset allocation without restriction between types of utilities
and Dbetween equity and fixed-income securities Dbased wupon the Investment
Manager's determination of how to achieve the Fund's investment objective in
light of prevailing market, economic and financial conditions. For example, at a
particular time the Investment Manager may choose to allocate up to 100% of the
Fund's assets in a particular type of security (for example, equity securities)
or in a specific utility industry segment (for example, electric utilities).

Criteria utilized Dby the Investment Manager in the selection of equity
securities include the following screens: earnings and dividend growth; book
value; dividend discount; and price/earnings relationships. In addition, the
Investment Manager makes continuing assessments of management, the prevailing
regulatory framework and industry trends. The Investment Manager may also
utilize computer-based equity selection models in connection with stock
allocation in the equity portion of the Fund's portfolio. 1In keeping with the
Fund's objective, 1if in the opinion of the Investment Manager favorable
conditions for <capital growth of equity securities are not prevalent at a
particular time, the Fund may allocate its assets predominantly or exclusively
in debt securities with the aim of obtaining current income as well as
preserving capital and thus benefiting long term growth of capital.
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The Fund may purchase equity securities sold on the New York, American and
other stock exchanges and 1in the over-the-counter market. Fixed-income
securities in which the Fund may invest are debt securities and preferred
stocks, which are rated at the time of purchase Baa or better by Moody's

Investors Service Inc. ("Moody's") or BBB or better by Standard & Poor's
Corporation ("S&P"), or which, 1if wunrated, are deemed to be of comparable
quality by the Fund's Trustees. The Fund may also purchase equity and
fixed-income securities issued by foreign issuers. Under normal circumstances

the average weighted maturity of the debt portion of the Fund's portfolio 1is
expected to be in excess of seven years. A description of corporate bond ratings
is contained in the Appendix to the Statement of Additional Information.

There may be periods during which, in the opinion of the Investment Manager,
market conditions warrant reduction of some or all of the Fund's securities
holdings. During such periods, the Fund may adopt a temporary "defensive"
posture in which greater than 35% of its net assets are invested in cash or
money market instruments. Money market instruments in which the Fund may invest
are securities issued or guaranteed by the U.S. Government (Treasury bills,
notes and bonds, including zero coupon securities); bank obligations; Eurodollar
certificates of deposit; obligations of savings institutions; fully insured
certificates of deposit; and commercial paper rated within the two highest
grades by Moody's or S&P or, if not rated, are issued by a company having an
outstanding debt issue rated at least AA by S&P or Aa by Moody's.

U.S. GOVERNMENT SECURITIES

As discussed in the Prospectus, the Fund may invest up to 35% of its total
assets in, among other securities, securities issued by the U.S. Government, its
agencies or instrumentalities. Such securities include:

(1) U.S. Treasury bills (maturities of one year or less), U.S. Treasury
notes (maturities of one to ten years) and U.S. Treasury bonds (generally
maturities of greater than ten years), all of which are direct obligations
of the U.S. Government and, as such, are backed by the "full faith and
credit" of the United States.

(2) Securities issued by agencies and instrumentalities of the U.S.
Government which are Dbacked by the full faith and credit of the United
States. Among the agencies and instrumentalities issuing such obligations
are the Federal Housing Administration, the Government National Mortgage
Association ("GNMA"), the Department of Housing and Urban Development, the
Export-Import Bank, the Farmers Home Administration, the General Services
Administration, the Maritime Administration and the Small Business
Administration. The maturities of such obligations range from three months
to 30 years.

(3) Securities issued by agencies and instrumentalities which are not
backed by the full faith and credit of the United States, but whose issuing
agency or instrumentality has the right to borrow, to meet its obligations,
from an existing line of credit with the U.S. Treasury. Among the agencies
and instrumentalities issuing such obligations are the Tennessee Valley
Authority, the Federal National Mortgage Association ("FNMA"), the Federal
Home Loan Mortgage Corporation ("FHLMC") and the U.S. Postal Service.
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(4) Securities issued by agencies and instrumentalities which are not
backed by the full faith and credit of the United States, but which are
backed by the credit of the 1issuing agency or instrumentality. Among the
agencies and instrumentalities issuing such obligations are the Federal Farm
Credit System and the Federal Home Loan Banks.

Neither the value nor the yield of the U.S. Government securities which may
be invested in by the Fund are guaranteed by the U.S. Government. Such values
and vyield will fluctuate with changes in prevailing interest rates and other
factors. Generally, as prevailing interest rates rise, the value of any U.S.
Government securities held by the Fund will fall. Such securities with longer
maturities generally tend to produce higher yields and are subject to greater
market fluctuation as a result of changes in interest rates than debt securities
with shorter maturities. The Fund is not limited as to the maturities of the
U.S. Government securities in which it may invest with respect to 35% of 1its
total assets.

ZERO COUPON TREASURY SECURITIES

A portion of the U.S. Government securities purchased by the Fund may be
"zero coupon" Treasury securities. These are U.S. Treasury bills, notes and
bonds which have been stripped of their unmatured interest coupons and receipts
or which are certificates representing interests in such stripped debt
obligations and coupons. Such securities are purchased at a discount from their
face amount, giving the purchaser the right to receive their full value at
maturity. A zero coupon security pays no interest to its holder during its life.
Its value to an investor consists of the difference between its face value at
the time of maturity and the price for which it was acquired, which is generally
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an amount significantly less than its face value (sometimes referred to as a
"deep discount" price).

The interest earned on such securities 1is, implicitly, automatically
compounded and paid out at maturity. While such compounding at a constant rate
eliminates the risk of receiving lower yields upon reinvestment of interest if
prevailing interest rates decline, the owner of a zero coupon security will be
unable to participate in higher yields upon reinvestment of interest received if
prevailing interest rates rise. For this reason, =zero coupon securities are
subject to substantially greater market price fluctuations during periods of
changing prevailing interest rates than are comparable debt securities which
make current distributions of interest. Current federal tax law requires that a
holder (such as the Fund) of a zero coupon security accrue a portion of the
discount at which the security was purchased as income each year even though the
Fund receives no interest payments in cash on the security during the year. See
"Dividends, Distributions and Taxes" for a discussion of the tax treatment of
zero coupon Treasury securities.

Currently the only U.S. Treasury security issued without coupons is the
Treasury bill. However, in the last few years a number of banks and brokerage
firms have separated ("stripped") the principal portions from the coupon
portions of the U.S. Treasury bonds and notes and sold them separately in the
form of receipts or certificates representing undivided interests in these
instruments (which instruments are generally held by a bank in a custodial or
trust account).

FOREIGN SECURITIES

As stated in the Prospectus, the Fund may invest in securities issued by
foreign issuers. Investors should carefully consider the risks of investing in
securities of foreign issuers and securities denominated in non-U.S. currencies.
Fluctuations in the relative rates of exchange Dbetween the currencies of
different nations will affect the value of the Fund's investments. Changes in
foreign currency exchange rates relative to the U.S. dollar will affect the U.S.
dollar value of the Fund's assets denominated in that currency and thereby
impact upon the Fund's total return on such assets.

Foreign currency exchange rates are determined by forces of supply and
demand on the foreign exchange markets. These forces are themselves affected by
the international Dbalance of payments and other economic and financial
conditions, government intervention, speculation and other factors. Moreover,
foreign currency exchange rates may be affected by the regulatory control of the
exchanges on which the currencies trade.
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Investments in foreign securities will also occasion risks relating to
political and economic developments abroad, including the possibility of
expropriations or confiscatory taxation, limitations on the use or transfer of
Fund assets and any effects of foreign social, economic or political
instability. Foreign companies are not subject to the regulatory requirements of
U.S. companies and, as such, there may be less publicly available information
about such companies. Moreover, foreign companies are not subject to uniform
accounting, auditing and financial reporting standards and requirements
comparable to those applicable to U.S. companies.

Securities of foreign issuers may be less liquid than comparable securities
of U.S. issuers and, as such, their price changes may be more volatile.
Furthermore, foreign exchanges and broker-dealers are generally subject to less
government and exchange scrutiny and regulation than their American
counterparts. Brokerage commissions, dealer concessions and other transaction
costs may be higher on foreign markets than in the U.S. In addition, differences
in clearance and settlement procedures on foreign markets may occasion delays in
settlements of Fund trades effected in such markets. Inability to dispose of
portfolio securities due to settlement delays could result in losses to the Fund
due to subsequent declines in value of such securities and the inability of the
Fund to make intended security purchases due to settlement problems could result
in a failure of the Fund to make potentially advantageous investments. The Fund
may invest up to 10% of the value of its total assets, at the time of purchase,
in securities issued by foreign issuers.

LENDING OF PORTFOLIO SECURITIES

Consistent with applicable regulatory requirements, the Fund may lend its
portfolio securities to Dbrokers, dealers and other financial institutions,
provided that such loans are callable at any time by the Fund (subject to notice
provisions described below), and are at all times secured by cash or cash
equivalents, which are maintained in a segregated account pursuant to applicable
regulations and that are equal to at least the market value, determined daily,
of the loaned securities. The advantage of such loans is that the Fund continues
to receive the income on the loaned securities while at the same time earning
interest on the cash amounts deposited as collateral, which will be invested in
short-term obligations. The Fund will not lend its portfolio securities if such
loans are not permitted by the laws or regulations of any state in which 1its
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shares are qualified for sale and will not lend more than 25% of the value of
its total assets. A loan may be terminated by the borrower on one business days'
notice, or by the Fund on four Dbusiness days' notice. If the borrower fails to
deliver the loaned securities within four days after receipt of notice, the Fund
could use the collateral to replace the securities while holding the borrower
liable for any excess of replacement cost over <collateral. As with any
extensions of credit, there are risks of delay in recovery and in some cases
even loss of rights in the collateral should the borrower of the securities fail
financially. However, these loans of portfolio securities will only be made to
firms deemed by the Fund's management to be creditworthy and when the income
which can be earned from such loans Justifies the attendant risks. Upon
termination of the loan, the Dborrower is required to return the securities to
the Fund. Any gain or loss in the market price during the loan period would
inure to the Fund. The credit worthiness of firms to which the Fund lends its
portfolio securities will be monitored on an ongoing basis by the Investment
Manager pursuant to procedures adopted and reviewed, on an ongoing basis, by the
Board of Trustees of the Fund.

When voting or consent rights which accompany loaned securities pass to the
borrower, the Fund will follow the policy of calling the loaned securities, to
be delivered within one day after notice, to permit the exercise of such rights
if the matters involved would have a material effect on the Fund's investment in
such loaned securities. The Fund will pay reasonable finder's, administrative
and custodial fees in connection with a loan of its securities. However, the
Fund did not lend any of its portfolio securities during the year ended December
31, 1993.

WHEN-ISSUED AND DELAYED DELIVERY SECURITIES AND FORWARD COMMITMENTS

As stated in the Prospectus, from time to time the Fund may purchase
securities on a when-issued or delayed delivery basis or may purchase or sell
securities on a forward commitment basis. When such transactions are negotiated,
the price is fixed at the time of the commitment, but delivery and payment
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can take place a month or more after the date of commitment. While the Fund will
only purchase securities on a when-issued, delayed delivery or forward
commitment basis with the intention of acquiring the securities, the Fund may
sell the securities before the settlement date, 1if it is deemed advisable. The
securities so purchased or sold are subject to market fluctuation and no
interest or dividends accrue to the purchaser prior to the settlement date. At
the time the Fund makes the commitment to purchase or sell securities on a
when-issued, delayed delivery or forward commitment basis, it will record the
transaction and thereafter reflect the wvalue, each day, of such security
purchased, or if a sale, the proceeds to be received, 1in determining its net
asset value. At the time of delivery of the securities, their value may be more
or less than the purchase or sale price. The Fund will also establish a
segregated account with its custodian bank in which it will continually maintain
cash or cash equivalents or other high grade debt portfolio securities equal in
value to commitments to purchase securities on a when-issued, delayed delivery
or forward commitment basis. Subject to the foregoing restrictions, the Fund may
purchase securities on such basis without limit. The Investment Manager and the
Board of Trustees do not Dbelieve that the Fund's net asset value will be
adversely affected by the purchase of securities on such basis.

WHEN, AS AND IF ISSUED SECURITIES

As stated in the Prospectus, the Fund may purchase securities on a "when, as
and if issued" basis under which the issuance of the security depends upon the
occurrence of a subsequent event, such as approval of a merger, corporate
reorganization, leveraged buyout or debt restructuring. The commitment for the
purchase of any such security will not Dbe recognized in the portfolio of the
Fund until the Investment Manager determines that issuance of the security is
probable. At such time, the Fund will record the transaction and, in determining
its net asset value, will reflect the value of the security daily. At such time,
the Fund will also establish a segregated account with its custodian bank in
which it will maintain cash or cash equivalents or other high grade debt
portfolio securities equal 1in value to recognized commitments for such
securities. Once a segregated account has been established, if the anticipated
event does not occur and the securities are not issued, the Fund will have lost
an investment opportunity. The value of the Fund's commitments to purchase the
securities of any one issuer, together with the value of all securities of such
issuer owned by the Fund, may not exceed 5% of the value of the Fund's total
assets at the time the 1initial commitment to purchase such securities is made
(see "Investment Restrictions"). Subject to the foregoing restrictions, the Fund
may purchase securities on such basis without 1limit. An increase 1in the
percentage of the Fund's assets committed to the purchase of securities on a
"when, as and if issued" basis may increase the volatility of its net asset
value. The Investment Manager and the Trustees do not believe that the net asset
value of the Fund will be adversely affected by 1its purchase of securities on
such basis. The Fund may also sell securities on a "when, as and if issued"
basis provided that the issuance of the security will result automatically from
the exchange or conversion of a security owned by the Fund at the time of the
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sale.
PRIVATE PLACEMENTS

The Fund may invest up to 5% of 1its total assets 1n securities which are
subject to restrictions on resale because they have not been registered under
the Securities Act of 1933, as amended (the "Securities Act"), or which are
otherwise not readily marketable. (Securities eligible for resale pursuant to
Rule 144A of the Securities Act, and determined to be liquid pursuant to the
procedures discussed in the following paragraph, are not subject to the
foregoing restriction.) These securities are generally referred to as private
placements or restricted securities. Limitations on the resale of such
securities may have an adverse effect on their marketability, and may prevent
the Fund from disposing of them promptly at reasonable prices. The Fund may have
to bear the expense of registering such securities for resale and the risk of
substantial delays in effecting such registration.

The Securities and Exchange Commission has adopted Rule 144A under the
Securities Act, which permits the Fund to sell restricted securities to
qualified institutional buyers without 1limitation. The Investment Manager,
pursuant to procedures adopted by the Trustees of the Fund, will make a
determination as to the liquidity of each restricted security purchased by the
Fund. If a restricted security is determined to be "liquid", such security will
not be included within the category "illiquid securities",
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which 1is limited by the Fund's investment restrictions to 10% of the Fund's
total assets. The Fund did not purchase any restricted securities during the
fiscal year ended December 31, 1993 and has no intention of doing so during the
foreseeable future.

REPURCHASE AGREEMENTS

As discussed in the Prospectus, when cash may be available for only a few
days, it may be invested by the Fund in repurchase agreements until such time as
it may otherwise be invested or used for payments of obligations of the Fund.
These agreements, which may be viewed as a type of secured lending by the Fund,
typically involve the acquisition by the Fund of debt securities from a selling
financial institution such as a bank, savings and loan association or
broker-dealer. The agreement provides that the Fund will sell back to the
institution, and that the institution will repurchase, the underlying security
("collateral") at a specified price and at a fixed time in the future, usually
not more than seven days from the date of purchase. The collateral will be
maintained in a segregated account and will be marked to market daily to
determine that the value of the collateral, as specified in the agreement, does
not decrease below the purchase price plus accrued interest. If such decrease
occurs, additional collateral will be requested and, when received, added to the
account to maintain full collateralization. The Fund will accrue interest from
the institution until the time when the repurchase is to occur. Although such
date is deemed by the Fund to be the maturity date of a repurchase agreement,
the maturities of securities subject to repurchase agreements are not subject to
any limits.

While repurchase agreements involve certain risks not associated with direct
investments in debt securities, the Fund follows procedures designed to minimize
such risks. These procedures include effecting repurchase transactions only with
large, well-capitalized and well-established financial institutions whose
financial condition will be continually monitored by the Investment Manager
subject to procedures established by the Board of Trustees of the Fund. In
addition, as described above, the wvalue of the «collateral wunderlying the
repurchase agreement will be at least equal to the repurchase price, including
any accrued interest earned on the repurchase agreement. In the event of a
default or bankruptcy by a selling financial institution, the Fund will seek to
liquidate such collateral. However, the exercising of the Fund's right to
liquidate such collateral could involve certain costs or delays and, to the
extent that proceeds from any sale wupon a default of the obligation to
repurchase were less than the repurchase price, the Fund could suffer a loss. It
is the current policy of the Fund not to invest in repurchase agreements that do
not mature within seven days if any such investment, together with any other
illiquid assets held by the Fund, amounts to more than 10% of its net assets.

OPTIONS AND FUTURES TRANSACTIONS

The Fund may write covered call options against securities held in its
portfolio and covered put options on eligible portfolio securities and stock
indexes and purchase options of the same series to effect closing transactions,
and may hedge against potential changes in the market value of investments (or
anticipated investments) and facilitate the reallocation of the Fund's assets
into and out of equities and fixed-income securities by purchasing put and call
options on portfolio (or eligible portfolio) securities and engaging in
transactions involving futures contracts and options on such contracts.

Call and put options on U.S. Treasury notes, Dbonds and bills and equity
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securities are listed on Exchanges and are written in over-the-counter
transactions ("OTC options"). Listed options are issued by the Options Clearing
Corporation ("OCC"). Ownership of a listed call option gives the Fund the right
to Dbuy from the OCC the underlying security covered by the option at the stated
exercise price (the price per unit of the underlying security) by filing an
exercise notice prior to the expiration date of the option. The writer (seller)
of the option would then have the obligation to sell to the OCC the wunderlying
security at that exercise price prior to the expiration date of the option,
regardless of its then current market price. Ownership of a listed put option
would give the Fund the right to sell the underlying security to the OCC at the
stated exercise price. Upon notice of exercise of the put option, the writer of
the put would have the obligation to purchase the underlying security from the
OCC at the exercise price. The Fund did not enter into any options or futures
transactions during the fiscal year ended December 31, 1993 and does not intend
to enter into any such transactions during its fiscal year ending December 31,
1994.
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OPTIONS ON TREASURY BONDS AND NOTES. Because trading in options written on
Treasury bonds and notes tends to center on the most recently auctioned issues,
the exchanges on which such securities trade will not continue indefinitely to
introduce options with new expirations to replace expiring options on particular
issues. Instead, the expirations introduced at the commencement of options
trading on a particular issue will be allowed to run their course, with the
possible addition of a limited number of new expirations as the original ones
expire. Options trading on each issue of bonds or notes will thus be phased out
as new options are listed on more recent issues, and options representing a full
range of expirations will not ordinarily be available for every issue on which
options are traded.

OPTIONS ON TREASURY BILLS. Because a deliverable Treasury bill changes from
week to week, writers of Treasury bill calls cannot provide in advance for their
potential exercise settlement obligations by acquiring and holding the
underlying security. However, 1if the Fund holds a long position in Treasury
bills with a principal amount of the securities deliverable upon exercise of the
option, the position may be hedged from a risk standpoint Dby the writing of a
call option. For so long as the call option is outstanding, the Fund will hold
the Treasury bills in a segregated account with its Custodian, so that they will
be treated as being covered.

OTC OPTIONS. Exchange-listed options are issued by the OCC which assures
that all transactions in such options are properly executed. OTC options are
purchased from or sold (written) to dealers or financial institutions which have
entered into direct agreements with the Fund. With OTC options, such variables
as expiration date, exercise price and premium will be agreed upon between the
Fund and the transacting dealer, without the intermediation of a third party
such as the OCC. If the transacting dealer fails to make or take delivery of the
securities underlying an option it has written, in accordance with the terms of
that option, the Fund would lose the premium paid for the option as well as any
anticipated benefit of the transaction. The Fund will engage in OTC option
transactions only with primary U.S. Government securities dealers recognized by
the Federal Reserve Bank of New York.

COVERED CALL WRITING. The Fund 1is permitted to write covered call options
on portfolio securities, without limit, in order to aid in achieving its
investment objective. Generally, a call option is "covered" if the Fund owns, or
has the right to acquire, without additional cash consideration (or for
additional cash consideration held for the Fund by its Custodian in a segregated
account) the underlying security subject to the option except that in the case
of call options on U.S. Treasury Bills, the Fund might own U.S. Treasury Bills
of a different series from those wunderlying the call option, but with a
principal amount and value corresponding to the exercise price and a maturity
date no later than that of the securities deliverable under the call option. A
call option is also covered if the Fund holds a call on the same security as the
underlying security of the written option, where the exercise price of the call
used for coverage 1is equal to or less than the exercise price of the call
written or greater than the exercise price of the call written if the mark to
market difference is maintained by the Fund in cash, U.S. Government securities
or other high grade debt obligations which the Fund holds in a segregated
account maintained with its Custodian.

The Fund will receive from the purchaser, in return for a call it has
written, a "premium"; i.e., the price of the option. Receipt of these premiums
may better enable the Fund to achieve a greater total return than would be
realized from holding the underlying securities alone. Moreover, the income
received from the premium will offset a portion of the potential loss incurred
by the Fund if the securities underlying the option are ultimately sold by the
Fund at a loss. The income received from premiums will fluctuate with varying
economic market conditions. If the market value of the portfolio securities upon
which call options have been written increases, the Fund may receive less total
return from the portion of its portfolio upon which calls have been written than
it would have had such calls not been written.
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As regards listed options and certain OTC options, during the option period,
the Fund may be required, at any time, to deliver the underlying security
against payment of the exercise price on any calls it has written (exercise of
certain listed and OTC options may be limited to specific expiration dates).
This obligation is terminated upon the expiration of the option period or at
such earlier time when the writer

15

effects a <closing purchase transaction. A closing purchase transaction is
accomplished by purchasing an option of the same series as the option previously
written. However, once the Fund has been assigned an exercise notice, the Fund
will be unable to effect a closing purchase transaction.

Closing purchase transactions are ordinarily effected to realize a profit on
an outstanding call option to prevent an underlying security from being called,
to permit the sale of an wunderlying security or to enable the Fund to write
another call option on the underlying security with either a different exercise
price or expiration date or both. Also, effecting a closing purchase transaction
will permit the <cash or proceeds from the concurrent sale of any securities
subject to the option to be used for other investments by the Fund. The Fund may
realize a net gain or loss from a closing purchase transaction depending upon
whether the amount of the premium received on the call option is more or less
than the cost of effecting the closing purchase transaction. Any loss incurred
in a <closing purchase transaction may be wholly or partially offset Dby
unrealized appreciation in the market value of the underlying security.
Conversely, a gain resulting from a closing purchase transaction could be offset
in whole or in part or exceeded by a decline 1in the market value of the
underlying security.

If a call option expires unexercised, the Fund realizes a gain in the amount
of the premium on the option less the commission paid. Such a gain, however, may
be offset by depreciation in the market value of the underlying security during
the option period. If a call option is exercised, the Fund realizes a gain or
loss from the sale of the underlying security equal to the difference between
the purchase price of the underlying security and the proceeds of the sale of
the security plus the premium received for on the option less the commission
paid.

Options written by a Fund normally have expiration dates of from up to nine
months (equity securities) to eighteen months (fixed-income securities) from the
date written. The exercise price of a call option may be below, equal to or
above the current market value of the underlying security at the time the option
is written. See "Risks of Options and Futures Transactions," below.

COVERED PUT WRITING. As a writer of a covered put option, the Fund incurs
an obligation to buy the security underlying the option from the purchaser of
the put, at the option's exercise price at any time during the option period, at
the purchaser's election (certain listed and OTC put options written by the Fund
will be exercisable by the purchaser only on a specific date). A put 1is
"covered" 1if, at all times, the Fund maintains, in a segregated account
maintained on 1its behalf at the Fund's Custodian, cash, U.S. Government
securities or other high grade obligations in an amount equal to at least the
exercise price of the option, at all times during the option period. Similarly,
a short put position could be covered by the Fund by its purchase of a put
option on the same security as the underlying security of the written option,
where the exercise price of the purchased option is equal to or more than the
exercise price of the put written or less than the exercise price of the put
written if the mark to market difference is maintained by the Fund in cash, U.S.
Government securities or other high grade debt obligations which the Fund holds
in a segregated account maintained at its Custodian. In writing puts, the Fund
assumes the risk of loss should the market value of the underlying security
decline below the exercise price of the option (any loss being decreased by the
receipt of the premium on the option written). In the case of listed options,
during the option period, the Fund may be required, at any time, to make payment
of the exercise price against delivery of the underlying security. The operation
of and limitations on covered put options in other respects are substantially
identical to those of call options.

The Fund will write put options for two purposes: (1) to receive the income
derived from the premiums paid by purchasers; and (2) when the Investment
Manager wishes to purchase the security underlying the option at a price lower
than its current market price, in which case it will write the covered put at an
exercise price reflecting the lower purchase price sought. The potential gain on
a covered put option is limited to the premium received on the option (less the
commissions paid on the transaction) while the potential loss equals the
difference between the exercise price of the option and the current market price
of the underlying securities when the put is exercised, offset by the premium
received (less the commissions paid on the transaction).
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PURCHASING CALL AND PUT OPTIONS. The Fund may purchase listed and OTC call

and put options in amounts equaling up to 5% of its total assets. The Fund may
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purchase call options only in order to close out a covered call position (see
"Covered Call Writing" above). The purchase of the call option to effect a
closing transaction on a call written over-the-counter may be a listed or an OTC
option. In either case, the call purchased 1is 1likely to be on the same
securities and have the same terms as the written option. If purchased
over-the-counter, the option would generally be acquired from the dealer or
financial institution which purchased the call written by the Fund.

The Fund may purchase put options on securities which it holds (or has the
right to acquire) in its portfolio only to protect itself against a decline in
the value of the security. If the value of the underlying security were to fall
below the exercise price of the put purchased in an amount greater than the
premium paid for the option, the Fund would incur no additional loss. The Fund
may also purchase put options to close out written put positions in a manner
similar to call options closing purchase transactions. In addition, the Fund may
sell a put option which it has previously purchased prior to the sale of the
securities wunderlying such option. Such a sale would result in a net gain or
loss depending on whether the amount received on the sale is more or less than
the premium and other transaction costs paid on the put option which is sold.
Any such gain or loss could be offset in whole or in part by a change in the
market value of the underlying security. If a put option purchased by the Fund
expired without being sold or exercised, the premium would be lost.

RISKS OF OPTIONS TRANSACTIONS. During the option period, the covered call
writer has, in return for the premium on the option, given up the opportunity
for capital appreciation above the exercise price should the market price of the
underlying security increase, but has retained the risk of loss should the price
of the underlying security decline. The secured put writer also retains the risk
of loss should the market value of the underlying security decline below the
exercise price of the option less the premium received on the sale of the
option. In both cases, the writer has no control over the time when it may be
required to fulfill its obligation as a writer of the option. Once an option
writer has received an exercise notice, it cannot effect a closing purchase
transaction 1in order to terminate its obligation under the option and must
deliver or receive the underlying securities at the exercise price.

Prior to exercise or expiration, an option position can only be terminated
by entering into a closing purchase or sale transaction. If a covered call
option writer is unable to effect a closing purchase transaction or to purchase
an offsetting over-the-counter option, it cannot sell the underlying security
until the option expires or the option is exercised. Accordingly, a covered call
option writer may not be able to sell an underlying security at a time when it
might otherwise be advantageous to do so. A secured put option writer who is
unable to effect a closing purchase transaction or to purchase an offsetting
over-the-counter option would continue to bear the risk of decline in the market
price of the underlying security until the option expires or is exercised. In
addition, a secured put writer would be wunable to utilize the amount held in
cash or U.S. Government or other high grade short-term debt obligations as
security for the put option for other investment purposes until the exercise or
expiration of the option.

As discussed in the Prospectus, the Fund's ability to close out its position
as a writer of an option is dependent upon the existence of a ligquid secondary
market on option Exchanges. There is no assurance that such a market will exist,
particularly in the case of OTC options, as such options will generally only be
closed out by entering into a closing purchase transaction with the purchasing
dealer. However, the Fund may be able to purchase an offsetting option which
does not close out its position as a writer but constitutes an asset of equal
value to the obligation wunder the option written. If the Fund is not able to
either enter into a closing purchase transaction or purchase an offsetting
position, it will be required to maintain the securities subject to the call, or
the collateral underlying the put, even though it might not be advantageous to
do so, wuntil a closing transaction can be entered into (or the option is
exercised or expires).

Among the possible reasons for the absence of a liquid secondary market on
an Exchange are: (1) insufficient trading interest in certain options; (ii)
restrictions on transactions imposed by an Exchange; (iii) trading halts,
suspensions or other restrictions imposed with respect to particular classes or
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series of options or underlying securities; (iv) interruption of the normal
operations on an Exchange; (v) inadequacy of the facilities of an Exchange or
the Options Clearing Corporation ("OCC") to handle current trading volume; or
(vi) a decision by one or more Exchanges to discontinue the trading of options
(or a particular class or series of options), in which event the secondary
market on that Exchange (or in that class or series of options) would cease to
exist, although outstanding options on that Exchange that had been issued by the
OCC as a result of trades on that Exchange would generally continue to be
exercisable in accordance with their terms.

Exchanges limit the amount by which the price of a futures contract may move
on any day. If the price moves equal the daily limit on successive days, then it
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may prove impossible to liquidate a futures position until the daily limit moves
have ceased. In the event of adverse price movements, the Fund would continue to
be required to make daily cash payments of variation margin on open futures
positions. In such situations, if the Fund has insufficient cash, it may have to
sell portfolio securities to meet daily variation margin requirements at a time
when 1t may be disadvantageous to do so. In addition, the Fund may be required
to take or make delivery of the instruments underlying interest rate futures
contracts it holds at a time when it is disadvantageous to do so. The inability
to close out options and futures positions could also have an adverse impact on
the Fund's ability to effectively hedge its portfolio.

In the event of the bankruptcy of a broker through which the Fund engages in
transactions in options, futures or options thereon, the Fund could experience
delays and/or losses in liquidating open positions purchased or sold through the
broker and/or incur a loss of all or part of its margin deposits with the
broker. Similarly, in the event of the bankruptcy of the writer of an OTC option
purchased by the Fund, the Fund could experience a loss of all or part of the
value of the option. Transactions are entered into by the Fund only with brokers
or financial institutions deemed creditworthy by the Investment Manager.

Each of the Exchanges has established 1limitations governing the maximum
number of call or put options on the same underlying security or futures
contract (whether or not covered) which may be written by a single investor,
whether acting alone or in concert with others (regardless of whether such
options are written on the same or different Exchanges or are held or written on
one or more accounts or through one or more brokers). An Exchange may order the
liquidation of positions found to be in violation of these 1limits and it may
impose other sanctions or restrictions. These position limits may restrict the
number of listed options which the Fund may write.

While the futures contracts and options transactions to be engaged in by the
Fund for the purpose of hedging the Fund's portfolio securities are not
speculative in nature, there are risks inherent in the use of such instruments.
One such risk which may arise in employing futures contracts to protect against
the price volatility of portfolio securities is that the prices of securities
and indexes subject to futures contracts (and thereby the futures contract
prices) may correlate imperfectly with the behavior of the cash prices of the
Fund's portfolio securities. Another such risk 1s that prices of interest rate
futures contracts may not move in tandem with the changes in prevailing interest
rates against which the Fund seeks a hedge. A correlation may also be distorted
by the fact that the futures market 1is dominated by short-term traders seeking
to profit from the difference between a contract or security price objective and
their cost of Dborrowed funds. Such distortions are generally minor and would
diminish as the contract approached maturity.

The hours of trading for options may not conform to the hours during which
the underlying securities are traded. To the extent that the option markets
close before the markets for the underlying securities, significant price and
rate movements can take place in the underlying markets that cannot be reflected
in the option markets.

STOCK INDEX OPTIONS. Options on stock indexes are similar to options on
stock except that, rather than the right to take or make delivery of stock at a
specified price, an option on a stock index gives the holder the right to
receive, wupon exercise of the option, an amount of cash if the closing level of
the stock index upon which the option is based is greater than, in the case of a
call, or less than, in the case of a
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put, the exercise price of the option. This amount of cash is equal to such
difference between the closing price of the index and the exercise price of the
option expressed in dollars times a specified multiple (the "multiplier"). The
multiplier for an index option performs a function similar to the unit of
trading for a stock option. It determines the total dollar value per contract of
each point in the difference between the exercise price of an option and the
current level of the underlying index. A multiplier of 100 means that a
one-point difference will yield $100. Options on different indexes may have
different multipliers. The writer of the option is obligated, in return for the
premium received, to make delivery of this amount. Unlike stock options, all
settlements are in cash and a gain or loss depends on price movements in the
stock market generally (or in a particular segment of the market) rather than
the price movements in individual stocks. Currently, options are traded on the
S&P 100 Index and the S&P 500 1Index on the Chicago Board Options Exchange, the
Major Market Index and the Computer Technology Index, O0il 1Index and
Institutional Index on the American Stock Exchange and the NYSE Index and NYSE
Beta Index on the New York Stock Exchange, The Financial News Composite Index on
the Pacific Stock Exchange and the Value Line Index, National O-T-C Index and
Utilities Index on the Philadelphia Stock Exchange, each of which and any
similar 1index on which options are traded in the future which include stocks
that are not 1limited to any particular industry or segment of the market 1is
referred to as a "broadly based stock market index." Options on stock indexes
provide the Fund with a means of protecting the Fund against the risk of market
wide price movements. If the Investment Manager anticipates a market decline,
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the Fund could purchase a stock index put option. If the expected market decline
materialized, the resulting decrease in the value of the Fund's portfolio would
be offset to the extent of the increase in the value of the put option. If the
Investment Manager anticipates a market rise, the Fund may purchase a stock
index call option to enable the Fund to participate 1in such rise until
completion of anticipated common stock purchases by the Fund. Purchases and
sales of stock index options also enable the Investment Manager to more speedily
achieve changes in the Fund's equity positions.

The Fund will write put options on stock indexes only if such positions are
covered by cash, U.S. Government securities or other high grade debt obligations
equal to the aggregate exercise price of the puts, which cover is held for the
Fund in a segregated account maintained for it by the Fund's Custodian. All call
options on stock indexes written by the Fund will Dbe covered either by a
portfolio of stocks substantially replicating the movement of the index
underlying the call option or by holding a separate call option on the same
stock index with a strike price no higher than the strike price of the call
option sold by the Fund.

RISKS OF OPTIONS ON INDEXES. Because exercises of stock index options are
settled in cash, call writers such as the Fund cannot provide in advance for
their potential settlement obligations by acquiring and holding the underlying
securities. A call writer can offset some of the risk of its writing position by
holding a diversified portfolio of stocks similar to those on which the
underlying index 1s Dbased. However, most investors cannot, as a practical
matter, acquire and hold a portfolio containing exactly the same stocks as the
underlying index, and, as a result, bear a risk that the value of the securities
held will vary from the value of the index. Even if an index call writer could
assemble a stock portfolio that exactly reproduced the composition of the
underlying index, the writer still would not be fully covered from a risk
standpoint because of the "timing risk" inherent in writing index options. When
an 1index option is exercised, the amount of cash that the holder is entitled to
receive is determined by the difference Dbetween the exercise price and the
closing 1index level on the date when the option is exercised. As with other
kinds of options, the writer will not learn that it has been assigned until the
next business day, at the earliest. The time lag between exercise and notice of
assignment poses no risk for the writer of a covered call on a specific
underlying security, such as a common stock, Dbecause there the writer's
obligation is to deliver the underlying security, not to pay its value as of a
fixed time 1in the past. So long as the writer already owns the underlying
security, it can satisfy its settlement obligations by simply delivering it, and
the risk that its value may have declined since the exercise date is borne by
the exercising holder. In contrast, even if the writer of an index call holds
stocks that exactly match the composition of the underlying index, it will not
be able to satisfy its assignment obligations by delivering those stocks against
payment of the exercise price. Instead, it will be required to pay cash in an
amount based on the closing index value on the exercise date; and by the time it
learns that it has been assigned, the index
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may have declined, with a corresponding decrease in the value of its stock
portfolio. This "timing risk" is an inherent limitation on the ability of index
call writers to cover their risk exposure by holding stock positions.

A holder of an index option who exercises it before the closing index value
for that day is available runs the risk that the level of the underlying index
may subsequently change. If such a change causes the exercised option to fall
out-of-the-money, the exercising holder will be required to pay the difference
between the closing index value and the exercise price of the option (times the
applicable multiplier) to the assigned writer.

If dissemination of the current level of an underlying index is interrupted,
or 1if trading is interrupted in stocks accounting for a substantial portion of
the value of an index, the trading of options on that index will ordinarily be
halted. If the trading of options on an underlying index is halted, an exchange
may impose restrictions prohibiting the exercise of such options.

FUTURES CONTRACTS. The Fund may purchase and sell interest rate and stock
index futures contracts ("futures contracts") that are traded on U.S. commodity
exchanges on such underlying securities as U.S. Treasury bonds, notes and bills
("interest rate" futures) and such indexes as the S&P 500 Index, the Moody's
Investment-Grade Corporate Bond Index and the New York Stock Exchange Composite
Index ("index" futures).

As a futures contract purchaser, the Fund incurs an obligation to take
delivery of a specified amount of the obligation underlying the contract at a
specified time in the future for a specified price. As a seller of a futures
contract, the Fund incurs an obligation to deliver the specified amount of the
underlying obligation at a specified time in return for an agreed upon price.

The Fund will purchase or sell interest rate futures contracts and bond
index futures contracts for the purpose of hedging its fixed-income portfolio
(or anticipated portfolio) securities against changes in prevailing interest
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rates. If the Investment Manager anticipates that interest rates may rise and,
concomitantly, the price of fixed-income securities fall, the Fund may sell an
interest rate futures contract or a bond index futures contract. If declining
interest rates are anticipated, the Fund may purchase an interest rate futures
contract to protect against a potential increase in the price of U.S. Government
securities the Fund intends to purchase. Subsequently, appropriate fixed-income
securities may be purchased by the Fund in an orderly fashion; as securities are
purchased, corresponding futures positions would be terminated by offsetting
sales of contracts.

The Fund will purchase or sell stock index futures contracts for the purpose
of hedging its equity portfolio (or anticipated portfolio) securities against
changes 1in their prices. If the Investment Manager anticipates that the prices
of stock held by the Fund may fall, the Fund may sell a stock index futures
contract. Conversely, 1f the Investment Manager wishes to hedge against
anticipated price rises in those stocks which the Fund intends to purchase, the
Fund may purchase stock index futures contracts. In addition, interest rate and
stock index futures contracts will be bought or sold in order to close out a
short or long position in a corresponding futures contract.

Although most interest rate futures contracts call for actual delivery or
acceptance of securities, the contracts wusually are closed out before the
settlement date without the making or taking of delivery. Index futures
contracts provide for the delivery of an amount of cash equal to a specified
dollar amount times the difference between the stock index value at the open or
close of the last trading day of the contract and the futures contract price. A
futures contract sale is closed out by effecting a futures contract purchase for
the same aggregate amount of the specific type of equity security and the same
delivery date. If the sale price exceeds the offsetting purchase price, the
seller would be paid the difference and would realize a gain. If the offsetting
purchase price exceeds the sale price, the seller would pay the difference and
would realize a loss. Similarly, a futures contract purchase 1is closed out by
effecting a futures contract sale for the same aggregate amount of the specific
type of equity security and
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the same delivery date. If the offsetting sale price exceeds the purchase price,
the purchaser would realize a gain, whereas if the purchase price exceeds the
offsetting sale price, the purchaser would realize a loss. There is no assurance
that the Fund will be able to enter into a closing transaction.

INTEREST RATE FUTURES CONTRACTS. When the Fund enters into an interest rate
futures contract, it is initially required to deposit with the Fund's Custodian,
in a segregated account in the name of the broker performing the transaction, an
"initial margin" of cash or U.S. Government securities or other high grade
short-term debt obligations equal to approximately 2% of the contract amount.
Initial margin requirements are established by the Exchanges on which futures
contracts trade and may, from time to time, change. In addition, brokers may
establish margin deposit requirements in excess of those required by the
Exchanges.

Initial margin in futures transactions 1is different from margin in
securities transactions in that initial margin does not involve the borrowing of
funds by a brokers' client but is, rather, a good faith deposit on the futures
contract which will be returned to the Fund upon the proper termination of the
futures contract. The margin deposits made are marked to market daily and the
Fund may be required to make subsequent deposits called "variation margin", with
the Fund's Custodian, in the account in the name of the broker, which are
reflective of price fluctuations in the futures contract. Currently, interest
rates futures contracts can be purchased on debt securities such as U.S.
Treasury Bills and Bonds, U.S. Treasury Notes with maturities between 6 1/2 and
10 years, GNMA Certificates and Bank Certificates of Deposit.

INDEX FUTURES CONTRACTS. The Fund may invest in index futures contracts. An
index futures contract sale creates an obligation by the Fund, as seller, to
deliver cash at a specified future time. An index futures contract purchase
would create an obligation by the Fund, as purchaser, to take delivery of cash
at a specified future time. Futures contracts on 1indexes do not require the
physical delivery of securities, but provide for a final cash settlement on the
expiration date which reflects accumulated profits and losses credited or
debited to each party's account.

The Fund 1s required to maintain margin deposits with Dbrokerage firms
through which it effects index futures contracts in a manner similar to that
described above for interest rate futures contracts. Currently, the initial
margin requirement is approximately 5% of the contract amount for index futures.
In addition, due to current industry practice, daily variations in gains and
losses on open contracts are required to be reflected in cash in the form of
variation margin payments. The Fund may be required to make additional margin
payments during the term of the contract.

At any time prior to expiration of the futures contract, the Fund may elect
to close the position Dby taking an opposite position which will operate to
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terminate the Fund's position in the futures contract. A final determination of
variation margin is then made, additional cash is required to be paid by or
released to the Fund and the Fund realizes a loss or a gain.

Currently, index futures contracts can be purchased or sold with respect to,
among others, the Standard & Poor's 500 Stock Price Index and the Standard &
Poor's 100 Stock Price 1Index on the Chicago Mercantile Exchange, the New York
Stock Exchange Composite Index on the New York Futures Exchange, the Major
Market Index on the American Stock Exchange, the Moody's Investment-Grade
Corporate Bond Index on the Chicago Board of Trade and the Value Line Stock
Index on the Kansas City Board of Trade.

OPTIONS ON FUTURES CONTRACTS. The Fund may purchase and write call and put
options on futures contracts and enter into closing transactions with respect to
such options to terminate an existing position. An option on a futures contract
gives the purchaser the right (in return for the premium paid), and the writer
the obligation, to assume a position in a futures contract (a long position if
the option is a call and a short position if the option is a put) at a specified
exercise price at any time during the term of the option. Upon exercise of the
option, the delivery of the futures position by the writer of the option to the
holder of the option 1is accompanied by delivery of the accumulated balance in
the writer's futures
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margin account, which represents the amount by which the market price of the
futures contract at the time of exercise exceeds, 1in the case of a call, or 1is
less than, in the case of a put, the exercise price of the option on the futures
contract.

The Fund will purchase and write options on futures contracts for identical
purposes to those set forth above for the purchase of a futures contract
(purchase of a call option or sale of a put option) and the sale of a futures
contract (purchase of a put option or sale of a call option), or to close out a
long or short position in futures contracts. If, for example, the Investment
Manager wished to protect against an increase 1in interest rates and the
resulting negative impact on the value of a portion of its fixed-income
portfolio, it might write a call option on an interest rate futures contract,
the wunderlying security of which correlates with the portion of the portfolio
the Investment Manager seeks to hedge. Any premiums received in the writing of
options on futures contracts may, of course, augment the total return of the
Fund and thereby provide a further hedge against losses resulting from price
declines in portions of the Fund's portfolio.

The writer of an option on a futures contract is required to deposit initial
and variation margin pursuant to requirements similar to those applicable to
futures contracts. Premiums received from the writing of an option on a futures
contract are included in initial margin deposits.

LIMITATIONS ON FUTURES CONTRACTS AND OPTIONS ON FUTURES. The Fund may not
enter into futures contracts or purchase related options thereon if, immediately
thereafter, the amount committed to margin plus the amount paid for premiums for
unexpired options on futures contracts exceeds 5% of the wvalue of the Fund's
total assets, after taking into account unrealized gains and unrealized losses
on such contracts it has entered into, provided, however, that in the case of an
option that is in-the-money (the exercise price of the call (put) option is less
(more) than the market price of the wunderlying security) at the time of
purchase, the in-the-money amount may be excluded in calculating the 5%.
However, there is no overall limitation on the percentage of the Fund's assets
which may be subject to a hedge position. In addition, in accordance with the
regulations of the Commodity Futures Trading Commission ("CFTC") under which the
Fund is exempted from registration as a commodity pool operator, the Fund may
only enter into futures contracts and options on futures contracts transactions
for purposes of hedging a part or all of its portfolio. If the CFTC changes its
regulations so that the Fund would be permitted to write options on futures
contracts for purposes other than hedging the Fund's investments without CFTC
registration, the Fund may engage in such transactions for those purposes.
Except as described above, there are no other limitations on the use of futures
and options thereon by the Fund.

RISKS OF TRANSACTIONS IN FUTURES CONTRACTS AND RELATED OPTIONS. The Fund
may sell a futures contract to protect against the decline in the value of
securities held by the Fund. However, it is possible that the futures market may
advance and the value of securities held in the portfolio of the Fund may
decline. If this occurred, the Fund would lose money on the futures contract and
also experience a decline in value of its portfolio securities. However, while
this could occur for a very brief period or to a very small degree, over time
the value of a diversified portfolio will tend to move in the same direction as
the futures contracts.

If the Fund purchases a futures contract to hedge against the increase in
value of securities it intends to buy, and the value of such securities
decreases, then the Fund may determine not to invest 1in the securities as
planned and will realize a loss on the futures contract that is not offset by a
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reduction in the price of the securities.

In addition, if the Fund holds a long position in a futures contract or has
sold a put option on a futures contract, it will hold cash, U.S. Government
securities or other high grade debt obligations equal to the purchase price of
the contract or the exercise price of the put option (less the amount of initial
or variation margin on deposit) in a segregated account maintained for the Fund
by 1its Custodian. Alternatively, the Fund could cover its long position by
purchasing a put option on the same futures contract with an exercise price as
high or higher than the price of the contract held by the Fund.
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If the Fund maintains a short position in a futures contract or has sold a
call option on a futures contract, it will cover this position by holding, in a
segregated account maintained at its Custodian, cash, U.S. Government securities
or other high grade debt obligations equal in value (when added to any initial
or variation margin on deposit) to the market value of the securities underlying
the futures contract or the exercise price of the option. Such a position may
also be covered by owning the securities underlying the futures contract (in the
case of a stock index futures contract a portfolio of securities substantially
replicating the relevant index), or by holding a call option permitting the Fund
to purchase the same contract at a price no higher than the price at which the
short position was established.

Exchanges may limit the amount by which the price of futures contracts may
move on any day. If the price moves equal the daily limit on successive days,
then 1t may prove impossible to liquidate a futures position wuntil the daily
limit moves have ceased.

The extent to which the Fund may enter into transactions involving options
and futures contracts may be limited by the Internal Revenue Code's requirements
for qualification as a regulated investment company and the Fund's intention to
qualify as such. See "Dividends, Distributions and Taxes" in the Prospectus and
the Statement of Additional Information.

There may exist an imperfect correlation between the price movements of
futures contracts purchased by the Fund and the movements in the prices of the
securities which are the subject of the hedge. If participants in the futures
market elect to close out their contracts through offsetting transactions rather
than meet margin deposit requirements, distortions in the normal relationship
between the debt securities and futures markets could result. Price distortions
could also result if investors in futures contracts opt to make or take delivery
of underlying securities rather than engage in closing transactions due to the
resultant reduction in the liquidity of the futures market. In addition, due to
the fact that, from the point of view of speculators, the deposit requirements
in the futures markets are less onerous than margin requirements in the cash
market, increased participation by speculators in the futures market could cause
temporary price distortions. Due to the possibility of price distortions in the
futures market and because of the imperfect correlation between movements in the
prices of securities and movements in the prices of futures contracts, a correct
forecast of interest rate trends by the Investment Manager may still not result
in a successful hedging transaction.

There is no assurance that a liquid secondary market will exist for futures
contracts and related options in which the Fund may invest. In the event a
ligquid market does not exist, it may not be possible to close out a futures
position, and in the event of adverse price movements, the Fund would continue
to be required to make daily cash payments of variation margin. In addition,
limitations imposed by an exchange or board of trade on which futures contracts
are traded may compel or prevent the Fund from closing out a contract which may
result in reduced gain or 1increased loss to the Fund. The absence of a liquid
market in futures contracts might cause the Fund to make or take delivery of the
underlying securities at a time when it may be disadvantageous to do so.

Compared to the purchase or sale of futures contracts, the purchase of call
or put options on futures contracts involves less potential risk to the Fund
because the maximum amount at risk is the premium paid for the options (plus
transaction costs). However, there may be circumstances when the purchase of a
call or put option on a futures contract would result in a loss to the Fund
notwithstanding that the purchase or sale of a futures contract would not result
in a loss, as in the instance where there is no movement in the prices of the
futures contract or underlying securities.

The Investment Manager has substantial experience 1in the wuse of the
investment techniques described above under the heading "Options and Futures
Transactions," which techniques require skills different from those needed to
select the portfolio securities wunderlying various options and futures
contracts.

PORTFOLIO MANAGEMENT

The Fund's portfolio is actively managed by its Investment Manager with a
view to achieving the Fund's investment objective. In determining which
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securities to purchase for the Fund or hold in the
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Fund's portfolio, the Investment Manager will rely on information from wvarious
sources, including research, analysis and appraisals of brokers and dealers,
including DWR; the views of Trustees of the Fund and others regarding economic
developments and interest rate trends; and the Investment Manager's own analysis
of factors it deems relevant. It is anticipated that the Fund's portfolio
turnover rate will not exceed 100%. A 100% turnover rate would occur, for
example, 1if 100% of the securities held in the Fund's portfolio (excluding all
securities whose maturities at acquisitions were one year or less) were sold and
replaced within one year.

In addition to the investment restrictions enumerated in the Prospectus, the
investment restrictions 1listed below have been adopted by the Fund as
fundamental policies, except as otherwise indicated. Under the Act, a
fundamental policy may not be changed without the vote of a majority of the
outstanding voting securities of the Fund, as defined in the Act. Such a
majority is defined as the lesser of (a) 67% or more of the shares present at a
meeting of shareholders, if the holders of 50% of the outstanding shares of the
Fund are present or represented by proxy or (b) more than 50% of the outstanding
shares of the Fund.

The Fund may not:

1. Invest in securities of any issuer if, to the knowledge of the Fund,
any officer or trustee/ director of the Fund or of the Investment Manager
owns more than 1/2 of 1% of the outstanding securities of such issuer, and
such officers and trustees/directors who own more than 1/2 of 1% own in the
aggregate more than 5% of the outstanding securities of such issuers.

2. Purchase or sell real estate or interests therein, (including
limited partnership interests) although the Fund may purchase securities of
issuers which engage 1in real estate operations and securities secured by
real estate or interests therein.

3. Purchase o0il, gas or other mineral leases, rights or royalty
contracts or exploration or development programs, except that the Fund may
invest in the securities of companies which operate, invest in, or sponsor
such programs.

4. Purchase securities of other investment companies, except in
connection with a merger, consolidation, reorganization or aquisition of
assets.

5. Borrow money, except that the Fund may borrow from a Dbank for
temporary or emergency purposes 1in amounts not exceeding 5% (taken at the
lower of cost or current value) of 1its total assets (not including the
amount borrowed) .

6. Pledge its assets or assign or otherwise encumber them except to
secure borrowings effected within the limitations set forth in restriction
(5). For the purpose of this restriction, collateral arrangements with
respect to the writing of options and collateral arrangements with respect
to initial or variation margin for futures are not deemed to be pledges of
assets.

7. Issue senior securities as defined in the Act except insofar as the
Fund may be deemed to have issued a senior security by reason of borrowing
money in accordance with restrictions described above.

8. Make loans of money or securities, except: (a) by the purchase of
publicly distributed debt obligations in which the Fund may invest
consistent with its investment objective and policies; (b) by investment in
repurchase agreements; or (c) by lending its portfolio securities.

9. Make short sales of securities.
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10. Purchase securities on margin, except for such short-term loans as
are necessary for the clearance of portfolio securities. The deposit or
payment by the Fund of initial or variation margin in connection with
futures contracts or related options thereon is not considered the purchase
of a security on margin.

11. Engage in the underwriting of securities, except insofar as the Fund
may be deemed an underwriter under the Securities Act of 1933 in disposing
of a portfolio security.
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12. Invest for the purpose of exercising control or management of any
other issuer.

In addition, the Fund, as a non-fundamental policy, will not invest in
warrants, although it may acquire warrants attached to other securities
purchased by the Fund.

With respect to the investment restrictions listed above and those listed in
the Prospectus, 1f a percentage restriction is adhered to at the time of
investment, a later increase or decrease 1in percentage resulting from a change
in values of portfolio securities or amount of total or net assets will not be
considered a violation of any of the foregoing restrictions.

PORTFOLIO TRANSACTIONS AND BROKERAGE

Subject to the general supervision of the Board of Trustees, the Investment
Manager 1s responsible for decisions to buy and sell securities for the Fund,
the selection of brokers and dealers to effect the transactions, and the
negotiation of brokerage commissions, if any. Purchases and sales of securities
on a stock exchange are effected through brokers who charge a commission for
their services. In the over-the-counter market, securities are generally traded
on a "net" basis with dealers acting as principal for their own accounts without
a stated commission, although the price of the security usually includes a
profit to the dealer. Securities may Dbe purchased at times in underwriting
offerings where the price includes a fixed amount of compensation, generally
referred to as the underwriter's concession or discount. Options and futures
transactions will usually be effected through a broker and a commission will be
charged. On occasion, the Fund may also purchase certain money market
instruments directly from an issuer, in which case no commissions or discounts
are paid.

The Investment Manager currently serves as investment manager to a number of
clients, including other investment companies, and may in the future act as
investment manager or adviser to others. It is the practice of the Investment
Manager to cause purchase and sale transactions to be allocated among the Fund
and others whose assets it manages in such manner as it deems equitable. 1In
making such allocations among the Fund and other «client accounts, the main
factors considered are the respective investment objectives, the relative size
of portfolio holdings of the same or comparable securities, the availability of
cash for investment, the size of investment commitments generally held and the
opinions of the persons responsible for managing the portfolios of the Fund and
other client accounts.

The aggregate amounts of brokerage commissions paid by the Fund during the
fiscal years ended December 31, 1991, 1992 and 1993 were $930,348, $1,391,109
and $899,273, respectively.

The policy of the Fund regarding purchases and sales of securities for its
portfolio is that primary consideration will be given to obtaining the most
favorable prices and efficient executions of transactions. Consistent with this
policy, when securities transactions are effected on a stock exchange, the
Fund's policy is to pay commissions which are considered fair and reasonable
without necessarily determining that the lowest possible commissions are paid in
all circumstances. The Fund believes that a requirement always to seek the
lowest possible commission cost could impede effective portfolio management and
preclude the Fund and the Investment Manager from obtaining a high quality of
brokerage and research services. In seeking to determine the reasonableness of
brokerage commissions paid in any transaction, the Investment Manager relies
upon its experience and knowledge regarding commissions generally charged by
various Dbrokers and on its judgment 1in evaluating the Dbrokerage and research
services received from the broker effecting the transaction. Such determinations
are necessarily subjective and imprecise, as in most cases an exact dollar value
for those services is not ascertainable.
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In seeking to implement the Fund's policies, the Investment Manager effects
transactions with those brokers and dealers who the Investment Manager believes
provide the most favorable prices and are capable of providing efficient
executions. If the Investment Manager believes such prices and executions are
obtainable from more than one broker or dealer, it may give consideration to
placing portfolio transactions with those brokers and dealers who also furnish
research and other services to the Fund or the Investment Manager. Such services
may include, Dbut are not limited to, any one or more of the following:
information as to the availability of securities for purchase or sale;
statistical or factual information or opinions pertaining to investment; wire
services; and appraisals or evaluations of portfolio securities. During the
fiscal year ended December 31, 1993, the Fund directed the payment of $687,188
in brokerage commissions in connection with transactions in the aggregate amount
of $357,302,590 to brokers because of research services provided.

The information and services received by the Investment Manager from brokers
and dealers may be of benefit to the Investment Manager in the management of
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accounts of some of its other clients and may not in all cases benefit the Fund
directly. While the receipt of such information and services is wuseful in
varying degrees and would generally reduce the amount of research or services
otherwise performed by the Investment Manager and thereby reduce its expenses,
it is of indeterminable value and the management fee paid to the Investment
Manager 1s not reduced by any amount that may be attributable to the value of
such services.

Pursuant to an order of the Securities and Exchange Commission, the Fund may
effect principal transactions in certain money market instruments with DWR. The
Fund will limit its transactions with DWR to U.S. Government and Government
Agency Securities, Bank Money Instruments (i.e., Certificates of Deposit and
Bankers' Acceptances) and Commercial Paper. Such transactions will be effected
with DWR only when the price available from DWR 1is better than that available
from other dealers.

Consistent with the policy described above, Dbrokerage transactions in
securities listed on exchanges or admitted to unlisted trading privileges may be
effected through DWR. In order for DWR to effect any portfolio transactions for
the Fund, the commissions, fees or other remuneration received by DWR must be
reasonable and fair compared to the commissions, fees or other remuneration paid
to other brokers in connection with comparable transactions involving similar
securities being purchased or sold on an exchange during a comparable period of
time. This standard would allow DWR to receive no more than the remuneration
which would be expected to be received by an wunaffiliated broker in a
commensurate arm's-length transaction. Furthermore, the Board of Trustees of the
Fund, including a majority of the Trustees who are not "interested" persons of
the Fund, as defined in the Act, have adopted procedures which are reasonably
designed to provide that any commissions, fees or other remuneration paid to DWR
are consistent with the foregoing standard. During the fiscal years ended
December 31, 1991, 1992 and 1993, the Fund paid a total of $155,135, $259,425
and $129,600, respectively, in brokerage commissions to DWR. The Fund does not
reduce the management fee it pays to the Investment Manager by any amount of the
brokerage commissions it may pay to DWR. During the fiscal year ended December
31, 1993, the brokerage commissions paid to DWR represented approximately 14.41%
of the total brokerage commissions paid by the Fund during the period and were
paid on account of transactions having an aggregate dollar value equal to
approximately 17.34% of the aggregate dollar value of all portfolio transactions
of the Fund during the period for which commissions were paid.

During the fiscal vyear ended December 31, 1993, the Fund purchased
securities issued by Goldman, Sachs & Co. In its capacity as a broker-dealer,
this firm, or its Dbrokerage affiliates, were among the ten broker-dealers who
executed, on a principal Dbasis, the largest dollar amounts of portfolio
securities transactions for the Fund. At December 31, 1993, the Fund held
securities 1issued by Goldman Sachs & Co. with a total value of $16,875,061 at
such date.
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As discussed in the Prospectus, shares of the Fund are distributed by Dean
Witter Distributors Inc. (the "Distributor"). The Distributor has entered into a
selected dealer agreement with DWR, which through its own sales organization
sells shares of the Fund. In addition, the Distributor may enter into selected
dealer agreements with other selected Dbroker-dealers. The Distributor, a
Delaware corporation, is a wholly-owned subsidiary of DWDC. The Trustees of the
Fund, including a majority of the Trustees who are not, and were not at the time
they voted, interested persons of the Fund, as defined in the Act (the
"Independent Trustees"), approved, at their meeting held on October 30, 1992, a
Distribution Agreement appointing the Distributor exclusive distributor of the
Fund's shares and providing for the Distributor to bear distribution expenses
not Dborne by the Fund. The Distribution Agreement took effect on June 30, 1993
upon the spin-off by Sears, Roebuck and Co. of its remaining shares of DWDC. By
its terms, the Distribution Agreement has an initial term ending April 30, 1994,
and provides that it will remain in effect from year to year thereafter if
approved by the Board.

The Distributor bears all expenses it may incur in providing services under
the Distribution Agreement. Such expenses include the payment of commissions for
sales of the Fund's shares and incentive compensation to account executives. The
Distributor will also pay certain expenses 1in connection with the distribution
of the Fund's shares, including the costs of preparing, printing and
distributing advertising or promotional materials, and the costs of printing and
distributing prospectuses and supplements thereto used in connection with the
offering and sale of the Fund's shares. The Fund bears the costs of initial
typesetting, printing and distribution of prospectuses and supplements thereto
to shareholders. The Fund also will bear the costs of registering the Fund and
its shares under federal and state securities laws. The Fund and the Distributor
have agreed to indemnify each other against certain liabilities, including
liabilities under the Securities Act of 1933, as amended. Under the Distribution
Agreement, the Distributor uses 1its best efforts in rendering services to the
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Fund, Dbut in the absence of willful misfeasance, bad faith, gross negligence or
reckless disregard of its obligations, the Distributor is not liable to the Fund
or any of its shareholders for any error of judgment or mistake of law or for
any act or omission or for any losses sustained by the Fund or its shareholders.

PLAN OF DISTRIBUTION

To compensate the Distributor for the services it provides and for the
expenses it bears under the Distribution Agreement, the Fund has adopted a Plan
of Distribution pursuant to Rule 12b-1 under the Act (the "Plan") pursuant to
which the Fund pays the Distributor compensation accrued daily and payable
monthly at the annual rate of 1.0% of the lesser of: (a) the average daily
aggregate gross sales of the Fund's shares since the inception of the Fund (not
including reinvestments of dividends or capital gains distributions), less the
average daily aggregate net asset value of the Fund's shares redeemed since the
Fund's inception upon which a contingent deferred sales charge has been imposed
or upon which such charge has been waived; or (b) the Fund's average daily net
assets. The Distributor also receives the proceeds of contingent deferred sales
charges imposed on certain redemptions of shares, which are separate and apart
from payments made pursuant to the Plan (see "Redemptions and
Repurchases--Contingent Deferred Sales Charge" in the Prospectus). The
Distributor has informed the Fund that it and/or DWR received approximately
$3,172,000, $3,476,000 and $6,187,000, none of which was retained by the
Distributor in contingent deferred sales charges for the fiscal years ended
December 31, 1991, 1992 and 1993.

Under its terms, the Plan had an initial term ending April 30, 1988, and
provides that it will remain in effect from year to year thereafter, provided
such continuance is approved annually by a vote of the Trustees, including a
majority of the Trustees who are not interested persons of the Fund (as defined
in the Act) and who have no direct or indirect financial interest 1in the
operation of the Plan (the "Independent 12b-1 Trustees"). The Plan was submitted
to and approved by the Trustees of the Fund, including a majority of the
Independent 12b-1 Trustees, at their meeting held on January 14, 1988 and
subsequently by the shareholders at the Meeting of Shareholders on June 28,
1989. Continuation of the Plan was most recently approved by the Trustees,
including a majority of the Independent 12b-1 Trustees, on April 28,
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1993 at a meeting called for the purpose of voting on such Plan. At that meeting
the Trustees and the Independent 12b-1 Trustees, after evaluating all the
information they deemed necessary to make an informed determination of whether
the Plan should be continued, approved the continuation of the Plan until April
30, 1994. In making their determination to continue the Plan, the Trustees
considered: (1) the Fund's experience under the Plan and whether such experience
indicates that the Plan is operating as anticipated; (2) the benefits the Fund
had obtained, was obtaining and would be likely to obtain under the Plan; and
(3) what services had been provided and were continuing to be provided under the
Plan by DWR to the Fund and its shareholders. Based upon their review, the
Trustees of the Fund, including each of the Independent 12b-1 Trustees,
determined that continuation of the Plan would be in the best interest of the
Fund and would have a reasonable likelihood of continuing to benefit the Fund
and its shareholders. In the Trustees' quarterly reviews of the Plan, they will
consider its continued appropriateness and the level of compensation provided
therein.

At their meeting held on October 30, 1992, the Trustees of the Fund,
including all of the independent 12b-1 Trustees, approved certain amendments to
the Plan which took effect in January, 1993 and were designed to reflect the
fact that wupon the reorganization described above the share distribution
activities theretofore performed for the Fund by DWR were assumed by the
Distributor and that DWR's sales activities are now being performed pursuant to
the terms of a selected dealer agreement between the Distributor and DWR. The
amendments provide that payments under the Plan will be made to the Distributor
rather than to DWR as they had been Dbefore the amendment, and that the
Distributor in turn is authorized to make payments to DWR, its affiliates or
other selected broker-dealers (or direct that the Fund pay such entities
directly). The Distributor 1s also authorized to retain part of such fee as
compensation for its own distribution-related expenses.

The Distributor has informed the Fund that a portion of the fees payable by
the Fund each year pursuant to the Plan equal to 0.25% of the Fund's average
daily net assets is characterized as a "service fee" under the Rules of Fair
Practice of the National Association of Securities Dealers, Inc. (of which the
Distributor is a member). Such portion of the fee is a payment made for personal
service and/or the maintenance of shareholder accounts. The remaining portion of
the Plan fees payable by the Fund is characterized as an "asset-based sales
charge" as defined in the aforementioned Rules of Fair Practice.

Under the Plan and as required by Rule 12b-1, the Trustees receive and
review promptly after the end of each fiscal quarter a written report provided
by the Distributor of the amounts expended by the Distributor under the Plan and
the purpose for which such expenditures were made. The Fund accrued amounts
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payable to the Distributor under the Plan, during the fiscal year ended December
31, 1993 of $29,856,959. This amount is equal to payments required to be paid
monthly by the Fund which were computed at the annual rate of 1.0% of the
average daily aggregate gross sales of the Fund's shares since the inception of
the Fund (not including reinvestments of dividends or capital gains
distributions), less the average daily aggregate net asset value of the Fund's
shares redeemed since the Fund's inception upon which a contingent deferred
sales charge has been imposed or waived. This amount is treated by the Fund as
an expense in the year it is accrued.

The Plan was adopted 1in order to permit the implementation of the Fund's
method of distribution. Under this distribution method shares of the Fund are
sold without a sales load Dbeing deducted at the time of purchase, so that the
full amount of an investor's purchase payment will be invested in shares without
any deduction for sales charges. Shares of the Fund may be subject to a
contingent deferred sales charge, payable to the Distributor, if redeemed during
the six years after their purchase. DWR compensates 1its account executives by
paying them, from its own funds, commissions for the sale of the Fund's shares,
currently a gross sales credit of up to 5% of the amount sold and an annual
residual of up to .25 of 1% of the current value (not including reinvested
dividends or distributions) of the amount sold. The gross sales credit is a
charge which reflects commissions paid by DWR to its account executives and
DWR's Fund associated distribution-related expenses, including sales
compensation and overhead and other branch office distribution-related expenses
including: (a) the expenses of operating DWR's branch offices in connection with
the sale of Fund shares, including lease costs, the salaries and employee
benefits of operations and sales support personnel, utility costs,
communications costs and
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the costs of stationery and supplies, (b) the costs of client sales seminars,
(c) travel expenses of mutual fund sales coordinators to promote the sale of
Fund shares and (d) other expenses relating to branch promotion of Fund sales.
The distribution fee that the Distributor receives from the Fund under the Plan,
in effect, offsets distribution expenses 1incurred on behalf of the Fund and
opportunity costs, such as the gross sales credit and an assumed interest charge
thereon ("carrying charge"). In the Distributor's reporting of the distribution
expenses to the Fund, such assumed interest (computed at the "broker's call
rate") has been calculated on the gross sales credit as it is reduced by amounts
received Dby the Distributor under the Plan and any contingent deferred sales
charges received by the Distributor upon redemption of shares of the Fund. No
other interest charge is included as a distribution expense in the Distributor's
calculation of distribution costs for this purpose. The broker's call rate is
the interest rate charged to securities Dbrokers on loans secured by
exchange-listed securities.

The Fund paid 100% of the $29,856,959 accrued under the Plan for the fiscal
year ended December 31, 1993, to DWR, the distributor of the Fund's shares. DWR
estimates that it has spent, pursuant to the Plan, $221,228,143 on behalf of the
Fund since the inception of the Plan. It is estimated that this amount was spent
in approximately the following ways: (i) 0.93% ($2,058,159) -- advertising and
promotional expenses; (ii) .13% ($296,508) -- printing of prospectuses for
distribution to other than current shareholders; and (iii) 98.94% ($218,873,476)
- -- other expenses, including the gross sales credit and the carrying charge, of
which 6.70% ($14,664,205) represents carrying charges, 36.73% ($80,397,190)
represents commission credits to DWR branch offices for payments of commissions
to account executives and 56.57% ($123,812,081) represents overhead and other
branch office distribution-related expenses.

At any given time, the expenses of distributing shares of the Fund which may
be more or less than the total of (i) the payments made by the Fund pursuant to
the Plan and (ii) the proceeds of contingent deferred sales charges paid by
investors upon redemption of shares. DWR has advised the Fund that such excess
amount, including the carrying charge designed to approximate the opportunity
costs incurred by DWR which arise from it having advanced monies without having
received the amount of any sales charges imposed at the time of sale of the
Fund's shares, totalled $116,843,183 as of December 31, 1993. Because there is
no requirement under the Plan that the Distributor be reimbursed for all its
expenses or any requirement that the Plan Dbe continued from year to year, this
excess amount does not constitute a liability of the Fund. Although there is no
legal obligation for the Fund to pay distribution expenses in excess of payments
made to the Distributor under the Plan and the proceeds of contingent deferred
sales charges paid by investors upon redemption of shares, if for any reason the
Plan is terminated, the Trustees will consider at that time the manner in which
to treat such expenses. Any cumulative expenses incurred, but not yet recovered
through distribution fees or contingent deferred sales charges, may or may not
be recovered through future distribution fees or contingent deferred sales
charges.

No interested person of the Fund, nor any trustee of the Fund who is not an
interested person of the Fund, as defined in the Act, had any direct or indirect
financial 1interest in the operation of the Plan except to the extent that the
Distributor, InterCapital, DWR or certain of their employees may be deemed to
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have such an interest as a result of benefits derived from the successful
operation of the Plan or as a result of receiving a portion of the amounts
expended thereunder by the Fund.

The Plan may not be amended to increase materially the amount to be spent
for the services described therein without approval of the shareholders of the
Fund, and all material amendments of the Plan must also be approved by the
Trustees in the manner described above. The Plan may be terminated at any time,
without payment of any penalty, by vote of a majority of the Independent 12b-1
Trustees or by a vote of a majority of the outstanding voting securities of the
Fund (as defined in the Act) on not more than thirty days' written notice to any
other party to the Plan. So long as the Plan 1is in effect, the election and
nomination of Independent Trustees shall be committed to the discretion of the
Independent Trustees.
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DETERMINATION OF NET ASSET VALUE

As stated 1in the Prospectus, short-term debt securities with remaining
maturities of 60 days or less at the time of purchase are valued at amortized
cost, unless the Trustees determine such does not reflect the securities' market
value, in which case these securities will be valued at their fair value as
determined by the Trustees. Other short-term debt securities will be valued on a
mark-to-market basis until such time as they reach a remaining maturity of 60
days, whereupon they will be valued at amortized cost using their value on the
6lst day unless the Trustees determine such does not reflect the securities'
market value, in which case these securities will be valued at their fair value
as determined by the Trustees. Listed options on debt securities are valued at
the latest sale price on the exchange on which they are listed unless no sales
of such options have taken place that day, in which case they will be valued at
the mean between their latest bid and asked prices. Unlisted options on debt
securities and all options on equity securities are valued at the mean between
their 1latest bid and asked prices. Futures are valued at the latest sale price
on the commodities exchange on which they trade wunless the Trustees determine
that such price does not reflect their market value, in which case they will be
valued at their fair value as determined by the Trustees. All other securities
and other assets are valued at their fair value as determined in good faith
under procedures established by and under the supervision of the Trustees.

The net asset value per share of the Fund is determined once daily at 4:00
p.m., New York time on each day that the New York Stock Exchange is open by
taking the wvalue of all assets of the Fund, subtracting its liabilities,
dividing by the number of shares outstanding and adjusting to the nearest cent.
The New York Stock Exchange currently observes the following holidays: New
Year's Day, Presidents' Day, Good Friday, Memorial Day, Independence Day, Labor
Day, Thanksgiving Day and Christmas Day.

SHAREHOLDER SERVICES

Upon the purchase of shares of the Fund, a Shareholder Investment Account is
opened for the investor on the books of the Fund and maintained by the Fund's
Transfer Agent (the "Transfer Agent"). This is an open account in which shares
owned by the investor are credited by the Transfer Agent in lieu of issuance of
a share certificate. If a share certificate is desired, it must be requested in
writing for each transaction. Certificates are issued only for full shares and
may be redeposited in the account at any time. There is no charge to the
investor for issuance of a certificate. Whenever a shareholder instituted
transaction takes place in the Shareholder Investment Account, the shareholder
will be mailed a confirmation of the transaction from the Fund or from DWR or
other selected broker-dealer.

AUTOMATIC INVESTMENT OF DIVIDENDS AND DISTRIBUTIONS. As stated in the
Prospectus, all income dividends and capital gains distributions are
automatically paid in full and fractional shares of the Fund, unless the
shareholder requests that they be paid in cash. Each purchase of shares of the
Fund is made upon the condition that the Transfer Agent is thereby automatically
appointed as agent of the investor to receive all dividends and capital gains
distributions on shares owned by the investor. Such dividends and distributions
will Dbe paid, at the net asset value per share, in shares of the Fund (or in
cash if the shareholder so requests) as of the close of business on the record
date. At any time an investor may request the Transfer Agent, in writing, to
have subsequent dividends and/or capital gains distributions paid to him or her
in cash rather than shares. To assure sufficient time to process the change,
such request should be received by the Transfer Agent at least five business
days prior to the record date of the dividend or distribution. In the case of
recently purchased shares for which registration instructions have not been
received on the record date, cash payments will be made to DWR or other selected
broker-dealer, which will be forwarded to the shareholder, upon the receipt of
proper instructions.

TARGETED DIVIDENDS.SM In states where such 1is legally permissible,
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shareholders may also have all income dividends and capital gains distributions
automatically invested in shares of an open-end Dean Witter Fund other than the
Dean Witter Utilities Fund. Such investment will be made as described above for
automatic investment in shares of the Fund, at the net asset value per share of
the selected Dean Witter Fund as of the close of business on the payment date of
the dividend or distribution and will begin
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to earn dividends, if any, 1in the selected Dean Witter Fund the next business
day. To participate 1in the Targeted Dividends program, shareholders should
contact their DWR or other selected broker-dealer account executive or the
Transfer Agent. Shareholders of Dean Witter Utilities Fund must be shareholders
of the Dean Witter Fund targeted to receive investments from dividends at the
time they enter the Targeted Dividends program. Investors should review the
prospectus of the targeted Dean Witter Fund before entering the program.

EASYINVEST.SM Shareholders may subscribe to EasylInvest, an automatic
purchase plan which provides for any amount from $100 to $5,000 to be
transferred automatically from a checking or savings account, on a semi-monthly,
monthly or quarterly basis, to the Transfer Agent for investment in shares of
the Fund. Shares purchased through EasyInvest will be added to the shareholder's
existing account at the net asset wvalue calculated the same business day the
transfer of funds is effected. For further information or to subscribe to
EasyInvst, shareholders should contact their DWR or other selected dealer
account executive or the Transfer Agent.

INVESTMENT OF DISTRIBUTIONS RECEIVED IN CASH. As discussed in the
Prospectus, any shareholder who receives a cash payment representing a dividend
or distribution may invest such dividend or distribution at net asset value by
returning the check or the proceeds to the Transfer Agent within 30 days after
the payment date. If the shareholder returns the proceeds of a dividend or
distribution, such funds must be accompanied by a signed statement indicating
that the proceeds constitute a dividend or distribution to Dbe invested. Such
investment will be made at the net asset value per share next determined after
receipt of the proceeds by the Transfer Agent.

SYSTEMATIC WITHDRAWAL PLAN. As discussed in the Prospectus, a withdrawal
plan is available for shareholders who own or purchase shares of the Fund having
a minimum value of $10,000 based wupon the then current net asset value. The
Withdrawal Plan provides for monthly or quarterly (March, June, September and
December) checks in any dollar amount, not less than $25, or in any whole
percentage of the account balance, on an annualized basis.

Withdrawal Plan payments should not be considered as dividends, yields or
income. If periodic withdrawal plan payments continuously exceed net investment
income and net <capital gains, the shareholder's original investment will be
correspondingly reduced and ultimately exhausted.

Each withdrawal constitutes a redemption of shares and any gain or 1loss
realized must be recognized for Federal income tax purposes. Although the
shareholder may make additional investments of $2,500 or more under the
Withdrawal Plan, withdrawals made concurrently with purchases of additional
shares may Dbe inadvisable because of the contingent deferred sales charge
applicable to the redemption of shares purchased during the preceding six years
(see "Redemptions and Repurchases-- Contingent Deferred Sales Charge").

The Transfer Agent acts as agent for the shareholder in tendering to the
Fund for redemption sufficient full and fractional shares to provide the amount
of the periodic withdrawal payment designated in the application. The shares
will be redeemed at their net asset value determined on the tenth or
twenty-fifth day (or next following business day) of the relevant month or
quarter and normally a check for the proceeds will be mailed by the Transfer
Agent, or amounts credited to a shareholder's DWR brokerage account, within five
business days after the date of redemption. The Systematic Withdrawal Plan may
be terminated at any time by the Transfer Agent.

Any shareholder who wishes to have payments under the Withdrawal Plan made
to a third party or sent to an address other than the one listed on the account
must send complete written instructions to the Transfer Agent to enroll in the
Withdrawal Plan. The shareholder's signature on such instructions must be
guaranteed by an eligible guarantor acceptable to the Transfer Agent
(shareholders should contact the Transfer Agent for a determination as to
whether a particular institution is such an eligible guarantor). A shareholder
may, at any time, change the amount and interval of withdrawal payments and the
address to which checks are mailed may be changed by written notification to the
Transfer Agent. In
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addition, the party and/or the address to which checks are mailed may be changed
by written notification to the Transfer Agent, with signature guarantees
required in the manner described above. The shareholder may also terminate the
Withdrawal Plan at any time by written notice to the Transfer Agent. In the
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event of such termination, the account will be continued as a Shareholder
Investment Account. The shareholder may also redeem all or part of the shares
held in the Systematic Withdrawal Plan account (see "Redemptions and
Repurchases") at any time.

TAX-SHELTERED RETIREMENT PLANS. Retirement plans are available for use by
corporations, the self-employed, Individual Retirement Accounts and Custodial
Accounts under Section 403 (b) (7) of the Internal Revenue Code. Adoption of such
plans should be on advice of legal counsel or tax adviser.

For further information regarding plan administration, custodial fees and
other details, investors should contact the Distributor or the Fund.

DIRECT INVESTMENTS THROUGH TRANSFER AGENT. As discussed in the Prospectus,
a shareholder may make additional investments in Fund shares at any time by
sending a check in any amount, not less than $100, payable to Dean Witter
Utilities Fund, directly to the Fund's Transfer Agent. Such amounts will be
applied to the purchase of Fund shares at the net asset value per share next
computed after receipt of the check or purchase payment by the Transfer Agent.
The shares so purchased will be credited to the investor's account.

EXCHANGE PRIVILEGE

As discussed in the Prospectus, the Fund makes available to its shareholders
an Exchange Privilege whereby shareholders of the Fund may exchange their shares
for shares of other Dean Witter Funds sold with a contingent deferred sales
charge ("CDSC funds"), and for shares of Dean Witter Short-Term U.S. Treasury
Trust, Dean Witter Limited Term Municipal Trust, Dean Witter Short-Term Bond
Fund and five Dean Witter Funds which are money market funds (the foregoing
eight non-CDSC Funds are hereinafter referred to as "Exchange Funds"). Exchanges
may be made after the shares of the Fund acquired by purchase (not by exchange
or dividend reinvestment) have Dbeen held for thirty days. There is no waiting
period for exchanges of shares acquired by exchange or dividend reinvestment. An
exchange will Dbe treated for federal income tax purposes the same as a
repurchase or redemption of shares, on which the shareholder may realize a
capital gain or loss.

Any new account established through the Exchange Privilege will have the
same registration and cash dividend or dividend reinvestment plan as the present
account, unless the Transfer Agent receives written notification to the
contrary. For telephone exchanges, the exact registration of the existing
account and the account number must be provided.

Any shares held 1in certificate form cannot Dbe exchanged but must Dbe
forwarded to the Transfer Agent and deposited into the shareholder's account
before being eligible for exchange. (Certificates mailed in for deposit should
not be endorsed.)

As described Dbelow and in the Prospectus under the captions "Exchange
Privilege" and "Contingent Deferred Sales Charge," a contingent deferred sales

charge ("CDSC") may Dbe imposed wupon a redemption, depending on a number of
factors, including the number of years from the time of purchase until the time
of redemption or exchange ("holding period"). When shares of the Fund or any

other CDSC fund are exchanged for shares of an Exchange Fund, the exchange is
executed at no charge to the shareholder, without the imposition of the CDSC at
the time of the exchange. During the period of time the shareholder remains in
the Exchange Fund (calculated from the last day of the month in which the
Exchange Fund shares were acquired), the investment period or "year since
purchase payment made" is frozen. When shares are redeemed out of the Exchange
Fund they will be subject to a CDSC which would be based upon the period of time
the shareholder held shares in a CDSC fund. However, in the case of shares of
the Fund exchanged into an Exchange Fund, upon a redemption of shares which
results in a CDSC being imposed, a credit (not to exceed the amount of the CDSC)
will be given in an amount equal to the Exchange Fund 12b-1 distribution fees,
if any, incurred on or after that date which
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are attributable to those shares. Shareholders acquiring shares of an Exchange
Fund pursuant to this exchange privilege may exchange those shares back into a
CDSC fund from the Exchange Fund, with no CDSC being imposed on such exchange.
The investment period previously frozen when shares were first exchanged for
shares of the Exchange Fund resumes on the last day of the month in which shares
of a CDSC fund are reacquired. A CDSC 1is imposed only wupon an ultimate
redemption, based upon the time (calculated as described above) the shareholder
was invested in a CDSC fund.

In addition, shares of the Fund may be acquired in exchange for shares of
Dean Witter Funds sold with a front-end sales charge ("front-end sales charge
funds"), but shares of the Fund, however acquired, may not be exchanged for
shares of front-end sales charge funds. Shares of a CDSC fund acquired in
exchange for shares of a front-end sales charge fund (or in exchange for shares
of other Dean Witter Funds for which shares of a front-end sales charge fund
have been exchanged) are not subject to any CDSC upon their redemption.
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When shares initially purchased in a CDSC fund are exchanged for shares of
another CDSC fund, or for shares of an Exchange Fund, the date of purchase of
the shares of the fund exchanged into, for purposes of the CDSC upon redemption,
will be the 1last day of the month in which the shares being exchanged were
originally purchased. 1In allocating the purchase payments between funds for
purposes of the CDSC, the amount which represents the current net asset value of
shares at the time of the exchange which were (i) purchased more than three or
six years (depending on the CDSC schedule applicable to the shares) prior to the
exchange, (ii) originally acquired through reinvestment of dividends or
distributions and (iii) acquired 1in exchange for shares of front-end sales
charge funds, or for shares of other Dean Witter Funds for which shares of
front-end sales charge funds have been exchanged (all such shares called "Free
Shares"), will be exchanged first. Shares of Dean Witter American Value Fund
acquired prior to April 30, 1984, shares of Dean Witter Dividend Growth
Securities Inc. and Dean Witter ©Natural Resource Development Securities Inc.
acquired prior to July 2, 1984, and shares of Dean Witter Strategist Fund
acquired prior to November 8, 1989, are also considered Free Shares and will be
the first Free Shares to be exchanged. After an exchange, all dividends earned
on shares in an Exchange Fund will be considered Free Shares. If the exchanged
amount exceeds the wvalue of such Free Shares, an exchange is made, on a
block-by-block basis, of non-Free Shares held for the longest period of time
(except that 1f shares held for identical periods of time but subject to
different CDSC schedules are held in the same Exchange Privilege account, the
shares of that block that are subject to a lower CDSC rate will be exchanged
prior to the shares of that block that are subject to a higher CDSC rate).
Shares equal to any appreciation in the value of non-Free Shares exchanged will
be treated as Free Shares, and the amount of the purchase payments for the
non-Free Shares of the fund exchanged into will be equal to the lesser of (a)
the purchase payments for, or (b) the current net asset value of, the exchanged
non-Free Shares. If an exchange between funds would result in exchange of only
part of a particular Dblock of non-Free Shares, then shares equal to any
appreciation in the value of the block (up to the amount of the exchange) will
be treated as Free Shares and exchanged first, and the purchase payment for that
block will be allocated on a pro rata basis between the non-Free Shares of that
block to be retained and the non-Free Shares to Dbe exchanged. The prorated
amount of such purchase payment attributable to the retained non-Free Shares
will remain as the purchase payment for such shares, and the amount of purchase
payment for the exchanged non-Free Shares will be equal to the lesser of (a) the
prorated amount of the purchase payment for, or (b) the current net asset value
of, those exchanged non-Free Shares. Based upon the procedures described in the
Prospectus under the caption "Contingent Deferred Sales Charge", any applicable
CDSC will be imposed wupon the ultimate redemption of shares of any fund,
regardless of the number of exchanges since those shares were originally
purchased.

The Transfer Agent acts as agent for shareholders of the Fund in effecting
redemptions of Fund shares and in applying the proceeds to the purchase of other
fund shares. In the absence of negligence on 1its part, neither the Transfer
Agent nor the Fund shall be liable for any redemption of Fund shares caused by
unauthorized telephone instructions. Accordingly, in such event the investor
shall bear the risk of loss. The staff of the Securities and Exchange Commission
is currently considering the propriety of such a policy.
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With respect to the redemption or repurchase of shares of the Fund, the
application of proceeds to the purchase of new shares in the Fund or any other
of the funds and the general administration of the Exchange Privilege, the
Transfer Agent acts as agent for the Distributor and for the shareholder's
selected Dbroker-dealer, if any, in the performance of such functions. With
respect to exchanges, redemptions or repurchases, the Transfer Agent shall be
liable for its own negligence and not for the default or negligence of its
correspondents or for losses in transit. The Fund shall not be liable for any
default or negligence of the Transfer Agent, the Distributor or any selected
broker-dealer.

The Distributor and any selected broker-dealer have authorized and appointed
the Transfer Agent to act as their agent in connection with the application of
proceeds of any redemption of Fund shares to the purchase of shares of any other
fund and the general administration of the Exchange Privilege. No commission or
discounts will be paid to the Distributor or any selected broker-dealer for any
transactions pursuant to this Exchange Privilege.

Exchanges are subject to the minimum investment requirement and any other
conditions imposed by each fund. (The minimum initial investment is $5,000 for
Dean Witter Liquid Asset Fund Inc., Dean Witter Tax-Free Daily Income Trust,
Dean Witter California Tax-Free Daily Income Trust and Dean Witter New York
Municipal Money Market Trust although those funds may, at their discretion,
accept initial investments of as low as $1,000. The minimum initial investment
is $10,000 for Dean Witter Short-Term U.S. Treasury Trust, although that fund,
in its discretion, may accept initial purchases of as low as $5,000. The minimum
initial investment for all other Dean Witter Funds for which the Exchange
Privilege 1is available 1is $1,000.) Upon exchange into an Exchange Fund, the
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shares of that fund will be held in a special Exchange Privilege Account
separately from accounts of those shareholders who have acquired their shares
directly from that fund. As a result, certain services normally available to
shareholders of those funds, including the check writing feature, will not be
available for funds held in that account.

The Fund and each of the other Dean Witter Funds may 1limit the number of
times this Exchange Privilege may be exercised by any investor within a
specified period of time. Also, the Exchange Privilege may Dbe terminated or
revised at any time by the Fund and/or any of the Dean Witter Funds for which
shares of the Fund have been exchanged, upon such notice as may be required by
applicable regulatory agencies (presently sixty days' prior written notice for
termination or material revision), provided that six months' ©prior written
notice of termination will be given to the shareholders who hold shares of
Exchange Funds pursuant to the Exchange Privilege, and provided further that the
Exchange Privilege may be terminated or materially revised without notice at
times (a) when the New York Stock Exchange is closed for other than customary
weekends and holidays, (b) when trading on that Exchange is restricted, (c) when
an emergency exists as a result of which disposal by the Fund of securities
owned Dby it is not reasonably practicable or it 1is not reasonably practicable
for the Fund fairly to determine the wvalue of its net assets, (d) during any
other period when the Securities and Exchange Commission by order so permits
(provided that applicable rules and regulations of the Securities and Exchange
Commission shall govern as to whether the conditions prescribed in (b) or (c)
exist) or (e) if the Fund would be unable to invest amounts effectively in
accordance with its investment objective, policies and restrictions.

For further information regarding the Exchange Privilege, shareholders
should contact their DWR or other selected broker-dealer account executive or
the Transfer Agent.

REDEMPTIONS AND REPURCHASES

REDEMPTION. As stated in the Prospectus, shares of the Fund can be redeemed
for <cash at any time at the net asset value per share next determined; however,
such redemption proceeds may be reduced by the amount of any applicable
contingent deferred sales charges (see Dbelow). If shares are held 1in a
shareholder's account without a share certificate, a written request for
redemption to the Fund's Transfer Agent at P.O. Box 983, Jersey City, NJ 07303
is required. If certificates are held by the shareholders, the shares may Dbe
redeemed by surrendering the certificates with a written request for redemption.
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The share certificate, or an accompanying stock power, and the request for
redemption, must be signed by the shareholder or shareholders exactly as the
shares are registered. Each request for redemption, whether or not accompanied
by a share certificate, must Dbe sent to the Fund's Transfer Agent, which will
redeem the shares at their net asset value next computed (see "Purchase of Fund
Shares") after it receives the request, and certificate, if any, in good order.
Any redemption request received after such computation will be redeemed at the
next determined net asset value. The term "good order" means that the share
certificate, if any, and request for redemption are properly signed, accompanied
by any documentation required by the Transfer Agent, and Dbear signature
guarantees when required by the Fund or the Transfer Agent. If redemption is
requested by a corporation, partnership, trust or fiduciary, the Transfer Agent
may require that written evidence of authority acceptable to the Transfer Agent
be submitted before such request is accepted.

Whether certificates are held by the shareholder or shares are held in a
shareholder's account, if the proceeds are to be paid to any person other than
the record owner, or if the proceeds are to be paid to a corporation (other than
the Distributor or a selected broker-dealer for the account of the shareholder),
partnership, trust or fiduciary, or sent to the shareholder at an address other
than the registered address, signatures must Dbe guaranteed by an eligible
guarantor acceptable to the Transfer Agent (shareholders should contact the
Transfer Agent for a determination as to whether a particular institution is
such an eligible guarantor). A stock power may be obtained from any dealer or
commercial bank. The Fund may change the signature guarantee requirements from
time to time upon notice to shareholders, which may be a means of a new
prospectus.

CONTINGENT DEFERRED SALES CHARGE. As stated in the Prospectus, a contingent
deferred sales charge ("CDSC") will be imposed on any redemption by an investor
if after such redemption the current value of the investor's shares of the Fund
is less than the dollar amount of all payments by the shareholder for the
purchase of Fund shares during the preceding six years. However, no CDSC will be
imposed to the extent that the net asset value of the shares redeemed does not
exceed (a) the current net asset value of shares purchased more than six years
prior to the redemption, plus (b) the current net asset value of shares
purchased through reinvestment of dividends or distributions of the Fund or
another Dean Witter Fund (see "Shareholder Services--Targeted Dividends"), plus
(c) the current net asset value of shares acquired in exchange for (i) shares of
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Dean Witter front-end sales charge funds, or (ii) shares of other Dean Witter
Funds for which shares of front-end sales charge funds have been exchanged (see
"Shareholder Services--Exchange Privilege"), plus (d) increases in the net asset
value of the investor's shares above the total amount of payments for the
purchase of Fund shares made during the preceding six years. The CDSC will be
paid to the Distributor. In addition, no CDSC will be imposed on redemptions of
shares which were purchased by the employee benefit plans established by DWR and
SPS Transaction Services, 1Inc. (an affiliate of DWR) for their employees as
qualified under Section 401 (k) of the Internal Revenue Code.

In determining the applicability of a CDSC to each redemption, the amount
which represents an increase in the net asset value of the investor's shares
above the amount of the total payments for the purchase of shares within the
last six years will Dbe redeemed first. In the event the redemption amount
exceeds such increase in value, the next portion of the amount redeemed will be
the amount which represents the net asset value of the investor's shares
purchased more than six years prior to the redemption and/or shares purchased
through reinvestment of dividends or distributions and/or shares acquired in
exchange for shares of Dean Witter front-end sales charge funds, or for shares
of other Dean Witter Funds for which shares of front-end sales charge funds have
been exchanged. Any portion of the amount redeemed which exceeds an amount which
represents both such increase in value and the value of shares purchased more
than six vyears prior to the redemption and/or shares purchased through
reinvestment of dividends or distributions and/or shares acquired in the
above-described exchanges will be subject to a CDSC.

The amount of the CDSC, if any, will vary depending on the number of years
from the time of payment for the purchase of Fund shares until the time of
redemption of such shares. For purposes of
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determining the number of years from the time of any payment for the purchase of
shares, all payments made during a month will be aggregated and deemed to have
been made on the last day of the month. The following table sets forth the rates
of the CDSC:

<TABLE>
<CAPTION>
CONTINGENT DEFERRED
YEAR SINCE SALES CHARGE
PURCHASE AS A PERCENTAGE OF
PAYMENT MADE AMOUNT REDEEMED
<S> <C>
o 5.0%
ST o 4.0%
00 5 T N 3.0%
o o 2.0%
0 o 2.0%
S5 3 o 1.0%
Seventh and thereafter. ... i i i i i e i ettt ittt ittt e None
</TABLE>

In determining the rate of the CDSC, it will be assumed that a redemption is
made of shares held by the investor for the longest period of time within the
applicable six-year period. This will result in any such CDSC being imposed at
the lowest possible rate. Accordingly, shareholders may redeem, without
incurring any CDSC, amounts equal to any net increase in the value of their
shares above the amount of their purchase payments made within the past six
years and amounts equal to the current value of shares purchased more than six
years prior to the redemption and shares purchased through reinvestment of
dividends or distributions or acquired in exchange for shares of Dean Witter
front-end sales charge funds, or for shares of other Dean Witter Funds for which
shares of front-end sales charge funds have been exchanged. The CDSC will be
imposed, in accordance with the table shown above, on any redemptions within six
years of purchase which are in excess of these amounts and which redemptions are
not (a) requested within one year of death or initial determination of
disability of a shareholder, or (b) made pursuant to certain taxable
distributions from retirement plans or retirement accounts, as described above.

PAYMENT FOR SHARES REDEEMED OR REPURCHASED. As discussed in the Prospectus,
payment for shares presented for repurchase or redemption will be made by check
within seven days after receipt by the Transfer Agent of the certificate and/or
written request in good order. The term good order means that the share
certificate, if any, and request for redemption are properly signed, accompanied
by any documentation required by the Transfer Agent, and bear signature
guarantees when required by the Fund or the Transfer Agent. Such payment may be
postponed or the right of redemption suspended at times (a) when the New York
Stock Exchange is closed for other than customary weekends and holidays, (b)
when trading on that Exchange is restricted, (c) when an emergency exists as a
result of which disposal by the Fund of securities owned by it is not reasonably
practicable or it is not reasonably practicable for the Fund to fairly determine
the value of its net assets, or (d) during any other period when the Securities
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and Exchange Commission by order so permits; provided that applicable rules and
regulations of the Securities and Exchange Commission shall govern as to whether
the conditions prescribed in (b) or (c) exist. If the shares to be redeemed have
recently been purchased by check, payment of the redemption proceeds may be
delayed for the minimum time needed to verify that the check used for investment
has Dbeen honored (not more than fifteen days from the time of receipt of the
check by the Transfer Agent). Shareholders maintaining margin accounts with DWR
or another selected dealer are referred to their account executive regarding
restrictions on redemption of shares of the Fund pledged in the margin account.

TRANSFERS OF SHARES. In the event a shareholder requests a transfer of any
shares to a new registration, such shares will be transferred without sales
charge at the time of transfer. With regard to the status of shares which are
either subject to the contingent deferred sales charge or free of such charge
(and with regard to the 1length of time shares subject to the charge have been
held), any transfer involving less than all of the shares in account will be
made on a pro-rata basis (that is, by transferring
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shares in the same proportion that the transferred shares bear to the total
shares in the account immediately prior to the transfer). The transferred shares
will continue to be subject to any applicable contingent deferred sales charge
as if they had not been so transferred.

REINSTATEMENT PRIVILEGE. As discussed in the Prospectus, a shareholder who
has had his or her shares redeemed or repurchased and has not previously
exercised this reinstatement privilege may within thirty days after the date of
redemption or repurchase reinstate any portion or all of the proceeds of such
redemption or repurchase 1in shares of the Fund at the net asset value next
determined after a reinstatement request, together with the proceeds, is
received by the Transfer Agent.

Exercise of the reinstatement privilege will not affect the federal income
tax treatment of any gain or loss realized upon the redemption or repurchase,
except that if the redemption or repurchase resulted in a loss and reinstatement
is made in shares of the Fund, some or all of the loss, depending on the amount
reinstated, will not be allowed as a deduction for federal income tax purposes,
but will be applied to adjust the cost basis of the shares acquired upon
reinstatement.

INVOLUNTARY REDEMPTION. As discussed in the Prospectus, the Fund reserves
the right, on 60 days' notice, to redeem, at their net asset value, the shares
of any shareholder whose shares due to redemptions by the shareholder have a
value of less than $100 or such lesser amount as may be fixed by the Trustees.
However, before the Fund redeems such shares and sends the proceeds to the
shareholder, it will notify the shareholder that the value of the shares is less
than $100 and allow him or her 60 days to make an additional investment in an
amount which will increase the value of his or her account to $100 or more
before the redemption is processed. No CDSC will be imposed on any involuntary
redemption.

DIVIDENDS, DISTRIBUTIONS AND TAXES

The Fund will determine either to distribute or to retain all or part of any
net long-term capital gains in any year for reinvestment. If any such gains are
retained, the Fund will pay federal income tax thereon, and shareholders will be
able to claim their share of the tax paid by the Fund as a credit against their
individual federal income tax.

Because the Fund intends to distribute all of its net investment income and
capital gains to shareholders and otherwise continue to qualify as a regulated
investment company under Subchapter M of the Internal Revenue Code, it is not
expected that the Fund will be required to pay any federal income tax.
Shareholders will normally have to pay federal income taxes, and any state
income taxes, on the dividends and distributions they receive from the Fund.
Such dividends and distributions, to the extent that they are derived from the
net 1investment income or short-term capital gains, are taxable to the
shareholder as ordinary income regardless of whether the shareholder receives
such payments in additional shares or in cash. Any dividends declared in the
last quarter of any year which are paid in the following year prior to February
1 will Dbe deemed received by the shareholder in the prior year. Dividend
payments will be eligible for the federal dividends received deduction available
to the Fund's corporate shareholders only to the extent the aggregate dividends
received by the Fund would be eligible for the deduction if the Fund were the
shareholder claiming the dividends received deduction. In this regard, a 46-day
holding period generally must be met.

Gains or losses on the Fund's transactions, if any, 1in listed options on
non-equity securities, futures and options on futures generally are treated as
60% long-term and 40% short-term. When the Fund engages in options and futures
transactions, various tax regulations applicable to the Fund may have the effect
of causing the Fund to recognize a gain or loss for tax purposes before that
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gain or loss is realized, or to defer recognition of a realized loss for tax
purposes. Recognition, for tax purposes, of an unrealized loss may result in a
lesser amount of the Fund's realized net short-term gains being available for
distribution.

Gains or losses on sales of securities by the Fund will be long-term capital
gains or losses if the securities have a tax holding period of more than twelve
months. Gains or losses on the sale of securities with a tax holding period of
twelve months or less will be short-term gains or losses.
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One of the requirements for the Fund to remain qualified as a regulated
investment company is that less than 30% of its gross income be derived from
gains from the sale or other disposition of securities held for less than three
months. Accordingly, the Fund may be restricted in the writing of options on
securities held for less than three months, in the writing of options which
expire in less than three months, and in effecting closing transactions with
respect to call or put options which have been written or purchased less than
three months prior to such transactions. The Fund may also be restricted in its
ability to engage in transactions involving futures contracts.

Distributions of net long-term capital gains, 1if any, are taxable to
shareholders as long-term capital gains regardless of how long a shareholder has
held the Fund's shares and regardless of whether the distribution is received in
additional shares or in cash. Capital gains distributions are not eligible for
the dividends received deduction.

As stated under "Investment Practices and Policies", the Fund may invest up
to 35% of its portfolio in securities other than in the utilities industry,
including U.S. Government securities. Under current federal tax law, the Fund
will receive net investment income in the form of interest by virtue of holding
Treasury bills, notes and bonds, and will recognize 1income attributable to it
from holding zero coupon Treasury securities. Current federal tax law requires
that a holder (such as the Fund) of a zero coupon security accrue a portion of
the discount at which the security was purchased as income each year even though
the Fund receives no interest payment in cash on the security during the vyear.
As an investment company, the Fund must pay out substantially all of its net
investment income each year. Accordingly, the Fund, to the extent it invests in
zero coupon Treasury securities, may Dbe required to pay out as an income
distribution each year an amount which is greater than the total amount of cash
receipts of interest the Fund actually received. Such distributions will be made
from the available cash of the Fund or by liquidation of portfolio securities if
necessary. I1f a distribution of cash necessitates the liquidation of portfolio
securities, the Investment Manager will select which securities to sell. The
Fund may realize a gain or loss from such sales. In the event the Fund realizes
net capital gains from such transactions, its shareholders may receive a larger
capital gain distribution, if any, than they would in the absence of such
transactions.

Any dividend or capital gains distribution received by a shareholder from
any investment company will have the effect of reducing the net asset value of
the shareholder's stock in that company by the exact amount of the dividend or
capital gains distribution. Furthermore, capital gains distributions and
dividends are subject to federal income taxes. If the net asset value of the
shares should be reduced below a shareholder's «cost as a result of the payment
of dividends or the distribution of realized net long-term capital gains, such
payment or distribution would be in part a return of the shareholder's
investment to the extent of such reduction below the shareholder's cost, but
nonetheless would be fully taxable. Therefore, an investor should consider the
tax implications of purchasing Fund shares immediately prior to a dividend or
distribution record date.

The amount of dividends paid by the Fund which may qualify for the dividends
received deduction is limited to the aggregate amount of qualifying dividends
which the Fund derives from its portfolio investments which the Fund has held
for a minimum period, usually 46 days. Any distributions made by the Fund will
not be eligible for the dividends received deduction with respect to shares
which are held by the shareholder for 45 days or less. Any long-term capital
gain distributions will also not be eligible for the dividends received
deduction. The ability to take the dividends received deduction will also be
limited to a Fund shareholder which incurs or continues indebtedness which is
directly attributable to its investment in the Fund.

At the end of the year, shareholders will be sent full information on their
dividends and capital gains distributions for tax purposes, including
information as to the portion taxable as ordinary income, the portion taxable as
long-term capital gains and the portion eligible for the dividends received
deduction. To avoid being subject to a 31% federal backup withholding tax on
taxable dividends, capital gains distributions and the proceeds of redemptions
and repurchases, shareholders' taxpayer identification numbers must be furnished
and certified as to their accuracy.

Shareholders are urged to consult their attorneys or tax advisers regarding
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specific questions as to federal, state or local taxes.
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PERFORMANCE INFORMATION

As discussed in the Prospectus, from time to time the Fund may quote its
"yield" and/or its "total return" in advertisements and sales literature. Yield
is calculated for any 30-day period as follows: the amount of interest and/or
dividend income for each security in the Fund's portfolio is determined in
accordance with regulatory requirements; the total for the entire portfolio
constitutes the Fund's gross income for the period. Expenses accrued during the
period are subtracted to arrive at "net investment income". The resulting amount
is divided by the product of the net asset value per share on the last day of
the period multiplied by the average number of Fund shares outstanding during
the period that were entitled to dividends. This amount is added to 1 and raised
to the sixth power. 1 is then subtracted from the result and the difference is
multiplied by 2 to arrive at the annualized yield. For the 30-day period ended
December 31, 1993, the Fund's yield, calculated pursuant to the formula
described above, was 4.29%.

The Fund's "average annual total return" represents an annualization of the
Fund's total return over a particular period and 1is computed by finding the
annual percentage rate which will result 1in the ending redeemable value of a
hypothetical $1,000 investment made at the beginning of a one, five or ten year
period, or for the period from the date of commencement of the Fund's
operations, if shorter than any of the foregoing. The ending redeemable value is
reduced by any contingent deferred sales charge at the end of the one, five or
ten year or other period. For the purpose of this calculation, it is assumed
that all dividends and distributions are reinvested. The formula for computing
the average annual total return involves a percentage obtained by dividing the
ending redeemable value by the amount of the initial investment, taking a root
of the quotient (where the root 1is equivalent to the number of years in the
period) and subtracting 1 from the result. The average annual total return of
the Fund for the year ended December 31, 1993, for the five years ended December
31, 1993 and for the 1life of the Fund were 7.79%, 12.36% and 12.44%,
respectively.

In addition to the foregoing, the Fund may advertise its total return over
different periods of time by means of aggregate, average, year-by-year or other
types of total return figures. Such calculations may or may not reflect the
deduction of the contingent deferred sales charge which, if reflected, would
reduce the performance quoted. For example, the average annual total return of
the Fund may be calculated in the manner described above, but without deduction
for any applicable contingent deferred sales charge. Based on this calculation,
the average annual total return of the Fund for the year ended December 31,
1993, for the five years ended December 31, 1993 and for the life of the Fund
were 12.79%, 12.61% and 12.54%, respectively.

In addition, the Fund may compute 1its aggregate total return for specified
periods Dby determining the aggregate percentage rate which will result in the
ending value of a hypothetical $1,000 investment made at the beginning of the
period. For the purpose of this calculation, it is assumed that all dividends
and distributions are reinvested. The formula for computing aggregate total
return involves a percentage obtained by dividing the ending value (without the
reduction for any contingent deferred sales charge) by the initial $1,000
investment and subtracting 1 from the result. Based on the foregoing
calculation, the Fund's total return for the year ended December 31, 1993, for
the five years ended December 31, 1993 and for the life of the Fund were 12.79%,
81.09% and 95.41%, respectively.

The Fund may also advertise the growth of hypothetical investments of
$10,000, $50,000 and $100,000 in shares of the Fund by adding 1 to the Fund's
aggregate total return to date (expressed as a decimal and without taking into
account the effect of any applicable CDSC) and multiplying by $10,000, $50,000
or $100,000, as the case may be. Investments of $10,000, $50,000 and $100,000 in
the Fund at inception would have grown to $19,541, $97,705 and $195,410,
respectively, at December 31, 1993.

The Fund from time to time may also advertise its performance relative to
certain performance rankings and indexes complied by independent organizations.
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DESCRIPTION OF SHARES

As discussed in the Prospectus, the shareholders of the Fund are entitled to
a full vote for each full share held. The Trustees themselves have the power to
alter the number and the terms of office of the Trustees, and they may at any
time lengthen or shorten their own terms or make their terms of unlimited
duration and appoint their own successors, provided that always at least a
majority of the Trustees has been elected by the shareholders of the Fund. Under
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certain circumstances, the Trustees may be removed by action of the Trustees.
The shareholders also have the right, under certain circumstances, to remove the
Trustees. The voting rights of shareholders are not cumulative, so that holders
of more than 50 percent of the shares voting can, if they choose, elect all
Trustees being selected, while the holders of the remaining shares would be
unable to elect any Trustees.

The Declaration of Trust permits the Trustees to authorize the creation of
additional series of shares (the proceeds of which would Dbe invested in
separate, independently managed portfolios) and additional classes of shares
within any series (which would be wused to distinguish among the rights of
different categories of shareholders, as might be required by future regulations
or other unforeseen circumstances). However, the Trustees have not authorized
any such additional series or classes of shares.

The Declaration of Trust provides that no Trustee, officer, employee or
agent of the Fund is liable to the Fund or to a shareholder, nor is any Trustee,
officer, employee or agent liable to any third persons in connection with the
affairs of the Fund, except as such liability may arise from his own bad faith,
willful misfeasance, gross negligence, or reckless disregard of his duties. It
also provides that all third persons shall look solely to the Fund's property
for satisfaction of claims arising in connection with the affairs of the Fund.
With the exceptions stated, the Declaration of Trust provides that a Trustee,
officer, employee or agent is entitled to be indemnified against all liabilities
in connection with the affairs of the Fund.

The Fund is authorized to issue an unlimited number of shares of beneficial
interest.

The Fund shall Dbe of unlimited duration subject to the provisions in the
Declaration of Trust concerning termination by action of the shareholders or the
Trustees.

The Bank of New York, 110 Washington Street, New York, New York 10286 is the
Custodian of the Fund's assets. Any of the Fund's cash Dbalances with the
Custodian in excess of $100,000 are unprotected by federal deposit insurance.
Such balances may, at times, be substantial.

Dean Witter Trust Company, Harborside Financial Center, Plaza Two, Jersey
City, New Jersey 07311 is the Transfer Agent of the Fund's shares and Dividend
Disbursing Agent for payment of dividends and distributions on Fund shares and
Agent for shareholders under various investment plans described herein. Dean
Witter Trust Company is an affiliate of Dean Witter InterCapital 1Inc., the
Fund's Investment Manager and Dean Witter Distributors Inc., the Fund's
Distributor. As Transfer Agent and Dividend Disbursing Agent, Dean Witter Trust
Company's responsibilities include maintaining shareholder accounts; disbursing
cash dividends and reinvesting dividends; processing account registration
changes; handling purchase and redemption transactions; mailing prospectuses and
reports; mailing and tabulating proxies; processing share certificate
transactions; and maintaining shareholder records and lists. For these services
Dean Witter Trust Company receives a per shareholder account fee from the Fund.

Price Waterhouse serves as the independent accountants of the Fund. The
independent accountants are responsible for auditing the annual financial
statements of the Fund.
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The Fund will send to shareholders, at least semi-annually, reports showing
the Fund's portfolio and other information. An annual report containing
financial statements audited Dby independent accountants will be sent to
shareholders each year.

The Fund's fiscal year ends on December 31. The financial statements of the
Fund must be audited at least once a year by independent accountants whose
selection is made annually by the Fund's Board of Trustees.

LEGAL COUNSEL

Sheldon Curtis, Esqg., who is an officer and the General Counsel of the
Investment Manager, 1is an officer and the General Counsel of the Fund.
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The financial statements of the Fund included in this Statement of
Additional Information and incorporated by reference in the Prospectus have been
so included and incorporated in reliance on the report of Price Waterhouse,
independent accountants, given on the authority of said firm as experts in
auditing and accounting.

REGISTRATION STATEMENT

This Statement of Additional Information and the Prospectus do not contain
all of the information set forth in the Registration Statement the Fund has
filed with the Securities and Exchange Commission. The complete Registration
Statement may be obtained from the Securities and Exchange Commission upon
payment of the fee prescribed by the rules and regulations of the Commission.
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Dean Witter Utilities Fund

<TABLE>

<CAPTION>

PRINCIPAL

AMOUNT (IN COUPON MATURITY

THOUSANDS) RATE DATE VALUE

<C> <S> <C> <C> <C>
CORPORATE BONDS (31.2%)
ELECTRIC UTILITIES (22.8%)

S 1,499 AEP Generating CoO. . ittt ittt ettt tteteeeeeeeneeeeeneeneeneenenn 9.81% 12/ 7/22 $ 1,879,444
2,000 Arizona PubliC ServicCe COMPAMY . s v v v vttt ieee et et eaee e e e eeaaeeeeeeennnn 7.625 6/15/99 2,147,840
7,000 Arizona PubliC Service COmMPANY. ... ee et euneeneenneeeneeeneeneeeneenneenns 7.25 8/ 1/23 6,720,420

14,000 Arizona Public Service COmMPANY. .. ..e e euneeneenneeneeneeeneeneeaneenns 8.00 2/ 1/25 14,592,760
17,000 Arkansas Power & Light COMPANY . v vt vttt e ettt aeeee e aaeeeeeeennnn 7.00 10/ 1/23 15,821,730
10,000 BUPS TIT FUNAING . i ettt ettt e et e et et et e et et eeeaeeeeeeesaeeaeeaeeaenas 8.68 6/ 1/17 11,363,800
5,000 Carolina Power & Light CoOmMPany ... e ve e tunetne e eeneeneeeneeneeeneens 8.20 7/ 1/22 5,401,900
3,000 Central Hudson Gas & ELeCTricC COTP .t ettt e et eeaaeeeeeenaaaneennn 9.25 5/ 1/21 3,502,410
5,000 Central Power & Light CoOmMPany....u.eeueeueeteneneeeneeneeeneeneeneennn 7.50 4/ 1/23 5,069,900
6,000 Chugach EleCtriC COmMPaNy .« e et e et eneeeneenneeeneenneeeneeneeeneens 9.14 3/15/22 7,058,520
5,000 Cincinnati Gas & EleCtricC COMPANY . v vttt et uune ettt tneee et eeaaeaeeeenn 10.125 5/ 1/20 5,412,000
8,000 Cincinnati Gas & EleCtricC CoOMPany .. .e ettt eeneeneeeneeneeneeenn 8.50 9/ 1/22 8,863,200
12,000 Cincinnati Gas & Electric ComPany ... ettt ettt eeneeneeneens 7.20 10/ 1/23 11,699,040
10,000 Commonwealth EdiSONn COMPaNY .« vttt et etenne e et eeeaeeeeeeeenaaaneeens 7.50 7/ 1/13 10,068,800
5,000 Commonwealth EdiSON COMPANY .« v vt v un et enneenneenneeeeneneeeneeneeeeeens 9.50 5/ 1/16 5,613,500
6,000 Commonwealth EdiSON COMPANY .« v v vttt enneenneenneeneenneeeneeneeeneens 8.875 10/ 1/21 6,756,780
10,000 Commonwealth EdiSONn COMDANY . v vttt et etenee et eteaaeeeeeeenaaaneeens 8.50 7/15/22 10,628,000
5,000 Commonwealth EdiSOn CoOmMPany .« e e e e eneeneeneeeneneeeeeeeeeeeenenennans 8.375 9/15/22 5,293,200
5,000 Commonwealth EdiSON COMPANY .t v v vttt enneenneenneeeneenneeeneeneeeneens 7.75 7/15/23 5,027,100
10,000 Consolidated Edison Of NeW YOI K. . u i ooeeooeeeeeeenoeeeeeenneeeeenn 7.50 6/15/23 10,200,100
16,000 CONSUMET POWETL COMPANY « ¢ v v v v v et e e e e e e e e eeeensaseeeeeeeeeeensaenenns 7.375 9/15/23 15,465,920
10,000 CTC Beaver Valley FUNAING CoOTP. vttt tnneteeneeeneenneeneeneeeneenn 9.00 6/ 1/17 9,404,900
5,000 CTC Mansfield FUNAing CoOTP . e et ettt tnee et taaee e eaaaaeeeenn 10.25 3/30/03 5,150,000
5,000 CTC Mansfield FUNdIing CoOT .« vttt eeeeeneeneeeneneeeeeeeeeeeenenenenns 11.125 9/30/16 5,275,000
10,000 Dayton Power & Light COmMPaNy. ... ee et ettt eeneeneenneeneeneeennns 8.15 1/15/26 10,703,400
5,000 Detroit EA1SON COMPANY .« t vttt ettt ae e et ettt aee et taaeee e 7.74 6/ 1/18 5,069,600
5,000 DetrOit EdIiSON COMPANY .+t v e v teteeneneneneeeeeeeeneeeeenseeeeeeenenanns 8.27 8/ 1/22 5,382,750
10,000 Detroit EdiSON COMPANY .« vt et enneenneeeneeneeaeeeneeneeeneeneeenens 7.77 3/15/23 10,218,100
20,000 DOQU IT FUNAING COTP Mttt ittt ot ottt ittt ittt et ettt enen e enenenens 8.70 6/ 1/16 22,479,000
10,000 DUKE POWEY COMPAIY ¢ v e v v e e e e e e et e e e e asaeaeaeeeeeeseaseeaeaeeeeeenenanns 8.75 3/ 1/21 10,469,000
5,000 DUKE POWET COMPAINY 4t v e v e v e e e et ae etee e ae e e enesaeeeneeneeeneeneeennns 8.625 3/ 1/22 5,660,900
15,000 DUKE POWET COMPAIY ¢ v v v v et e e e e e e e ee e aeaeneaseeeeeeeneeneneeeeeeeeeenens 7.00 7/ 1/33 14,476,650
5,000 Duquesne Lighting CoOmMPany .« oottt et eeneeneeneeneeneeneeneenns 7.625 4/15/23 5,035,900
5,000 Florida Power & Light COmMPany........ouuuiuntiin e eneenneennnn 7.75 2/ 1/23 5,107,150
5,000 Florida Power & Light CoOmMPany ... eu et eteeenneneeeneeneeeeeeneennnnn 7.625 6/ 1/24 5,063,450
1,000 GGLA FUNAING COTP ot e vttt ettt et ettt et et e et eeteeeeeeeeeeeseeeeeenesnenens 11.07 1/15/04 1,056,930
3,000 GGLA FUNAING COTP et vttt ittt ittt ittt et tn et e eeneeneeneeneeneeneens 11.50 1/15/14 3,263,700
10,000 GULE States Utility CoOmMPaANY .« ettt eneeeeeeneeeeeeneeeneeneeneennn 8.94 1/ 1/22 10,891,700
13,000 GULE States Utdllity CoOmMPany e« e et eeeeeneeeneneeeeeeeeeeeensaenenns 8.70 4/ 1/24 14,254,630
5,000 Houston Light & POWET COMPANY .+ttt vv et v e ttee e et e eeeeeeeeennaaaneeens 8.75 3/ 1/22 5,581,000
13,000 Houston Light & POWET COMPANY .« v vt v et enneeneneenneeeneeneeeneeneeneeenn 7.75 3/15/23 13,343,850
12,000 T11iN01iS POWET COMPANY v v v v e oo o e et e ee e aeaeaeaeeeeeeeeeeeenasneeeeeennn 8.75 7/ 1/21 13,220,280
5,000 T11iNn01S POWET COMPANY .« v v vttt e e e e e e et e e e e e e e et aeee et eeaaeeeeeeennnn 8.00 2/15/23 5,136,850
10,000 T111iN01S POWET COMPANY . v v v v v v e e e et e e e e aeeeaeneeeeeeeeeeeeneaeeeeeenen 7.50 7/15/25 9,877,700
5,000 Jersey Central Power & Light CompPany......eeee oot eeneeneeenenennns 10.125 4/ 1/19 5,365,500
15,000 Jersey Central Power & Light COMPANY . .t tttunneeeeeennneeeeeennnnnns 6.75 11/ 1/25 13,960,500
8,000 Long Island Lighting CoOmMPany .« v e ee et eteeeneenneeneeneeeeeeneeennns 8.90 7/15/19 8,357,200
5,000 Long Island Lighting CoOmMPany .« e e et ueneeneeeeeneeeeeneaeeeeeenenaens 9.75 5/ 1/21 5,674,700
10,000 Long Island Lighting CoOMPamy. .o e et e etenneeeeeeeaneeeeeeennnenns 9.00 11/ 1/22 10,428,200
14,100 Long Island Lighting CoOmMPany .« uu e ee et etee e enneeeneeneeeneeneeennns 8.20 3/15/23 13,852,263
5,000 Long Island Lighting CoOmPany. . cu ettt ettt eeneeneeneeneeneeneenns 9.625 7/ 1/24 5,694,450
7,000 Louisiana Land & Exploration Co. (The) ...t eeeettnnnnneeeennnnnnn 7.65 12/ 1/23 6,907,390
</TABLE>

Copyright © 2012 www.secdatabase.com. All Rights Reserved
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

42

Dean Witter Utilities Fund
Portfolio of Investments DECEMBER 31, 1993 (CONTINUED)

<TABLE>
<CAPTION>
PRINCIPAL
AMOUNT (IN COUPON MATURITY
THOUSANDS) RATE DATE VALUE
<C> <S> <C> <C> <C>
S 4,000 Monongahela POWEY COMPAIY « v v v v vt v e me e eneeeneneneenenseeneeeeeeeeneaens 8.875% 8/ 1/19 s 4,268,000
10,100 National Cooperative ServiCes COT ...ttt eeeeenenenenenens 9.375 1/ 2/11 10,668,630
2,903 National Rural Utilities Finance CoOTP .. e e eeuetnneneeeneeeeeennennennns 9.48 1/ 1/12 3,150,684
5,250 National Rural Utilities Finance CoOrP ...ttt mtneneneneneeneeenenennns 9.00 9/ 1/21 6,176,887
5,000 New York State ELleCtriC & GaAsS COTP .t ettt eneenneeeeneeeeeeneeaneenns 6.75 10/15/02 5,093,200
5,000 New York State ELeCEriC & GaAsS COTP e e v vt eteeneneneneneneneeneeeeenenens 9.875 2/ 1/20 5,574,900
3,000 New York State ELeCtriC & GaAsS COTPe ettt et e eeeneneneneeeeeeeenenanns 8.875 11/ 1/21 3,368,940
2,000 Niagara Mohawk POWET COTP .t .ttt et etennee et eeeaeeeeeeeeaaeeeeeeennnn 9.75 11/ 1/05 2,496,700
4,955 Niagara MONAWK POWET COTP ot vt vt vt v eneneeneeeeeeeeeeneneeeeeeeeeeeenenens 8.77 1/ 1/18 5,367,751
3,750 Niagara MOhawk POWET CoOTP .t vt vt vt vt e eeeeeeeeeeeneneeeneeeeeeeeneaens 8.75 4/ 1/22 4,127,175
14,000 Niagara Mohawk POWET COTP .t .ttt et ttenee et eteneeeeeeeeaaeeeeeeennnn 8.50 7/ 1/23 15,027,460
5,000 Niagara MONAWK POWET COTP ot vt vt vt v e eneeneeeeeeeeeeneneeeeeeneeeeeeenens 7.875 4/ 1/24 5,082,050
5,000 Northeast Utdlities . ittt ittt ittt ittt ittt teeeeaeenenn 8.58 12/ 1/06 5,831,100
5,000 ORi0 EA1SON COMPANY .+ ¢ vttt e ee e ettt ae e et e et aeee e eaeeeeeeeenaaeeeennns 8.25 4/ 1/02 5,600,650
5,000 Ohi0 EdiSON COMPANY 4 vt vttt te ettt te e tee e teeteeeneeeeeeneeaneeneenaeenn 7.375 9/15/02 5,292,150
7,000 01d Dominion EleCtriC CoOmMPany e« e et et eeneeeeeneneeeeeeeeeeeensaenenns 8.76 12/ 1/22 8,159,480
7,000 Pacific Gas & EleCTricC COmMPaNY. . u et eeenneeeeeeeaeeeeeeennaenns 8.25 11/ 1/22 7,611,800
15,000 Pacific Gas & EleCtricC CoOmMPany ... .u et eee e e enneeneeneeeneeneeenens 6.75 10/ 1/23 14,033,250
6,750 Pacific Gas & EleCtric COmMPany ... .u ettt e enneeneenneeneeneeennns 7.25 3/ 1/26 6,648,818
25,000 Pacific Gas & EleCtricC COmMPDaNY. . u ettt enee et eeeaaeeeeeeennaenns 7.25 8/ 1/26 24,693,250
5,000 Pennsylvania Power & Light COmMPany.......eeieuneeneeneeneeeneeneeennnn 10.00 1/ 1/19 5,374,000
3,000 Pennsylvania Power & Light COmMPany. ......eeveuntuneenneeneeneenneennnn 9.25 10/ 1/19 3,430,200
2,000 Pennsylvania Power & Light COmMPany. . ...ttt meeeeetenneeeeeennnnnnn 9.375 7/ 1/21 2,374,260
5,000 Pennsylvania Power & Light COmMPany.......eeieuneeneeneenneeneeneeennnn 8.50 5/ 1/22 5,452,250
5,500 Pennsylvania Power & Light COmMPany. ......eeveun et enneeneenneennns 7.875 2/ 1/23 5,768,675
15,000 Pennsylvania Power & Light COmMPany. ...ttt e eeeettneeeeeeennnenns 6.75 10/ 1/23 14,033,250
8,000 Philadelphia EleCtriC CoOmMPaAny . .. ee ettt e e enneeneeneeeneeneeenens 8.625 6/ 1/22 8,689,440
7,000 Philadelphia EleCtric CoOmPany . «u e ettt et eeneeneeneeneeneeneeneenns 8.25 9/ 1/22 7,340,830
10,000 Philadelphia EleCtriC COmMPaNY . .t et eeenee et eeeaaeeeeeeeaaaenns 7.75 5/ 1/23 9,976,000
5,000 Philadelphia EleCtriC CoOmMPany ... ee ettt e e enneeneeneeeneeneeennns 7.25 11/ 1/24 4,735,200
5,000 PNPP II (Perry Nuclear Power Plant) Funding COTrpP.......eeeeeneeeneennnn 9.12 5/30/16 5,675,250
4,000 Potomac EA1SON COMPANY .« v vt e et ettt ae e et ettt aee et taaeee e 9.25 6/ 1/19 4,280,000
10,000 Potomac EleCtriC POWET COMPANY . v vt vt v v oo nenneneeenenseenseneeeeenenens 7.25 7/ 1/23 9,827,700
12,250 Public Service Company Of COLlOTadO. ..t ettt euneeneenneeneeneeennns 8.75 3/ 1/22 13,719,755
4,900 Public Service EleCtricC & Gas COMPANY .« vt vttt e eeeeennneeeeeeennannns 9.75 7/ 1/20 5,328,750
20,000 Public Service ElecCtricC & Gas COMPANY . v vt v vt teenenenenneneeeeenennns 7.00 9/ 1/24 19,218,400
4,000 South Carolina EleCtricC COMPaNY ... et ettt eeneeneenneeneeneeennns 8.875 8/15/21 4,498,920
7,000 South Carolina ELleCtric COmMPaNY . .« e et etenneeeeeeeaeeeeeeennaanns 7.625 6/ 1/23 7,094,430
5,000 South Carolina ELleCtricC COMPaNY . e v vt nneneneeeneneeeneeeeeeeenennns 7.50 6/15/23 5,005,550
8,000 Southern California Edison COmMPany. ... .uee ettt eeneeneenns 8.875 5/ 1/23 8,956,320
5,000 Southern California EdisSon COMPaNY . . ..uuee et teneeneenneeneennnennns 8.875 6/ 1/24 5,590,000
14,000 Southern California EdisSon CoOmMPany ... .ee et eneeneneneneeeeeeeenennns 7.25 3/ 1/26 13,827,800
2,000 SYSTEMS ENErgy RESOULCE . .ttt i ettt ittt ae et eaeaeeeneeaeeeaeeneeennns 11.375 9/ 1/16 2,107,960
4,000 Texas Utilities EleCtric COmMPANY .« e et ettt e et etaaeee e 7.46 1/ 1/15 4,070,760
5,000 Texas Utilities EleCtricC CoOmMPany ... e e et eeeneneneneneeeeeenennns 10.00 8/ 1/19 5,447,700
8,000 Texas Utilities Electric COmMPany ... e i ttn ettt eeneeneeneeneenas 10.625 9/ 1/20 9,265,280
12,000 Texas Utilities EleCtricC COmMPaNy. ... u ettt eeneeneenneeneenanennns 8.875 2/ 1/22 13,283,760
5,000 Texas Utilities EleCtricC ComPany ... e e et eeeneneneneeneeeeenennns 8.75 11/ 1/23 5,504,600
10,000 Texas Utilities Electric CoOmMPany ... e ittt eeneeneeneenns 7.875 4/ 1/24 10,202,300
9,000 UNion EleCtriC COMPaNy . e e et e eeeeeneeseeeneeeeeeneeaneeneeneeenn 8.25 10/15/22 9,875,610
8,000 United I11luminating CoOmMPany .« e et et eeeeeeeneneeeneeeeeeeeneaenenns 10.24 1/ 2/20 9,100,720
8,000 Utilicorp United, NG ... ittt it eeneeneeneeneeneeneeneeneens 9.00 11/15/21 9,220,160
10,000 Utilicorp United, IMC. i euettie et ttette e eeeeeeeeneeaaeeneenannnn 8.00 3/ 1/23 10,096,000
3,000 WEeSTErN RESOUTCES, TN .ttt ittt eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeenennn 8.50 7/ 1/22 3,329,790
</TABLE>
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<TABLE>
<CAPTION>
PRINCIPAL
AMOUNT (IN COUPON MATURITY
THOUSANDS) RATE DATE VALUE
<C> <S> <C> <C> <C>
S 7,000 WeSterN RESOULCES, LN ottt ittt ettt et te e eeee ettt ettt teteinenens 7.65% 4/15/23 S 7,131,320
5,000 Wisconsin EleCtriC POWET COMPANY . e v e e et neneneneneeeneeneneeeenensns 7.25 8/ 1/04 5,500,450
19,000 Wisconsin Electric POWEr COmMPANY . .ttt v tenteneeneeneeneeneeneeneenenn 7.70 12/15/27 19,943,160
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5,000

3,000
5,000
7,000
14,500
5,000
5,000
10,000
5,150
5,000
596
5,000
5,000
2,000
9,000
3,000
5,000
5,000
10,000
8,000
3,000
1,550

10,000
5,000
10,000
13,000
2,000
5,000
10,000
5,000
6,000
5,000
5,000
24,300
5,000
15,000
5,000
5,000
5,000
5,500
5,000
7,000
10,000
5,000
5,000
</TABLE>
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<TABLE>
<CAPTION>
PRINCIPAL

AMOUNT (IN

1,000
5,000
2,741
5,000
6,000
5,000
18,000
1,200
10,000

Wisconsin Power & Light Co. .ttt ittt ittt ittt ittt 8.

NATURAL GAS (3.3%)

Anadarko PetroleUm CoOrD . ..ttt ittt e eeeeeeneeeeeeenneeeeennnnns

ANR Pipeline CoOmMPany . . oot v uten et eeneeneeneeneeneeneeneeneeneeneenens

2N o = T 1 o U R 1
[ T= = B O 0 o <
Colorado Interstate Gas CoOu i it ittt ittt ittt it itiieieeenenenenns 1
El Paso Natural GasS CoOmMPaly .« e et unennenneeneeneeneeneeneeneeneeneeas

35 1 el o @ o
Mitchell Energy/Development COrP. .. e ettt eneneneeeeeeeeeenenenens 1
Mitchell Energy/Development COIP. ... uuuunn et tunnnneeeennnnneeeennnns
National Fuel Gas COmMPANY .« v vt ot et eneeneeneeeeeneeeeeeeeeeeeeeenaenn
Northern TI11inois Gas CO. ittt ii ittt ittt ittt it ittt enens
NOorthwest Pipeline Cor ...ttt ittt in ettt eineeeeeeneeenenenenenns 1
NOrthwest Pipeline CoOrD . i vttt i ittt ittt ettt et eteeeeeeeeeeaeenenn
Panhandle Eastern Pipeline CoOr ...ttt ittt
SOULNWESE Gas COL P ittt ittt ittt ettt ittt ettt et it in et
Tennesse Gas Pipeline CoO. ..t ittt ittt ittt et teneeneeneenns

Texas Eastern TransmisSsSion CoOrP. ... e eie ittt eeneeneeneeneeneenns 1
The Williams COmMPaNiesS . vttt ittt ittt ittt ittt ettt tnenenens

The Williams COmMPaniesS . ittt it ettt ettt ettt ettt eeeteneeneeneenas
Transco ENergy CoO. ettt iiiineeeeeenneeeeeenneeeeieennaeeeennnas
Transcontinental Gas Pipeline CorpP. ...ttt in ittt nenenens

TELECOMMUNICATIONS (5.1%)

N I O B I
I 0 P o oy
American Telephone & Telegraph COmMPaNY . ...ttt teneeneeneeneeneenenn
American Telephone & Telegraph COMPANY . ..o u ittt iteeneennnenennns
Ameritech Capital FUNAIing CoOTP .« ettt e it omteeeeeeeeeeeeeeeeeeeaeenenn
BellSouth Telecommunications........iiiii ittt inininnenns
BellSouth TelecommUNICaLIoNS . v v ittt ittt ittt eeneeneens
BellSouth Telecommunications. .....iiiiiii i ittt ininenennnns
General Telephone & EleCtricC CoOrP ...ttt itiitn it eteeeneeneeneenenns
General Telephone & EleCtricC CoOrpP ...ttt ittt eeneeneens 1
General Telephone & EleCtricC CoOrP . it i ettt it it et e et e eeeenaenaenns
General Telephone & EleCtric CoOrpP ...ttt it itn it eteeeneeneeneenenns
MCI CommUNICAtionS CoOTP e it vttt ittt ettt ettt et enteeeeeneeenenenens
MCI CommUNICaAtions CoOr D vt v ittt ittt et et et e et e et et eeeeeeeeeaeaaenn
New Jersey Bell. ..ttt ittt ettt ettt ettt teeeeeeenennenn
=T T o = 1
Do o = T
= i Y =
South Central Bell. ...ttt ittt ittt ettt ettt
[S] o B S o} o G e ey oY ol e Ko o
SPrint CorpPoratiom. vttt ittt et e ettt et et e e e e e
Telephone & Data SyStemS, INC. ...ttt ittt eeneeneeneeneeneeneenas 1
Telephone & Data Systems, INC. ...ttt ittt tennneeeeeennneeeennnnns
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COUPON
RATE
<S> <C>
U.S. West CommuUNicCations, INC. ...ttt eeeeeeneaeeeeeeneeenenns 8.875%
U.S. West CommuUNICAtionNS, INC. .. e i it eeeenneeeeeeeneeeeeenneneennn 6.875

W W WowooW-TJwWwouwwuwuwkr J4J4J0wWwowow

W O W oo JowJoy J o Jow O o ~J o oo W o

60

.75
.625
.00
.625
.00
.75
.00
.25
.25

50

.00
.65
.00

95
375

.00

.375
.875
.375
.625
.125

.50
.50
.125

625

.85
.25
.50
.75
.50
.25
.75
.83

.75
.80
.25
.50
.75
.50
.125
.25
.00
.58

3/15/27

2/15/98
11/ 1/21
11/15/19

5/15/12

6/15/05

1/15/02

8/15/23

2/15/99

1/15/02

7/ 1/19

7/ 1/19
11/15/18

8/ 1/22

3/15/23

2/ 1/17
12/15/11
11/15/00

9/15/12
11/15/21

6/15/00

2/ 1/17

11/ 1/13
3/ 1/21
7/15/24

12/ 1/31
6/ 1/05
7/ 1/32
6/15/33

10/15/33
4/ 1/17

11/ 1/20

11/ 1/21
5/ 1/23
1/20/23
3/15/24

12/15/24
7/ 1/02
8/15/31
9/15/32
8/ 1/29
7/15/02
4/15/22
1/15/21

11/19/21

MATURITY
DATE
<C>
6/ 1/31
9/15/33

TOTAL CORPORATE BONDS (IDENTIFIED COST $1,142,450,298) v tureneeeeeeeeneeananaeanananananns

U.S. GOVERNMENT AGENCIES & OBLIGATIONS (2.5%)

Cooperative Utilities Trust (Cajun Electric).......ciiiiiiiiinnnnnnn.
Cooperative Utilities Trust (Cajun Electric)......eiuiiiiininnnnnnn.
Government National Mortgage Association........... ...
Tennessee Valley AULhOTrity. ..ttt it ittt i e ei e
Tennessee Valley AULROTIt Y. ittt ittt ittt ittt ettt e
Tennessee Valley AULhOTrIty. ..ottt ittt e et et e et et eeeeean
Tennessee Valley AULhOTrity. ..ttt ittt it it it i e
Tennessee Valley AULROTIty . ittt ittt ittt ettt ettt e
Tennessee Valley AULhOTrIity. ..ottt ittt e et et et e eeeenen
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~ O 0 J O o w W

.65
.92

50

.00
.00
.75
.625

.25

3/15/98
3/15/19
6/15/20
1/15/97
4/15/03
12/15/22
11/15/29
4/15/42
7/15/43

5,742,800

3,322,140
5,975,850
7,970,340

16,963,550
6,161,650
5,382,350
9,461,900
5,356,000
5,574,300

641,296
5,352,000
5,373,200
2,233,840
9,219,780
3,183,750
4,276,550
6,102,250

11,411,500
9,451,280
3,281,550
1,635,250

9,497,200
5,777,550
10,887,500
14,811,550
2,408,060
5,488,000
10,152,100
4,680,500
6,494,160
6,250,600
5,755,000
25,449,147
5,483,250
15,605,100
4,801,000
5,330,550
5,583,950
5,628,645
5,358,000
7,691,040
11,920,100
6,047,600
5,911,000

$ 6,902,340
4,669,500

1,096,900
5,829,500
2,964,093
5,149,219
3,292,500
5,198,440

20,404,800

304,500
9,946,000
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38,000
5,000

<CAPTION>
NUMBER OF
SHARES

144,500
27,965
29,000

160,000

125,000
30,049
30,000
25,000
20,000

120,000
50,000
9,100

1,310,000
710,000
345,000
860,000
655,000
280,000

</TABLE>

Dean Witter U

U.S. TreasuUry BONA. .ttt ee e eeneeneeeeeeneeeneeneeeneeneeeaeens 6.25 8/15/23 37,501,250
U.S. Treasury NOLE. ..ttt ettt et ettt ettt teetee e eeeeae e eaeeaeaeaeenn 4.75 9/30/98 4,917,187
TOTAL U.S. GOVERNMENT AGENCIES & OBLIGATIONS (IDENTIFIED COST $92,166,319) ¢ eenennnnn. 96,604,389
<S> <C> <C> <C>

PREFERRED STOCKS (0.8%)

ELECTRIC UTILITIES (0.6%)

Arizona Public Service Company 7.258 . ittt ittt ittt ettt teneeneeneeneeneeneenens 3,594,437

Gulf States Utilities Company 9. 06 . ittt ittt ittt ittt ittt ittt ittt ettt 2,923,881
I11inois Power CompPany S$8.24 . . .ttt ettt teaeeeeeeeeeeeeeeaeaeeeeeeeeeeeeneanannns 1,479,000

Long Island Lighting Company 7.008 . @ittt ittt ittt ettt it ettt ittt ettt 4,240,000
Louisiana Power & Light Co. 8% Series O2. ...ttt ittt ittt 3,250,000
Louisiana Power & Light Co. L12.648 . it ittt ittt ettt ettt e et tee et 957,812
Public Service Electric & Gas Company 7.028 . ittt ittt ittt eeneeneeneenes 2,970,000
Public Service Electric & Gas Company 7.40% . ..ttt ittt ittt tn it enennn 2,481,250
Western ResoUrCeS, INC. T.08% . ittt ittt ettt ittt ettt ea ettt eeeeeeeeneeeeeeeaneenns 2,142,500

NATURAL GAS (0.2%)

Atlanta Gas Light Co. 7.
ENSERCH Corp. Series 'D'
ENSERCH Corp. Series 'E'

TOTAL PREFERRED STOCKS

COMMON STOCKS (61.7%)

Y

AR P . it i e e e et e e e et et e e e

(IDENTIFIED COST $29,814,437) ¢ vttt ittt ittt iie i e

ELECTRIC UTILITIES (36.3%)

Allegheny Power Systems,
American Electric Power,
Atlantic Energy, Inc....

Baltimore Gas & EleCTricC CoOmMPamy . vt ittt ottt ettt eeeneeeeeneeeeeneeneeneeneeneeneens

Boston Edison Company...

Carolina Power & Light CoOmMPany . v v vt i it o et et ot aeeaeeaeeeeeeeeeeseeeeeseeeaeeeeeaenns

tilities Fund
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<TABLE>

<CAPTION>

NUMBER OF
SHARES

<C>
555,000
990,000
955,000
200,000
640,000
1,015,000
725,000
335,000
1,240,000
1,010,000
1,200,000
370,000
500,000
325,000
150,000
860,000
640,000
850,000
1,090,000
765,000
950,000
1,065,000
1,320,000
260,000
185,000
700,000
960,000
650,000
750,000
850,000

<S>

Centerior Energy Corp...

Central & SOULh eSSt CoOr P . it vttt ittt ittt ettt et ettt ettt tieeieeen e eeneens
Cincinnati Gas & EleCtric ComMPany . vttt ittt eeeeeeeneneneneeeaeeneeenenenens

CIPSCO, INC.vieeereeennns
CMS Energy COrp.........

Commonwealth EdisSOn CoOmMPaNY . vttt ettt eneneneneeeeeeneeeneneneaeeeeneeeneneneas
Consolidated Edison Company NeW YOIk, IIC. ...ttt ienenneeneeneeneeneeneeneeneenenns
Delmarva Power & Light CompPany. .. ..o iin ittt ittt

Detroit Edison Company..

Dominion Resources, Inc

DPL, INC...tttiuinennnnnn
DOE, INC..ueeeieeneennens
Duke Power Company......

Empresa Nacional De Electricidad S.A. ADR+. ...ttt iititttein ettt neeeenenenens

Enersis S.A. ADR+.......
Entergy Corp............
Florida Progress Corp...
FPL Group, InC..........

General PUDlicC Utdlities CoOrP e vttt ittt it ittt et ettt et ettt ettt eeeeeeeeeeeeneeneeneenenns

Houston Industries, Inc

Illinois Power Company. .

Kansas City Power & Light CoOmPamy .« ettt ittt ettt eeneeneeneeneeneeneeneeneeneens
Long Island Lighting CoOmMPany . . e e oottt eeeeeneneneneneeeneeeeeenenenenensaeeeenenan
Louisiana Land & Exploration Co. (The) ..ttt ittt ettt ettt et et et e eeeeeaeenn

MDU Resources Group, Inc
Montana Power Company...

New England EleCtric SyStemM. it i ittt ittt ittt et e et e et aeeaeeeeeeeeeeeeeeaeeeeeaennannn

New York State Electric

L € 1= T T e T

Niagara MONAWK POWET COTD .ttt ittt ittt ittt ottt ettt e ta e at et teeeeeeneneeeeeaeeeeeenenenens

NIPSCO Industries, Inc..
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3,195,000
2,562,500
921,375

34,715,000
26,358,750
7,503,750
21,822,500
19,486,250
8,435,000

<C>
s 7,284,375
29,947,500
26,262,500
6,150,000
16,080,000
28,673,750
23,290,625
7,914,375
37,200,000
45,828,750
24,750,000
12,765,000
21,187,500
15,437,500
3,525,000
30,960,000
21,520,000
33,256,250
33,653,750
36,433,125
21,018,750
24,495,000
32,175,000
10,432,500
5,827,500
18,025,000
37,560,000
19,987,500
15,187,500
27,943,750
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1,385,000
305,000
1,210,000
225,000
1,040,000
1,005,000
1,060,000
930,000
995,000
615,000
605,000
890,000
850,000
1,260,000
380,000
550,000
1,050,000
360,000
1,795,000
780,000
</TABLE>

Dean Witter U
Portfolio of

<TABLE>

<CAPTION>

NUMBER OF
SHARES

405,000
420,000
1,135,000
1,000,000
505,000
830,000

345,000
410,000
565,000
350,000
645,000
940,000
610,000
235,000
680,000
365,000
790,000
1,220,000
150,000

1,260,000
1,040,000
570,000
645,000
540,000
500,000
305,000
175,000
590,000
215,000
830,000
260,000
1,080,000
480,000
1,565,000
1,260,000
750,000
495,000
980,000
915,000
380,000
</TABLE>

Northeast Utilities.. ..ot i i ittt e i ieiennn
Northern States Power Company, Minnesota...........oieieiiiiininennnnns
Ohi0 EdiSON COmMPaANY . c v v vt v ot e ot e et e et e e eeeeeeeeeeeeeeeeeneeneeaeennns
Oklahoma Gas & EleCtriC CoOmMPany .. et ettt eneeeneeneenenneenens
Pacific Gas & EleCtricC CoOmMPany . .. ittt un ettt eneneneneaneeenenenns
B o 1 0T o =T
Pennsylvania Power & Light COmMpPany.......oceieiiu ittt iinteneeneeneens
Philadelphia EleCtricC CoOmMPany ...ttt et eneneneneaneeenenenns
Pinnacle West Capital Cor ..ttt i i ittt ettt et et e teaeeaeeaeeneeas
Portland General CorP. . e ittt ettt eeneeneeneeneeneeneeneens
Potomac Electric POWET COMPANY .t vttt vt uenneneneneneneneneaseeenenennn
PST RESOUTCES, INC ittt it ittt teeneenseeseesensenseasenseasensensenseas
Public Service Company, Colorado. ... ... iiu ittt innenneeneeneens
Public Service Enterprise Group, INC......euieniini et tnennenenenenennn
Puget Sound Power & Light Company........oeieiiitintenteneeneenenneens
Rochester Gas & EleCtric CorpP. . ittt ittt ittt ittt
San Diego Gas & Electric CompPany ... ettt in ittt eneneanenenenennn
SCANA COT Pt e ottt ettt ettt ettt ettt e e s e eesesnseeeeeennneeeeenneneeeennns
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<S>

Southwestern Public ServicCe COmMPany . .. e ettt neeneeneeaeeaenens
TECO ENEIGY, INC .ttt ittt teennneeeeeeneeeeeennneeeeennneeeennns
Texas Utilities Electric CoOmMPany ... ettt eneneneenenenenenns
Union EleCtriC COmMPaNY .« v v ot v ot et nenneeeeeeeeeeeeeeeeeneeneeneenens
Utilicorp United, TnC ...ttt ittt ittt ettt teeeeneeneeneeneenenn
Washington Water POWET COMPANY .« v vt vttt tnenenseneenenenenenenseeenens

NATURAL GAS (6.0%)

Atlanta Gas Light CompPany. ... u ittt ettt teneeneeneeneeneeneenns
BUrlington ReSOULCES, INC. .ttt ittt enteeeeeneeenenenennas
[ T= = T O 0 o <
Consolidated Natural Gas COmMPaANY . . u et tnnenneeneeneeneeneeneenenn
EL Paso Natural Gas CoOmMPaly. .. .uueuiueinennenneeneeneeneeneeneeneensns
355 a0 @ o R
ENSERCH COr Pt vt ittt ttt ittt ttttte e teennneeeeennneeeeennneeeeennneeens
New Jersey ReSOUICES COTP .ttt tinneneeeennneeeeennnneeeennnnseens
Panhandle Eastern Pipeline CoOr ...ttt t ettt eneeneeneeneeneeas
1573 ¢ 1= oA 1 o ¥
TENNECO, I C e it ittt ettt e e e oo e oo aoeaeeeseeesasenesessassassassansassas
The Williams COmMPaniesS . vttt ittt it ettt ettt e et eteateaeeaeeeeas
Washington Gas Light CoOmPany . .....iiu ittt eeneeneeneenns

TELECOMMUNICATIONS (19.4%)

N I O
American Telephone & Telegraph COMPaANY ... .u e ten e enneeneeneeneenns
PN (L i I ol Y o) o N G

Bell Atlantic CoOr Pttt i ittt ittt ittt ittt it it ittt eenenenens
BellSoUth Corp. ittt it e e e et e e e e et e e
British Telecommunications PlcC, ADR+ ... iuetiennenneeneeneeneeneennnn
Cable & Wireless PLC—ADRt . .t ittt ittt ittt ittt eeneeneeneenenn
Century Telephone Enterprises, INC. ... ... inietn ettt tneeeeeeeenneennns
Compania De Telefonos De Chile ADRt ...ttt ettt eneenneneennennens
{03 (1= S O o
Ericsson (L.M.) TEL ADRt ..ttt neeneneneneneneas

Hong Kong Telecommunications Ltd. ADR+t. ...ttt innennennenn
MCI CommUNICAtions CoOr P vt v it ittt it e et et e et e et e e e e eeeaeeaeeaaenns
NYNEX COr ettt ettt ittt ettt ettt etteeteenneeeeeenneeeeennneeeeeennnes
Pacific TeleSis GroUP, IMC. e et tntieneeneeeneneneneneaeeeenenenns
Rochester Telephone Corp. . vttt ittt ettt et ettt eee et eennaeeenn
SoUthwestern Bell oD . ittt tt ittt ittt ettt ettt eeneneeneeneeneens
SPrint CorpPOration . vttt ittt ittt ittt ettt ettt e e
Telecommunications Corp. New Zealand Ltd. ADR+....iiiiiiinennennnnn.
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................... 32,893,750
................... 13,153,125
................... 27,527,500
................... 8,325,000
................... 36,530,000
................... 19,346,250
................... 28,620,000
................... 28,132,500
................... 22,263,125
................... 12,607,500
................... 16,183,750
................... 23,585,000
................... 27,306,250
................... 40,320,000
................... 9,452,500
................... 14,437,500
................... 26,381,250
................... 17,910,000
................... 35,900,000
................... 34,417,500

<C> <C> <C>

................... $ 12,403,125
................... 9,502,500
................... 49,088,750
................... 39,250,000
................... 16,033,750
................... 15,562,500

................... 13,411,875
................... 17,373,750
................... 15,890,625
................... 16,450,000
................... 23,220,000
................... 27,260,000
................... 9,912,500
................... 6,080,625
................... 16,065,000
................... 10,539,375
................... 41,573,750
................... 29,737,500
................... 6,187,500

................... 37,170,000
................... 54,600,000
................... 43,747,500
................... 22,494,375
................... 31,860,000
................... 28,937,500
................... 21,693,125
................... 4,200,000
................... 15,192,500
................... 21,903,125
................... 24,692,500
................... 10,432,500
................... 37,800,000
................... 29,880,000
................... 44,015,625
................... 50,557,500
................... 40,500,000
................... 22,336,875
................... 40,670,000
................... 31,796,250
................... 19,237,500
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<TABLE>
<CAPTION>
NUMBER OF
SHARES
<C> <S>
615,000 Telefonica Espana, S.A. ADRF. ..t tititinn ettt eineneneeneeenenenenns
865,000 Telefonos De Mexico S.A. SeriesS L ADR+ ..t i ittt tnenneeeeeeenneeneennns
770,000 U.S . eSS, TNl it ittt i ettt ettt e et e te et e et eeeeaeeeeeeneeeeeeenaneeens
TOTAL COMMON STOCKS (IDENTIFIED COST $1,913,133,900) ... vuiiniinnennnn.
<CAPTION>
PRINCIPAL
AMOUNT (IN
THOUSANDS)
<C> <S>
SHORT-TERM INVESTMENTS (3.0%)
COMMERCIAL PAPER (A) (1.8%)
AUTOMOTIVE FINANCE (0.3%)
$ 13,500 FOrd MOTOr Credif Ot it e sttt et eeeeeeeeseeneeneeneeneeneeeeenas
FINANCE - DIVERSIFIED (1.2%)
29,000 Heller FinancCial Il C. .. iiiiiii et eeeeeeeeeeeeeaeeeeeeeaeeeseeneeneenns
16,500 HouUuSEhOld FINAnCE CoOTP . c v v vt v vt ae et eeeaeeeeeeeeeeeeeseeeaeeaeeaenns
FINANCE - ENERGY (0.3%)
12,300 Chevron O1ll FiNANC . i ittt ittt ettt et teseeeeeeeeaneeeeeeeeenneeees
TOTAL COMMERCIAL PAPER (AMORTIZED COST $71,275,742) ¢ v vu e e eennnnnnn
U.S. GOVERNMENT AGENCIES (0.9%)
19,000 Federal Home Loan BanKS . ..t iiiinetteeeeneeeeeeeneeeeeenneeeeeennns
16,900 Federal Home Loan MoOrtgage CoOIP. .. u e iu it tnnenneeneeneeneeneeneenes
TOTAL U.S. GOVERNMENT AGENCIES (AMORTIZED COST $35,853,723) c.vveeennn..
REPURCHASE AGREEMENT (0.3%)
9,184 The Bank of New York 2.75% due 1/3/94 ( dated 12/31/93; proceeds

$9,183,897; collateralized by $9,211,420 U.S. Treasury Note 5.125%
due 3/31/98 valued at $9,365,429) (Identified Cost $9,181,793)......
TOTAL SHORT-TERM INVESTMENTS (IDENTIFIED COST $116,311,258)...........

TOTAL INVESTMENTS

S

+ AMERICAN DEPOSITORY RECEIPT.

(A) COMMERCIAL PAPER WAS PURCHASED ON A DISCOUNT BASIS. THE INTEREST RATES
SHOWN HAVE BEEN ADJUSTED TO REFLECT A BOND EQUIVALENT YIELD.

(B) THE AGGREGATE COST FOR FEDERAL INCOME TAX PURPOSES IS $3,294,889,359; THE
AGGREGATE GROSS UNREALIZED APPRECIATION IS $578,839,710 AND THE AGGREGATE
GROSS UNREALIZED DEPRECIATION IS $24,598,167, RESULTING IN NET UNREALIZED
APPRECTIATION OF $554,241,543.

</TABLE>

SEE NOTES TO FINANCIAL STATEMENTS
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DECEMBER 31, 1993
<TABLE>
<S> <C>
ASSETS:

Copyright © 2012 www.secdatabase.com. Al Rights Reserved
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(IDENTIFIED COST $3,293,876,212) cuvutetereneneneeenenenananannnnns
OTHER ASSETS IN EXCESS OF LIABILITIES . ..ttt ot etet et et et e ee ettt

VALUE
<C> <C> <C>
................. $ 23,985,000
................. 58,387,500
................. 35,323,750
751,413,125
................. 2,395,342,500
COUPON MATURITY
RATE DATE
<C> <C> <C>
3.352% 1/ 3/94 13,497,487
3.352 1/ 5/94 28,989,206
3.282 1/ 6/94 16,492,483
45,481,689
3.352 1/ 4/94 12,296,566
...................... 71,275,742
3.116 1/14/94 18,978,662
3.13 1/18/94 16,875,061
...................... 35,853,723
9,181,793
116,311,258
........ 99.2% 3,849,130,902
........ 0.8 31,983,538
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Investments in securities, at value
(identified cost $3,293,876,212) (Note

L) e e e e e $ 3,849,130,902
Receivable for:
I 0 ol oy Y 27,971,138
Shares of beneficial interest sold.... 11,632,162
Dividends......oiiiiii i, 10,497,486
Foreign withholding taxes reclaimed... 69,771
Prepaid expenses and other assets....... 89,580
TOTAL ASSETS. . ittt ittt 3,899,391,039
LIABILITIES:
Payable for:
Investments purchased (Note 4)........ 7,238,954
Distributions to shareholders......... 3,788,035
Plan of distribution fee (Note 3)..... 2,853,921
Shares of beneficial interest
repurchased. ... ..o, 2,006,275
Investment management fee (Note 2).... 1,698,566
Accrued expenses and other payables
(Note 4) ittt ettt ii e e een 690,848
TOTAL LIABILITIES....veueeeeenennn 18,276,599
NET ASSETS:
Paid-in-capital..... ..ot 3,318,995,945
Accumulated undistributed net investment
INCOME . v i ittt et e e e e e e 3,487,563
Accumulated undistributed net realized
Lo = 8 o = 3,376,242
Net unrealized appreciation............. 555,254,690
NET ASSETS. it ittt teteteinennnnns $ 3,881,114,440

NET ASSET VALUE PER SHARE, 270,689,008
shares outstanding (unlimited shares
authorized of $.01 par value).........

$14.34
</TABLE>
STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 1993
<TABLE>
<S> <C>
INVESTMENT INCOME:
INCOME
Dividends (net of $638,757 foreign
withholding tax) .........ovviiinn. $ 111,717,369
I o o Sl Y oA 97,512,514
TOTAL INCOME. ...t iiiiinennenn 209,229,883
EXPENSES
Plan of distribution fee (Note 3)..... 29,856,959
Investment management fee (Note 2).... 18,894,620
Transfer agent fees and expenses (Note
3 T 3,147,475
Registration fees.......oiiiiiiiinn. 353,017
Custodian feesS. ...ttt inenneennnn 232,926
Shareholder reports and notices....... 173,530
Professional fees........ .o 54,572
Trustees' fees and expenses (Note
3 T 34,810
Organizational expenses (Note 1)...... 9,289
[ o0 < L= 55,301
TOTAL EXPENSES. ... . iiiiinennennn. 52,812,499
NET INVESTMENT INCOME........... 156,417,384
NET REALIZED AND UNREALIZED GAIN ON
INVESTMENTS (Note 1):
Net realized gain on investments...... 33,021,452
Net change in unrealized appreciation
on investments............ ... ... 203,557,787
NET GAIN ON INVESTMENTS........... 236,579,239

NET INCREASE IN NET ASSETS

Copyright © 2012 www.secdatabase.com. All Rights Reserved
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RESULTING FROM OPERATIONS..... $ 392,996,623

</TABLE>

FOR THE YEAR ENDED

DECEMBER 31, 1993

<TABLE>
<CAPTION>
<S> <C>
INCREASE (DECREASE) IN NET ASSETS:
Operations:
Net inveStmMENt INCOME . . . vttt t et ittt et tae e eee e eneeneeeaeennns $

Net realized gadl. .o ittt ittt ettt et et e e et teeeeaeeaannns
Net change in unrealized appreciation.........oiiuiiiiiii i iininneenns

Net increase in net assets resulting from operations.............

Dividends and distributions to shareholders from:
Net investment IncCome...... ...ttt ittt ittt
Net realized gadl. .. ittt ittt ittt ittt it it i tit it eneens

Net increase from transactions in shares of beneficial interest (Note

e o B I o Yo o= =
NET ASSETS:

156,417,384
33,021,452
203,557,787

(155,892,059)
(31,752,536)

955,283, 444

Beginning of period. ... ... i i e e e e e 2,925,830,996

END OF PERIOD (including undistributed net investment income of
$3,487,563 and $2,943,467, respecCtively) «uu ittt S 3

</TABLE>

SEE NOTES TO FINANCIAL STATEMENTS
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NOTES TO FINANCIAL STATEMENTS
1. ORGANIZATION AND ACCOUNTING POLICIES--Dean Witter Utilities Fund (the

"Fund") was organized on December 8, 1987 as a Massachusetts business trust and
is registered under the Investment Company Act of 1940, as amended (the "Act"),
as a diversified, open-end management investment company. The Fund commenced
operations on April 29, 1988.

The following is a summary of significant accounting policies:

A. VALUATION OF INVESTMENTS-- (1) an equity portfolio security listed or
traded on the New York or American Stock Exchange 1is valued at its latest
sale price on that exchange prior to the time when assets are valued (if
there were no sales that day, the security is wvalued at the latest bid
price), and (2) all other portfolio securities for which over-the-counter
market quotations are readily available are valued at the latest bid price
prior to the time of valuation; (3) when market quotations are not readily
available, portfolio securities are valued at their fair value as determined
in good faith wunder procedures established by and wunder the general
supervision of the Trustees; (4) certain of the Fund's portfolio securities
may be valued by an outside pricing service approved by the Fund's Trustees.
The pricing service utilizes a matrix system incorporating security quality,
maturity and coupon as the evaluation model parameters, and/or research and
evaluations by its staff, including review of Dbroker-dealer market price
quotations, in determining what it believes is the fair wvaluation of the
portfolio securities valued by such pricing service; and (5) the fair market
value of short-term debt securities which mature at a date less than
sixty-one days subsequent to the valuation date will be determined on an
amortized cost or amortized value method; other short-term debt securities
will be valued on a mark-to-market basis until such time as they reach a
maturity of 60 days, whereupon they will be valued at amortized value unless
the Trustees determine such does not reflect the securities' fair value, in
which case these securities will be valued at their fair value as determined
by the Trustees.

B. ACCOUNTING FOR INVESTMENTS--Security transactions are accounted for on

the trade date (date the order to buy or sell is executed). Realized gains
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FOR THE YEAR ENDED
DECEMBER 31, 1992

$ 119,566,603
7,980,618
97,107,197

(118,377,927)
(5,531,961)

966,789,410

1,959,041,586
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and losses on security transactions are determined on the identified cost
method. In computing net investment income, the Fund does not amortize
premiums or accrue discounts on fixed income securities in the portfolio,
except those original issue discounts for which amortization is required for
federal income tax purposes. Additionally, with respect to market discount
on bonds, a portion of any capital gain realized wupon disposition may be
recharacterized as investment income. Dividend income is recorded on the
ex-dividend date. Interest income is accrued daily except where collection
is not expected.

C. FEDERAL INCOME TAX STATUS--It is the Fund's policy to comply with the
requirements of the Internal Revenue Code applicable to regulated investment
companies and to distribute all of its taxable income to shareholders.
Accordingly, no federal income tax provision is required.

D. DIVIDENDS AND DISTRIBUTIONS TO SHAREHOLDERS--The Fund records dividends
and distributions to its shareholders on the record date. The amount of
dividends and distributions from net investment income and net realized
capital gains are determined 1in accordance with federal income tax
regulations, which may differ from generally accepted accounting principles.
These "book/tax" differences are either considered temporary or permanent in
nature. To the extent these differences are permanent 1in nature, such
amounts are reclassified within the capital accounts based on their
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federal tax-basis treatment; temporary differences do not require
reclassifications. Dividends and distributions which exceed net investment
income and net realized capital gains for financial reporting purposes but
not for tax purposes are reported as dividends in excess of net investment
income or distributions 1in excess of net realized capital gains. To the
extent they exceed net investment income and net realized capital gains for
tax purposes, they are reported as distributions of paid-in-capital.

E. ORGANIZATIONAL EXPENSES--The Fund's Investment Manager paid the
organizational expenses of the Fund in the amount of approximately $141,000.
The Fund had reimbursed the Investment Manager for these costs which were
deferred and amortized by the Fund on the straight line method over a period
of sixty months from the commencement of operations. As of December 31,
1993, these expenses were fully amortized.

F. REPURCHASE AGREEMENTS--The Fund's custodian takes possession on behalf of
the Fund of the collateral pledged for investments in repurchase agreements.
It is the policy of the Fund to value the underlying collateral daily on a
mark-to-market basis to determine that the wvalue, including accrued
interest, is at least equal to the repurchase price plus accrued interest.
In the event of default of the obligation to repurchase, the Fund has the
right to liquidate the collateral and apply the proceeds in satisfaction of
the obligation.

2. INVESTMENT MANAGEMENT AGREEMENT--Pursuant to an Investment Management
Agreement (the "Agreement") with Dean Witter InterCapital Inc. (the "Investment
Manager"), the Fund pays its Investment Manager a management fee, accrued daily
and payable monthly at an annual rate of 0.65% of the portion of the daily net
assets not exceeding $500 million; 0.55% of the portion of the daily net assets
exceeding $500 million but not exceeding $1 billion; 0.525% of the portion of
the daily net assets exceeding $1 billion but not exceeding $1.5 billion; 0.50%
of the portion of the daily net assets exceeding $1.5 billion but not exceeding
$2.5 billion; 0.475% of the portion of daily net assets exceeding $2.5 billion
but not exceeding $3.5 Dbillion; and 0.45% of the portion of daily net assets
exceeding $3.5 billion.

Under the terms of the Agreement, 1in addition to managing the Fund's
investments, the Investment Manager maintains certain of the Fund's books and
records and furnishes office space and facilities, equipment, clerical,
bookkeeping and certain legal services, and pays the salaries of all personnel,
including officers of the Fund who are employees of the Investment Manager. The
Investment Manager also bears the cost of telephone services, heat, light, power
and other utilities provided to the Fund.

3. PLAN OF DISTRIBUTION--Shares of the Fund are distributed by Dean Witter
Distributors Inc. (the "Distributor"), an affiliate of the Investment Manager.
The Fund has adopted a Plan of Distribution (the "Plan") pursuant to Rule 12b-1
under the Act under which the Fund pays the Distributor a fee which is accrued
daily and payable monthly at an annual rate of 1.0% of the lesser of: (a) the
average daily aggregate gross sales of the Fund's shares since the inception of
the Fund (not including reinvestments of dividends or capital gains
distributions), less the average daily aggregate net asset value of the Fund's
shares redeemed since the Fund's inception wupon which a contingent deferred
sales charge has been imposed or upon which such charge has been waived; or (b)
the Fund's average daily net assets. Amounts paid under the Plan are paid to the
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Distributor to compensate it for the services provided and the expenses borne by
it and others in the distribution of the Fund's shares, including the payment of
commissions for sales of the Fund's shares and incentive compensation to and
expenses of Dean Witter
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Reynolds, Inc.'s ("DWR"), an affiliate of the Investment Manager, account
executives and others who engage in or support distribution of the Fund's shares
or who service shareholder accounts, including overhead and telephone expenses;
printing and distribution of prospectuses and reports wused in connection with
the offering of the Fund's shares; and preparation, printing and distribution of
sales literature and advertising materials. In addition, the Distributor may Dbe
compensated under the Plan for its opportunity costs in advancing such amounts,
which compensation would be in the form of a carrying charge on any unreimbursed
expenses.

Provided that the Plan continues 1in effect, any cumulative expenses
incurred, but not yet recovered, may be recovered through future distribution
fees from the Fund and contingent deferred sales charges from the Fund's
shareholders.

The Distributor has informed the Fund that for the year ended December 31,
1993, it received approximately $6,187,000 in contingent deferred sales charges
from redemptions of the Fund's shares. The Fund's shareholders pay such charges
which are not an expense of the Fund.

4. SECURITY TRANSACTIONS AND TRANSACTIONS WITH AFFILIATES--The cost of
purchases and the proceeds from sales of portfolio securities (excluding
short-term investments) for the year ended December 31, 1993 aggregated
$1,270,362,210 and $554,564,879, respectively. Included in the aforementioned
are purchases and sales of U.S. Government securities of $107,145,843 and
$58,693,944, respectively. For the same period, the Fund paid brokerage
commissions of approximately $129,600 to DWR for transactions executed on behalf
of the Fund. At December 31, 1993 the Fund's payable for investments purchased
included unsettled trades with DWR of approximately $456,000.

On April 1, 1991, the Fund established an unfunded noncontributory defined
benefit pension plan covering all independent Trustees of the Fund who will have
served as independent Trustee for at least five years at the time of retirement.
Benefits under this plan are based on years of service and compensation during
the 1last five years of service. Aggregate pension cost for the year ended
December 31, 1993 included in Trustees' fees and expenses in the Statement of
Operations, amounted to $12,232. At December 31, 1993 the Fund had an accrued
pension liability of $39,299 which 1is included in accrued expenses 1in the
Statement of Assets and Liabilities.

Dean Witter Trust Company, an affiliate of the Investment Manager and
Distributor, is the Fund's transfer agent. During the vyear ended December 31,
1993, the Fund incurred transfer agent fees and expenses of approximately
$3,147,000, of which approximately $352,000 was payable at December 31, 1993.

5. SHARES OF BENEFICIAL INTEREST--Transactions in shares of beneficial interest
were as follows:

<TABLE>
<CAPTION>
FOR THE YEAR ENDED
DECEMBER 31, 1993
SHARES AMOUNT
<S> <C> <C>
1S 88,274,539 $1,279,510,
Reinvestment of dividends and distributions........... 10,686,468 154,738,
98,961,007 1,434,248,
Repurchased. . v o ittt ittt it i ittt ti et i (47,007,729) (684,317,

Net increase

</TABLE>
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6. FEDERAL INCOME TAXES--The Fund had temporary book/tax differences which were
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FOR THE YEAR ENDED
DECEMBER 31, 1992

SHARES AMOUNT
<C> <C>
064 84,488,639 $1,087,444,874
787 7,817,126 100,595,556

851 92,305,765 1,188,040,430
435) (25,035,527) (321,995,550)
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primarily attributable to realized capital loss deferrals on wash sales and

permanent book/tax

differences primarily attributable to a distribution of

paid-in-capital. To reflect cumulative reclassifications arising from permanent
book/tax differences as of December 31, 1992, accumulated undistributed net
investment income was credited $626,248, accumulated undistributed net realized
gains was charged $17,973 and paid-in-capital was charged $608,275.

1993 FEDERAL TAX NOTICE (UNAUDITED)

During the year ended December 31, 1993, the Fund paid to shareholders $0.07070
per share from long-term capital gains. For such period, 66% of the income

dividend qualifies
corporations.

for the dividends received deduction available to
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FINANCIAL HIGHLIGHTS

Selected data and

ratios for a share of beneficial interest outstanding

throughout each period:

<TABLE>
<CAPTION>

<S>
PER SHARE OPERATING
PERFORMANCE :

FOR THE YEAR ENDED DECEMBER 31,

Net asset value, beginning of

Net investment income....... 0.61 0.63 0.65 0.65 0.63
Net realized and unrealized

gain (loss) on
investments......

Total from investment

operations........

Less dividends and
distributions:
Dividends from net

investment income

Distributions from net

realized gains on
investments......

Total dividends and
distributions.....

Net asset value, end
period............

TOTAL INVESTMENT RETURN+ ..... 12.79 % 8.75 % 18.89 %

of

RATIOS/SUPPLEMENTAL DATA:
Net assets, end of period (in

thousands) ........
Ratio of expenses to

.......... $ 3,881,114 $ 2,925,831 $ 1,959,042 $ 1,369,038 $ 1,131,119
average

net assets.......... .. . ... 1.46 % 1.59 % 1.59 % 1.67 % 1.68
Ratio of net investment income

to average net assets....... 4.32 % 5.05 % 5.58 % 5.85 % 6.07
Portfolio turnover rate....... 16 % 14 % 13 % 13 % 25

</TABLE>

* DATE OF COMMENCEMENT OF OPERATIONS.
+ DOES NOT REFLECT THE DEDUCTION OF SALES LOAD.

(1) NOT ANNUALIZED.
(2) ANNUALIZED.

SEE NOTES TO FINANCIAL STATEMENTS
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To the Shareholders and Trustees of Dean Witter Utilities Fund

In our opinion, the accompanying statement of assets and liabilities, including
the portfolio of investments, and the related statements of operations and of
changes 1in net assets and the financial highlights present fairly, in all
material respects, the financial position of Dean Witter Utilities Fund (the
"Fund") at December 31, 1993, the results of its operations for the year then
ended, the changes in 1its net assets for each of the two years in the period
then ended and the financial highlights for each of the five years in the period
then ended and for the period April 29, 1988 (commencement of operations)
through December 31, 1988, in conformity with generally accepted accounting
principles. These financial statements and financial highlights (hereafter
referred to as "financial statements") are the responsibility of the Fund's
management; our responsibility is to express an opinion on these financial
statements based on our audits. We conducted our audits of these financial
statements 1in accordance with generally accepted auditing standards which
require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit
includes examining, on a test Dbasis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting principles
used and significant estimates made by management, and evaluating the overall
financial statement presentation. We believe that our audits, which included
confirmation of securities owned at December 31, 1993 by correspondence with the
custodian and Dbrokers, provide a reasonable basis for the opinion expressed
above.

PRICE WATERHOUSE

1177 Avenue of the Americas
New York, New York 10036
February 11, 1994
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APPENDIX

RATINGS
MOODY'S INVESTORS SERVICE INC. ("MOODY'S")
BOND RATINGS

Aaa Bonds which are rated Aaa are judged to be of the best quality. They carry
the smallest degree of investment risk and are generally referred to as
"gilt edge." Interest payments are protected by a large or by an
exceptionally stable margin and principal is secure. While the various
protective elements are 1likely to change, such changes as can be
visualized are most unlikely to impair the fundamentally strong position
of such issues.

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

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

Baa Bonds which are rated Baa are considered as medium grade obligations;
i.e., they are neither highly protected nor poorly secured. Interest
payments and principal security appear adequate for the present but
certain protective elements may Dbe lacking or may be characteristically
unreliable over any great length of time. Such bonds lack outstanding
investment characteristics and in fact have speculative characteristics as
well.

Bonds rated Aaa, Aa, A and Baa are considered investment grade bonds.

RATING REFINEMENTS: Moody's may apply numerical modifiers, 1, 2, and 3 in
each generic rating classification from Aa through B 1in its corporate and
municipal Dbond rating system. The modifier 1 indicates that the security ranks
in the higher end of its generic rating category; the modifier 2 indicates a
mid-range ranking; and a modifier 3 indicates that the issue ranks in the lower
end of its generic rating category.

COMMERCIAL PAPER RATINGS
Moody's Commercial Paper ratings are opinions of the ability to repay

punctually promissory obligations not having an original maturity in excess of
nine months. Moody's employs the following three designations, all judged to be
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investment grade, to indicate the relative repayment capacity of rated issuers:
Prime-1, Prime-2, Prime-3.

Issuers rated Prime-1 have a superior capacity for repayment of short-term
promissory obligations. Issuers rated Prime-2 have a strong capacity for
repayment of short-term promissory obligations; and Issuers rated Prime-3 have
an acceptable capacity for repayment of short-term promissory obligations.
Issuers rated Not Prime do not fall within any of the Prime rating categories.

STANDARD & POOR'S CORPORATION ("STANDARD & POOR'S")
BOND RATINGS

A Standard & Poor's bond rating 1is a current assessment of the
creditworthiness of an obligor with respect to a specific obligation. This
assessment may take into consideration obligors such as guarantors, insurers, or
lessees.
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The ratings are based on current information furnished by the issuer or
obtained by Standard & Poor's from other sources it considers reliable. The
ratings are Dbased, in varying degrees, on the following considerations: (1)
likelihood of default-capacity and willingness of the obligor as to the timely
payment of interest and repayment of principal in accordance with the terms of
the obligation; (2) nature of and provisions of the obligation; and (3)
protection afforded by, and relative position of, the obligation in the event of
bankruptcy, reorganization or other arrangement under the laws of bankruptcy and
other laws affecting creditors' rights.

Standard & Poor's does not perform an audit in connection with any rating
and may, on occasion, rely on unaudited financial information. The ratings may
be changed, suspended or withdrawn as a result of changes in, or wunavailability
of, such information, or for other reasons.

ARA Debt rated AAA has the highest rating assigned by Standard & Poor's.
Capacity to pay interest and repay principal is extremely strong.

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

A Debt rated A has a strong capacity to pay interest and repay principal
although they are somewhat more susceptible to the adverse effects of
changes in circumstances and economic conditions than debt in higher-rated
categories.

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

Bonds rated AAA, AA, A and BBB are considered investment grade bonds.

NR Indicates that no rating has been requested, that there is insufficient
information on which to base a rating or that Standard & Poor's does not
rate a particular type of obligation as a matter of policy.

COMMERCIAL PAPER RATINGS

Standard and Poor's commercial paper rating 1is a current assessment of the
likelihood of timely payment of debt having an original maturity of no more than
365 days. The commercial paper rating is not a recommendation to purchase or
sell a security. The ratings are based upon current information furnished by the
issuer or obtained by S&P from other sources it considers reliable. The ratings
may be changed, suspended, or withdrawn as a result of changes 1in or
unavailability of such information. Ratings are graded into group categories,
ranging from "A" for the highest quality obligations to "D" for the lowest. The
categories are as follows:

Issues assigned A ratings are regarded as having the greatest capacity for
timely payment. Issues in this category are further refined with the designation
1, 2 and 3 to indicate the relative degree of safety.

A-1 indicates that the degree of safety regarding timely payment 1s very
strong.
A-2 indicates capacity for timely payment on issues with this designation 1is

strong. However, the relative degree of safety is not as overwhelming as
for issues designated "A-1".

A-3 indicates a satisfactory capacity for timely payment. Obligations carrying
this designation are, however, somewhat more vulnerable to the adverse
effects of changes in circumstances than obligations carrying the higher
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designations.
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