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Commodity Futures Trading Commission Registration. Effective December 31, 2012, the Commodity Futures Trading Commission (�CFTC�) adopted certain
regulatory changes that subject registered investment companies and advisers to regulation by the CFTC if a fund invests more than a prescribed level of its assets
in certain CFTC-regulated instruments (including futures, certain options and swap agreements) or markets itself as providing investment exposure to such
instruments. The Fund has claimed an exclusion from the definition of the term �commodity pool operator� under the Commodity Exchange Act. Accordingly,
neither the Fund nor the adviser with respect to the operation of the Fund is subject to CFTC regulation. Because of its management of other strategies, the Fund�s
adviser is registered with the CFTC as a commodity pool operator and a commodity trading advisor.

Managed Distribution Plan. Pursuant to an exemptive order issued by the Securities and Exchange Commission (Order), the Fund is authorized to distribute
long-term capital gains to shareholders more frequently than once per year. Pursuant to the Order, the Fund�s Board of Trustees approved a Managed Distribution
Plan (MDP) pursuant to which the Fund makes monthly cash distributions to common shareholders, stated in terms of a fixed amount per common share.

The Fund currently distributes monthly cash distributions equal to $0.0760 per share in accordance with the MDP. You should not draw any conclusions about the
Fund�s investment performance from the amount of these distributions or from the terms of the MDP. The MDP will be subject to regular periodic review by the
Fund�s Board of Trustees and the Board may amend or terminate the MDP at any time without prior notice to Fund shareholders. However, at this time there are no
reasonably foreseeable circumstances that might cause the termination of the MDP.

The Fund may distribute more than its net investment income and net realized capital gains and, therefore, a distribution may include a return of capital. A return
of capital distribution does not necessarily reflect the Fund�s investment performance and should not be confused with �yield� or �income.� With each distribution, the
Fund will issue a notice to shareholders and a press release containing information about the amount and sources of the distribution and other related information.
The amounts and sources of distributions contained in the notice and press release are only estimates and are not provided for tax purposes. The amounts and
sources of the Fund�s distributions for tax purposes will be reported to shareholders on Form 1099-DIV for each calendar year.

Fund shares are not insured by the FDIC and are not deposits or other obligations of, or guaranteed by, any depository institution. Shares are subject to
investment risks, including possible loss of principal invested.
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Eaton Vance

Risk-Managed Diversified Equity Income Fund

June 30, 2018

Performance1,2

Portfolio Manager Michael A. Allison, CFA

% Average Annual Total Returns Inception Date Six Months One Year Five Years Ten Years
Fund at NAV 07/31/2007 0.85% 6.46% 6.18% 4.26% 
Fund at Market Price � 2.84 10.91 7.77 4.12
S&P 500 Index � 2.65% 14.37% 13.41% 10.16% 
CBOE S&P 500 95�110 Collar Index � 1.15 10.81 7.75 �

% Premium/Discount to NAV3

�2.58% 

Distributions4

Total Distributions per share for the period $ 0.456
Distribution Rate at NAV 9.42% 
Distribution Rate at Market Price 9.67% 
Fund Profile

Sector Allocation (% of total investments)5

Top 10 Holdings (% of total investments)5

Microsoft Corp. 5.3% 

Apple, Inc. 3.7

JPMorgan Chase & Co. 3.5

Amazon.com, Inc. 3.3
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Alphabet, Inc., Class C 3.2

Visa, Inc., Class A 3.2

Johnson & Johnson 3.1

Home Depot, Inc. (The) 3.0

Bank of America Corp. 2.8

Exxon Mobil Corp. 2.6

Total 33.7% 

See Endnotes and Additional Disclosures in this report.

Past performance is no guarantee of future results. Returns are historical and are calculated by determining the percentage change in net asset
value (NAV) or market price (as applicable) with all distributions reinvested and include management fees and other expenses. Fund
performance at market price will differ from its results at NAV due to factors such as changing perceptions about the Fund, market conditions,
fluctuations in supply and demand for Fund shares, or changes in Fund distributions. Investment return and principal value will fluctuate so
that shares, when sold, may be worth more or less than their original cost. Performance less than or equal to one year is cumulative.
Performance is for the stated time period only; due to market volatility, current Fund performance may be lower or higher than the quoted
return. For performance as of the most recent month-end, please refer to eatonvance.com.

2
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Eaton Vance

Risk-Managed Diversified Equity Income Fund

June 30, 2018

Fund Snapshot

Objective The primary investment objective is to provide current income and gains, with a secondary objective of capital
appreciation.

Strategy The Fund invests in a diversified portfolio of common stocks and purchases out-of-the-money, short-dated S&P 500
Index put options and sells out-of-the-money S&P 500 Index call options of the same term as the put options with roll
dates that are staggered across the options portfolio. The Fund evaluates returns on an after tax basis and seeks to
minimize and defer federal income taxes incurred by shareholders in connection with their investment in the Fund.

Options Strategy

Write Index Covered Calls;

Buy Index Puts

Equity Benchmark1
S&P 500 Index

Morningstar Category Option Writing

Distribution Frequency Monthly

Common Stock Portfolio

Positions Held 52

% US / Non-US 99.1/0.9

Average Market Cap $229.6 Billion

Call Options Written

% of Stock Portfolio 97%

Average Days to Expiration 15 days

% Out of the Money 2.7%

Put Options Purchased

% of Stock Portfolio 97%

Average Days to Expiration 15 days

% Out of the Money 1.7%
The following terms as used in the Fund snapshot:

Average Market Cap: An indicator of the size of the companies in which the Fund invests and is the sum of each security�s weight in the
portfolio multiplied by its market cap. Market Cap is determined by multiplying the price of a share of a company�s common stock by the
number of shares outstanding.

Call Option: For an index call option, the buyer has the right to receive from the seller (or writer) a cash payment at the option expiration date
equal to any positive difference between the value of the index at contract expiration and the exercise price. The buyer of a call option makes a
cash payment (premium) to the seller (writer) of the option upon entering into the option contract.

Covered Call Strategy: A strategy of owning a portfolio of common stocks and writing call options on all or a portion of such stocks to
generate current earnings from option premium.
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Index Put Option: Gives the option buyer the right to receive from the option seller (writer) a cash payment if the value of the index exceeds a
specified value (exercise price or strike price) on or before a specified date (option expiration date). The buyer makes a cash payment (premium)
to the seller of the option upon entering into the contract.

Out of the Money: For a call option on an index, the extent to which the exercise price of the option exceeds the current price of the value of the
index. For an index put option, the extent to which the current value of the index exceeds the exercise price of the option.

See Endnotes and Additional Disclosures in this report.

3
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Eaton Vance

Risk-Managed Diversified Equity Income Fund

June 30, 2018

Endnotes and Additional Disclosures

1 S&P 500 Index is an unmanaged index of large-cap stocks commonly used as a measure of U.S. stock market performance. CBOE S&P 500 95�110 Collar Index
is an unmanaged index of the S&P 500 stocks with a collar option strategy of buying put options and selling call options. The CBOE S&P 500 95�110 Collar
Index commenced on September 2008; accordingly the Ten Years return is not available. Unless otherwise stated, index returns do not reflect the effect of any
applicable sales charges, commissions, expenses, taxes or leverage, as applicable. It is not possible to invest directly in an index. Performance since inception
for an index, if presented, is the performance since the Fund�s or oldest share class� inception, as applicable.

2 During the year ended December 31, 2008, the Fund elected to retain a portion of its realized long-term gains and pay the required federal corporate income tax
on such amount. The total returns include the economic benefit to common shareholders of the tax credit or refund available to them, which equaled their pro
rata share of the tax paid by the Fund. If this benefit was not included, the returns for the ten years would have been 3.90% (at NAV) and 3.76% (at Market
Price).

3 The shares of the Fund often trade at a discount or premium from their net asset value. The discount or premium of the Fund may vary over time and may be
higher or lower than what is quoted in this report. For up-to-date premium/discount information, please refer to http://eatonvance.com/closedend.

4 The Distribution Rate is based on the Fund�s last regular distribution per share in the period (annualized) divided by the Fund�s NAV or market price at the end of
the period. The Fund�s distributions may be comprised of amounts characterized for federal income tax purposes as qualified and non-qualified ordinary
dividends, capital gains and nondividend distributions, also known as return of capital. For additional information about nondividend distributions, please refer
to Eaton Vance Closed-End Fund Distribution Notices (19a) posted on our website, eatonvance.com. The Fund will determine the federal income tax character
of distributions paid to a shareholder after the end of the calendar year. This is reported on the IRS form 1099- DIV and provided to the shareholder shortly after
each year-end. For information about the tax character of distributions made in prior calendar years, please refer to Performance-Tax Character of Distributions
on the Fund�s webpage available at eatonvance.com. In recent years, a significant portion of the Fund�s distributions has been characterized as a return of capital.
The Fund�s distributions are determined by the investment adviser based on its current assessment of the Fund�s long-term return potential. Fund distributions
may be affected by numerous factors including changes in Fund performance, the cost of financing for leverage, portfolio holdings, realized and projected
returns, and other factors. As portfolio and market conditions change, the rate of distributions paid by the Fund could change.

5 Depictions do not reflect the Fund�s option positions. Excludes cash and cash equivalents.

Fund snapshot and profile subject to change due to active management.

4
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Eaton Vance

Risk-Managed Diversified Equity Income Fund

June 30, 2018

Portfolio of Investments (Unaudited)

Common Stocks � 98.4%
Security Shares Value

Air Freight & Logistics � 2.0%
FedEx Corp.(1) 55,194 $ 12,532,350

$ 12,532,350

Auto Components � 2.1%
Aptiv PLC(1) 139,579 $ 12,789,624

$ 12,789,624

Banks � 7.4%
Bank of America Corp.(1) 608,370 $ 17,149,950
First Republic Bank(1) 72,327 7,000,530
JPMorgan Chase & Co.(1) 206,704 21,538,557

$ 45,689,037

Beverages � 3.3%
Constellation Brands, Inc., Class A(1) 44,329 $ 9,702,288
PepsiCo, Inc.(1) 96,624 10,519,455

$ 20,221,743

Biotechnology � 2.4%
Gilead Sciences, Inc.(1) 121,642 $ 8,617,119
Vertex Pharmaceuticals, Inc.(1)(2) 36,340 6,176,347

$ 14,793,466

Capital Markets � 1.9%
Charles Schwab Corp. (The)(1) 232,577 $ 11,884,685

$ 11,884,685

Chemicals � 1.2%
DowDuPont, Inc.(1) 108,293 $ 7,138,675

$ 7,138,675

Containers & Packaging � 1.1%
Ball Corp.(1) 196,019 $ 6,968,475

$ 6,968,475

Diversified Telecommunication Services � 4.1%
Verizon Communications, Inc.(1) 303,780 $ 15,283,172
Zayo Group Holdings, Inc.(1)(2) 270,090 9,852,883

$ 25,136,055
Security Shares Value

Electric Utilities � 1.6%
NextEra Energy, Inc.(1) 57,986 $ 9,685,402

$ 9,685,402
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Electronic Equipment, Instruments & Components � 1.8%
Corning, Inc.(1) 406,955 $ 11,195,332

$ 11,195,332

Equity Real Estate Investment Trusts (REITs) � 2.9%
American Tower Corp.(1) 87,242 $ 12,577,679
AvalonBay Communities, Inc.(1) 31,978 5,496,698

$ 18,074,377

Food Products � 1.5%
Mondelez International, Inc., Class A(1) 226,730 $ 9,295,930

$ 9,295,930

Health Care Equipment & Supplies � 3.9%
Abbott Laboratories(1) 148,262 $ 9,042,499
Danaher Corp.(1) 151,741 14,973,802

$ 24,016,301

Health Care Providers & Services � 1.2%
Aetna, Inc.(1) 41,390 $ 7,595,065

$ 7,595,065

Insurance � 2.6%
American Financial Group, Inc.(1) 84,618 $ 9,082,050
American International Group, Inc.(1) 136,107 7,216,393

$ 16,298,443

Internet & Direct Marketing Retail � 3.3%
Amazon.com, Inc.(1)(2) 11,944 $ 20,302,411

$ 20,302,411

Internet Software & Services � 6.7%
Akamai Technologies, Inc.(1)(2) 127,774 $ 9,356,890
Alphabet, Inc., Class C(1)(2) 17,787 19,844,067
Facebook, Inc., Class A(1)(2) 15,360 2,984,755
GoDaddy, Inc., Class A(1)(2) 129,287 9,127,662

$ 41,313,374

IT Services � 3.2%
Visa, Inc., Class A(1) 146,964 $ 19,465,382

$ 19,465,382

5 See Notes to Financial Statements.
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Eaton Vance

Risk-Managed Diversified Equity Income Fund

June 30, 2018

Portfolio of Investments (Unaudited) � continued

Security Shares Value

Machinery � 5.2%
Atlas Copco AB 142,559 $ 4,128,584
Caterpillar, Inc.(1) 98,379 13,347,079
Epiroc AB(2) 142,559 1,495,980
Fortive Corp.(1) 171,636 13,234,852

$ 32,206,495

Media � 3.8%
Live Nation Entertainment, Inc.(1)(2) 205,619 $ 9,986,915
Walt Disney Co. (The)(1) 128,894 13,509,380

$ 23,496,295

Multi-Utilities � 1.4%
Sempra Energy(1) 73,098 $ 8,487,409

$ 8,487,409

Oil, Gas & Consumable Fuels � 6.5%
ConocoPhillips(1) 130,373 $ 9,076,568
EOG Resources, Inc.(1) 72,578 9,030,881
Exxon Mobil Corp.(1) 191,545 15,846,518
Phillips 66(1) 56,624 6,359,441

$ 40,313,408

Personal Products � 1.6%
Estee Lauder Cos., Inc. (The), Class A(1) 67,569 $ 9,641,421

$ 9,641,421

Pharmaceuticals � 4.8%
Johnson & Johnson(1) 157,176 $ 19,071,736
Zoetis, Inc.(1) 121,032 10,310,716

$ 29,382,452

Road & Rail � 2.3%
CSX Corp.(1) 224,939 $ 14,346,609

$ 14,346,609

Semiconductors & Semiconductor Equipment � 1.8%
QUALCOMM, Inc.(1) 193,678 $ 10,869,209

$ 10,869,209

Software � 6.8%
Microsoft Corp.(1) 329,289 $ 32,471,188
salesforce.com, Inc.(1)(2) 68,270 9,312,028

$ 41,783,216
Security Shares Value

Specialty Retail � 3.0%
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Home Depot, Inc. (The)(1) 96,390 $ 18,805,689
$ 18,805,689

Technology Hardware, Storage & Peripherals � 5.5%
Apple, Inc.(1) 122,378 $ 22,653,392
Xerox Corp.(1) 459,216 11,021,184

$ 33,674,576

Textiles, Apparel & Luxury Goods � 1.5%
NIKE, Inc., Class B(1) 117,824 $ 9,388,216

$ 9,388,216

Total Common Stocks
(identified cost $491,184,069) $ 606,791,122

Short-Term Investments � 1.2%
Description Units Value
Eaton Vance Cash Reserves Fund, LLC, 2.09%(3) 7,456,219 $ 7,456,219

Total Short-Term Investments
(identified cost $7,456,219) $ 7,456,219

Total Purchased Put Options � 0.5%
(identified cost $2,541,608) $ 3,023,715

Total Investments � 100.1%
(identified cost $501,181,896) $ 617,271,056

Total Written Call Options � (0.1)%
(premiums received $2,759,653) $ (798,455) 

Other Assets, Less Liabilities � (0.0)%(4) $ (245,092) 

Net Assets � 100.0% $ 616,227,509
The percentage shown for each investment category in the Portfolio of Investments is based on net assets.

(1) Security (or a portion thereof) has been pledged as collateral for written options.

(2) Non-income producing security.

(3) Affiliated investment company, available to Eaton Vance portfolios and funds, which invests in high quality, U.S. dollar denominated money market
instruments. The rate shown is the annualized seven-day yield as of June 30, 2018.

(4) Amount is less than (0.05)%.

6 See Notes to Financial Statements.
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Eaton Vance

Risk-Managed Diversified Equity Income Fund

June 30, 2018

Portfolio of Investments (Unaudited) � continued

Purchased Put Options � 0.5%

Exchange-Traded Options � 0.5%

Description

Number of

Contracts
Notional
Amount

Exercise
Price

Expiration
Date Value

S&P 500 Index 179 $48,658,823 $ 2,665 7/2/18 $ 19,690
S&P 500 Index 180 48,930,660 2,685 7/3/18 72,000
S&P 500 Index 180 48,930,660 2,675 7/6/18 117,900
S&P 500 Index 179 48,658,823 2,715 7/9/18 332,940
S&P 500 Index 180 48,930,660 2,715 7/11/18 392,400
S&P 500 Index 179 48,658,823 2,700 7/13/18 351,735
S&P 500 Index 180 48,930,660 2,675 7/16/18 267,300
S&P 500 Index 181 49,202,497 2,695 7/18/18 396,390
S&P 500 Index 179 48,658,823 2,675 7/20/18 346,365
S&P 500 Index 182 49,474,334 2,600 7/23/18 171,080
S&P 500 Index 179 48,658,823 2,630 7/25/18 258,655
S&P 500 Index 178 48,386,986 2,640 7/27/18 297,260

Total $ 3,023,715

Written Call Options � (0.1)%

Exchange-Traded Options � (0.1)%

Description

Number
of
Contracts

Notional
Amount

Exercise
Price

Expiration
Date Value

S&P 500 Index 179 $48,658,823 $ 2,785 7/2/18 $ (895) 
S&P 500 Index 180 48,930,660 2,790 7/3/18 (900) 
S&P 500 Index 180 48,930,660 2,795 7/6/18 (3,600) 
S&P 500 Index 179 48,658,823 2,820 7/9/18 (2,237) 
S&P 500 Index 180 48,930,660 2,830 7/11/18 (2,250) 
S&P 500 Index 179 48,658,823 2,805 7/13/18 (16,558) 
S&P 500 Index 180 48,930,660 2,800 7/16/18 (28,350) 
S&P 500 Index 181 49,202,497 2,805 7/18/18 (31,675) 
S&P 500 Index 179 48,658,823 2,795 7/20/18 (68,915) 
S&P 500 Index 182 49,474,334 2,760 7/23/18 (260,260) 
S&P 500 Index 179 48,658,823 2,775 7/25/18 (179,895) 
S&P 500 Index 178 48,386,986 2,775 7/27/18 (202,920) 

Total $ (798,455) 

7 See Notes to Financial Statements.
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Eaton Vance

Risk-Managed Diversified Equity Income Fund

June 30, 2018

Statement of Assets and Liabilities (Unaudited)

Assets June 30, 2018
Unaffiliated investments, at value (identified cost, $493,725,677) $ 609,814,837
Affiliated investment, at value (identified cost, $7,456,219) 7,456,219
Dividends receivable 438,649
Dividends receivable from affiliated investment 6,513
Receivable for premiums on written options 274,758
Tax reclaims receivable 4,525
Total assets $ 617,995,501

Liabilities
Written options outstanding, at value (premiums received, $2,759,653) $ 798,455
Payable for investments purchased 255,682
Payable to affiliates:
Investment adviser fee 513,652
Trustees� fees 6,848
Accrued expenses 193,355
Total liabilities $ 1,767,992
Net Assets $ 616,227,509

Sources of Net Assets
Common shares, $0.01 par value, unlimited number of shares authorized, 63,669,928 shares issued and outstanding $ 636,699
Additional paid-in capital 639,518,406
Accumulated distributions in excess of net investment income (27,195,062) 
Accumulated net realized loss (114,782,543) 
Net unrealized appreciation 118,050,009
Net Assets $ 616,227,509

Net Asset Value
($616,227,509 ÷ 63,669,928 common shares issued and outstanding) $ 9.68

8 See Notes to Financial Statements.
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Eaton Vance

Risk-Managed Diversified Equity Income Fund

June 30, 2018

Statement of Operations (Unaudited)

Investment Income

Six Months Ended

June 30, 2018
Dividends $ 5,224,402
Dividends from affiliated investment 64,028
Total investment income $ 5,288,430

Expenses
Investment adviser fee $ 3,112,707
Trustees� fees and expenses 11,777
Custodian fee 126,009
Transfer and dividend disbursing agent fees 9,369
Legal and accounting services 36,546
Printing and postage 130,108
Miscellaneous 24,571
Total expenses $ 3,451,087

Net investment income $ 1,837,343

Realized and Unrealized Gain (Loss)
Net realized gain (loss) �
Investment transactions $ 5,225,381
Investment transactions � affiliated investment (620) 
Written options (9,042,699) 
Foreign currency transactions 7,162
Net realized loss $ (3,810,776) 
Change in unrealized appreciation (depreciation) �
Investments $ 3,987,310
Investments � affiliated investment 37
Written options 1,297,686
Foreign currency (1,243) 
Net change in unrealized appreciation (depreciation) $ 5,283,790

Net realized and unrealized gain $ 1,473,014

Net increase in net assets from operations $ 3,310,357

9 See Notes to Financial Statements.
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Eaton Vance

Risk-Managed Diversified Equity Income Fund

June 30, 2018

Statements of Changes in Net Assets

Increase (Decrease) in Net Assets

Six Months Ended

June 30, 2018
(Unaudited)

Year Ended

December 31, 2017
From operations �
Net investment income $ 1,837,343 $ 4,953,541
Net realized gain (loss) (3,810,776) 78,214,442
Net change in unrealized appreciation (depreciation) 5,283,790 (16,610,609) 
Net increase in net assets from operations $ 3,310,357 $ 66,557,374
Distributions to shareholders �
From net investment income $ (29,032,405)* $ (60,229,057) 
Total distributions $ (29,032,405) $ (60,229,057) 
Capital share transactions �
Reinvestment of distributions $ 26,553 $ �
Net increase in net assets from capital share transactions $ 26,553 $ �

Net increase (decrease) in net assets $ (25,695,495) $ 6,328,317

Net Assets
At beginning of period $ 641,923,004 $ 635,594,687
At end of period $ 616,227,509 $ 641,923,004

Accumulated distributions in excess of net investment income
included in net assets
At end of period $ (27,195,062) $ �

* A portion of the distributions may be deemed from net realized gain or a tax return of capital at year-end. See Note 2.

10 See Notes to Financial Statements.
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Eaton Vance

Risk-Managed Diversified Equity Income Fund

June 30, 2018

Financial Highlights

Six Months Ended
June 30, 2018
(Unaudited)

Year Ended December 31,

2017 2016 2015 2014 2013
Net asset value � Beginning of period $ 10.080 $ 9.980 $ 11.150 $ 12.060 $ 12.720 $ 11.950

Income (Loss) From Operations
Net investment income(1) $ 0.029 $ 0.078 $ 0.108 $ 0.197 $ 0.065 $ 0.088
Net realized and unrealized gain (loss) 0.027 0.968 (0.162) 0.007 0.335 1.734

Total income (loss) from operations $ 0.056 $ 1.046 $ (0.054) $ 0.204 $ 0.400 $ 1.822

Less Distributions
From net investment income $ (0.456)* $ (0.946) $ (0.093) $ (1.116) $ (1.116) $ (0.098) 
Tax return of capital � � (1.023) � � (1.018) 

Total distributions $ (0.456) $ (0.946) $ (1.116) $ (1.116) $ (1.116) $ (1.116) 

Anti-dilutive effect of share repurchase program
(see Note 5)(1) $ � $ � $ � $ 0.002 $ 0.056 $ 0.064

Net asset value � End of period $ 9.680 $ 10.080 $ 9.980 $ 11.150 $ 12.060 $ 12.720

Market value � End of period $ 9.430 $ 9.630 $ 8.960 $ 10.160 $ 10.660 $ 11.270

Total Investment Return on Net Asset Value(2) 0.85%(3) 11.66% 0.60% 2.76% 4.49% 17.59% 

Total Investment Return on Market Value(2) 2.84%(3) 18.82% (0.88)% 5.93% 4.25% 19.47% 

Ratios/Supplemental Data
Net assets, end of period (000�s omitted) $ 616,228 $ 641,923 $ 635,595 $ 710,166 $ 769,202 $ 851,013
Ratios (as a percentage of average daily net assets):
Expenses(4) 1.11%(5) 1.10% 1.11% 1.10% 1.10% 1.10%  
Net investment income 0.59%(5) 0.78% 1.05% 1.68% 0.52% 0.71%  
Portfolio Turnover 30%(3) 87% 79% 77% 66% 42%  

(1) Computed using average shares outstanding.

(2) Returns are historical and are calculated by determining the percentage change in net asset value or market value with all distributions reinvested. Distributions
are assumed to be reinvested at prices obtained under the Fund�s dividend reinvestment plan.

(3) Not annualized.

(4)
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Excludes the effect of custody fee credits, if any, of less than 0.005%. Effective September 1, 2015, custody fee credits, which were earned on cash deposit
balances, were discontinued by the custodian.

(5) Annualized.

* A portion of the distributions may be deemed from net realized gain or a tax return of capital at year-end. See Note 2.

11 See Notes to Financial Statements.
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Eaton Vance

Risk-Managed Diversified Equity Income Fund

June 30, 2018

Notes to Financial Statements (Unaudited) 

1  Significant Accounting Policies

Eaton Vance Risk-Managed Diversified Equity Income Fund (the Fund) is a Massachusetts business trust registered under the Investment Company Act of 1940,
as amended (the 1940 Act), as a diversified, closed-end management investment company. The Fund�s primary investment objective is to provide current income
and gains, with a secondary objective of capital appreciation.

The following is a summary of significant accounting policies of the Fund. The policies are in conformity with accounting principles generally accepted in the
United States of America (U.S. GAAP). The Fund is an investment company and follows accounting and reporting guidance in the Financial Accounting
Standards Board (FASB) Accounting Standards Codification Topic 946.

A  Investment Valuation � The following methodologies are used to determine the market value or fair value of investments.

Equity Securities. Equity securities listed on a U.S. securities exchange generally are valued at the last sale or closing price on the day of valuation or, if no sales
took place on such date, at the mean between the closing bid and asked prices therefore on the exchange where such securities are principally traded. Equity
securities listed on the NASDAQ Global or Global Select Market generally are valued at the NASDAQ official closing price. Unlisted or listed securities for
which closing sales prices or closing quotations are not available are valued at the mean between the latest available bid and asked prices.

Derivatives. U.S. exchange-traded options are valued at the mean between the bid and asked prices at valuation time as reported by the Options Price Reporting
Authority. Non U.S. exchange-traded options and over-the-counter options are valued by a third party pricing service using techniques that consider factors
including the value of the underlying instrument, the volatility of the underlying instrument and the period of time until option expiration.

Foreign Securities and Currencies. Foreign securities and currencies are valued in U.S. dollars, based on foreign currency exchange rate quotations supplied by
a third party pricing service. The pricing service uses a proprietary model to determine the exchange rate. Inputs to the model include reported trades and implied
bid/ask spreads. The daily valuation of exchange-traded foreign securities generally is determined as of the close of trading on the principal exchange on which
such securities trade. Events occurring after the close of trading on foreign exchanges may result in adjustments to the valuation of foreign securities to more
accurately reflect their fair value as of the close of regular trading on the New York Stock Exchange. When valuing foreign equity securities that meet certain
criteria, the Fund�s Trustees have approved the use of a fair value service that values such securities to reflect market trading that occurs after the close of the
applicable foreign markets of comparable securities or other instruments that have a strong correlation to the fair-valued securities.

Affiliated Fund. The Fund may invest in Eaton Vance Cash Reserves Fund, LLC (Cash Reserves Fund), an affiliated investment company managed by Eaton
Vance Management (EVM). While Cash Reserves Fund is not a registered money market mutual fund, it conducts all of its investment activities in accordance
with the requirements of Rule 2a-7 under the 1940 Act. Investments in Cash Reserves Fund are valued at the closing net asset value per unit on the valuation day.
Cash Reserves Fund generally values its investment securities based on available market quotations provided by a third party pricing service.

Fair Valuation. Investments for which valuations or market quotations are not readily available or are deemed unreliable are valued at fair value using methods
determined in good faith by or at the direction of the Trustees of the Fund in a manner that fairly reflects the security�s value, or the amount that the Fund might
reasonably expect to receive for the security upon its current sale in the ordinary course. Each such determination is based on a consideration of relevant factors,
which are likely to vary from one pricing context to another. These factors may include, but are not limited to, the type of security, the existence of any contractual
restrictions on the security�s disposition, the price and extent of public trading in similar securities of the issuer or of comparable companies or entities, quotations
or relevant information obtained from broker/dealers or other market participants, information obtained from the issuer, analysts, and/or the appropriate stock
exchange (for exchange-traded securities), an analysis of the company�s or entity�s financial condition, and an evaluation of the forces that influence the issuer and
the market(s) in which the security is purchased and sold.

B  Investment Transactions � Investment transactions for financial statement purposes are accounted for on a trade date basis. Realized gains and losses on
investments sold are determined on the basis of identified cost.
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C  Income � Dividend income is recorded on the ex-dividend date for dividends received in cash and/or securities. However, if the ex-dividend date has passed,
certain dividends from foreign securities are recorded as the Fund is informed of the ex-dividend date. Withholding taxes on foreign dividends and capital gains
have been provided for in accordance with the Fund�s understanding of the applicable countries� tax rules and rates.

D  Federal Taxes � The Fund�s policy is to comply with the provisions of the Internal Revenue Code applicable to regulated investment companies and to distribute
to shareholders each year substantially all of its net investment income, and all or substantially all of its net realized capital gains. Accordingly, no provision for
federal income or excise tax is necessary.

As of June 30, 2018, the Fund had no uncertain tax positions that would require financial statement recognition, de-recognition, or disclosure. The Fund files a
U.S. federal income tax return annually after its fiscal year-end, which is subject to examination by the Internal Revenue Service for a period of three years from
the date of filing.

E  Foreign Currency Translation � Investment valuations, other assets, and liabilities initially expressed in foreign currencies are translated each business day into
U.S. dollars based upon current exchange rates. Purchases and sales of foreign investment securities and income and expenses denominated in foreign currencies
are translated into U.S. dollars based upon currency exchange rates in effect on the respective dates of such transactions. Recognized gains or losses on investment
transactions attributable to changes in foreign currency exchange rates are recorded for financial statement purposes as net

12
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Risk-Managed Diversified Equity Income Fund

June 30, 2018

Notes to Financial Statements (Unaudited) � continued

realized gains and losses on investments. That portion of unrealized gains and losses on investments that results from fluctuations in foreign currency exchange
rates is not separately disclosed.

F  Use of Estimates � The preparation of the financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities at the date of the financial statements and the reported amounts of income and expense during the reporting
period. Actual results could differ from those estimates.

G  Indemnifications � Under the Fund�s organizational documents, its officers and Trustees may be indemnified against certain liabilities and expenses arising out of
the performance of their duties to the Fund. Under Massachusetts law, if certain conditions prevail, shareholders of a Massachusetts business trust (such as the
Fund) could be deemed to have personal liability for the obligations of the Fund. However, the Fund�s Declaration of Trust contains an express disclaimer of
liability on the part of Fund shareholders and the By-laws provide that the Fund shall assume the defense on behalf of any Fund shareholders. Moreover, the
By-laws also provide for indemnification out of Fund property of any shareholder held personally liable solely by reason of being or having been a shareholder for
all loss or expense arising from such liability. Additionally, in the normal course of business, the Fund enters into agreements with service providers that may
contain indemnification clauses. The Fund�s maximum exposure under these arrangements is unknown as this would involve future claims that may be made
against the Fund that have not yet occurred.

H  Written Options � Upon the writing of a call or a put option, the premium received by the Fund is included in the Statement of Assets and Liabilities as a
liability. The amount of the liability is subsequently marked-to-market to reflect the current market value of the option written, in accordance with the Fund�s
policies on investment valuations discussed above. Premiums received from writing options which expire are treated as realized gains. Premiums received from
writing options which are exercised or are closed are added to or offset against the proceeds or amount paid on the transaction to determine the realized gain or
loss. When an index option is exercised, the Fund is required to deliver an amount of cash determined by the excess of the exercise price of the option over the
value of the index (in the case of a put) or the excess of the value of the index over the exercise price of the option (in the case of a call) at contract termination. If
a put option on a security is exercised, the premium reduces the cost basis of the securities purchased by the Fund. The Fund, as a writer of an option, may have no
control over whether the underlying securities or other assets may be sold (call) or purchased (put) and, as a result, bears the market risk of an unfavorable change
in the price of the securities or other assets underlying the written option. The Fund may also bear the risk of not being able to enter into a closing transaction if a
liquid secondary market does not exist.

I  Purchased Options � Upon the purchase of a call or put option, the premium paid by the Fund is included in the Statement of Assets and Liabilities as an
investment. The amount of the investment is subsequently marked-to-market to reflect the current market value of the option purchased, in accordance with the
Fund�s policies on investment valuations discussed above. As the purchaser of an index option, the Fund has the right to receive a cash payment equal to any
depreciation in the value of the index below the exercise price of the option (in the case of a put) or equal to any appreciation in the value of the index over the
exercise price of the option (in the case of a call) as of the valuation date of the option. If an option which the Fund had purchased expires on the stipulated
expiration date, the Fund will realize a loss in the amount of the cost of the option. If the Fund enters into a closing sale transaction, the Fund will realize a gain or
loss, depending on whether the sales proceeds from the closing sale transaction are greater or less than the cost of the option. If the Fund exercises a put option on
a security, it will realize a gain or loss from the sale of the underlying security, and the proceeds from such sale will be decreased by the premium originally paid.
If the Fund exercises a call option on a security, the cost of the security which the Fund purchases upon exercise will be increased by the premium originally paid.
The risk associated with purchasing options is limited to the premium originally paid.

J  Interim Financial Statements � The interim financial statements relating to June 30, 2018 and for the six months then ended have not been audited by an
independent registered public accounting firm, but in the opinion of the Fund�s management, reflect all adjustments, consisting only of normal recurring
adjustments, necessary for the fair presentation of the financial statements.

2  Distributions to Shareholders and Income Tax Information

Subject to its Managed Distribution Plan, the Fund makes monthly distributions from its cash available for distribution, which consists of the Fund�s dividends and
interest income after payment of Fund expenses, net option premiums and net realized and unrealized gains on stock investments. The Fund intends to distribute
all or substantially all of its net realized capital gains (reduced by available capital loss carryforwards from prior years). Distributions are recorded on the
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ex-dividend date. Distributions to shareholders are determined in accordance with income tax regulations, which may differ from U.S. GAAP. As required by U.S.
GAAP, only distributions in excess of tax basis earnings and profits are reported in the financial statements as a return of capital. Permanent differences between
book and tax accounting relating to distributions are reclassified to paid-in capital. For tax purposes, distributions from short-term capital gains are considered to
be from ordinary income. Distributions in any year may include a return of capital component. For the six months ended June 30, 2018, the amount of distributions
estimated to be a tax return of capital was approximately $27,655,000. The final determination of tax characteristics of the Fund�s distributions will occur at the end
of the year, at which time it will be reported to the shareholders.

At December 31, 2017, the Fund, for federal income tax purposes, had capital loss carryforwards of $99,116,751 which would reduce its taxable income arising
from future net realized gains on investment transactions, if any, to the extent permitted by the Internal Revenue Code, and thus would reduce the amount of
distributions to shareholders, which would otherwise be necessary to relieve the Fund of any liability for federal income or excise tax. The capital loss
carryforwards will expire on December 31, 2018 and their character is short-term. Under tax regulations, capital losses incurred in taxable years beginning after
December 2010 are considered deferred capital losses and are treated as arising on the first day of the Fund�s next taxable year, retaining
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Notes to Financial Statements (Unaudited) � continued

the same short-term or long-term character as when originally deferred. Deferred capital losses are required to be used prior to capital loss carryforwards, which
carry an expiration date. As a result of this ordering rule, capital loss carryforwards may be more likely to expire unused.

Additionally, at December 31, 2017, the Fund had a net capital loss of $11,343,178 attributable to security transactions incurred after October 31, 2017 that it has
elected to defer. This net capital loss is treated as arising on the first day of the Fund�s taxable year ending December 31, 2018.

The cost and unrealized appreciation (depreciation) of investments, including open derivative contracts, of the Fund at June 30, 2018, as determined on a federal
income tax basis, were as follows:

Aggregate cost $ 499,207,812

Gross unrealized appreciation $ 122,741,101
Gross unrealized depreciation (5,476,312) 

Net unrealized appreciation $ 117,264,789
3   Investment Adviser Fee and Other Transactions with Affiliates

The investment adviser fee is earned by EVM as compensation for management and investment advisory services rendered to the Fund. The fee is computed at an
annual rate of 1.00% of the Fund�s average daily gross assets and is payable monthly. Gross assets as referred to herein represent net assets plus obligations
attributable to investment leverage, if any. For the six months ended June 30, 2018, the Fund�s investment adviser fee amounted to $3,112,707. The Fund invests its
cash in Cash Reserves Fund. EVM does not currently receive a fee for advisory services provided to Cash Reserves Fund. EVM also serves as administrator of the
Fund, but receives no compensation.

During the six months ended June 30, 2018, EVM reimbursed the Fund $2,481 for a net realized loss due to a trading error. The amount of the reimbursement had
an impact on total return of less than 0.01%.

Trustees and officers of the Fund who are members of EVM�s organization receive remuneration for their services to the Fund out of the investment adviser fee.
Trustees of the Fund who are not affiliated with EVM may elect to defer receipt of all or a percentage of their annual fees in accordance with the terms of the
Trustees Deferred Compensation Plan. For the six months ended June 30, 2018, no significant amounts have been deferred. Certain officers and Trustees of the
Fund are officers of EVM.

4  Purchases and Sales of Investments

Purchases and sales of investments, other than short-term obligations, aggregated $187,696,152 and $238,419,165, respectively, for the six months ended June 30,
2018.

5  Common Shares of Beneficial Interest

The Fund may issue common shares pursuant to its dividend reinvestment plan. Common shares issued by the Fund pursuant to its dividend reinvestment plan for
the six months ended June 30, 2018 were 2,849. There were no common shares issued by the Fund for the year ended December 31, 2017.

The Board of Trustees of the Fund approved the continuation of the Fund�s share repurchase program that has been in effect since August 6, 2012. Pursuant to the
terms of the reauthorization of the program, the Fund may repurchase up to 10% of its common shares outstanding as of September 30, 2013 in open market
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transactions at a discount to net asset value (NAV). The terms of the reauthorization increased the number of shares available for repurchase. The repurchase
program does not obligate the Fund to purchase a specific amount of shares. There were no repurchases of common shares by the Fund for the six months ended
June 30, 2018 and the year ended December 31, 2017.

6  Financial Instruments

The Fund may trade in financial instruments with off-balance sheet risk in the normal course of its investing activities. These financial instruments may include
written options and may involve, to a varying degree, elements of risk in excess of the amounts recognized for financial statement purposes. The notional or
contractual amounts of these instruments represent the investment the Fund has in particular classes of financial instruments and do not necessarily represent the
amounts potentially subject to risk. The measurement of the risks associated with these instruments is meaningful only when all related and offsetting transactions
are considered. A summary of obligations under these financial instruments at June 30, 2018 is included in the Portfolio of Investments. At June 30, 2018, the
Fund had sufficient cash and/or securities to cover commitments under these contracts.
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The Fund is subject to equity price risk in the normal course of pursuing its investment objectives. The Fund pursues a �collared� options strategy which consists of
buying S&P 500 index put options below the current value of the index and writing S&P 500 index call options above the current value of the index with the same
expiration. The strategy uses the premium income from the written call options to buy an equal number of put options. In buying put options on an index, the Fund
in effect, acquires protection against decline in the value of the applicable index below the exercise price in exchange for the option premium paid. In writing
index call options, the Fund in effect, sells potential appreciation in the value of the applicable index abyour consent and without notifying you. The indentures do
not limit our ability to incur other indebtedness or to issue other securities, and we are not subject to financial or similar restrictions under the indentures.

This section summarizes the material terms of the debt securities that are common to all series, subject to any
modifications contained in an applicable prospectus supplement. Most of the specific terms of your series will be
described in the applicable prospectus supplements accompanying this prospectus. As you read this section, please
remember that the specific terms of your debt security as described in the applicable prospectus supplements will
supplement and, if applicable, may modify or replace the general terms described in this section. If there are any
differences between the information in the applicable prospectus supplements and this prospectus, the information in
the most recent applicable prospectus supplement will control. Accordingly, the statements we make in this section
may not apply to your debt securities. Because this section is a summary, it does not describe every aspect of the debt
securities. This summary is subject to and qualified in its entirety by reference to all the provisions of the indentures
and the applicable series of debt securities, including definitions of certain terms used in the indentures and the
applicable series of debt securities. In this summary, we describe the meaning of only some of the more important
terms. You must look to the indentures or the applicable series of debt securities for the most complete description of
what we describe in summary form in this prospectus.

We may issue the debt securities as original issue discount securities, which will be offered and sold at a substantial
discount below their stated principal amount. An applicable prospectus supplement relating to the original issue
discount securities will describe U.S. federal income tax consequences and other special considerations applicable to
them. An applicable prospectus supplement relating to specific debt securities will also describe any special
considerations and any material tax considerations applicable to such debt securities.

When we refer to a series of debt securities, we mean a series issued under the indenture pursuant to which the debt
securities will be issued. Each series is a single distinct series under the indenture pursuant to which they will be
issued and we may issue debt securities of each series in such amounts, at such times and on such terms as we wish.
The debt securities of each series will differ from one another, and from any other series, in their terms, but all debt
securities of a series together will constitute a single series for all purposes under the indenture pursuant to which they
will be issued.

We may issue debt securities up to an aggregate principal amount as we may authorize from time to time. The
applicable prospectus supplements will describe the terms of any debt securities being offered, including:

Edgar Filing: Eaton Vance Risk-Managed Diversified Equity Income Fund - Form N-CSRS

28



� the title of the series of debt securities;

� whether it is a series of senior debt securities or a series of subordinated debt securities;

� any limit on the aggregate principal amount of the series of debt securities;

� the person to whom interest on a debt security is payable, if other than the holder on the regular record
date;

� the date or dates on which the series of debt securities will mature;

� the rate or rates (which may be fixed or variable) per annum, at which the series of debt securities will
bear interest, if any, and the date or dates from which that interest, if any, will accrue;

� the dates on which such interest, if any, will be payable and the regular record dates for such interest
payment dates;

� the place or places where the principal of, premium, if any, and interest on the debt securities is
payable;

� any mandatory or optional sinking funds or similar provisions or provisions for redemption at our
option or the option of the holder;

� if applicable, the date after which, the price at which, the periods within which and the terms and
conditions upon which the debt securities may, pursuant to any optional or mandatory redemption
provisions, be redeemed and other detailed terms and provisions of those optional or mandatory
redemption provisions, if any;

17
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� if applicable, the terms and conditions upon which the debt securities may be repayable prior to final
maturity at the option of the holder thereof (which option may be conditional);

� the portion of the principal amount of the debt securities, if other than the entire principal amount
thereof, payable upon acceleration of maturity thereof;

� if the debt securities may be converted into or exercised or exchanged for other of our securities, the
terms on which conversion, exercise or exchange may occur, including whether conversion, exercise
or exchange is mandatory, at the option of the holder or at our option, the period during which
conversion, exercise or exchange may occur, the initial conversion, exercise or exchange price or rate
and the circumstances or manner in which the amount of our securities issuable upon conversion,
exercise or exchange may be adjusted;

� if other than denominations of U.S.$2,000 and integral multiples of U.S.$1,000 in excess thereof, the
denominations in which the series of debt securities will be issuable;

� the currency of payment of principal, premium, if any, and interest on the series of debt securities;

� if the currency of payment for principal, premium, if any, and interest on the series of debt securities is
subject to our election or that of a holder, the currency or currencies in which payment can be made
and the period within which, and the terms and conditions upon which, the election can be made;

� the applicability of the provisions described under ��Defeasance� below;

� any event of default under the series of debt securities if different from those described under ��Events of
Default� below;

� if the series of debt securities will be issuable only in the form of a global debt security, the depositary
or its nominee with respect to the series of debt securities and the circumstances under which the
global debt security may be registered for transfer or exchange in the name of a person other than the
depositary or the nominee; and

� any other special feature of the series of debt securities.
Market-Making Transactions

One or more of our subsidiaries may purchase and resell debt securities in market-making transactions after their
initial issuance. We may also, subject to applicable law and any required regulatory approval, purchase debt securities
in the open market or in private transactions to be held by us or cancelled.
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Covenants

Except as described in this sub-section or as otherwise provided in an applicable prospectus supplement with respect
to any series of debt securities, we are not restricted by the indentures from incurring, assuming or becoming liable for
any type of debt or other obligations, from paying dividends or making distributions on our capital stock or purchasing
or redeeming our capital stock. The indentures do not require the maintenance of any financial ratios or specified
levels of net worth or liquidity, nor do they contain any covenants or other provisions that would limit our or our
subsidiaries� right to incur additional indebtedness, enter into any sale and leaseback transaction or grant liens on our
or our subsidiaries� assets. The indentures do not contain any provisions that would require us to repurchase or redeem
or otherwise modify the terms of any of the debt securities upon a change in control or other events that may adversely
affect the creditworthiness of the debt securities, for example, a highly leveraged transaction, except as otherwise
specified in this prospectus or any applicable prospectus supplement.

Mergers and Similar Events

Each of the indentures provide that we are permitted to merge, amalgamate, consolidate or otherwise combine with
another entity, or to sell or lease substantially all of our assets to another entity, as long as the following conditions are
met:

� When we merge, amalgamate, consolidate or otherwise are combined with another entity, or sell or
lease substantially all of our assets, the surviving, resulting or acquiring entity is a duly organized
entity and is legally responsible for and assumes, either by agreement, operation of law or otherwise,
our obligations under such indenture and the debt securities issued thereunder.

� The merger, amalgamation, consolidation, other combination, or sale or lease of assets, must not result
in an event of default under such indenture. A default for this purpose would include any event that
would be an event of default if the requirements for giving us default notice or our default having to
exist for a specified period of time were disregarded.

If the conditions described above are satisfied, we will not need to obtain the consent of the holders of the debt
securities in order to merge, amalgamate, consolidate or otherwise combine with another entity or to sell or lease
substantially all of our assets.

We will not need to satisfy the conditions described above if we enter into other types of transactions, including:

� any transaction in which we acquire the stock or assets of another entity but in which we do not merge,
amalgamate, consolidate or otherwise combine;

� any transaction that involves a change of control but in which we do not merge, amalgamate,
consolidate or otherwise combine; and
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� any transaction in which we sell less than substantially all of our assets.
It is possible that this type of transaction may result in a reduction in our credit rating, may reduce our operating
results or may impair our financial condition. Holders of debt securities, however, will have no approval right with
respect to any transaction of this type.

Modification and Waiver of the Debt Securities

There are four types of changes we can make to the indenture and the debt securities issued under that indenture.

Changes Requiring Consent of All Holders. First, there are changes that cannot be made to the indenture or the debt
securities without the consent of each holder of a series of debt securities affected in any material respect by the
change under a particular indenture. Following is a list of those types of changes:

� change the stated maturity of the principal or reduce the interest on a debt security;

� reduce any amounts due on a debt security;

� reduce the amount of principal payable upon acceleration of the maturity of a debt security (including
the amount payable on an original issue discount security) following a default;

� change the currency of payment on a debt security;

� change the place of payment for a debt security;

� impair a holder�s right to sue for payment;

� impair a holder�s right to require repurchase on the original terms of those debt securities that provide a
right of repurchase;

� reduce the percentage of holders of debt securities whose consent is needed to modify or amend the
indenture;

� reduce the percentage of holders of debt securities whose consent is needed to waive compliance with
certain provisions of the indenture or to waive certain defaults; or

� modify any other aspect of the provisions dealing with modification and waiver of the indenture.
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Changes Requiring a Majority Consent. The second type of change to the indenture and the debt securities is the kind
that requires the consent of holders of debt securities owning not less than a majority of the principal amount of the
particular series affected. Most changes fall into this category, except for clarifying changes and certain other changes
that would not adversely affect in any material respect holders of the debt securities. We may also obtain a waiver of a
past default from the holders of debt securities owning a majority of the principal amount of the particular series
affected. However, we cannot obtain a waiver of a payment default or any other aspect of the indenture or the debt
securities listed in the first category described above under ��Changes Requiring Consent of All Holders� unless we
obtain the individual consent of each holder to the waiver.

Changes Not Requiring Consent. The third type of change to the indenture and the debt securities does not require the
consent by holders of debt securities. This type is limited to the issuance of new series of debt securities under the
indenture, clarifications and certain other changes that would not adversely affect in any material respect the interests
of the holders of the debt securities of any series.

We may also make changes or obtain waivers that do not adversely affect in any material respect a particular debt
security, even if they affect other debt securities. In those cases, we do not need to obtain the consent of the holder of
the unaffected debt security; we need only obtain any required approvals from the holders of the affected debt
securities.

Modification of Subordination Provisions. The fourth type of change to the indenture and the debt securities is the
kind that requires the consent of the holders of a majority of the principal amount of all affected series of subordinated
debt securities, voting together as one class. We may not modify the subordination provisions of the subordinated debt
indenture in a manner that would adversely affect in any material respect the outstanding subordinated debt securities
of any one or more series without the consent of the holders of a majority of the principal amount of all affected series
of subordinated debt securities, voting together as one class.

Further Details Concerning Voting. When seeking consent, we will use the following rules to decide how much
principal amount to attribute to a debt security:

� For original issue discount securities, we will use the principal amount that would be due and payable
on the voting date if the maturity of the debt securities were accelerated to that date because of a
default.

� For debt securities whose principal amount is not known, we will use a special rule for that debt
security described in the applicable prospectus supplement.

� For debt securities denominated in one or more non-U.S. currencies or currency units, we will use the
U.S. dollar equivalent.

Debt securities will not be considered outstanding, and therefore not eligible to vote or take other action under the
applicable indenture, if we have given a notice of redemption and deposited or set aside in trust for the holders money
for the payment or redemption of those debt securities. Debt securities will also not be considered outstanding, and
therefore not eligible to vote or take other action under the applicable indenture, if they have been fully defeased as
described below under ��Defeasance�Full Defeasance� or if we or one of our affiliates is the beneficial owner of the debt
securities.
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We will generally be entitled to set any day as a record date for the purpose of determining the holders of outstanding
debt securities that are entitled to vote or take other action under the applicable indenture. In certain limited
circumstances, the trustees will be entitled to set a record date for action by holders. If the trustees or we set a record
date for a vote or other action to be taken by holders of a particular series, that vote or action may be taken only by
persons who are holders of outstanding debt securities of that series on the record date. We or the trustees, as
applicable, may shorten or lengthen this period from time to time. This period, however, may not extend beyond the
180th day after the record date for the action.

Book-entry and other indirect holders should consult their banks, brokers or other financial institutions for information
on how approval may be granted or denied if we seek to change the indenture or the debt securities or request a
waiver.

Special Provisions Related to the Subordinated Debt Securities

The subordinated debt securities issued under the subordinated debt indenture will be our direct unsecured obligations
constituting subordinated indebtedness for the purpose of the Bank Act and will therefore rank subordinate to our
deposits. Holders of subordinated debt securities should recognize that contractual provisions in the subordinated debt
indenture may prohibit us from making payments on these debt securities.

If we become insolvent or are wound-up, the subordinated debt securities issued and outstanding under the
subordinated debt indenture will rank equally with, but not prior to, all other subordinated indebtedness and
subordinate in right of payment to the prior payment in full of all other indebtedness of the Bank then outstanding,
other than liabilities which, by their terms, rank in right of payment equally with or subordinate to the subordinated
indebtedness, and in accordance with the terms of such liabilities or such other indebtedness under certain
circumstances.

For these purposes, �indebtedness� at any time means:

1. the deposit liabilities of the Bank at such time; and

2. all other liabilities and obligations of the Bank which in accordance with the accounting rules
established for Canadian chartered banks issued under the authority of the Superintendent of Financial
Institutions (Canada) or with generally accepted accounting principles (the primary source of which is
the Handbook of the Canadian Institute of Chartered Accountants � Part V pre-changeover accounting
standards; IFRS replaced current Canadian GAAP for the Bank commencing November 1, 2011 which
is Part I of the Handbook of the Canadian Institute of Chartered Accountants), as the case may be,
would be included in determining the total liabilities of the Bank, other than liabilities for paid-up
capital, contributed surplus, retained earnings and general reserves of the Bank.

�Subordinated indebtedness� at any time means:

1. the liability of the Bank in respect of the principal of and premium, if any, and interest on its
outstanding subordinated indebtedness outlined above;
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2. any indebtedness which ranks equally with and not prior to the outstanding subordinated indebtedness,
in right of payment in the event of the insolvency or winding up of the Bank and which, pursuant to the
terms of the instrument evidencing or creating the same, is expressed to be subordinate in right of
payment to all indebtedness to which the outstanding subordinated indebtedness is subordinate in right
of payment to at least the same extent as the outstanding subordinated indebtedness is subordinated
thereto pursuant to the terms of the instrument evidencing or creating the same;

3. any indebtedness which ranks subordinate to and not equally with or prior to the outstanding
subordinated indebtedness, in right of payment in the event of the insolvency or winding-up of the
Bank and which, pursuant to the terms of the instrument evidencing or creating the same, is expressed
to be subordinate in right of payment to all indebtedness to which the outstanding subordinated
indebtedness is subordinate in right of payment to at least the same extent as the outstanding
subordinated indebtedness is subordinate pursuant to the terms of the instrument evidencing or creating
the same; and

4. the subordinated debt securities, which will rank equally to the Bank�s outstanding subordinated
indebtedness.

The subordination provisions of the subordinated debt indenture are governed by the laws of the Province of Ontario
and the federal laws of Canada applicable therein.

Conversion or Exchange of Debt Securities

                If and to the extent mentioned in the applicable prospectus supplements, any debt securities may be
optionally or mandatorily convertible or exchangeable for other securities of the Bank, into the cash value therefor or
into any combination of the above. The specific terms on which any debt securities may be so converted or exchanged
will be described in the applicable prospectus supplements. These terms may include provisions for conversion or
exchange, either mandatory, at the holder�s option or at our option, in which case the amount or number of securities
the holders of the debt securities would receive would be calculated at the time and manner described in the applicable
prospectus supplements.

Defeasance

The following discussion of full defeasance and covenant defeasance will be applicable to each series of debt
securities that is denominated in U.S. dollars and has a fixed rate of interest and will apply to other series of debt
securities if we so specify in the applicable prospectus supplements.
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Full Defeasance. If there is a change in U.S. federal income tax law, as described below, we can legally release
ourselves from any payment or other obligations on the debt securities of a series, called full defeasance, if we put in
place the following other arrangements for holders to be repaid:

� We must deposit in trust for the benefit of all holders of the debt securities of that series a combination
of money and notes or bonds of (i) the U.S. government or (ii) a U.S. government agency or U.S.
government-sponsored entity, the obligations of which, in each case, are backed by the full faith and
credit of the U.S. government, that will generate enough cash to make interest, principal and any other
payments on the debt securities of that series on their various due dates.

� There must be a change in current U.S. federal income tax law or a ruling by the United States Internal
Revenue Service that lets us make the above deposit without causing the holders to be taxed on the
debt securities of that series any differently than if we did not make the deposit and just repaid the debt
securities of that series ourselves. (Under current U.S. federal income tax law, the deposit and our legal
release from the obligations pursuant to the debt securities would be treated as though we took back
your debt securities and gave you your share of the cash and notes or bonds deposited in trust. In that
event, you could recognize gain or loss on the debt securities you give back to us.)

� We must deliver to the trustees a legal opinion of our counsel confirming the tax-law change described
above and that the holders of the debt securities of that series will not recognize income, gain or loss
for U.S. federal income tax purposes as a result of such deposit, defeasance and discharge and will be
subject to U.S. federal income tax on the same amounts and in the same manner and at the same times
as would be the case if such deposit, defeasance and discharge had not occurred.

In the case of the subordinated debt securities, the following requirement must also be met:

� No event or condition may exist that, under the provisions described under ��Special Provisions Related
to the subordinated debt securities� above, would prevent us from making payments of principal,
premium or interest on those subordinated debt securities on the date of the deposit referred to above
or during the 90 days after that date.

If we ever did accomplish full defeasance, as described above, you would have to rely solely on the trust deposit for
repayment on the debt securities. You could not look to us for repayment in the event of any shortfall.

Covenant Defeasance. Even without a change in current U.S. federal income tax law, we can make the same type of
deposit as described above, and we will be released from the restrictive covenants under the debt securities of a series
that may be described in the applicable prospectus supplements. This is called covenant defeasance. In that event, you
would lose the protection of these covenants but would gain the protection of having money and U.S. government,
U.S. government agency or U.S. government-sponsored entity notes or bonds set aside in trust to repay the debt
securities. In order to achieve covenant defeasance, we must do the following:

�
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Deposit in trust for the benefit of all holders of the debt securities of that series a combination of
money and notes or bonds of (i) the U.S. government or (ii) a U.S. government agency or U.S.
government-sponsored entity, the obligations of which, in each case, are backed by the full faith and
credit of the U.S. government, that will generate enough cash to make interest, principal and any other
payments on the debt securities of that series on their various due dates.

� Deliver to the trustees a legal opinion of our counsel confirming that the holders of the debt securities
of that series will not recognize income, gain or loss for U.S. federal income tax purposes as a result of
such deposit and covenant defeasance and will be subject to U.S. federal income tax on the same
amounts and in the same manner and at the same times as would be the case if such deposit and
covenant defeasance had not occurred.

If we accomplish covenant defeasance, certain provisions of the indentures and the debt securities would no longer
apply:

� Covenants applicable to the series of debt securities and described in the applicable prospectus
supplements.

� Any events of default relating to breach of those covenants.
If we accomplish covenant defeasance, you can still look to us for repayment of the debt securities if there were a
shortfall in the trust deposit. In fact, if one of the remaining events of default occurs (such as a bankruptcy) and the
debt securities become immediately due and payable, there may be such a shortfall.

Events of Default

You will have special rights if an �event of default� occurs and is not cured, as described later in this subsection.

What is an Event of Default?

Under the senior debt indenture, the term �event of default� means in respect of any series of debt securities any of the
following:

� We do not pay the principal of or any premium on a debt security of that series within five days of its
due date.

� We do not pay interest on a debt security of that series for more than 30 days after its due date.

� We file for bankruptcy or certain other events of bankruptcy, insolvency or reorganization occur.

� Any other event of default described in an applicable prospectus supplement occurs.
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Under the subordinated debt indenture, the term �event of default� in respect of any series of debt securities means any
of the following:

� We file for bankruptcy or certain other events of bankruptcy, insolvency or reorganization occur.

� Any other event of default described in an applicable prospectus supplement occurs.
Remedies If an Event of Default Occurs. If an event of default occurs, the trustees will have special duties. In that
situation, the trustees will be obligated to use those of their rights and powers under the applicable indenture, and to
use the same degree of care and skill in doing so, that a prudent person would use in that situation in conducting his or
her own affairs. If an event of default has occurred and has not been cured, the trustees or the holders of at least 25%
in principal amount of the debt securities of the affected series may declare the entire principal amount of (or, in the
case of original issue discount securities, the portion of the principal amount that is specified in the terms of the
affected debt security) and interest on all of the debt securities of that series to be due and immediately payable. This
is called a declaration of acceleration of maturity. The declaration of acceleration of maturity is not, however, an
automatic right upon the occurrence of an event of default, and for such acceleration to be effective, the trustees must
take the aforementioned action or the holders must direct the trustees to act as described in this section below.
Furthermore, a declaration of acceleration of maturity may be cancelled, but only before a judgment or decree based
on the acceleration has been obtained, by the holders of at least a majority in principal amount of the debt securities of
the affected series. If you are the holder of a subordinated debt security, the principal amount of the subordinated debt
security will not be paid and may not be required to be paid at any time prior to the relevant maturity date, except in
the event of our insolvency or winding-up. If any provisions of applicable Canadian banking law prohibit the payment
of any amounts due under the debt securities before a specified time, then the Bank�s ability to make such payment
could be adversely affected.

You should read carefully the applicable prospectus supplements relating to any series of debt securities which are
original issue discount securities for the particular provisions relating to acceleration of the maturity of a portion of the
principal amount of original issue discount securities upon the occurrence of an event of default and its continuation.

Except in cases of default in which the trustees have the special duties described above, the trustees are not required to
take any action under the indenture at the request of any holders unless the holders offer the trustees reasonable
protection from expenses and liability called an indemnity reasonably satisfactory to the trustees. If such an indemnity
is provided, the holders of a majority in principal amount of the outstanding debt securities of the relevant series may
direct the time, method and place of conducting any lawsuit or other formal legal action seeking any remedy available
to the trustees. These majority holders may also direct the trustees in performing any other action under the applicable
indenture with respect to the debt securities of that series.

Before you bypass the trustees and bring your own lawsuit or other formal legal action or take other steps to enforce
your rights or protect your interests relating to the debt securities the following must occur:

� the holder of the debt security must give the trustees written notice that an event of default has
occurred and remains uncured;
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� the holders of not less than 25% in principal amount of all outstanding debt securities of the relevant
series must make a written request that the trustees take action because of such event of default;

� such holder or holders must offer reasonable indemnity to the trustees against the cost and other
liabilities of taking that action;

� the trustees must have not taken action for 90 days after receipt of the above notice and offer of
indemnity; and

� the trustees have not received any direction from a majority in principal amount of all outstanding debt
securities that is inconsistent with such written request during such 90-day period.

However, you are entitled at any time to bring a lawsuit for the payment of money due on your debt security on or
after its due date.

BOOK-ENTRY AND OTHER INDIRECT HOLDERS SHOULD CONSULT THEIR BANKS, BROKERS OR
OTHER FINANCIAL INSTITUTIONS OR INFORMATION ON HOW TO GIVE NOTICE OR DIRECTION
TO OR MAKE A REQUEST OF THE TRUSTEES AND TO MAKE OR CANCEL A DECLARATION OF
ACCELERATION

We will give to the trustees every year a written statement of certain of our officers certifying that to their knowledge
we are in compliance with the applicable indenture and the debt securities issued under it, or else specifying any
default.

Form, Exchange and Transfer

Unless we specify otherwise in an applicable prospectus supplement, the debt securities will be issued:

� only in fully-registered form;

� without interest coupons; and

� in denominations of U.S.$2,000 and integral multiples of U.S.$1,000 in excess thereof.
If a debt security is issued as a registered global debt security, only the depositary�such as DTC, Euroclear and
Clearstream, each as defined below under �Legal Ownership and Book-Entry Issuance��will be entitled to transfer and
exchange the debt security as described in this subsection because the depositary will be the sole registered holder of
the debt security and is referred to
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below as the �holder�. Those who own beneficial interests in a global debt security do so through participants in the
depositary�s securities clearance system, and the rights of these indirect owners will be governed by the applicable
procedures of the depositary and its participants. We describe book-entry procedures below under �Legal Ownership
and Book-Entry Issuance�.

Holders of debt securities issued in fully-registered form may have their debt securities broken into more debt
securities of smaller authorized denominations or combined into fewer debt securities of larger authorized
denominations, as long as the total principal amount is not changed. This is called an exchange.

Holders may exchange or register the transfer of debt securities at the office of the applicable trustee. Debt securities
may be transferred by endorsement. Holders may also replace lost, stolen or mutilated debt securities at that office.
The trustees act as our agents for registering debt securities in the names of holders and registering the transfer of debt
securities. We may change this appointment to another entity or perform it ourselves. The entity performing the role
of maintaining the list of registered holders is called the security registrar. It will also record transfers. The applicable
trustee may require an indemnity before replacing any debt securities.

Holders will not be required to pay a service charge to register the transfer or exchange of debt securities, but holders
may be required to pay for any tax or other governmental charge associated with the exchange or transfer. The
registration of a transfer or exchange will only be made if the security registrar is satisfied with your proof of
ownership.

If we designate additional agents, they will be named in the applicable prospectus supplements. We may cancel the
designation of any particular agent. We may also approve a change in the office through which any agent acts.

If the debt securities are redeemable and we redeem less than all of the debt securities of a particular series, we may
block the registration of transfer or exchange of debt securities during the period beginning 15 days before the day we
mail the notice of redemption and ending on the day of that mailing, in order to freeze the list of holders entitled to
receive the mailing. We may also refuse to register transfers or exchanges of debt securities selected for redemption,
except that we will continue to permit registration of transfers and exchanges of the unredeemed portion of any debt
security being partially redeemed.

The Trustees

Computershare Trust Company, N.A. and Computershare Trust Company of Canada serve as the trustees for our
senior debt securities.

Computershare Trust Company, N.A. and Computershare Trust Company of Canada also serve as the trustees for the
subordinated debt securities.

The trustees make no representation or warranty, whether express or implied, with respect to the Bank or the debt
securities and other matters described in this prospectus. The trustees have not prepared or reviewed any of the
information included in this prospectus, except the trustees have consented to the use of their names. Such approval
does not constitute a representation or approval by the trustees of the accuracy or sufficiency of any information
contained in this prospectus.

Payment and Paying Agents
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We will pay interest to the person listed in the trustees� records at the close of business on a particular day in advance
of each due date for interest, even if that person no longer owns the debt security on the interest due date. That
particular day, usually about two weeks in advance of the interest due date, is called the regular record date and will
be stated in an applicable prospectus supplement. Holders buying and selling debt securities must work out between
them how to compensate for the fact that we will pay all the interest for an interest period to the one who is the
registered holder on the regular record date. The most common manner is to adjust the sale price of the debt securities
to prorate interest fairly between buyer and seller. This prorated interest amount is called accrued interest.

We will pay interest, principal and any other money due on the debt securities at the corporate trust office of
Computershare Trust Company, N.A. or such other office as may be agreed upon. Holders must make arrangements to
have their payments picked up at or wired from that office or such other office as may be agreed upon. We may also
choose to pay interest by mailing checks.

BOOK-ENTRY AND OTHER INDIRECT HOLDERS SHOULD CONSULT THEIR BANKS, BROKERS OR
OTHER FINANCIAL INSTITUTIONS FOR INFORMATION ON HOW THEY WILL RECEIVE
PAYMENTS

                We may also arrange for additional payment offices and may cancel or change these offices, including our
use of the trustees� corporate trust offices. These offices are called paying agents. We may also choose to act as our
own paying agent or choose one of our subsidiaries to do so. We must notify holders of changes in the paying agents
for any particular series of debt securities.

Notices

We and the trustees will send notices regarding the debt securities only to registered holders, using their addresses as
listed in the trustees� records. With respect to who is a registered �holder� for this purpose, see �Legal Ownership and
Book-Entry Issuance�.

Regardless of who acts as paying agent, all money paid by us to a paying agent that remains unclaimed at the end of
two years after the amount is due to holders will be repaid to us. After that two-year period, holders may look to us for
payment and not to the trustees or any other paying agent.
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LEGAL OWNERSHIP AND BOOK-ENTRY ISSUANCE

In this section, we describe special considerations that will apply to registered debt securities issued in global i.e.,
book-entry, form. First we describe the difference between registered ownership and indirect ownership of registered
debt securities. Then we describe special provisions that apply to global debt securities.

Who is the Legal Owner of a Registered Security?

Each debt security will be represented either by a certificate issued in definitive form to a particular investor or by one
or more global debt securities representing debt securities. We refer to those who have debt securities registered in
their own names, on the books that we or the trustees maintain for this purpose, as the �registered holders� of those debt
securities. Subject to limited exceptions, we and the trustees are entitled to treat the registered holder of a debt security
as the person exclusively entitled to vote, to receive notices, to receive any interest or other payment in respect of the
debt security and to exercise all the rights and power as an owner of the debt security. We refer to those who own
beneficial interests in debt securities that are not registered in their own names as indirect owners of those debt
securities. As we discuss below, indirect owners are not registered holders, and investors in debt securities issued in
book-entry form or in street name will be indirect owners.

Book-Entry Owners. Unless otherwise noted in an applicable prospectus supplement, we will issue each debt security
in book-entry form only. This means debt securities will be represented by one or more global debt securities
registered in the name of a financial institution that holds them as depositary on behalf of other financial institutions
that participate in the depositary�s book-entry system. These participating institutions, in turn, hold beneficial interests
in the debt securities on behalf of themselves or their customers.

Under each indenture (and the Bank Act in the case of subordinated indebtedness), subject to limited exceptions and
applicable law, only the person in whose name a debt security is registered is recognized as the holder of that debt
security. Consequently, for debt securities issued in global form, we will recognize only the depositary as the holder of
the debt securities and we will make all payments on the debt securities, including deliveries of any property other
than cash, to the depositary. The depositary passes along the payments it receives to its participants, which in turn pass
the payments along to their customers who are the beneficial owners. The depositary and its participants do so under
agreements they have made with one another or with their customers; they are not obligated to do so under the terms
of the debt securities.

As a result, investors will not own debt securities directly. Instead, they will own beneficial interests in a global debt
security, through a bank, broker or other financial institution that participates in the depositary�s book-entry system or
holds an interest through a participant. As long as the debt securities are issued in global form, investors will be
indirect owners, and not registered holders, of the debt securities.

Street Name Owners. We may issue debt securities initially in non-global form or we may terminate an existing global
debt security, as described below under ��Holder�s Option to Obtain a Non-Global Security; Special Situations When a
Global Security Will Be Terminated�. In these cases, investors may choose to hold their debt securities in their own
names or in street name. Debt securities held by an investor in street name would be registered in the name of a bank,
broker or other financial institution that the investor chooses, and the investor would hold only a beneficial interest in
those debt securities through an account he or she maintains at that institution.

For debt securities held in street name, we will, subject to limited exceptions and applicable law, recognize only the
intermediary banks, brokers and other financial institutions in whose names the debt securities are registered as the
holders of those debt securities, and we will make all payments on those debt securities, including deliveries of any
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property other than cash, to them. These institutions pass along the payments they receive to their customers who are
the beneficial owners, but only because they agree to do so in their customer agreements or because they are legally
required to do so. Investors who hold debt securities in street name will be indirect owners, not registered holders, of
those debt securities.

Registered Holders. Subject to limited exceptions, our obligations, as well as the obligations of the trustees under any
indenture and the obligations, if any, of any other third parties employed by us, run only to the registered holders of
the debt securities. We do not have obligations to investors who hold beneficial interests in global debt securities, in
street name or by any other indirect means. This will be the case whether an investor chooses to be an indirect owner
of a debt security or has no choice because we are issuing the debt securities only in global form.

                For example, once we make a payment or give a notice to the registered holder, we have no further
responsibility for that payment or notice even if that holder is required, under agreements with depositary participants
or customers or by law, to pass it along to the indirect owners but does not do so. Similarly, if we want to obtain the
approval of the holders for any purpose�for example, to amend the indenture for a series of debt securities or to relieve
us of the consequences of a default or of our obligation to comply with a particular provision of an indenture�we would
seek the approval only from the registered holders, and not the indirect owners, of the relevant debt securities.
Whether and how the registered holders contact the indirect owners is up to the registered holders.

When we refer to �you� in this prospectus, we mean all purchasers of the debt securities being offered by this prospectus
and the applicable prospectus supplements, whether they are the registered holders or only indirect owners of those
debt securities. When we refer to �your debt securities� in this prospectus, we mean the debt securities in which you will
hold a direct or indirect interest.

Special Considerations for Indirect Owners. If you hold debt securities through a bank, broker or other financial
institution, either in book-entry form or in street name, you should check with your own institution to find out:

� how it handles securities payments and notices;
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� whether it imposes fees or charges;

� how it would handle a request for the holders� consent, if ever required;

� how it would exercise rights under the debt securities if there were a default or other event triggering
the need for holders to act to protect their interests; and

� if the debt securities are in book-entry form, how the depositary�s rules and procedures will affect these
matters.

What is a Global Security?

Unless otherwise noted in the applicable prospectus supplement, we will issue each debt security in book-entry form
only. Each debt security issued in book-entry form will be represented by a global debt security that we deposit with
and register in the name of one or more financial institutions or clearing systems, or their nominees, which we select.
A financial institution or clearing system that we select for any debt security for this purpose is called the �depositary�
for that debt security. A debt security will usually have only one depositary but it may have more. Each series of debt
securities will have one or more of the following as the depositaries:

� The Depository Trust Company, New York, New York, which is known as �DTC� ;

� Euroclear Bank S.A./N.V., as operator of the Euroclear System, which is known as �Euroclear�;

� Clearstream Banking, société anonyme, which is known as �Clearstream�; or

� any other clearing system or financial institution named in the applicable prospectus supplements.
The depositaries named above may also be participants in one another�s systems. Thus, for example, if DTC is the
depositary for a global debt security, investors may hold beneficial interests in that debt security through Euroclear or
Clearstream, as DTC participants. The depositary or depositaries for your debt securities will be named in the
applicable prospectus supplements; if none is named, the depositary will be DTC.

A global debt security may represent one or any other number of individual debt securities. Generally, all debt
securities represented by the same global debt security will have the same terms. We may, however, issue a global
debt security that represents multiple debt securities of the same kind, such as debt securities that have different terms
and are issued at different times. We call this kind of global debt security a master global debt security. The applicable
prospectus supplements will not indicate whether your debt securities are represented by a master global debt security.

A global debt security may not be transferred to or registered in the name of anyone other than the depositary or its
nominee, unless special termination situations arise. We describe those situations below under ��Holder�s Option to
Obtain a Non-Global Security; Special Situations When a Global Security Will Be Terminated�. As a result of these
arrangements, the depositary, or its nominee, will be the sole registered owner and holder of all debt securities
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represented by a global debt security, and investors will be permitted to own only indirect interests in a global debt
security. Indirect interests must be held by means of an account with a broker, bank or other financial institution that
in turn has an account with the depositary or with another institution that does. Thus, an investor whose debt security
is represented by a global debt security will not be a holder of the debt security, but only an indirect owner of an
interest in the global debt security.

If an applicable prospectus supplement for a particular debt security indicates that the debt security will be issued in
global form only, then the debt security will be represented by a global debt security at all times unless and until the
global debt security is terminated. We describe the situations in which this can occur below under ��Holder�s Option to
Obtain a Non-Global Security; Special Situations When a Global Security Will Be Terminated�. If termination occurs,
we may issue the debt securities through another book-entry clearing system or decide that the debt securities may no
longer be held through any book-entry clearing system.

Special Considerations for Global Securities. As an indirect owner, an investor�s rights relating to a global debt
security will be governed by the account rules of the depositary and those of the investor�s bank, broker, financial
institution or other intermediary through which it holds its interest (such as Euroclear or Clearstream, if DTC is the
depositary), as well as general laws relating to securities transfers. We do not recognize this type of investor or any
intermediary as a holder of debt securities and instead deal only with the depositary that holds the global debt security.

If debt securities are issued only in the form of a global debt security, an investor should be aware of the following:

� an investor cannot cause the debt securities to be registered in his or her own name, and cannot obtain
non-global certificates for his or her interest in the debt securities, except in the special situations we
describe below;

� an investor will be an indirect holder and must look to his or her own bank, broker or other financial
institution for payments on the debt securities and protection of his or her legal rights relating to the
debt securities, as we describe above under ��Who is the Legal Owner of a Registered Security?�;

� an investor may not be able to sell interests in the debt securities to some insurance companies and
other institutions that are required by law to own their debt securities in non-book-entry form;

� an investor may not be able to pledge his or her interest in a global debt security in circumstances in
which certificates representing the debt securities must be delivered to the lender or other beneficiary
of the pledge in order for the pledge to be effective;
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� the depositary�s policies will govern payments, deliveries, transfers, exchanges, notices and other
matters relating to an investor�s interest in a global debt security, and those policies may change from
time to time. We and the trustees will have no responsibility for any aspect of the depositary�s policies,
actions or records of ownership interests in a global debt security. We and the trustees also do not
supervise the depositary in any way;

� the depositary may require that those who purchase and sell interests in a global debt security within its
book-entry system use immediately available funds and your bank, broker or other financial institution
may require you to do so as well; and

� financial institutions that participate in the depositary�s book-entry system and through which an
investor holds its interest in the global debt securities, directly or indirectly, may also have their own
policies affecting payments, deliveries, transfers, exchanges, notices and other matters relating to the
debt securities, and those policies may change from time to time. For example, if you hold an interest
in a global debt security through Euroclear or Clearstream, when DTC is the depositary, Euroclear or
Clearstream, as applicable, may require those who purchase and sell interests in that debt security
through them to use immediately available funds and comply with other policies and procedures,
including deadlines for giving instructions as to transactions that are to be effected on a particular day.
There may be more than one financial intermediary in the chain of ownership for an investor. We and
the trustees do not monitor and are not responsible for the policies or actions or records of ownership
interests of any of those intermediaries.

Holder�s Option to Obtain a Non- Global Security; Special Situations When a Global Security Will Be Terminated. If
we issue any series of debt securities in book-entry form but we choose to give the beneficial owners of that series the
right to obtain non-global debt securities, any beneficial owner entitled to obtain non-global debt securities may do so
by following the applicable procedures of the depositary, any transfer agent or registrar for that series and that owner�s
bank, broker or other financial institution through which that owner holds its beneficial interest in the debt securities.
If you are entitled to request a non-global certificate and wish to do so, you will need to allow sufficient lead time to
enable us or our agent to prepare the requested certificate.

In addition, in a few special situations described below, a global debt security will be terminated and interests in it will
be exchanged for certificates in non-global form representing the debt securities it represented. After that exchange,
the choice of whether to hold the debt securities directly or in street name will be up to the investor. Investors must
consult their own banks, brokers or other financial institutions, to find out how to have their interests in a global debt
security transferred on termination to their own names, so that they will be holders. We have described the rights of
holders and street name investors above under ��Who is the Legal Owner of a Registered Security?�.

The special situations for termination of a global debt security are as follows:

� if the depositary notifies us that it is unwilling, unable or no longer qualified to continue as depositary
for that global debt security and we do not appoint another institution to act as depositary within 60
days;

� if we notify the trustees that we wish to terminate that global debt security; or
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� if an event of default has occurred with regard to these debt securities and has not been cured or
waived.

If a global debt security is terminated, only the depositary, and neither we nor the trustees for any debt securities, is
responsible for deciding the names of the institutions in whose names the debt securities represented by the global
debt security will be registered and, therefore, who will be the registered holders of those debt securities.

Considerations Relating to DTC

DTC has informed us that it is a limited-purpose trust company organized under the New York Banking Law, a
�banking organization� within the meaning of the New York Banking Law, a member of the Federal Reserve System, a
�clearing corporation� within the meaning of the New York Uniform Commercial Code, and a �clearing agency�
registered pursuant to the provisions of Section 17A of the Exchange Act. DTC holds securities that DTC participants
deposit with DTC. DTC also facilitates the settlement among DTC participants of securities transactions, such as
transfers and pledges, in deposited securities through electronic computerized book-entry changes in DTC participants�
accounts, thereby eliminating the need for physical movement of certificates. DTC participants include securities
brokers and dealers, banks, trust companies and clearing corporations, and may include other organizations. DTC is
owned by a number of its direct participants and by the New York Stock Exchange, Inc. and the Financial Industry
Regulatory Authority, Inc. Indirect access to the DTC system also is available to others such as banks, brokers, dealers
and trust companies that clear through or maintain a custodial relationship with a participant, either directly or
indirectly. The rules applicable to DTC and DTC participants are on file with the SEC.

                Purchases of debt securities within the DTC system must be made by or through DTC participants, who will
receive a credit for the debt securities on DTC�s records. Transfers of ownership interests in the debt securities are
accomplished by entries made on the books of participants acting on behalf of beneficial owners.

Redemption notices will be sent to DTC�s nominee, Cede & Co., as the registered holder of the debt securities. If less
than all of the debt securities are being redeemed, DTC will determine the amount of the interest of each direct
participant to be redeemed in accordance with its then-current procedures.

In instances in which a vote is required, neither DTC nor Cede & Co. will itself consent or vote with respect to the
debt securities. Under its usual procedures, DTC would mail an omnibus proxy to the relevant trustee as soon as
possible after the record date. The omnibus proxy assigns Cede & Co.�s consenting or voting rights to those direct
participants to whose accounts such debt securities are credited on the record date (identified in a listing attached to
the omnibus proxy).
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Distribution payments on the debt securities will be made by the relevant trustee to DTC. DTC�s usual practice is to
credit direct participants� accounts on the relevant payment date in accordance with their respective holdings shown on
DTC�s records unless DTC has reason to believe that it will not receive payments on such payment date. Payments by
participants to beneficial owners will be governed by standing instructions and customary practices and will be the
responsibility of such participants and not of DTC, the relevant trustee or us, subject to any statutory or regulatory
requirements as may be in effect from time to time. Payment of distributions to DTC is the responsibility of the
relevant trustee, and disbursements of such payments to the beneficial owners are the responsibility of direct and
indirect participants.

The information in this section concerning DTC and DTC�s book-entry system has been obtained from sources that we
believe to be accurate, but we assume no responsibility for the accuracy thereof. We do not have any responsibility for
the performance by DTC or its participants of their respective obligations as described herein or under the rules and
procedures governing their respective operations.

Considerations Relating to Clearstream and Euroclear

Clearstream and Euroclear are securities clearance systems in Europe. Clearstream and Euroclear have respectively
informed us that Clearstream and Euroclear each hold securities for their customers and facilitate the clearance and
settlement of securities transactions by electronic book-entry transfer between their respective account holders.
Clearstream and Euroclear provide various services including safekeeping, administration, clearance and settlement of
internationally traded securities and securities lending and borrowing. Clearstream and Euroclear also deal with
domestic securities markets in several countries through established depositary and custodial relationships.
Clearstream and Euroclear have established an electronic bridge between their two systems across which their
respective participants may settle trades with each other. Clearstream and Euroclear customers are world-wide
financial institutions including underwriters, securities brokers and dealers, banks, trust companies and clearing
corporations. Indirect access to Clearstream and Euroclear is available to other institutions that clear through or
maintain a custodial relationship with an account holder of either system.

Euroclear and Clearstream may be depositaries for a global debt security. In addition, if DTC is the depositary for a
global debt security, Euroclear and Clearstream may hold interests in the global debt security as participants in DTC.

As long as any global debt security is held by Euroclear or Clearstream, as depositary, you may hold an interest in the
global debt security only through an organization that participates, directly or indirectly, in Euroclear or Clearstream.
If Euroclear or Clearstream is the depositary for a global debt security and there is no depositary in the United States,
you will not be able to hold interests in that global debt security through any securities clearance system in the United
States.

Payments, deliveries, transfers, exchanges, notices and other matters relating to the debt securities made through
Euroclear or Clearstream must comply with the rules and procedures of those systems. Those systems could change
their rules and procedures at any time. We have no control over those systems or their participants and we take no
responsibility for their activities. Transactions between participants in Euroclear or Clearstream, on one hand, and
participants in DTC, on the other hand, when DTC is the depositary, would also be subject to DTC�s rules and
procedures.

Special Timing Considerations Relating to Transactions in Euroclear and Clearstream. Investors will be able to make
and receive through Euroclear and Clearstream payments, deliveries, transfers, exchanges, notices and other
transactions involving any debt securities held through those systems only on days when those systems are open for
business. Those systems may not be open for business on days when banks, brokers and other financial institutions are
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open for business in the United States.

In addition, because of time-zone differences, U.S. investors who hold their interests in the debt securities through
these systems and wish to transfer their interests, or to receive or make a payment or delivery or exercise any other
right with respect to their interests, on a particular day may find that the transaction will not be effected until the next
business day in Luxembourg or Brussels, as applicable. Thus, investors who wish to exercise rights that expire on a
particular day may need to act before the expiration date. In addition, investors who hold their interests through both
DTC and Euroclear or Clearstream may need to make special arrangements to finance any purchases or sales of their
interests between the U.S. and European clearing systems, and those transactions may settle later than would be the
case for transactions within one clearing system.
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UNITED STATES TAXATION

This section describes the material United States federal income tax consequences to a United States holder (as
defined below) of owning the securities we are offering. It is the opinion of Allen & Overy LLP, counsel to the Bank.
It applies to you only if you acquire your securities at their original issuance, and you hold your securities as capital
assets for United States federal income tax purposes. This section does not apply to you if you are a member of a class
of holders subject to special rules, such as:

� a dealer in securities or currencies,

� a trader in securities that elects to use a mark�to�market method of accounting for your securities
holdings,

� a bank,

� a life insurance company,

� a tax�exempt organization,

� a person that actually or constructively owns 10% or more of our voting stock,

� a person that holds securities as part of a straddle or a hedging or conversion transaction, or

� a person whose functional currency for tax purposes is not the U.S. dollar.
This section is based on the Internal Revenue Code of 1986, as amended (the �Code�), its legislative history, existing
and proposed regulations under the Code, published rulings and court decisions, as well as the income tax treaty
between the United States and Canada (the �Treaty�), all as currently in effect. These laws are subject to change,
possibly on a retroactive basis.

If a partnership holds the securities, the United States federal income tax treatment of a partner will generally depend
on the status of the partner and the tax treatment of the partnership. A partner in a partnership holding the securities
should consult its tax advisor with regard to the United States federal income tax treatment of an investment in the
securities. This summary does not address tax consequences applicable to holders of equity interests in a holder of the
securities, U.S. federal estate, gift or alternative minimum tax considerations, or non-U.S., state or local tax
considerations.

Please consult your own tax advisor concerning the consequences of owning these securities in your particular
circumstances under the Code and the laws of any other taxing jurisdiction.
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You are a United States holder if you are a beneficial owner of a security and you are:

� a citizen or individual resident of the United States,

� a domestic corporation,

� an estate whose income is subject to United States federal income tax regardless of its source, or

� a trust if a United States court can exercise primary supervision over the trust�s administration and one
or more United States persons are authorized to control all substantial decisions of the trust.

Tax consequences to holders of our shares

This subsection discusses tax consequences relevant to the purchase, ownership and disposition of our shares.
Additional United States federal income tax consequences relevant to certain preferred shares are not described in this
prospectus and will be discussed in an applicable prospectus supplement.

Taxation of Dividends

                The gross amount of any dividend we pay out of our current or accumulated earnings and profits (as
determined for United States federal income tax purposes) is subject to United States federal income taxation. If you
are a noncorporate United States holder, dividends paid to you that constitute �qualified dividend income� will be
taxable to you at a maximum tax rate of 15% provided that (i) the Bank is a �qualified foreign corporation� and (ii) you
hold the shares for more than 60 days during the 121 day period beginning 60 days before the ex�dividend date (or, in
the case of preferred stock, if the dividend is attributable to a period or periods aggregating over 366 days, provided
that you hold the shares for more than 90 days during the 181 day period beginning 90 days before the ex�dividend
date) and meet other holding period requirements. The Bank generally will be a �qualified foreign corporation� if (1) it
is either (a) eligible for the benefits of the Treaty, or (b) if the stock with respect to which such dividend is paid is
readily tradable on an established securities market in the United States, and (2) it is not a PFIC (as defined below) in
the taxable year of the distribution or the immediately preceding taxable year. The Bank expects to be eligible for the
benefits of the Treaty. In addition, as discussed below under ��PFIC Rules,� the Bank does not believe it should be
treated as a PFIC for the current year or any future years.

The dividend is taxable to you when you receive the dividend, actually or constructively. The dividend will not be
eligible for the dividends�received deduction generally allowed to United States corporations in respect of dividends
received from other United States corporations. The amount of the dividend distribution that you must include in your
income as a United States holder will be the U.S. dollar value of the Canadian payments made, determined at the spot
Canadian dollar/U.S. dollar rate on the date the dividend distribution is includible in your income, regardless of
whether the payment is in fact converted into U.S. dollars. Generally, any gain or loss resulting from currency
exchange fluctuations during the period from the date you include the dividend
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payment in income to the date you convert the payment into U.S. dollars will be treated as ordinary income or loss and
will not be eligible for the special tax rate applicable to qualified dividend income. The gain or loss generally will be
income or loss from sources within the United States for foreign tax credit limitation purposes. Distributions in excess
of current and accumulated earnings and profits (as determined for United States federal income tax purposes) will be
treated as a non�taxable return of capital to the extent of your basis in the shares and thereafter as capital gain. We do
not expect to maintain calculations of earnings and profits for U.S. federal income tax purposes. Therefore, a United
States holder should expect that such distribution will generally be treated as a dividend.

For foreign tax credit limitation purposes, dividends will be income from sources outside the United States and will,
depending on your circumstances, be either �passive� or �general� income for foreign tax credit limitation purposes. The
rules relating to the determination of the U.S. foreign tax credit, or deduction in lieu of the U.S. foreign tax credit, are
complex and you should consult your tax advisors with respect to these rules.

Sale or Exchange of Shares

If you are a United States holder and you sell or otherwise dispose of your shares, you will recognize capital gain or
loss for United States federal income tax purposes equal to the difference between the U.S. dollar value of the amount
that you realize and your tax basis, determined in U.S. dollars, in your shares. Capital gain of a noncorporate United
States holder is generally taxed at preferential rates where the property is held for more than one year. The
deductibility of capital losses is subject to limitations. The gain or loss will generally be income or loss from sources
within the United States for foreign tax credit limitation purposes.

PFIC Rules

We believe that our shares should not be treated as stock of a Passive Foreign Investment Company (a �PFIC�) for
United States federal income tax purposes, but this conclusion is a factual determination that is made annually and
thus may be subject to change. Any subsequent determinations that we make with respect to our PFIC status will be
discussed in an applicable prospectus supplement.

In general, if you are a United States holder, we will be a PFIC with respect to you if for any taxable year in which
you held our shares:

� at least 75% of our gross income for the taxable year is passive income, or

� at least 50% of the value, determined on the basis of a quarterly average, of our assets is attributable to
assets that produce or are held for the production of passive income.

Passive income generally includes dividends, interest, royalties, rents (other than certain rents and royalties derived in
the active conduct of a trade or business), annuities and gains from assets that produce passive income. If a foreign
corporation owns at least 25% by value of the stock of another corporation, the foreign corporation is treated for
purposes of the PFIC tests as owning its proportionate share of the of the assets of the other corporation, and as
receiving directly its proportionate share of the other corporation�s income. For this purpose, income derived in the
active conduct of our banking business should not be treated as passive income.

Tax consequences to holders of our debt securities
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This subsection deals only with debt securities that are due to mature 30 years or less from the date on which they are
issued and whose terms are described in this prospectus. The United States federal income tax consequences of
owning debt securities that are due to mature more than 30 years from their date of issue and debt securities whose
terms are not described in this prospectus will be discussed in an applicable prospectus supplement.

Payments of Interest

Except as described below in the case of interest on a discount debt security that is not qualified stated interest, each
as defined below under ��Original Issue Discount�General,� you will be taxed on any interest on your debt security,
whether payable in U.S. dollars or a foreign currency, including a composite currency or basket of currencies other
than U.S. dollars, as ordinary income at the time you receive the interest or when it accrues, depending on your
method of accounting for tax purposes.

                Interest that we pay on the debt securities and original issue discount, if any, accrued with respect to the debt
securities (as described below under ��Original Issue Discount�) is income from sources outside the United States subject
to the rules regarding the foreign tax credit allowable to a United States holder. Under the foreign tax credit rules,
interest and original issue discount and additional amounts will, depending on your circumstances, be either �passive� or
�general� income for purposes of computing the foreign tax credit.

Cash Basis Taxpayers. If you are a taxpayer that uses the cash receipts and disbursements method of accounting for
tax purposes and you receive an interest payment that is denominated in, or determined by reference to, a foreign
currency, you must recognize income equal to the U.S. dollar value of the interest payment, based on the exchange
rate in effect on the date of receipt, regardless of whether you actually convert the payment into U.S. dollars.

Accrual Basis Taxpayers. If you are a taxpayer that uses an accrual method of accounting for tax purposes, you may
determine the amount of income that you recognize with respect to an interest payment denominated in, or determined
by reference to, a foreign currency by using one of two methods. Under the first method, you will determine the
amount of income accrued based on the average exchange rate in effect during the interest accrual period or, with
respect to an accrual period that spans two taxable years, that part of the period within the taxable year.
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If you elect the second method, you would determine the amount of income accrued on the basis of the exchange rate
in effect on the last day of the accrual period, or, in the case of an accrual period that spans two taxable years, the
exchange rate in effect on the last day of the part of the period within the taxable year. Additionally, under this second
method, if you receive a payment of interest within five business days of the last day of your accrual period or taxable
year, you may instead translate the interest accrued into U.S. dollars at the exchange rate in effect on the day that you
actually receive the interest payment. If you elect the second method it will apply to all debt instruments that you hold
at the beginning of the first taxable year to which the election applies and to all debt instruments that you subsequently
acquire. You may not revoke this election without the consent of the Internal Revenue Service.

When you actually receive an interest payment, including a payment attributable to accrued but unpaid interest upon
the sale or retirement of your debt security, denominated in, or determined by reference to, a foreign currency for
which you accrued an amount of income, you will recognize ordinary income or loss measured by the difference, if
any, between the exchange rate that you used to accrue interest income and the exchange rate in effect on the date of
receipt, regardless of whether you actually convert the payment into U.S. dollars.

Original Issue Discount

General. If you own a debt security, other than a short�term debt security with a term of one year or less, it will be
treated as a discount debt security issued at an original issue discount if the amount by which the debt security�s stated
redemption price at maturity exceeds its issue price is more than a de minimis amount. Generally, a debt security�s
issue price will be the first price at which a substantial amount of debt securities included in the issue of which the
debt security is a part is sold to persons other than bond houses, brokers, or similar persons or organizations acting in
the capacity of underwriters, placement agents, or wholesalers. A debt security�s stated redemption price at maturity is
the total of all payments provided by the debt security that are not payments of qualified stated interest. Generally, an
interest payment on a debt security is qualified stated interest if it is one of a series of stated interest payments on a
debt security that are unconditionally payable at least annually at a single fixed rate, with certain exceptions for lower
rates paid during some periods, applied to the outstanding principal amount of the debt security. There are special
rules for variable rate debt securities that are discussed under ��Variable Rate Debt Securities�.

In general, your debt security is not a discount debt security if the amount by which its stated redemption price at
maturity exceeds its issue price is less than the de minimis amount of 1/4 of 1% of its stated redemption price at
maturity multiplied by the number of complete years to its maturity. Your debt security will have de minimis original
issue discount if the amount of the excess is less than the de minimis amount. If your debt security has de minimis
original issue discount, you must include the de minimis amount in income as stated principal payments are made on
the debt security, unless you make the election described below under ��Election to Treat All Interest as Original Issue
Discount�. You can determine the includible amount with respect to each such payment by multiplying the total
amount of your debt security�s de minimis original issue discount by a fraction equal to:

� the amount of the principal payment made
divided by:

� the stated principal amount of the debt security.
Generally, if your discount debt security matures more than one year from its date of issue, you must include original
issue discount, or OID, in income before you receive cash attributable to that income. The amount of OID that you
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must include in income is calculated using a constant�yield method, and generally you will include increasingly greater
amounts of OID in income over the life of your debt security. More specifically, you can calculate the amount of OID
that you must include in income by adding the daily portions of OID with respect to your discount debt security for
each day during the taxable year or portion of the taxable year that you hold your discount debt security. You can
determine the daily portion by allocating to each day in any accrual period a pro rata portion of the OID allocable to
that accrual period. You may select an accrual period of any length with respect to your discount debt security and you
may vary the length of each accrual period over the term of your discount debt security. However, no accrual period
may be longer than one year and each scheduled payment of interest or principal on the discount debt security must
occur on either the first or final day of an accrual period.

You can determine the amount of OID allocable to an accrual period by:

� multiplying your discount debt security�s adjusted issue price at the beginning of the accrual period by
your debt security�s yield to maturity, and then

� subtracting from this figure the sum of the payments of qualified stated interest on your debt security
allocable to the accrual period.

                You must determine the discount debt security�s yield to maturity on the basis of compounding at the close
of each accrual period and adjusting for the length of each accrual period. Further, you determine your discount debt
security�s adjusted issue price at the beginning of any accrual period by:

� adding your discount debt security�s issue price and any accrued OID for each prior accrual period, and
then

� subtracting any payments previously made on your discount debt security that were not qualified stated
interest payments.

If an interval between payments of qualified stated interest on your discount debt security contains more than one
accrual period, then, when you determine the amount of OID allocable to an accrual period, you must allocate the
amount of qualified stated interest payable at the end of the interval, including any qualified stated interest that is
payable on the first day of the accrual period immediately following the interval, pro rata to each accrual period in the
interval based on their relative lengths. In addition, you
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must increase the adjusted issue price at the beginning of each accrual period in the interval by the amount of any
qualified stated interest that has accrued prior to the first day of the accrual period but that is not payable until the end
of the interval. You may compute the amount of OID allocable to an initial short accrual period by using any
reasonable method if all other accrual periods, other than a final short accrual period, are of equal length.

The amount of OID allocable to the final accrual period is equal to the difference between:

� the amount payable at the maturity of your debt security, other than any payment of qualified stated
interest, and

� your debt security�s adjusted issue price as of the beginning of the final accrual period.
Acquisition Premium. If you purchase your debt security for an amount that is less than or equal to the sum of all
amounts, other than qualified stated interest, payable on your debt security after the purchase date but is greater than
the amount of your debt security�s adjusted issue price, as determined above under ��General,� the excess is acquisition
premium. If you do not make the election described below under ��Election to Treat All Interest as Original Issue
Discount,� then you must reduce the daily portions of OID by a fraction equal to:

� the excess of your adjusted basis in the debt security immediately after purchase over the adjusted
issue price of the debt security

divided by:

� the excess of the sum of all amounts payable, other than qualified stated interest, on the debt security
after the purchase date over the debt security�s adjusted issue price.

Pre�Issuance Accrued Interest. An election may be made to decrease the issue price of your debt security by the
amount of pre�issuance accrued interest if:

� a portion of the initial purchase price of your debt security is attributable to pre�issuance accrued
interest,

� the first stated interest payment on your debt security is to be made within one year of your debt
security�s issue date, and

� the payment will equal or exceed the amount of pre�issuance accrued interest.
If this election is made, a portion of the first stated interest payment will be treated as a return of the excluded
pre�issuance accrued interest and not as an amount payable on your debt security.
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Debt Securities Subject to Contingencies Including Optional Redemption. Your debt security is subject to a
contingency if it provides for an alternative payment schedule or schedules applicable upon the occurrence of a
contingency or contingencies, other than a remote or incidental contingency, whether such contingency relates to
payments of interest or of principal. In such a case, you must determine the yield and maturity of your debt security by
assuming that the payments will be made according to the payment schedule most likely to occur if:

� the timing and amounts of the payments that comprise each payment schedule are known as of the
issue date, and

� one of such schedules is significantly more likely than not to occur.
If there is no single payment schedule that is significantly more likely than not to occur, other than because of a
mandatory sinking fund, you must include income on your debt security in accordance with the general rules that
govern contingent payment obligations. These rules will be discussed in an applicable prospectus supplement.

Notwithstanding the general rules for determining yield and maturity, if your debt security is subject to contingencies,
and either you or we have an unconditional option or options that, if exercised, would require payments to be made on
the debt security under an alternative payment schedule or schedules, then:

� in the case of an option or options that we may exercise, we will be deemed to exercise or not exercise
an option or combination of options in the manner that minimizes the yield on your debt security, and

� in the case of an option or options that you may exercise, you will be deemed to exercise or not
exercise an option or combination of options in the manner that maximizes the yield on your debt
security.

                If both you and we hold options described in the preceding sentence, those rules will apply to each option in
the order in which they may be exercised. You may determine the yield on your debt security for the purposes of those
calculations by using any date on which your debt security may be redeemed or repurchased as the maturity date and
the amount payable on the date that you chose in accordance with the terms of your debt security as the principal
amount payable at maturity.

If a contingency, including the exercise of an option, actually occurs or does not occur contrary to an assumption
made according to the above rules then, except to the extent that a portion of your debt security is repaid as a result of
this change in circumstances and solely to determine the amount and accrual of OID, you must redetermine the yield
and maturity of your debt security by treating your debt security as having been retired and reissued on the date of the
change in circumstances for an amount equal to your debt security�s adjusted issue price on that date.

Election to Treat All Interest as Original Issue Discount. You may elect to include in gross income all interest that
accrues on your debt security using the constant�yield method described above under ��General,� with the modifications
described below. For purposes of this election, interest will include stated interest, OID, de minimis original issue
discount, market discount, de minimis market discount and unstated interest, as adjusted by any amortizable bond
premium, described below under ��Debt Securities Purchased at a Premium,� or acquisition premium.
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If you make this election for your debt security, then, when you apply the constant�yield method:

� the issue price of your debt security will equal your cost,

� the issue date of your debt security will be the date you acquired it, and

� no payments on your debt security will be treated as payments of qualified stated interest.
Generally, this election will apply only to the debt security for which you make it; however, if the debt security has
amortizable bond premium, you will be deemed to have made an election to apply amortizable bond premium against
interest for all debt instruments with amortizable bond premium, other than debt instruments the interest on which is
excludible from gross income, that you hold as of the beginning of the taxable year to which the election applies or
any taxable year thereafter. Additionally, if you make this election for a market discount debt security, you will be
treated as having made the election discussed below under ��Debt Securities Purchased with Market Discount� to include
market discount in income currently over the life of all debt instruments having market discount that you acquire on or
after the first day of the first taxable year to which the election applies. You may not revoke any election to apply the
constant�yield method to all interest on a debt security or the deemed elections with respect to amortizable bond
premium or market discount debt securities without the consent of the Internal Revenue Service.

Variable Rate Debt Securities. Your debt security will be a variable rate debt security if:

� your debt security�s issue price does not exceed the total noncontingent principal payments by more
than the lesser of:

1. 0.015 multiplied by the product of the total noncontingent principal payments and the number of complete years to
maturity from the issue date, or

2. 15% of the total noncontingent principal payments; and

� your debt security provides for stated interest, compounded or paid at least annually, only at:
1. one or more qualified floating rates,

2. a single fixed rate and one or more qualified floating rates,

3. a single objective rate, or

4. a single fixed rate and a single objective rate that is a qualified inverse floating rate; and

� your debt security satisfies certain other conditions.
Your debt security will have a variable rate that is a qualified floating rate if:
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� variations in the value of the rate can reasonably be expected to measure contemporaneous variations
in the cost of newly borrowed funds in the currency in which your debt security is denominated; or

� the rate is equal to such a rate multiplied by either:
1. a fixed multiple that is greater than 0.65 but not more than 1.35, or

2. a fixed multiple greater than 0.65 but not more than 1.35, increased or decreased by a fixed rate; and

� the value of the rate on any date during the term of your debt security is set no earlier than three
months prior to the first day on which that value is in effect and no later than one year following that
first day.

If your debt security provides for two or more qualified floating rates that are within 0.25 percentage points of each
other on the issue date or can reasonably be expected to have approximately the same values throughout the term of
the debt security, the qualified floating rates together constitute a single qualified floating rate.

Your debt security will not have a qualified floating rate, however, if the rate is subject to certain restrictions
(including caps, floors, governors, or other similar restrictions) unless such restrictions are fixed throughout the term
of the debt security or are not reasonably expected to significantly affect the yield on the debt security.

Your debt security will have a variable rate that is a single objective rate if:

� the rate is not a qualified floating rate,

� the rate is determined using a single, fixed formula that is based on objective financial or economic
information that is not within the control of or unique to the circumstances of the issuer or a related
party, and

� the value of the rate on any date during the term of your debt security is set no earlier than three
months prior to the first day on which that value is in effect and no later than one year following that
first day.

Your debt security will not have a variable rate that is an objective rate, however, if it is reasonably expected that the
average value of the rate during the first half of your debt security�s term will be either significantly less than or
significantly greater than the average value of the rate during the final half of your debt security�s term.

32

Edgar Filing: Eaton Vance Risk-Managed Diversified Equity Income Fund - Form N-CSRS

Table of Contents 60



Table of Contents

An objective rate as described above is a qualified inverse floating rate if:

� the rate is equal to a fixed rate minus a qualified floating rate, and

� the variations in the rate can reasonably be expected to inversely reflect contemporaneous variations in
the cost of newly borrowed funds.

Your debt security will also have a single qualified floating rate or an objective rate if interest on your debt security is
stated at a fixed rate for an initial period of one year or less followed by either a qualified floating rate or an objective
rate for a subsequent period, and either:

� the fixed rate and the qualified floating rate or objective rate have values on the issue date of the debt
security that do not differ by more than 0.25 percentage points, or

� the value of the qualified floating rate or objective rate is intended to approximate the fixed rate.
In general, if your variable rate debt security provides for stated interest at a single qualified floating rate or objective
rate, or one of those rates after a single fixed rate for an initial period, all stated interest on your debt security is
qualified stated interest. In this case, the amount of OID, if any, is determined by using, in the case of a qualified
floating rate or qualified inverse floating rate, the value as of the issue date of the qualified floating rate or qualified
inverse floating rate, or, for any other objective rate, a fixed rate that reflects the yield reasonably expected for your
debt security.

If your variable rate debt security does not provide for stated interest at a single qualified floating rate or a single
objective rate, and also does not provide for interest payable at a fixed rate other than a single fixed rate for an initial
period, you generally must determine the interest and OID accruals on your debt security by:

� determining a fixed rate substitute for each variable rate provided under your variable rate debt
security,

� constructing the equivalent fixed rate debt instrument, using the fixed rate substitute described above,

� determining the amount of qualified stated interest and OID with respect to the equivalent fixed rate
debt instrument, and

� adjusting for actual variable rates during the applicable accrual period.
When you determine the fixed rate substitute for each variable rate provided under the variable rate debt security, you
generally will use the value of each variable rate as of the issue date or, for an objective rate that is not a qualified
inverse floating rate, a rate that reflects the reasonably expected yield on your debt security.
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If your variable rate debt security provides for stated interest either at one or more qualified floating rates or at a
qualified inverse floating rate, and also provides for stated interest at a single fixed rate other than at a single fixed rate
for an initial period, you generally must determine interest and OID accruals by using the method described in the
previous paragraph. However, your variable rate debt security will be treated, for purposes of the first three steps of
the determination, as if your debt security had provided for a qualified floating rate, or a qualified inverse floating
rate, rather than the fixed rate. The qualified floating rate, or qualified inverse floating rate, that replaces the fixed rate
must be such that the fair market value of your variable rate debt security as of the issue date approximates the fair
market value of an otherwise identical debt instrument that provides for the qualified floating rate, or qualified inverse
floating rate, rather than the fixed rate.

Short�Term Debt Securities. In general, if you are an individual or other cash basis United States holder of a
short�term debt security, you are not required to accrue OID, as specially defined below for the purposes of this
paragraph, for United States federal income tax purposes unless you elect to do so (although it is possible that you
may be required to include any stated interest in income as you receive it). If you are an accrual basis taxpayer, a
taxpayer in a special class, including, but not limited to, a regulated investment company, common trust fund, or a
certain type of pass�through entity, or a cash basis taxpayer who so elects, you will be required to accrue OID on
short�term debt securities on either a straight�line basis or under the constant�yield method, based on daily compounding.
If you are not required and do not elect to include OID in income currently, any gain you realize on the sale or
retirement of your short�term debt security will be ordinary income to the extent of the accrued OID, which will be
determined on a straight�line basis unless you make an election to accrue the OID under the constant�yield method,
through the date of sale or retirement. However, if you are not required and do not elect to accrue OID on your
short�term debt securities, you will be required to defer deductions for interest on borrowings allocable to your
short�term debt securities in an amount not exceeding the deferred income until the deferred income is realized.

When you determine the amount of OID subject to these rules, you must include all interest payments on your
short�term debt security, including stated interest, in your short�term debt security�s stated redemption price at maturity.

Foreign Currency Discount Debt Securities. If your discount debt security is denominated in, or determined by
reference to, a foreign currency, you must determine OID for any accrual period on your discount debt security in the
foreign currency and then translate the amount of OID into U.S. dollars in the same manner as stated interest accrued
by an accrual basis United States holder, as described under ��Tax consequences to holders of our debt securities �
Payments of Interest�. You may recognize ordinary income or loss when you receive an amount attributable to OID in
connection with a payment of interest or the sale or retirement of your debt security.

Debt Securities Purchased at a Premium

If you purchase your debt security for an amount in excess of its principal amount, you may elect to treat the excess as
amortizable bond premium. If you make this election, you will reduce the amount required to be included in your
income each year
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with respect to interest on your debt security by the amount of amortizable bond premium allocable to that year, based
on your debt security�s yield to maturity. If your debt security is denominated in, or determined by reference to, a
foreign currency, you will compute your amortizable bond premium in units of the foreign currency and your
amortizable bond premium will reduce your interest income in units of the foreign currency. Gain or loss recognized
that is attributable to changes in exchange rates between the time your amortized bond premium offsets interest
income and the time of the acquisition of your debt security is generally taxable as ordinary income or loss. If you
make an election to amortize bond premium, it will apply to all debt instruments, other than debt instruments the
interest on which is excludible from gross income, that you hold at the beginning of the first taxable year to which the
election applies or that you thereafter acquire, and you may not revoke it without the consent of the Internal Revenue
Service. See also ��Original Issue Discount�Election to Treat All Interest as Original Issue Discount�.

Debt Securities Purchased with Market Discount

You will be treated as if you purchased your debt security, other than a short�term debt security, at a market discount,
and your debt security will be a market discount debt security if:

� In the case of an initial purchaser, you purchase your debt security for less than its issue price as
determined above under ��Original Issue Discount�General,� and

� the difference between the debt security�s stated redemption price at maturity or, in the case of a
discount debt security, the debt security�s revised issue price, and the price you paid for your debt
security is equal to or greater than 1/4 of 1% of your debt security�s stated redemption price at maturity
or revised issue price, respectively, multiplied by the number of complete years to the debt security�s
maturity. To determine the revised issue price of a discount debt security for these purposes, you
generally add any OID that has accrued on the debt security prior to your acquisition of the debt
security to its issue price.

If your debt security�s stated redemption price at maturity or, in the case of a discount debt security, its revised issue
price, exceeds the price you paid for the debt security by less than 1/4 of 1% multiplied by the number of complete
years to the debt security�s maturity, the excess constitutes de minimis market discount, and the rules discussed below
are not applicable to you.

You must treat any gain you recognize on the maturity or disposition of your market discount debt security as ordinary
income to the extent of the accrued market discount on your debt security. Alternatively, you may elect to include
market discount in income currently over the life of your debt security. If you make this election, it will apply to all
debt instruments with market discount that you acquire on or after the first day of the first taxable year to which the
election applies. You may not revoke this election without the consent of the Internal Revenue Service. If you own a
market discount debt security and do not make this election, you will generally be required to defer deductions for
interest on borrowings allocable to your debt security in an amount not exceeding the accrued market discount on your
debt security until the maturity or disposition of your debt security.

You will accrue market discount on your market discount debt security on a straight�line basis unless you elect to
accrue market discount using a constant�yield method. If you make this election, it will apply only to the debt security
with respect to which it is made and you may not revoke it.

Purchase, Sale and Retirement of the Debt Securities
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Your tax basis in your debt security will generally be the U.S. dollar cost, as defined below, of your debt security,
adjusted by:

� adding any OID or market discount previously included in income with respect to your debt security,
and then

� subtracting any payments on your debt security that are not qualified stated interest payments and any
amortizable bond premium applied to reduce interest on your debt security.

If you purchase your debt security with foreign currency, the U.S. dollar cost of your debt security will generally be
the U.S. dollar value of the purchase price on the date of purchase. However, if you are a cash basis taxpayer, or an
accrual basis taxpayer if you so elect, and your debt security is traded on an established securities market, as defined
in the applicable Treasury regulations, the U.S. dollar cost of your debt security will be the U.S. dollar value of the
purchase price on the settlement date of your purchase.

You will generally recognize gain or loss on the sale or retirement of your debt security equal to the difference
between the amount you realize on the sale or retirement and your tax basis in your debt security. If your debt security
is sold or retired for an amount in foreign currency, the amount you realize will be the U.S. dollar value of such
amount on the date the debt security is disposed of or retired, except that in the case of a debt security that is traded on
an established securities market, as defined in the applicable Treasury regulations, a cash basis taxpayer, or an accrual
basis taxpayer that so elects, will determine the amount realized based on the U.S. dollar value of the foreign currency
on the settlement date of the sale.

You will recognize capital gain or loss when you sell or retire your debt security, except to the extent:

� described above under ��Original Issue Discount�Short�Term Debt Securities� or ��Debt Securities Purchased
with Market Discount,�

� attributable to accrued but unpaid interest,

� the rules governing contingent payment obligations apply, or

� attributable to changes in exchange rates as described below.
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Capital gain of a noncorporate United States holder is generally taxed at preferential rates where the property is held
for more than one year.

You must treat any portion of the gain or loss that you recognize on the sale or retirement of a debt security as United
States source ordinary income or loss to the extent attributable to changes in exchange rates. However, you take
exchange gain or loss into account only to the extent of the total gain or loss you realize on the transaction.

Exchange of Amounts in Other Than U.S. Dollars

If you receive foreign currency as interest on your debt security or on the sale or retirement of your debt security, your
tax basis in the foreign currency will equal its U.S. dollar value when the interest is received or at the time of the sale
or retirement. If you purchase foreign currency, you generally will have a tax basis equal to the U.S. dollar value of
the foreign currency on the date of your purchase. If you sell or dispose of a foreign currency, including if you use it
to purchase debt securities or exchange it for U.S. dollars, any gain or loss recognized generally will be ordinary
income or loss.

Indexed Debt Securities, Exchangeable Debt Securities and Contingent Payment Debt Securities

An applicable prospectus supplement will discuss any special United States federal income tax rules with respect to
debt securities the payments on which are determined by reference to any index, debt securities that are exchangeable
at our option or the option of the holder into debt securities of an issuer other than the Bank or into other property and
debt securities that are subject to the rules governing contingent payment obligations which are not subject to the rules
governing variable rate debt securities.

Treasury Regulations Requiring Disclosure of Reportable Transactions

Treasury regulations require United States taxpayers to report certain transactions that give rise to a loss in excess of
certain thresholds (a �Reportable Transaction�). Under these regulations, if the debt securities are denominated in a
foreign currency, a United States holder that recognizes a loss with respect to the debt securities that is characterized
as an ordinary loss due to changes in currency exchange rates (under any of the rules discussed above) would be
required to report the loss on Internal Revenue Service Form 8886 (Reportable Transaction Statement) if the loss
exceeds the thresholds set forth in the regulations. For individuals and trusts, this loss threshold is $50,000 in any
single taxable year. For other types of taxpayers and other types of losses, the thresholds are higher. You should
consult with your tax advisor regarding any tax filing and reporting obligations that may apply in connection with
acquiring, owning and disposing of debt securities.

Other Considerations

Information with Respect to Foreign Financial Assets

Certain holders that own �specified foreign financial assets� that meet certain U.S. dollar value thresholds will generally
be required to file an information report with respect to such assets with their tax returns. �Specified foreign financial
assets� include any financial accounts maintained by foreign financial institutions, as well as any of the following, but
only if they are not held in accounts maintained by certain financial institutions: (i) stock or securities issued by
non�United States persons, (ii) financial instruments and contracts held for investment that have non�United States
issuers or counterparties, and (iii) interests in foreign entities. The securities may be subject to these rules. United
States holders that are individuals are urged to consult their tax advisors regarding the application of this legislation to
their ownership of the securities.
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Backup Withholding and Information Reporting

If you are a noncorporate United States holder, information reporting requirements, on Internal Revenue Service
Form 1099, generally will apply to:

� dividend payments or payments of principal and interest on a security or other taxable distributions
made to you within the United States, including payments made by wire transfer from outside the
United States to an account you maintain in the United States, and

� the payment of the proceeds from the sale of a security effected at a United States office of a broker.
Additionally, backup withholding will apply to such payments if you are a noncorporate United States holder that:

� fails to provide an accurate taxpayer identification number,

� is notified by the Internal Revenue Service that you have failed to report all interest and dividends
required to be shown on your federal income tax returns, or

� in certain circumstances, fails to comply with applicable certification requirements.
Payment of the proceeds from the sale of a security effected at a foreign office of a broker generally will not be
subject to information reporting or backup withholding. However, a sale of a security that is effected at a foreign
office of a broker will generally be subject to information reporting and backup withholding if:

� the proceeds are transferred to an account maintained by you in the United States,

� the payment of proceeds or the confirmation of the sale is mailed to you at a United States address, or

� the sale has some other specified connection with the United States as provided in U.S. Treasury
regulations.
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In addition, a sale of a security effected at a foreign office of a broker will generally be subject to information
reporting if the broker is:

� a United States person,

� a controlled foreign corporation for United States tax purposes,

� a foreign person 50% or more of whose gross income is effectively connected with the conduct of a
United States trade or business for a specified three�year period, or

� a foreign partnership, if at any time during its tax year:

� one or more of its partners are �U.S. persons,� as defined in U.S. Treasury regulations, who in the
aggregate hold more than 50% of the income or capital interest in the partnership, or

� such foreign partnership is engaged in the conduct of a United States trade or business.
Backup withholding will apply if the sale is subject to information reporting and the broker has actual knowledge that
you are a United States person.

You generally may obtain a refund of any amounts withheld under the backup withholding rules that exceed your
income tax liability by filing a refund claim with the United States Internal Revenue Service.

Foreign Accounts Tax Compliance Act Withholding

Sections 1471 through 1474 of the Code (�FATCA�) impose a new reporting regime and potentially a 30% withholding
tax with respect to certain payments to any non-U.S. financial institution (a �foreign financial institution�, or �FFI� (as
defined by FATCA)) that does not become a �Participating FFI� by entering into an agreement with the U.S. Internal
Revenue Service (�IRS�) to provide the IRS with certain information in respect of its account holders and investors or is
not otherwise exempt from or in deemed compliance with FATCA. The Bank is classified as an FFI.

The new withholding regime is currently in effect for payments from sources within the United States and will apply
to "foreign passthru payments" (a term not yet defined) no earlier than 1 January 2017. This withholding would
potentially apply to payments in respect of (i) any securities characterised as debt (or which are not otherwise
characterized as equity and have a fixed term) for U.S. federal tax purposes that are issued or materially modified after
the "grandfathering date", which is the date that is six months after the date on which final U.S. Treasury regulations
defining the term foreign passthru payment are filed with the Federal Register and (ii) any securities characterised as
equity or which do not have a fixed term for U.S. federal tax purposes, whenever issued. If securities are issued on or
before the grandfathering date, and additional securities of the same series are issued on or after that date, the
additional securities may not be treated as grandfathered, which may have negative consequences for the existing
securities, including a negative impact on market price.
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The United States and a number of other jurisdictions have announced their intention to negotiate intergovernmental
agreements to facilitate the implementation of FATCA (each, an �IGA�). Pursuant to FATCA and the �Model 1� and
�Model 2� IGAs released by the United States, an FFI in an IGA signatory country could be treated as a �Reporting FI�
not subject to withholding under FATCA on any payments it receives. Further, an FFI in an IGA jurisdiction would
generally not be required to withhold under FATCA or an IGA (or any law implementing an IGA) (any such
withholding being �FATCA Withholding�) from payments it makes. Under each Model IGA, a Reporting FI would still
be required to report certain information in respect of its account holders and investors to its home government or to
the IRS. The United States and Canada have entered into an agreement (the �US-Canada IGA�) based largely on the
Model 1 IGA.

If the Bank is treated as a Reporting FI pursuant to the US-Canada IGA it does not anticipate that it will be obliged to
deduct any FATCA Withholding on payments it makes. There can be no assurance, however, that the Bank will be
treated as a Reporting FI, or that it would in the future not be required to deduct FATCA Withholding from payments
it makes. Accordingly, the Bank and financial institutions through which payments on the securities are made may be
required to withhold FATCA Withholding if any FFI through or to which payment on such securities is made is not a
Participating FFI, a Reporting FI, or otherwise exempt from or in deemed compliance with FATCA.

                Whilst the securities are in global form and held within the clearing systems, it is expected that FATCA will
not affect the amount of any payments made under, or in respect of, the securities by the Bank or any paying agent,
given that each of the entities in the payment chain between the Bank and the clearing systems is a major financial
institution whose business is dependent on compliance with FATCA and that any alternative approach introduced
under an IGA will be unlikely to affect the securities. The documentation expressly contemplates the possibility that
the securities may be issued in definitive form and therefore that they may be taken out of the clearing systems. If this
were to happen, then a non-FATCA compliant holder could be subject to FATCA Withholding.

FATCA is particularly complex and its application is uncertain at this time. The above description is based in part on
proposed regulations, official guidance and the US-Canada IGA, all of which are subject to change. You should
consult your own tax advisers on how these rules may apply to payments you receive under the securities.
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CANADIAN TAXATION

In the opinion of Osler, Hoskin & Harcourt LLP, our Canadian federal income tax counsel, the following summary
describes the principal Canadian federal income tax considerations generally applicable to a purchaser who acquires
securities, including entitlement to all payments thereunder, as a beneficial owner pursuant to this prospectus and who,
at all relevant times, for purposes of the application of the Income Tax Act (Canada) (the �Tax Act�), (i) is not, and is not
deemed to be, resident in Canada; (ii) deals at arm�s length with us and with any transferee resident or deemed to be
resident in Canada to whom the purchaser disposes of debt securities, (iii) is not affiliated with us, (iv) does not
receive any payment of interest on the debt securities in respect of a debt or other obligation to pay an amount to a
person with whom we do not deal at arm�s length, (v) does not use or hold the securities in a business carried on in
Canada, and (vi) where the relevant securities are debt securities, is not a �specified shareholder� of the Bank and is not
a person who does not deal at arm�s length with a specified shareholder of the Bank for purposes of subsection 18(5) of
the Tax Act (a �Holder�). Special rules, which are not discussed in this summary, may apply to a non�Canadian holder
that is an insurer that carries on an insurance business in Canada and elsewhere.

This summary is based on the current provisions of the Tax Act and the regulations thereunder and on counsel�s
understanding of the current administrative policies and assessing practices of the Canada Revenue Agency published
in writing prior to the date hereof. This summary takes into account all specific proposals to amend the Tax Act and
the regulations thereunder publicly announced by or on behalf of the Minister prior to the date hereof (the �Proposed
Amendments�) and assumes that all Proposed Amendments will be enacted in the form proposed. However, no
assurances can be given that the Proposed Amendments will be enacted as proposed, or at all. This summary does not
otherwise take into account or anticipate any changes in law or administrative policy or assessing practice whether by
legislative, administrative or judicial action nor does it take into account tax legislation or considerations of any
province, territory or foreign jurisdiction, which may differ from those discussed herein.

Canadian federal income tax considerations applicable to securities may be described more particularly when such
securities are offered (and then only to the extent material) in a prospectus supplement or pricing supplement related
thereto if they are not addressed by the comments following and, in that event, the following will be superseded
thereby to the extent indicated in such prospectus supplement or pricing supplement. These Canadian federal income
tax considerations may also be supplemented, amended and/or replaced in a prospectus supplement or pricing
supplement.

This summary is of a general nature only and is not, and is not intended to be, legal or tax advice to any
particular holder. This summary is not exhaustive of all Canadian federal income tax considerations.
Accordingly, prospective purchasers of securities should consult their own tax advisors having regard to their
own particular circumstances.

Currency Conversion

Generally, for purposes of the Tax Act, all amounts relating to the acquisition, holding or disposition of the securities
not denominated in Canadian dollars must be converted into Canadian dollars based on the exchange rates as
determined in accordance with the Tax Act. The amounts subject to withholding tax and any capital gains or capital
losses realized by a Holder may be affected by fluctuations in the relevant exchange rate.

Shares

Dividends on the Shares
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Dividends paid or credited on the shares or deemed to be paid or credited on the shares to a Holder will be subject to
Canadian non�resident withholding tax at the rate of 25%, subject to any reduction in the rate of withholding to which
the Holder is entitled under any applicable income tax convention between Canada and the country in which the
Holder is resident. For example, under the Canada�U.S. Income Tax Convention (1980) (the �Convention�), where
dividends on the shares are considered to be paid to or derived by a Holder that is the beneficial owner of the
dividends and a U.S. resident for the purposes of, and is entitled to benefits in accordance with, the provisions of the
Convention, the applicable rate of Canadian non�resident withholding tax is generally reduced to 15%.

Disposition of the Shares

A Holder will not be subject to tax under the Tax Act on any gain realized on a disposition or deemed disposition of
shares, unless the shares are �taxable Canadian property� to the Holder for purposes of the Tax Act and the Holder is not
entitled to relief under an applicable income tax convention between Canada and the country in which the Holder is
resident.

                Generally, the shares will not constitute taxable Canadian property to a Holder at a particular time provided
that the shares are listed at that time on a designated stock exchange (which includes the Toronto Stock Exchange),
unless at any particular time during the 60�month period that ends at that time (i) the Holder, persons with whom the
Holder does not deal with at arm�s length, or the Holder together with all such persons, has owned 25% or more of the
issued shares of any class or series of our capital stock and (ii) more than 50% of the fair market value of the shares
was derived directly or indirectly from one or any combination of: (a) real or immovable properties situated in
Canada, (b) �Canadian resource properties� (as defined in the Tax Act), (c) �timber resource properties� (as defined in the
Tax Act), and (d) options in respect of, or interests in, or for civil law rights in, property in any of the foregoing
whether or not the property exists. Notwithstanding the foregoing, in certain circumstances set out in the Tax Act,
shares could be deemed to be taxable Canadian property. Holders whose shares may constitute taxable Canadian
property should consult their own tax advisors.
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Debt Securities

Interest paid or credited or deemed for purposes of the Act to be paid or credited on a debt security (including any
amount paid at maturity in excess of the principal amount and interest deemed to be paid on the debt security in
certain cases involving the assignment, deemed assignment or other transfer of a debt security to the Bank or any
other resident or deemed resident of Canada) to a Holder will not be subject to Canadian non-resident withholding tax
unless any portion of such interest (other than on a �prescribed obligation� described below) is contingent or dependent
on the use of or production from property in Canada or is computed by reference to revenue, profit, cash flow
commodity price or any other similar criterion or by reference to dividends paid or payable to shareholders of any
class of shares of the capital stock of a corporation (�Participating Debt Interest�). A �prescribed obligation� is a debt
obligation the terms or conditions of which provide for an adjustment to any amount payable in respect of the
obligation for a period during which the obligation was outstanding which adjustment is determined by reference to a
change in the purchasing power of money where no amount payable in respect of such obligation, other than an
amount determined by reference to a change in the purchasing power of money, is contingent or dependent upon any
of the criteria described in the definition of Participating Debt Interest. If any interest paid or credited or deemed to be
paid or credited on a debt security is to be Participating Debt Interest, the Canadian non-resident withholding tax
implications of the issuance of such debt securities will be described particularly in the relevant prospectus
supplement or pricing supplement for such debt securities.

No other Canadian federal taxes on income or gains will be payable by a Holder on interest or principal, or on
proceeds received by a Holder on the disposition of a debt security, including on a redemption, payment on maturity,
repurchase or purchase of cancellation.
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EMPLOYEE RETIREMENT INCOME SECURITY ACT

A fiduciary of a pension, profit�sharing or other employee benefit plan (a �plan�) subject to the United States Employee
Retirement Income Security Act of 1974, as amended (�ERISA�), should consider the fiduciary standards of ERISA in
the context of the plan�s particular circumstances before authorizing an investment in the securities. Accordingly,
among other factors, the fiduciary should consider whether the investment would satisfy the prudence and
diversification requirements of ERISA and would be consistent with the documents and instruments governing the
plan, and whether the investment would involve a prohibited transaction under Section 406 of ERISA or Section 4975
of the Code.

Section 406 of ERISA and Section 4975 of the Code prohibit plans, as well as individual retirement accounts and
Keogh plans subject to Section 4975 of the Internal Revenue Code (also �plans�), from engaging in certain transactions
involving �plan assets� with persons who are �parties in interest� under ERISA or �disqualified persons� under the Code
(�parties in interest�) with respect to the plan or account. A violation of these prohibited transaction rules may result in
civil penalties or other liabilities under ERISA and/or an excise tax under Section 4975 of the Code for those persons,
unless exemptive relief is available under an applicable statutory, regulatory or administrative exemption. Certain
employee benefit plans and arrangements including those that are governmental plans (as defined in section 3(32) of
ERISA), certain church plans (as defined in Section 3(33) of ERISA) and foreign plans (as described in
Section 4(b)(4) of ERISA) (�non�ERISA arrangements�) are not subject to the requirements of ERISA or Section 4975 of
the Code but may be subject to similar provisions under applicable federal, state, local, foreign or other regulations,
rules or laws (�similar laws�).

The acquisition of the securities by a plan with respect to which the Bank or certain of our affiliates is or becomes a
party in interest may constitute or result in a prohibited transaction under ERISA or Section 4975 of the Code, unless
those securities are acquired pursuant to and in accordance with an applicable exemption. Section 408(b)(17) of
ERISA and Section 4975(d)(20) of the Code provide an exemption for the purchase and sale of securities and related
lending transactions where neither the Bank nor any of its affiliates have or exercise any discretionary authority or
control or render any investment advice with respect to the assets of the plan involved in the transaction and the plan
pays no more and receives no less than �adequate consideration� in connection with the transaction (the �service provider
exemption�). Moreover, the United States Department of Labor has issued five prohibited transaction class exemptions,
or �PTCEs,� that may provide exemptive relief if required for direct or indirect prohibited transactions that may arise
from the purchase or holding of the securities. These exemptions are:

� PTCE 84�14, an exemption for certain transactions determined or effected by independent qualified
professional asset managers;

� PTCE 90�1, an exemption for certain transactions involving insurance company pooled separate
accounts;

� PTCE 91�38, an exemption for transactions involving bank collective investment funds;

� PTCE 95�60, an exemption for transactions involving certain insurance company general accounts; and
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� PTCE 96�23, an exemption for plan asset transactions managed by in�house asset managers.
The securities may not be purchased or held by (i) any plan, (ii) any entity whose underlying assets include �plan assets�
by reason of any plan�s investment in the entity (a �plan asset entity�) or (iii) any person investing �plan assets� of any
plan, unless in each case the purchaser or holder is eligible for the exemptive relief under one or more of the PTCEs
listed above, the service provider exemption or another applicable similar exemption. Any purchaser or holder of the
securities or any interest in the securities will be deemed to have represented by its acquisition and holding of the
securities that it either (i) is not a plan or a plan asset entity and is not purchasing those securities on behalf of or with
�plan assets� of any plan or plan asset entity or (ii) with respect to the acquisition, holding or disposition, is eligible for
the exemptive relief available under any of the PTCEs listed above, the service provider exemption or another
applicable exemption. In addition, any purchaser or holder of the securities or any interest in the securities which is a
non�ERISA arrangement will be deemed to have represented by its acquisition and holding of the securities that its
acquisition, holding and disposition will not violate the provisions of any similar law.

Due to the complexity of these rules and the penalties that may be imposed upon persons involved in non�exempt
prohibited transactions, it is important that fiduciaries or other persons considering purchasing the securities on behalf
of or with �plan assets� of any plan, plan asset entity or non�ERISA arrangement consult with their counsel regarding the
availability of exemptive relief under any of the PTCEs listed above, the service provider exemption or any other
applicable exemption, or the potential consequences of any purchase or holding under similar laws, as applicable.

If you are an insurance company or the fiduciary of a pension plan or an employee benefit plan, and propose to invest
in the securities, you should consult your legal counsel.
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PLAN OF DISTRIBUTION

We may sell any of the securities at any time after effectiveness of the registration statement of which this prospectus
forms a part in one or more of the following ways from time to time:

� through underwriters or dealers;

� through agents; or

� directly to one or more purchasers.
The offered securities may be distributed periodically in one or more transactions at:

� a fixed price or prices, which may be changed;

� market prices prevailing at the time of sale;

� prices related to the prevailing market prices; or

� negotiated prices.
The applicable prospectus supplements will include:

� the initial public offering price;

� the names of any investment dealer;

� the purchase price of the securities;

� our proceeds from the sale of the securities;

� any underwriting discounts or commissions or agency fees and other underwriters� or agents�
compensation;
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� any discounts or concessions allowed or reallowed or paid to dealers;

� the place and time of delivery of the securities; and

� any securities exchange on which the securities may be listed.
If underwriters are used in the sale, they will buy the securities for their own account. The underwriters may then
resell the securities in one or more transactions, at any time or times at a fixed public offering price or at varying
prices. The underwriters may change from time to time any fixed public offering price and any discounts or
commissions allowed or re-allowed or paid to dealers. If dealers are utilized in the sale of the securities, we will sell
the securities to the dealers as principals. The dealers may then resell the securities to the public at varying prices to be
determined by such dealers.

In connection with the offering of securities, we may grant to the underwriters an option to purchase additional
securities to cover over-allotments, if any, at the initial public offering price (with an additional underwriting
commission), as may be set forth in the applicable prospectus supplements for such securities. If we grant any
over-allotment option, the terms of the option will be set forth in the applicable prospectus supplements for the
securities.

This prospectus may be delivered by underwriters and dealers in connection with short sales undertaken to hedge
exposures under commitments to acquire our securities to be issued on a delayed or contingent basis.

Investment dealers that participate in the distribution of the securities may be underwriters as defined in the Securities
Act. Any discounts or commissions that we pay them and any profit they receive when they resell the securities may
be treated as underwriting discounts and commissions under the Securities Act. We may have agreements with
investment dealers to indemnify them against certain civil liabilities, including liabilities under the Securities Act, to
contribute with respect to payments which they may be required to make in respect of such liabilities and to reimburse
them for certain expenses.

Investment dealers and their affiliates or associates, may engage in transactions with us or perform services for us in
the ordinary course of business and receive compensation from us.

                Each series of offered debt securities and preferred shares will be a new issue of securities and will have no
established trading market. Securities may or may not be listed on a national or foreign securities exchange or
automated quotation system. Our common shares are currently listed on the NYSE and the TSX under the trading
symbol �BNS�. Any underwriters or agents to whom securities are sold for public offering or sale may make, but are not
required to make, a market in the securities, and the underwriters or agents may discontinue making a market in the
securities at any time without notice. No assurance can be given as to the liquidity or the existence of trading markets
for any securities.

Any underwriters utilized may engage in stabilizing transactions and syndicate covering transactions in accordance
with Rule 104 of Regulation M under the Exchange Act. Stabilizing transactions permit bids to purchase the offered
securities or any underlying security so long as the stabilizing bids do not exceed a specified maximum. Syndicate
covering transactions involve purchases of securities in the open market after the distribution has been completed in
order to cover syndicate short positions. Such stabilizing transactions and syndicate covering transactions may cause
the price of the offered securities to be higher than would be the case in the absence of such transactions.
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Selling Restrictions Outside the United States

Except as described in an applicable prospectus supplement, the Bank has taken no action that would permit a public
offering of the securities or possession or distribution of this prospectus or any other offering material in any
jurisdiction outside the United States where action for that purpose is required. Accordingly, each underwriter will be
required to represent, warrant and agree, that it will comply with all applicable laws and regulations in force in any
jurisdiction in which it purchases, offers or sells securities or possesses or distributes this prospectus or any other
offering material and will obtain any consent, approval or permission required by it for the purchase, offer or sale by it
of securities under the laws and regulations in force in any jurisdiction to which it is subject or in which it makes such
purchases, offers or sales and the Bank shall have no responsibility in relation to this.

With regard to each security, the relevant purchaser will be required to comply with those restrictions that the Bank
and the relevant purchaser shall agree and as shall be set out in an applicable prospectus supplement.

Conflicts of Interest

Our affiliates, Scotia Capital Inc. (for distributions in Canada) and Scotia Capital (USA) Inc. (for distributions in the
U.S.), may participate in the distribution of the securities as an underwriter, dealer or agent. Scotia Capital (USA) Inc.,
a wholly owned subsidiary of Scotia Capital Inc., is a registered broker and dealer in securities with the U.S.
Securities and Exchange Commission under the Exchange Act. Scotia Capital Inc. is a Canadian investment dealer
(not registered in the United States). Any offering of securities in which Scotia Capital Inc. or Scotia Capital (USA)
Inc. participates will be conducted in compliance with the applicable requirements of FINRA Rule 5121. Scotia
Capital Inc. and Scotia Capital (USA) Inc. will not participate in the distribution of an offering of securities that do not
have a bona fide public market within the meaning of Rule 5121 or are not investment grade rated within the meaning
of Rule 5121 or securities issued pursuant to this prospectus in the same Series that have equal rights and obligations
as investment grade rated securities unless either (1) each member firm responsible for managing the public offering
does not have a conflict of interest within the meaning of Rule 5121, is not an affiliate of any member that does have a
conflict of interest, and meets the requirements of Rule 5121 with respect to disciplinary history or (2) a qualified
independent underwriter has participated in the preparation of the prospectus supplement or other offering document
for the offering of securities and has exercised the usual standards of due diligence with respect thereto. Neither Scotia
Capital Inc., Scotia Capital (USA) Inc. nor any other FINRA member participating in an offering of these securities
issued pursuant to this prospectus that has a conflict of interest will confirm initial sales to any discretionary accounts
over which it has authority without the prior specific written approval of the customer.

In compliance with the guidelines of FINRA, the maximum commission or discount to be received by the
participating FINRA members may not exceed 8% of the aggregate principal amount of securities offered pursuant to
this prospectus. We anticipate, however, that the maximum commission or discount to be received in any particular
offering of securities will be significantly less than this amount.

Market-Making Resale by Affiliates

This prospectus may be used by Scotia Capital Inc. (for market-making in Canada), Scotia Capital (USA) Inc. (for
market-making in the U.S.) or one or more of our affiliates in connection with offers and sales of the securities in
market-making transactions. In a market-making transaction, Scotia Capital Inc., Scotia Capital (USA) Inc. or one of
our affiliates may resell a security it acquires from other holders, after the original offering and sale of security.
Resales of this kind may occur in the open market or may be privately negotiated, at prevailing market prices at the
time of resale or at related or negotiated prices. In these transactions, Scotia Capital Inc., Scotia Capital (USA) Inc. or
one of our affiliates may act as principal or agent, including as agent for the counterparty in a transaction in which
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Scotia Capital Inc., Scotia Capital (USA) Inc. or one of our affiliates, as applicable, acts as principal, or as agent for
both counterparties in a transaction in which Scotia Capital Inc., Scotia Capital (USA) Inc. or such affiliate, as
applicable, does not act as principal. Scotia Capital Inc., Scotia Capital (USA) Inc. or one of our affiliates may receive
compensation in the form of discounts and commissions, including from both counterparties in some cases.

The securities to be sold in market-making transactions include securities to be issued after the date of this prospectus,
as well as securities previously issued. We do not expect to receive any proceeds from market-making transactions.
We do not expect that Scotia Capital Inc., Scotia Capital (USA) Inc. or any other affiliate that engages in these
transactions will pay any proceeds from its market-making resales to us.

Information about the trade and settlements dates, as well as the purchase price, for a market-making transaction will
be provided to the purchaser in a separate confirmation of sale.

Unless we or an agent informs you in your confirmation of sale that your security is being purchased in its original
offering and sale, you may assume that you are purchasing your security in a market-making transaction.
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LIMITATIONS ON ENFORCEMENT OF U.S. LAWS

AGAINST THE BANK, OUR MANAGEMENT AND OTHERS

The Bank is incorporated under the laws of Canada pursuant to the Bank Act. Substantially all of our directors and
executive officers, including many of the persons who signed the registration statement on Form F-3, of which this
prospectus forms a part, and some or all of the experts named in this document, reside outside the United States, and
all or a substantial portion of our assets and the assets of such persons are located outside the United States. As a
result, it may be difficult for you to affect service of process within the United States upon such persons, or to realize
upon judgments rendered against the Bank or such persons by the courts of the United States predicated upon, among
other things, the civil liability provisions of the federal securities laws of the United States. In addition, it may be
difficult for you to enforce, in original actions brought in courts in jurisdictions located outside the United States,
among other things, civil liabilities predicated upon such securities laws.

We have been advised by our Canadian counsel, Osler, Hoskin & Harcourt LLP, that a judgment of a United States
court predicated solely upon civil liability under such laws would probably be enforceable in Canada if the United
States court in which the judgment was obtained has a basis for jurisdiction in the matter that was recognized by a
Canadian court for such purposes. We have also been advised by such counsel, however, that there is substantial doubt
whether an original action could be brought successfully in Canada predicated solely upon such civil liabilities.

VALIDITY OF SECURITIES

The validity of the debt securities will be passed upon by Osler, Hoskin & Harcourt LLP, Toronto, Ontario, as to
matters of Canadian law and applicable matters of Ontario law, and by Allen  & Overy LLP, New York, New York, as
to matters of New York law.

EXPERTS

The consolidated financial statements of the Bank which comprise the consolidated statements of financial position as
at October 31, 2013, and October 31, 2012 and the consolidated statements of income, changes in shareholders� equity,
comprehensive income and cash flows for each of the years in the three year period ended October 31, 2013, and
management�s assessment of the effectiveness of internal control over financial reporting as of October 31, 2013 have
been incorporated by reference herein in reliance upon the reports of KPMG LLP, independent registered public
accounting firm, incorporated by reference herein and upon the authority of said firm as experts in accounting and
auditing.

OTHER EXPENSES OF ISSUANCE AND DISTRIBUTION

The following is a statement of the expenses (all of which are estimated), other than underwriting discounts and
commissions, to be incurred in connection with the issuance and distribution of the securities registered under the
registration statement of which this prospectus forms a part. Additional information about the estimated or actual
expenses in connection with a particular offering of securities under the shelf will be provided in the applicable
prospectus supplements.

Registration statement filing fee U.S.$ 813,400
Trustees� fees and expenses U.S.$ 5,000
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Legal fees and expenses U.S.$ 125,000
FINRA fees and expenses U.S.$ 225,500
Accounting fees and expenses U.S.$ 40,000
Printing costs U.S.$ 15,000
Miscellaneous U.S.$ 35,000

Total U.S.$ 1,258,900
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