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Avenida das Nações Unidas, 4777
São Paulo, SP � CEP 05477-000, Brazil

55-11-3443-9999
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CT Corporation System
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Copies to:
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     If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to Rule 415 under the
Securities Act of 1933, check the following box:     o
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     If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, check the following box
and list the Securities Act registration statement number of the earlier effective registration statement for the same offering.     o

     If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following box and list the
Securities Act registration statement number of the earlier effective registration statement for the same offering.     o

     If this Form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following box and list the
Securities Act registration statement number of the earlier effective registration statement for the same offering.     o

     If delivery of the prospectus is expected to be made pursuant to Rule 434, please check the following box.     o

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay its effective date until
the Registrant shall file a further amendment which specifically states that this Registration Statement shall thereafter become
effective in accordance with Section 8(a) of the Securities Act or until this Registration Statement shall become effective on such date
as the Commission, acting pursuant to said Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. We may not sell these securities until the registration statement filed
with the United States Securities and Exchange Commission is effective. This prospectus is not an offer to sell these securities and it is not
soliciting an offer to buy these securities in any state or jurisdiction where the offer or sale is not permitted.

SUBJECT TO COMPLETION, DATED                     , 2004

                                         Class A Preferred Shares

BRASKEM S.A.
(incorporated in the Federative Republic of Brazil)

In the form of American Depositary Shares

We are selling                     class A preferred shares in the form of American Depositary Shares, or ADSs. Each ADS represents 1,000
class A preferred shares.

We are selling                     ADSs in the United States and other countries outside Brazil through international underwriters named in this
prospectus. In addition, we are concurrently offering                     class A preferred shares in Brazil.

The ADSs are listed on The New York Stock Exchange under the symbol �BAK.� The last reported sale price of the ADSs on The New York
Stock Exchange on August 12, 2004 was US$20.75 per ADS. Our class A preferred shares are listed on the São Paulo Stock Exchange in lots of
1,000 shares under the symbol �BRKM5.� The closing price of our class A preferred shares on the São Paulo Stock Exchange on August 12, 2004
was R$63.31 per 1,000 class A preferred shares, which is equivalent to approximately US$20.89 per 1,000 class A preferred shares, based upon
an exchange rate of R$3.031 to US$1.00.

The international underwriters have an option to purchase a maximum of                      additional ADSs to cover over-allotments of ADSs.
The Brazilian underwriters also have an option to purchase a maximum of                      additional class A preferred shares to cover
over-allotments of class A preferred shares in the concurrent Brazilian offering.

Investing in the ADSs involves risks. See �Risk Factors� beginning on page 17.

Underwriting
Discounts and Proceeds to

Price to Public Commissions Braskem S.A.

Per ADS US$ US$ US$
Total US$ US$ US$

Delivery of the ADSs will be made on or about                     , 2004.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

Credit Suisse First Boston

Credit Suisse First Boston Unibanco

UBS Investment Bank
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PROSPECTUS SUMMARY

This summary highlights information presented in greater detail elsewhere in this prospectus. This summary is not complete and does not
contain all the information you should consider before investing in the ADSs. You should carefully read this entire prospectus before investing,
including �Risk Factors� and our financial statements. See �Presentation of Financial and Other Information� for information regarding our
financial statements, exchange rates, definitions of technical terms and other introductory matters.

Braskem

We are the leading petrochemical company in Latin America, based on average annual production capacity, and we are one of the five
largest Brazilian-owned private sector industrial companies, based on net sales revenue. We recorded net income of R$215.1 million in 2003 on
net sales revenue of R$10,135.8 million, in each case under Brazilian GAAP. We produce a diversified portfolio of petrochemical products and
have a strategic focus on polyethylene, polypropylene and polyvinylchloride, or PVC. We are the only Brazilian company with integrated first
and second generation petrochemical production facilities, and we have 13 plants in Brazil.

We have grown over the past three years primarily as the result of the integration of the operations of six Brazilian petrochemical
companies: our company, which was formerly named Copene Petroquímica do Nordeste S.A.; OPP Química S.A., or OPP Química; Polialden
Petroquímica S.A., or Polialden; Trikem S.A., or Trikem; Proppet S.A., or Proppet; and Nitrocarbono S.A., or Nitrocarbono. We have merged
with these companies, other than Polialden. Our business operations are organized into four business units, which correspond to our principal
production processes and products:

� Basic Petrochemicals, which accounted for R$4,765.3 million, or 47.8%, of the net sales revenue of all segments, including net sales to our
other business units, and had an operating margin of 10.5% in 2003;

� Polyolefins, which accounted for R$3,386.8 million, or 33.9%, of the net sales revenue of all segments and had an operating margin of
15.6% in 2003;

� Vinyls, which accounted for R$1,371.8 million, or 13.7%, of the net sales revenue of all segments and had an operating margin of 22.9%
in 2003; and

� Business Development, which accounted for R$455.3 million, or 4.6%, of the net sales revenue of all segments and had an operating
margin of 6.3% in 2003.
We believe the integration of the operations of the companies that formed our company has produced, and will continue to provide,

significant synergies and cost savings from reduced taxes, procurement and logistics expenses, general and administrative expenses and other
operating expenses. At June 30, 2004, we estimated that the implementation of our integration program will result in our achieving
R$314 million in annual recurring cost reductions as compared to costs that would have been incurred by our company and the companies that
we have acquired. However, we may not be able to realize the full benefit of the existing or future identified annual cost savings in upcoming
years.

Basic Petrochemicals Unit

At December 31, 2003, our Basic Petrochemicals facilities had one of the largest average annual production capacities of all first generation
producers in Latin America. Our Basic Petrochemicals Unit produces a broad range of basic petrochemicals, including:

� olefins, such as ethylene, polymer and chemical grade propylene, butadiene, isoprene and butenel; and

� aromatics, such as benzene, toluene, para-xylene and ortho-xylene.

The products of our Basic Petrochemicals Unit are used primarily in the manufacture of intermediate petrochemical products, including
those manufactured by our other business units. The operations of our

1
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Basic Petrochemicals Unit are conducted at facilities located in the petrochemical complex located in Camaçari in the State of Bahia, which we
refer to as the Northeastern Complex.

Polyolefins Unit

At December 31, 2003, our polyolefins production facilities had the largest average annual production capacity of all second generation
producers of polyolefins products in Brazil and elsewhere in Latin America. Our Polyolefins Unit produces:

� polyethylene, including low density polyethylene, or LDPE; linear low density polyethylene, or LLDPE; high density polyethylene, or
HDPE; and ultra high molecular weight polyethylene; and

� polypropylene.

Approximately two-thirds of our Polyolefins Unit�s sales volumes in 2003 was derived from the sale of polyethylene products, and the
remainder was derived from the sale of polypropylene products.

In 2003, we had an approximate 29% share of the Brazilian polyethylene market and an approximate 40% share of the Brazilian
polypropylene market, based on sales volumes.

We manufacture a broad range of polyolefins products for use in consumer and industrial applications, including plastic films for food and
industrial packaging; bottles, shopping bags and other consumer goods containers; automotive parts; and household appliances.

Our polyolefins products are manufactured in facilities located in the Northeastern Complex and in the petrochemical complex located in
Triunfo in the State of Rio Grande do Sul, which we refer to as the Southern Complex.

Vinyls Unit

We are the leading producer of PVC in Brazil, based on sales volumes in 2003. At December 31, 2003, our PVC production facilities had
the largest average annual production capacity of all second generation producers of PVC in Latin America.

Our Vinyls Unit is the only vertically integrated producer of PVC in Brazil. Our PVC production is integrated through our production of
chlorine and other raw materials. Our Vinyls Unit also manufactures caustic soda, which is used by producers of aluminum and paper; ethylene
dichloride, or EDC; and chlorine, which is used internally to manufacture EDC. Approximately two-thirds of our Vinyls Unit�s net sales revenue
in 2003 was derived from the sale of PVC products.

In 2003, we had an approximate 57% share of the Brazilian PVC market based on sales volumes. PVC is a versatile polymer. We
manufacture a broad range of PVC resins used in the manufacture of industrial products used in the construction industry, including pipes,
sheeting, flooring, fittings and wire and cable coverings; and household and other products, including plastic films and laminated sheets,
packaging materials, synthetic leather, window frames and bottles.

Our vinyls products are manufactured in facilities located in the States of Bahia, Alagoas and São Paulo.

Business Development Unit

The principal products of our Business Development Unit are polyethylene teraphthalate, or PET, and caprolactam. PET is used in
manufacturing packaging for soft drinks, medications, cleaning products, mineral water and food products, while caprolactam is used in
manufacturing Nylon-6 textile thread. Our Business Development Unit also manages certain of our equity investments.

In 2003, 37.8% of our Business Development Unit�s net sales revenue was derived from the sale of PET, and 45.9% was derived from the
sale of caprolactam. Our Business Development Unit conducts its manufacturing operations in two plants located in the Northeastern Complex.

2
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Jointly Controlled Companies

We own 29.5% of the voting and total share capital of Copesul � Companhia Petroquímica do Sul, or Copesul, the first generation producer
based in the Southern Complex. Copesul is the second largest first generation producer in Brazil, with an annual ethylene production capacity of
1,135,000 tons and an annual propylene production capacity of 581,000 tons. In 2003, Copesul�s net income on a consolidated basis was
R$149.9 million on net sales revenue of R$4,177.9 million, in each case as adjusted to conform to our accounting policies. We are required,
under Brazilian GAAP, to account for our interests in Copesul in our financial statements using the proportional consolidation method.

We also own 33.9% of the total share capital of Politeno Indústria e Comércio S.A., or Politeno, including 35.0% of its voting share capital.
Politeno is a second generation petrochemical producer operating in the Northeastern Complex. Politeno has an annual production capacity of
145,000 tons of LDPE, and an annual production capacity of 195,000 tons of LLDPE and HDPE. In 2003, Politeno�s net income was
R$67.2 million on net sales revenue of R$943.9 million. We are required, under Brazilian GAAP, to account for our interests in Politeno in our
financial statements using the proportional consolidation method.

Strategy and Challenges

Our vision is to strengthen our position as a world-class petrochemical company. We seek to reinforce our leading position in the Latin
American petrochemical market, with a strategic focus on polyethylene, polypropylene and PVC and integration with our production of ethylene
and propylene. Our business model focuses on enhancing shareholder value, with strategic drivers consisting of market leadership, cost
competitiveness and technological autonomy.

We are the first Brazilian company to integrate first and second generation petrochemical production facilities. Our competitive advantages
are derived from our leadership position in the Lain American market and our favorable cost structure, resulting from our production scale and
synergies realized from the integration process that formed our company.

The key elements of our strategy include:

� Focus on Customer Relationships � we seek to establish close, long-term relationships with our customers, which foster customer loyalty
during periods of lower demand.

� Pursuit of Selected Business Opportunities � we are pursuing business opportunities by developing new and specialized products.

� Expansion of Our Production Capacity � we plan to expand our production capacity, primarily through efficiency enhancements and by
modernizing our production technology.

� Continued Reductions in Operating Costs and Increases in Operating Efficiencies � we have an ongoing program to increase operating
efficiencies and to reduce operating costs.

� Commitment to Our Employees and Our Communities � we are focused on our human resources, which are vital to our competitiveness and
growth, and we are also committed to improving the quality of life in the communities in which our facilities are located.
We face numerous challenges and risks in operating our business and executing our strategy, many of which are outside our control.

Because approximately two-thirds of our consolidated cost of sales and services rendered are related to purchases of naphtha, increases in the
Amsterdam-Rotterdam-Antwerp market price of naphtha result in increases in the costs of our products, and we may not be able to recover these
costs through increases in our prices. In addition, our business is subject to risks that may arise from, among other factors, the cyclical nature of
our industry, currency fluctuations, debt service requirements on our existing indebtedness, and decisions rendered in pending legal proceedings
against us. For a more complete description of these risks and other risks relating to Brazil, our industry, our company and this offering, see �Risk
Factors.�

3
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Principal Shareholders

Our controlling shareholder is the Odebrecht Group, which is one of the 10 largest Brazilian-owned private sector conglomerates based
upon net sales revenue. The Odebrecht Group also controls Construtora Norberto Odebrecht S.A., one of the largest heavy construction and
engineering companies in Latin America. The Odebrecht Group, through Odebrecht S.A., or Odebrecht, and its wholly-owned subsidiary,
ODBPAR Investimentos S.A., or ODBPAR Investments, directly owns 38.5% of our total share capital, including 42.9% of our voting share
capital. In addition, the Odebrecht Group owns 50.1% of the voting share capital of Nordeste Química S.A. � Norquisa, or Norquisa, which owns
10.7% of our total share capital, including 29.4% of our voting share capital.

Petrobras Química S.A., or Petroquisa, a subsidiary of Petróleo Brasileiro S.A. � Petrobras, or Petrobras, which is Brazil�s national oil
company has an option exercisable through April 2005 to acquire from us, and in certain circumstances from the Odebrecht Group, a number of
our common and preferred shares that would provide it with the same equity participation in our voting and total shares as the participation
owned collectively by (1) the Odebrecht Group, (2) Petroquímica da Bahia S.A., or Petroquímica da Bahia, which together with its affiliates
form a group of companies controlled by the Mariani family, or the Mariani Group, and (3) Norquisa. Accordingly, Petroquisa may become one
of the principal shareholders in our company through exercise of this option. We cannot predict whether or not Petroquisa will exercise this
option.

The Odebrecht Group has entered into memoranda of understanding with (1) Petroquisa, (2) the pension fund of Banco do Brasil (Caixa de
Previdência dos Funcionários do Banco do Brasil), or Previ, and the pension fund of Petrobras (Fundação Petrobras de Seguridade Social
Petros), or Petros, and (3) Petroquímica da Bahia, a member of the Mariani Group and the controlling shareholder of Pronor Petroquímica S.A.,
or Pronor, with respect to, among other things, the voting and transfer of our shares.

4
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The following chart presents our current ownership structure. The percentages in bold italics represent the percentage of the voting share
capital owned directly by each shareholder, and the percentages not in bold italics represent the percentage of the total share capital owned by
each shareholder.

(1) Includes, in addition to direct shareholdings, 997,813 ADSs outstanding, representing 997,813,000 class A preferred shares, or 1.3% of our
total share capital.

(2) Pronor is controlled by Petroquímica da Bahia.

(3) Our subsidiary Copene Participações S.A. owns 0.3% of our total share capital, including 0.6% of our voting share capital.

Our registered office is at Rua Eteno, 1561, CEP 42810-000, Camaçari, Bahia, Brazil, and our telephone number at this address is
55-71-632-5102. Our principal executive office is at Avenida das Nações Unidas, 4777, São Paulo, SP, CEP 05477-000, Brazil, and our
telephone number at this address is 55-11-3443-9999.

5
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The Offering

Issuer Braskem S.A.

Global offering The global offering consists of the international offering and the Brazilian offering.

International offering                      ADSs, representing                     class A preferred shares, are being offered through the
international underwriters in the United States and other countries outside Brazil.

Brazilian offering Concurrently with the international offering, class A preferred shares are being offered by the
Brazilian underwriters in Brazil.

ADSs Each ADS represents 1,000 class A preferred shares. ADSs will be evidenced by American depositary
receipts, or ADRs.

Offering price The initial public offering price for the international offering is set forth on the cover page of this
prospectus. The offering price for the Brazilian offering is R$           per 1,000 class A preferred
shares, which is the approximate real equivalent of the offering price per ADS in the international
offering, based upon an exchange rate of R$          to US$1.00.

Over-allotment options We have granted the international underwriters an option to purchase an additional                     ADSs,
representing class A preferred shares, within 30 days from the date of this prospectus, solely to cover
over-allotments, if any. We have also granted the Brazilian underwriters an option to purchase a
maximum of                      class A preferred shares to cover over-allotments of class A preferred
shares, if any.

Use of proceeds We estimate that our net proceeds from the global offering will be approximately US$                    .
We intend to use the net proceeds from the global offering for general corporate purposes, including,
among others, working capital and repayment of short-term indebtedness.

Share capital before and after global
offering

Our share capital is divided into common shares and preferred shares. Our preferred shares are, in turn,
divided into class A preferred shares and class B preferred shares. Each share of our share capital
represents the same economic interest, except that the preferred shares are entitled to the preferences
described under �Description of Share Capital � Liquidation� and �Dividends and Dividend Policy �
Amounts Available for Distribution.�

Our outstanding share capital immediately before the global offering will consist of
76,568,187,272 shares, comprised of the following:

� 25,730,061,841 common shares;

� 50,608,970,631 class A preferred shares (excluding 621,887,272 shares held in treasury); and

� 229,154,800 class B preferred shares.
6
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Immediately after the global offering (and giving effect to a conversion of class A preferred shares
into common shares as required by Brazilian law), we will have                                class A preferred
shares outstanding and                     total shares outstanding, assuming no exercise of the underwriters�
over-allotment options.

Voting rights Holders of our class A preferred shares and, consequently, holders of the ADSs do not have voting
rights, except in very limited circumstances.

Dividends Under the Brazilian Corporation Law and our by-laws, we are required to distribute as dividends not
less than 25% of our annual net income, subject to adjustments and exceptions. We may also pay
dividends in the form of interest attributable to shareholders� equity in lieu of dividends. Brazilian
companies, including our company, are permitted to pay interest attributable to shareholders� equity as
a tax-efficient alternative form of dividends to shareholders. Under the terms of a shareholders
agreement, we are required, subject to certain limitations, to distribute at least 50% of our adjusted net
income in each fiscal year. Under the terms of certain of our debt obligations, we cannot distribute
more than 50% of our adjusted net income in any fiscal year.

We have not paid dividends since May 20, 2002 because of our accumulated deficit arising from net
losses in 2002. We expect to resume paying dividends, which may be in the form of interest
attributable to shareholders� equity, when we have retained earnings.

The holders of ADSs will be entitled to receive dividends to the same extent as the owners of our
class A preferred shares, subject to deduction of any fees and charges of the depositary for the ADSs.

Taxation Dividend distributions with respect to our class A preferred shares or ADSs are not currently subject to
withholding of Brazilian income tax. However, payment of interest attributable to shareholders� equity
(in lieu of dividends) currently is subject to withholding of Brazilian income tax. Gains from the sale
or other disposition of ADSs or class A preferred shares outside of Brazil by shareholders not
domiciled in Brazil could be subject to Brazilian income tax. For certain Brazilian and U.S. tax
consequences with respect to U.S. holders of our class A preferred shares or ADSs, see �Taxation.�

Lock-up agreements We have agreed with the underwriters, subject to certain exceptions, not to offer, sell, contract to sell,
grant an option to sell or otherwise dispose of, directly or indirectly, or file a registration statement
with the U.S. Securities and Exchange Commission, or SEC, or the Brazilian Securities Commission
(Comissão de Valores Mobiliários) relating to, any shares of our share capital or ADSs or securities
convertible into or exchangeable or exercisable for any shares of our share capital or ADSs or warrants
or other rights to purchase any shares of our share capital or ADSs, or publicly disclose the intention to
make any

7
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such offer, sale, disposition or filing, during the 120-day period following the date of this prospectus
without the prior written consent of Credit Suisse First Boston LLC, on behalf of the international
underwriters. The Odebrecht Group and our directors and executive officers have agreed to
substantially similar lock-up provisions, subject to some exceptions.

Listings The ADSs are listed on The New York Stock Exchange under the symbol �BAK.� Our class A preferred
shares are listed on the São Paulo Stock Exchange under the symbol �BRKM5� and on the LATIBEX
section of the Madrid Stock Exchange under the symbol �XBRK.�

ADR depositary The Bank of New York.

Risk factors See �Risk Factors� and the other information in this prospectus before investing in the ADSs or class A
preferred shares.

Expected timetable for the global offering (subject to change):

Commencement of marketing of the global offering , 2004
Announcement of offer price , 2004
Allocation of ADSs and class A preferred shares , 2004
Settlement and delivery of ADSs and class A preferred shares , 2004

Unless otherwise indicated, all information contained in this prospectus assumes no exercise of the international and Brazilian underwriters�
options to purchase a maximum of                      additional ADSs and                      additional class A preferred shares, respectively, to cover
over-allotments, if any.

8
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Summary Financial and Other Information

The following summary financial data has been derived from our financial statements.

The summary financial data at December 31, 2003 and 2002 and for the three years ended December 31, 2003 have been derived from our
consolidated and combined financial statements included in this prospectus. The summary financial data at December 31, 2001 has been derived
from our audited combined financial statements that are not included in this prospectus. The summary financial data at December 31, 2000 and
1999 and for the two years ended December 31, 2000 have been derived from audited financial statements of our company that are not included
in this prospectus.

The summary financial data at June 30, 2004 and for the six months ended June 30, 2004 and 2003 have been derived from our unaudited
condensed consolidated interim financial information included in this prospectus, which include, in the opinion of our management, all
adjustments necessary to present fairly our results of operations and financial condition at the dates and for the periods presented. The results for
the six months ended June 30, 2004 are not necessarily indicative of the results to be expected for the entire year ending December 31, 2004.

Our financial statements are prepared in accordance with Brazilian GAAP, which differs in significant respects from U.S. GAAP. For a
discussion of the significant differences relating to these financial statements and a reconciliation of net income (loss) and shareholders� equity
from Brazilian GAAP to U.S. GAAP, see note 29 to our audited consolidated and combined financial statements and note 21 to our unaudited
condensed consolidated interim financial financial information included in this prospectus.

This financial information should be read in conjunction with �Management�s Discussion and Analysis of Financial Condition and Results of
Operations� and our financial statements in this prospectus. All per thousand share data presented below for periods before October 21, 2003
have been adjusted to give effect to the 20-for-one share split that was effective on that date.

At and for the Six Months Ended
June 30, At and for the Year Ended December 31,

2004(1) 2004 2003 2003(1) 2003 2002 2001(2) 2000 1999

(in millions of (in millions of
US$, except US$, except (in millions of reais, except per thousand shares and
per thousand (in millions of reais, per thousand per ADS amounts and financial ratios)
shares and per except per thousand shares and per
ADS amounts shares and per ADS ADS amounts
and financial amounts and financial and financial

ratios) ratios) ratios)
Statement of
Operations Data
Brazilian GAAP:
Net sales revenue US$ 1,749.5 R$ 5,436.6 R$ 4,909.1 US$ 3,261.7 R$10,135.8 R$ 7,576.6 R$ 4,459.5 R$ 2,897.5 R$ 1,874.8
Cost of sales and
services rendered (1,319.0) (4,098.8) (3,935.8) (2,603.1) (8,089.3) (6,175.5) (3,637.6) (2,357.1) (1,344.1)

Gross profit 430.5 1,337.8 973.3 658.6 2,046.5 1,401.1 821.9 540.4 530.7
Selling and general
and administrative
expenses (87.0) (270.3) (205.8) (151.9) (471.9) (577.7) (210.3) (116.2) (101.7)
Investment in
associated
companies, net(3) (19.2) (59.9) (36.3) (50.9) (158.2) (251.7) (214.3) (3.6) 4.2
Depreciation and
amortization (51.0) (158.6) (78.7) (62.3) (193.5) (222.4) (111.3) (36.5) (36.1)
Financial expenses (432.7) (1,344.5) 286.3 (229.3) (712.6) (3,481.5) (801.2) (250.0) (346.6)
Financial income 76.5 237.7 (124.0) 2.9 9.0 619.6 294.7 178.6 173.2
Zero-rated IPI
credit � � � � � 1,030.1 � � �
Other operating
income (expenses) 13.2 41.0 13.1 16.0 49.7 102.6 103.3 (12.5) 5.5
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Operating income
(loss) (69.7) (216.8) 827.9 183.1 569.0 (1,379.9) (117.2) 300.2 229.2
Non-operating
expenses, net (0.5) (1.4) (19.9) (1.5) (4.8) (98.0) (120.8) (0.6) (9.1)

(Footnotes on pages after tables)
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At and for the Six Months Ended
June 30, At and for the Year Ended December 31,

2004(1) 2004 2003 2003(1) 2003 2002 2001(2) 2000 1999

(in
millions of

(in millions
of

US$,
except

US$,
except (in millions of reais, except per thousand shares and

per
thousand (in millions of reais, per

thousand per ADS amounts and financial ratios)

shares and
per except per thousand shares and

per
ADS

amounts shares and per ADS ADS
amounts

and
financial amounts and financial and

financial
ratios) ratios) ratios)

Income
(loss) before
income tax
and social
contribution
(current and
deferred) and
minority
interest (70.2) (218.2) 808.0 181.6 564.2 (1,477.9) (238.0) 299.6 220.1
Income tax
and social
contribution
(current and
deferred) (19.6) (61.0) (152.3) (39.6) (122.9) (89.8) (77.6) (73.3) (54.4)

Income
(loss) before
minority
interest (89.8) (279.2) 655.7 142.0 441.3 (1,567.7) (315.6) 226.3 165.7
Minority
interest (4.1) (12.8) (187.3) (72.8) (226.2) 189.0 (108.9) 1.3 0.2

Net income
(loss) for the
year or
period US$(93.9) R$ (292.0) R$ 468.4 US$ 69.2 R$ 215.1 R$ (1,378.7) R$ (424.5) R$ 227.6 R$ 165.9

Number of
shares
outstanding
at year or
period end,
excluding
treasury
shares (in
thousands):
Common
shares 25,730,062 24,521,820 25,608,114 24,521,820 12,933,860 12,933,860 12,933,860
Class A
preferred
shares 50,608,971 42,156,480 42,594,754 42,122,880 21,592,900 21,592,900 21,574,900
Class B
preferred
shares 229,155 229,155 229,155 229,155 229,155 229,155 229,155
Net income
(loss) per

US$(1.23) R$ (3.81) R$ 7.00 US$ 1.01 R$ 3.15 R$ (20.62) R$ (12.21) R$ 6.55 R$ 4.78
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thousand
shares at
year or
period end
Net income
(loss) per
ADS(4) at
year or
period end (1.23) (3.81) 7.00 1.01 3.15 (20.62) (12.21) 6.55 4.78
Dividends
declared per
thousand
shares:
Common
shares � � � � � 1.73 3.44 2.42
Class A
preferred
shares � � � � 0.52 2.08 3.44 2.42
Class B
preferred
shares � � � � 0.52 2.08 2.08 2.08
Dividends
declared per
ADS(4) � � � � 0.52 2.08 3.44 2.42
U.S. GAAP:
Net income
(loss) for the
year US$121.7 R$ 378.1 R$ (1,144.0) R$ (471.0)
Basic
earnings
(loss) per
thousand
shares
(weighted
average):
Common
shares 1.81 5.63 (47.71) (26.71)
Class A
preferred
shares 1.76 5.48 �  �
Class B
preferred
shares 0.56 1.74 �  �
Basic
earnings
(loss) per
ADS
(weighted
average)(4) 1.76 5.48 �  �

(Footnotes on pages after tables)
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At and for the Six Months Ended
June 30, At and for the Year Ended December 31,

2004(1) 2004 2003 2003(1) 2003 2002 2001(2) 2000 1999

(in millions of (in millions of
US$, except US$, except (in millions of reais, except per thousand shares and
per thousand (in millions of reais, per thousand per ADS amounts and financial ratios)
shares and

per except per thousand shares and
per

ADS amounts shares and per ADS ADS amounts
and financial amounts and financial and financial

ratios) ratios) ratios)
Diluted earnings
(loss) per thousand
shares (weighted
average):
Common shares US$ 1.80 R$ 5.58 R$ (47.71) R$ (26.71)
Class A
preferred shares 1.76 5.46 �  �
Class B
preferred shares 0.56 1.74 �  �

Diluted earnings
(loss) per ADS
(weighted
average)(4) 1.76 5.46 �  �
Balance Sheet
Data
Brazilian GAAP:
Cash, cash
equivalents and
other investments US$ 650.3 R$ 2,020.7 US$ 381.1 R$ 1,184.3 R$ 821.0 R$ 513.2 R$ 708.9 R$ 561.4
Trade accounts
receivable 435.2 1,352.5 391.4 1,216.2 959.0 484.1 231.6 188.6
Inventories 420.4 1,306.4 344.8 1,071.6 889.1 667.8 163.4 119.9
Property, plant and
equipment, net 1,686.5 5,240.8 1,619.3 5,032.0 5,296.7 4,429.7 1,969.0 1,977.2
Total assets 4,828.2 15,003.6 4,467.6 13,883.0 13,898.2 9,555.3 3,748.7 3,544.3
Short-term loans
and financing
(including current
portion of
long-term debt) 878.1 2,728.8 877.4 2,726.5 2,746.1 1,966.4 331.5 257.4
Short-term
debentures 188.0 584.1 112.3 349.0 32.1 26.2 � �
Short-term related
company debt � � 0.1 0.2 8.2 88.7 � �
Long-term loans
and financing 1,267.4 3,938.5 1,163.4 3,615.3 3,891.6 3,101.7 861.8 915.6
Long-term
debentures 581.9 1,808.3 367.8 1,143.0 1,190.2 473.6 � �
Long-term related
company debt 56.8 176.6 57.2 177.6 189.3 626.7 0.9 1.1
Minority interest 79.0 245.4 178.4 554.4 433.1 738.0 27.4 30.1
Share capital 705.4 2,192.0 607.4 1,887.4 1,845.4 1,201.6 1,203.9 1,203.9
Shareholders�
equity 684.0 2,125.6 679.8 2,112.6 1,821.8 1,729.0 2,267.8 2,085.3
U.S. GAAP:
Total assets US$3,558.6 R$11,058.2 R$10,531.7 R$7,803.0
Shareholders�
equity 2.5 7.8 (415.2) 291.4
Other Financial Information
Brazilian GAAP:
Net cash provided
by (used in):
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Operating
activities US$ 310.1 R$ 963.6 R$ 725.2 US$ 186.8 R$ 580.5 R$ 790.0 R$1,453.9 R$ 550.3 R$ 613.6
Investing
activities (155.9) (484.4) (158.1) (148.2) (460.4) (646.7) (862.2) (115.6) (34.6)
Financing
activities 229.3 712.5 (505.6) 118.4 367.8 (237.2) (404.9) (287.2) (210.7)

Capital
expenditures:
Property, plant
and equipment 36.7 114.1 80.5 69.1 214.7 419.9 318.0 18.4 48.0
Interest in other
companies 4.8 14.9 1.7 23.1 71.7 13.1 1,172.3 82.6 26.6

(Footnotes on pages after tables)
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At and for the Six Months Ended
June 30, At and for the Year Ended December 31,

2004(1) 2004 2003 2003(1) 2003 2002 2001(2) 2000 1999

(in millions of (in millions
of

US$, except US$, except (in millions of reais, except per thousand shares
and

per thousand (in millions of reais, per thousand per ADS amounts and financial ratios)

shares and per except per thousand shares and
per

ADS amounts shares and per ADS ADS
amounts

and financial amounts and financial and financial
ratios) ratios) ratios)

Other Information:
Net debt(5) US$ 2,203.3 R$6,846.6 R$5,810.7 US$2,024.1 R$6,289.7 R$6,878.4 R$4,742.3
EBITDA(5)(6) 688.8 2,140.5 2,365.4 581.9 1,808.4 2,062.7 707.7

Cash 69,635

Receivable for investments sold 3,100,776

Dividends and interest receivable 276,959

Prepaid expenses and other assets 174,666

Total Assets 451,274,419

Liabilities:
Payable for investments
purchased 7,495,121
Investment advisory fees payable
(Note 2) 1,054,873
Administration, co-administration
and custodian fees payable (Note
2) 109,592
Interest due on loan payable to
bank (Note 7) 103,745

Legal and audit fees payable 74,460
Directors' fees and expenses
payable (Note 2) 31,585
Accrued expenses and other
payables 42,434

Total Liabilities 8,911,810

Net assets $ 442,362,609

Net assets consists of:
Distributions in excess of net
investment income $ (1,200)
Accumulated net realized gain on
investments sold 26,161,668
Unrealized appreciation of
investments 70,241,110
Par value of Common Stock
(Note 4) 29,201
Paid-in Capital in excess of par
value of Common Stock 345,931,830

Total Net Assets $ 442,362,609
Net Asset Value,
$442,362,609/29,200,589
shares outstanding $ 15.15

See accompanying notes to financial statements. 7
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FIRST FINANCIAL FUND, INC.

Statement of Operations

Net Investment Income

For the
Year Ended

March 31, 2007

Investment Income:
Dividends from Unaffiliated Securities

(net of foreign withholding taxes

of $56,851) $ 5,899,440

Dividends from Affiliated Securities 564,971

Interest 1,375,932

Total Investment Income: 7,840,343

Expenses:

Investment advisory fee (Note 2) 3,928,198
Administration, co-administration and

custodian fees (Note 2) 1,091,446

Legal and audit fees 205,839

Directors fees and expenses (Note 2) 124,024
Interest on outstanding loan

payable (Note 7) 114,328

Insurance expenses 80,532

Printing fees 14,104

Other 72,886

Total Expenses 5,631,357

Net Investment Income 2,208,986
Realized and Unrealized
Gain/(Loss) on Investments:
Net realized gain/(loss) on:

Securities 49,278,861

Foreign currency related transactions (80,044)

49,198,817
Net change in unrealized appreciation/

(depreciation) of:

Securities (20,029,576)

Foreign currency related transactions 4,479

(20,025,097)
Net Realized and Unrealized Gain
On Investments 29,173,720
Net Increase in Net Assets
Resulting From Operations $ 31,382,706

FIRST FINANCIAL FUND, INC.

Statement of Changes in Net Assets

Increase/(Decrease) in
Net Assets

Year Ended
March 31,
2007

Year Ended
March 31,
2006

Operations:

Net investment income $ 2,208,986 $ 6,384,537
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Net realized gain on

investments sold during

the year 49,198,817 58,998,494
Net change in unrealized

appreciation of investments

during the year (20,025,097) (3,459,059)
Net increase in net assets

resulting from operations 31,382,706 61,923,972
Dividends paid from net

investment income (5,612,379) (4,612,377)
Distributions paid from net

realized capital gains to

stockholders (40,128,513) (90,402,586)
Net asset value of shares

issued in connection with

the reinvestment of

dividends from net

investment income and

distributions from net

realized gains (1,138,692

and 4,998,925 shares

issued, respectively) 17,046,183 74,134,047
Net increase in net assets for

the year 2,687,997 41,043,056

Net Assets:
Beginning of year 439,674,612 398,631,556
End of year (including

undistributed net investment

income (distributions in

excess of) of $(1,200) and

$2,797,722, respectively) $ 442,362,609 $ 439,674,612

See accompanying notes to financial statements. 8
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Financial Highlights  FIRST FINANCIAL FUND, INC.

Contained below is selected data for a share of common stock outstanding, total investment return, ratios to average net assets and other
supplemental data for the year indicated. This information has been determined based upon information provided in the financial statements and

market price data for the Fund's shares.

Year Ended March 31,

2007 2006 2005 2004 2003

OPERATING PERFORMANCE:
Net asset value, beginning of
year $ 15.67 $ 17.28 $ 19.24 $ 14.40 $ 15.46

Net investment income 0.08 0.15 0.38 0.15 0.16
Net realized and unrealized gain
on investments 1.03 2.36 2.74 7.36 1.72
Total from investment
operations 1.11 2.51 3.12 7.51 1.88

DISTRIBUTIONS:
Dividends paid from net
investment income to
stockholders (0.20) (0.20) (0.38) (0.16) (0.17)
Distributions paid from net
realized capital gains (1.43) (3.92) (4.72) (2.59) (2.80)

Total distributions (1.63) (4.12) (5.10) (2.75) (2.97)
Accretive Impact of Capital
Share Transactions � � 0.02 � �
Net Increase resulting from
Fund Share repurchase � � � 0.08 0.03

Net asset value, end of year (a) $ 15.15 $ 15.67 $ 17.28 $ 19.24 $ 14.40
Market price per share, end of
year (a) $ 14.25 $ 16.51 $ 18.02 $ 18.30 $ 13.97
TOTAL INVESTMENT
RETURN BASED
ON MARKET VALUE (b) (4.28)% 17.07% 24.41% 51.96% 8.24%

RATIOS AND SUPPLEMENTAL DATA:
Ratio of operating expense to
average net assets 1.26% 1.01% 1.03% 1.09% 1.27%
Ratio of operating expenses
including interest expense to
average

net assets 1.28% 1.02% 1.06% 1.10% 1.29%
Ratio of net investment income
to average net assets 0.50% 1.54% 1.94% 0.86% 0.99%

Portfolio turnover rate 55% 70% 79% 87% 74%
Net assets, end of the year (in
000's) $ 442,363 $ 439,675 $ 398,632 $ 438,573 $ 339,389
Number of shares outstanding at
the end of year (in 000's) 29,201 28,062 23,063 22,791 23,576

(a) NAV and Market Value are published in The Wall Street Journal each Monday.

(b) Total investment return is calculated assuming a purchase of common stock at the current market value on the first day and a sale at the current market value
on the last day of each period reported. Dividends and distributions are assumed for purposes of calculation to be reinvested at prices obtained under the dividend
reinvestment plan. The calculation does not reflect brokerage commissions.

See accompanying notes to financial statements. 9
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Notes to Financial Statements  FIRST FINANCIAL FUND, INC.

Note 1. Significant Accounting Policies

First Financial Fund, Inc. (the "Fund") was incorporated in Maryland on March 3, 1986, as a closed-end, diversified management investment
company. The Fund's primary investment objective is to achieve long-term capital appreciation with the secondary objective of current income
by investing, under normal conditions, at least 65% of its assets in financial services companies, except for temporary or defensive purposes. In
addition, pursuant to a non-fundamental investment policy adopted by the Fund, under normal conditions it invests at least 80% of its assets in

securities issued by financial service companies. The 80% non-fundamental policy may be changed upon 60-days advance notice to
stockholders. "Financial service companies" include savings and banking institutions, mortgage banking institutions, real estate investment
trusts, consumer finance companies, credit collection and related service companies, insurance companies, security and commodity brokerage

companies, investment advisory firms and financial conglomerates, and holding companies of any of these companies.

The following is a summary of significant accounting policies followed by the Fund in the preparation of its financial statements. The
preparation of financial statements in accordance with generally accepted accounting principles in the United States of America, which requires
management to make estimates and assumptions that affect the reported amounts and disclosures in the financial statements. Actual results could

differ from those estimates.

Securities Valuation: Securities for which market quotations are readily available (including securities listed on national securities exchanges
and those traded over-the-counter) are valued at the last quoted sales price on the valuation date on which the security is traded. If such securities
were not traded on the valuation date, but market quotations are readily available, they are valued at the most recently quoted bid price provided
by an independent pricing service or by principal market makers. Securities traded on NASDAQ are valued at the NASDAQ Official Closing
Price ("NOCP"). Where market quotations are not readily available or where the pricing agent or market maker does not provide a valuation or
methodology, or provides a valuation or methodology that, in the judgment of the adviser, does not represent fair value ("Fair Value Securities"),

securities are valued at fair value by a Pricing Committee appointed by the Board of Directors, in consultation with the adviser. In such
circumstances, the adviser makes an initial written recommendation to the Pricing Committee regarding valuation methodology for each Fair
Value Security. Thereafter, the adviser conducts periodic reviews of each Fair Value Security to consider whether the respective methodology
and its application is appropriate and recommends methodology changes when appropriate. Prior to implementation, the Pricing Committee
reviews and makes a determination regarding each initial methodology recommendation and any subsequent methodology changes. All

methodology recommendations and any changes are reviewed by the entire Board of Directors on a quarterly basis.

Short-term securities which mature in more than 60 days are valued at current market quotations. Short-term securities which mature in 60 days
or less are valued at amortized cost, which approximates fair value.

Repurchase Agreements: The Fund may enter into repurchase agreement transactions with United States financial institutions. It is the Fund's
policy that its custodian take possession of the underlying collateral securities, the value of which exceeds the principal amount of the repurchase

transaction, including accrued interest. To the extent that any repurchase transaction exceeds one business day, the value of the collateral is
marked-to-market on a daily basis to maintain the adequacy of the collateral. The value of the collateral at the time of the execution must be at
least equal to 102% of the total amount of the repurchase obligations, including interest. If the seller defaults, and the value of the collateral

declines or if bankruptcy proceedings are commenced with respect to the seller of the security, realization of the collateral by the Fund may be
delayed or limited.

Foreign Currency Translation: The books and records of the Fund are maintained in US dollars. Foreign currencies, investments and other
assets and liabilities denominated in foreign currencies are translated into US dollars at the exchange rate prevailing at the end of the period, and
purchases and sales of investment securities, income and expenses transacted in foreign currencies are translated at the exchange rate on the

dates of such transactions. Foreign currency gains and losses result from fluctuations in exchange rates between trade date and settlement date on
securities transactions, foreign currency transactions and the difference between the amounts of interest and dividends recorded on the books of
the Fund and the amounts actually received. The portion of foreign currency gains and losses related to fluctuation in the exchange rates between

the initial purchase trade date and subsequent sale trade date is included in gains and losses on investment securities sold.

10
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Notes to Financial Statements  FIRST FINANCIAL FUND, INC.

Securities Transactions and Net Investment Income: Securities transactions are recorded on the trade date. Realized gains or losses on sales of
securities are calculated on the identified cost basis. Dividend income is recorded on the ex-dividend date, or for certain foreign securities, when

the information becomes available to the portfolios. Interest income including amortization of premium and accretion of discount on debt
securities, as required, is recorded on the accrual basis, using the effective interest method.

Dividend income from investments in real estate investment trusts ("REITs") is recorded at management's estimate of the income included in
distributions received. Distributions received in excess of this amount are recorded as a reduction of the cost of investments. The actual amounts

of income and return of capital are determined by each REIT only after its fiscal year-end, and may differ from the estimated amounts.

Federal Income Taxes: The Fund intends to qualify as a registered investment company ("RIC") by complying with the requirements under
subchapter M of the Internal Revenue Code of 1986, as amended, applicable to RICs and intends to distribute substantially all of its taxable net

investment income to its stockholders. Therefore, no Federal income tax provision is required.

Income and capital gain distributions are determined and characterized in accordance with income tax regulations, which may differ from
generally accepted accounting principles. These differences are primarily due to (1) differing treatments of income and gains on various

investment securities held by the Fund, including timing differences and (2) the attribution of expenses against certain components of taxable
investment income. The Internal Revenue Code of 1986, as amended, imposes a 4% nondeductible excise tax on the Fund to the extent the Fund
does not distribute by the end of any calendar year at least (1) 98% of the sum of its net investment income for that year and its capital gains

(both long-term and short-term) for its fiscal year and (2) certain undistributed amounts from previous years.

Dividends and Distributions to Stockholders: The Fund expects to declare and pay dividends from net investment income and distributions of
net realized capital gains, if any, annually. Dividends and distributions to stockholders, which are determined in accordance with federal income
tax regulations and which may differ from generally accepted accounting principles, are recorded on the ex-dividend date. Permanent book/tax

differences related to income and gains are reclassified to paid-in-capital when they arise.

Note 2. Agreements

Wellington Management Company, LLP serves as the investment adviser (the "Investment Adviser") and makes investment decisions on behalf
of the Fund. As of July 24, 2006, the Fund pays the Investment Adviser a quarterly fee at the following annualized rates: 1.125% of the Fund's
average month-end net assets ("Net Assets") up to and including $150 million; 1.000% on Net Assets on the next $150 million; and 0.875% on
Net Assets in excess of $300 million. Prior to July 24, 2006, the Fund paid the Investment Adviser a quarterly fee at the following annualized
rates: 0.75% of the Fund's average month-end net assets up to and including $50 million, and 0.625% of such assets in excess of $50 million.

Fund Administrative Services, LLC ("FAS"), serves as the Fund's Co-Administrator. Under the Administration Agreement, FAS provides
certain administrative and executive management services to the Fund which include: providing the Fund's principal offices and executive

officers, overseeing and administering all contracted service providers, making recommendations to the Board regarding policies of the Fund,
conducting stockholder relations, authorizing expenses, and other administrative tasks. The Fund pays FAS a monthly fee, calculated at an

annual rate of 0.20% of the value of the Fund's average monthly net assets up to $250 million; 0.18% of the Fund's average monthly net assets
on the next $150 million; and 0.15% of the value of the Fund's average monthly net assets over $400 million. The equity owners of FAS are

Evergreen Atlantic, LLC, a Colorado limited liability company ("EALLC") and the Lola Brown Trust No. 1B (the "Lola Trust"). The Lola Trust
is a stockholder of the Fund, and the Lola Trust and EALLC are considered to be "affiliated persons" of the Fund as that term is defined in the

Investment Company Act of 1940, as amended, (the "1940 Act").

The Fund pays each Director who is not a director, officer or employee of the Investment Adviser or FAS a fee of $8,000 per annum, plus
$4,000 for each in-person meeting of the Board of Directors and $500 for each telephone meeting. In addition, the Chairman of the Board and
the Chairman of the Audit Committee receive $1,000 per meeting and each member of the Audit Committee receives $500 per meeting. The

Fund will also reimburse all non-interested Directors for travel and out-of-pocket expenses incurred in connection with such meetings.

Investors Bank & Trust Company ("Investors Bank") serves as the Fund's Co-Administrator and Custodian. As compensation for its services,
Investors Bank receives certain out-of-pocket expenses, transaction fees and
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Notes to Financial Statements  FIRST FINANCIAL FUND, INC.

asset-based fees, which are accrued daily and paid monthly. The Fund pays Investors Bank an annualized fee of 0.058% of the Fund's average
monthly net assets for the first $300 million and 0.04% for average monthly net assets over $300 million, in addition to any out-of-pocket and

transaction fees.

EquiServe Trust Company, N.A. ("EquiServe"), a wholly owned subsidiary of Computershare, serves as the Fund's Common Stock servicing
agent ("Transfer Agent"), dividend-paying agent and registrar, and as compensation for EquiServe's services as such, the Fund pays EquiServe a

monthly fee plus certain out-of-pocket expenses.

Note 3. Purchases and Sales of Securities

Cost of purchases and proceeds from sales of securities for the year ended March 31, 2007 excluding short-term investments, aggregated
$243,218,916 and $271,083,763, respectively.

As of March 31, 2007, based on cost of $377,500,246 for federal income tax purposes, aggregate gross unrealized appreciation for all securities
in which there is an excess of value over tax cost was $86,540,683 and aggregate gross unrealized depreciation for all securities in which there is

an excess of tax cost over value was $16,388,546.

Note 4. Capital

As of March 31, 2007, 50,000,000 of $0.001 par value Common Stock were authorized and 29,200,589 shares were issued and outstanding.

Note 5. Share Repurchase Program

In accordance with Section 23 (c) of the 1940 Act, the Fund may, from time to time, repurchase shares of the Fund in the open market at the
option of the Board of Directors and upon such terms as the Directors shall determine.

For the years ended March 31, 2007 and 2006, the Fund did not repurchase any of its own shares.

Note 6. Significant Stockholders

As of March 31, 2007, the Lola Trust and other entities affiliated with Stewart R. Horejsi and the Horejsi family owned 10,204,417 shares of
Common Stock of the Fund, representing 34.95% of the total Fund shares outstanding.

Note 7. Borrowings

A loan and pledge agreement (the "Agreement") between the Fund and the Custodial Trust Company of Bear Stearns was reached, in which the
Fund may borrow from the Custodial Trust Company an aggregate amount of up to the lesser of $50,000,000 or the maximum the Fund is
permitted to borrow under the 1940 Act. For the year ended March 31, 2007, the Fund had an outstanding loan for 65 days, with an average
balance of $10,000,000, at an average rate of 6.33% and incurred $114,328 of interest expense. For the year ended March 31, 2006, the Fund
had an outstanding loan for 73 days, with an average balance of $5,000,000, at an average rate of 4.53% and incurred $45,934 of interest

expense.

Note 8. Distributions and Tax Information

Income distributions and capital gain distributions are determined in accordance with income tax regulations, which may differ from generally
accepted accounting principles. The character of distributions paid on a tax basis during the year ending March 31, 2007 and March 31, 2006 is

as follows:

Year Ended
March
2007

Year Ended
March
2006

Distributions paid from:

Ordinary Income $ 12,627,853 $ 24,676,216
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Long-term capital gain 33,113,039 70,338,747

$ 45,740,892 $ 95,014,963

As of March 31, 2007, the components of distributable earnings on a tax basis were as follows:

Undistributed Ordinary Income $ 4,559,197

Unrealized Long-term capital gain 21,701,593

Unrealized Appreciation 70,141,988

$ 96,402,778

The Fund had other losses and temporary differences of $(1,200).

Net investment income and realized gain and loss for federal income tax purposes differ from that reported in the financial statements because of
permanent and temporary book differences. These differences are primarily related to wash sales (temporary), nontaxable distributions received
from REITs (temporary), and foreign exchange gain/loss reclasses (permanent) only. Permanent book and tax differences of ($604,471) were
reclassified from undistributed net investment income to accumulated gain at March 31, 2007 for First Financial Fund, Inc. The reclassification

had no impact to net asset value.
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Notes to Financial Statements  FIRST FINANCIAL FUND, INC.

Note 9. Transactions With Affiliated Companies

Transactions during the period with companies in which the Fund owned at least 5% of the voting securities were as follows:

Name of
Affiliate

Beginning
Share Balance

Ending
Share Balance

Dividend
Income

Market
Value

Broadway Financial Corporation 129,280 129,280 25,856 1,360,026

CCF Holding Company 227,210 340,815 69,867 6,751,545

Perpetual Federal Savings Bank 165,930 165,930 165,932 4,256,105

Redwood Financial, Inc. 40,650 40,650 � 711,375

River Valley Bancorp 90,000 90,000 71,100 1,606,500

Third Century Bancorp 110,500 110,500 238,680 1,303,900

Note 10. Recently Issued Accounting Pronouncement

In June 2006, the Financial Accounting Standards Board ("FASB") issued FASB Interpretation No. 48, ("FIN 48") "Accounting for Uncertainty
in Income Taxes � an interpretation of FASB Statement No. 109". FIN 48 clarifies the accounting for uncertainty in income taxes recognized in

accordance with FASB Statement No. 109, "Accounting for Income Taxes." This interpretation prescribes a recognition threshold and
measurement attribute for the financial statement recognition and measurement of a tax position taken or expected to be taken in a tax return. It
also provides guidance on de-recognition, classification, interest and penalties, accounting in interim periods, disclosure and transition. FIN 48 is
effective for fiscal years beginning after December 15, 2006. The Fund is currently evaluating the impact of applying the various provisions of

FIN 48.

In September 2006, the Financial Accounting Standards Board (FASB) issued Statement of Financial Accounting Standards No. 157, "Fair
Value Measurements" (SFAS No. 157). SFAS No. 157 defines fair value, establishes a framework for measuring fair value in accordance with
generally accepted accounting principles and expands disclosure about fair value measurements. SFAS No. 157 is effective for fiscal years
beginning after November 15, 2007. Management is currently evaluating the impact the adoption of SFAS No. 157 will have on the Fund's

financial statement disclosures.

In February 2007, the Financial Accounting Standards Board (FASB) issued Statement of Financial Accounting Standards (SFAS) No. 159,
"The Fair Value Option for Financial Assets and Financial Liabilities � including an amendment of FASB Statement No. 115." SFAS No. 159
permits entities to elect to measure certain financial assets and liabilities at fair value. Unrealized gains and losses on items for which the fair

value option has been elected will be reported in earnings at each subsequent reporting date. SFAS No. 159 is effective as of the beginning of the
first fiscal year that begins after November 15, 2007. Management is currently evaluating the impact the adoption of SFAS No. 159 will have on

the Fund's financial statements.

Note 11. Significant Events

At a board meeting held on July 24, 2006, the Audit Committee selected and the Board ratified Deloitte & Touche LLP as the Fund's
independent registered public accounting firm to replace KPMG LLP (KPMG).

The reports of the financial statements audited by KPMG for the Fund for the past 3 years did not contain an adverse opinion or disclaimer of
opinion, and were not qualified or modified as to uncertainty, audit scope or accounting principles. There were no disagreements between the
Fund and KPMG on any matters of accounting principles or practices, financial statement disclosure, or auditing scope or procedures, which

disagreements, if not resolved to the satisfaction of KPMG would have caused it to make reference to the subject matter of the disagreements in
connection with its reports on the financial statements of such years.
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Report of Independent Registered Public Accounting Firm  FIRST FINANCIAL FUND, INC.

The Board of Directors and Stockholders
First Financial Fund, Inc.

We have audited the accompanying statement of assets and liabilities of the First Financial Fund, Inc. (the "Fund") including the portfolio of
investments as of March 31, 2007, and the related statements of operations and the statement of changes in net assets for the year then ended,

and financial highlights for the year then ended. These financial statements and financial highlights are the responsibility of the Fund's
management. Our responsibility is to express an opinion on these financial statements and financial highlights based on our audit. The statement
of changes in net assets for the Fund for the year ended March 31, 2006 and the financial highlights for the four year period ended March 31,
2006, were audited by other auditors whose report, dated May 22, 2006, expressed an unqualified opinion on the statement of changes in net

assets and financial highlights.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements and financial highlights are free
of material misstatement. The Company is not required to have, nor were we engaged to perform, an audit of its internal control over financial

reporting. Our audit included consideration of internal control over financial reporting as a basis for designing audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company's internal control over
financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the

amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. Our procedures included confirmation of securities owned as of March 31, 2007,
by correspondence with the custodian and brokers; where replies were not received from brokers, we performed other auditing procedures. We

believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements and financial highlights referred to above present fairly, in all material respects, the financial position of
the Fund as of March 31, 2007, and the results of its operations, the changes in its net assets, and the financial highlights for the year then ended

in conformity with accounting principles generally accepted in the United States of America.

/s/ DELOITTE & TOUCHE LLP
Denver, Colorado
May 24, 2007
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Additional Information (Unaudited)  FIRST FINANCIAL FUND, INC.

Portfolio Information. The Fund files its complete schedule of portfolio holdings with the Securities and Exchange Commission ("SEC") for
the first and third quarters of each fiscal year on Form N-Q. The Fund's Form N-Q is available (1) on the Fund's website located at

http://www.firstfinancialfund.com; (2) on the SEC's website at http://www.sec.gov; or (3) for review and copying at the SEC's Public Reference
Room ("PRR") in Washington, DC. Information regarding the operation of the PRR may be obtained by calling 1-800-SEC-0330.

Proxy Information. The policies and procedures used to determine how to vote proxies relating to portfolio securities held by the Fund are
available on the Fund's website located at http://www.firstfinancialfund.com. Information regarding how the Portfolio voted proxies relating to

portfolio securities during the most recent twelve-month period ended June 30 is available at http://www.sec.gov.

Senior Officer Code of Ethics. The Fund files a copy of its code of ethics that applies to the registrant's principal executive officer, principal
financial officer or controller, or persons performing similar functions (the "Senior Officer Code of Ethics"), with the SEC as an exhibit to its

annual report on Form N-CSR. The Fund's Senior Officer Code of Ethics is available on the Fund's website located at
http://www.firstfinancialfund.com.

Privacy Statement. Pursuant to SEC Regulation S-P (Privacy of Consumer Financial Information) the Directors of the First Financial Fund, Inc.
(the "Fund") have established the following policy regarding information about the Fund's stockholders. We consider all stockholder data to be

private and confidential, and we hold ourselves to the highest standards in its safekeeping and use.

General Statement. The Fund may collect nonpublic information (e.g., your name, address, email address, Social Security Number, Fund
holdings (collectively, "Personal Information")) about stockholders from transactions in Fund shares. The Fund will not release Personal

Information about current or former stockholders (except as permitted by law) unless one of the following conditions is met: (i) we receive your
prior written consent; (ii) we believe the recipient to be you or your authorized representative; (iii) to service or support the business functions of
the Fund (as explained in more detail below), or (iv) we are required by law to release Personal Information to the recipient. The Fund has not
and will not in the future give or sell Personal Information about its current or former stockholders to any company, individual, or group (except

as permitted by law) and as otherwise provided in this policy.

In the future, the Fund may make certain electronic services available to its stockholders and may solicit your email address and contact you by
email, telephone or US mail regarding the availability of such services. The Fund may also contact stockholders by email, telephone or US mail

in connection with these services, such as to confirm enrollment in electronic stockholder communications or to update your Personal
Information. In no event will the Fund transmit your Personal Information via email without your consent.

Use of Personal Information. The Fund will only use Personal Information (i) as necessary to service or maintain stockholder accounts in the
ordinary course of business and (ii) to support business functions of the Fund and its affiliated businesses. This means that the Fund may share
certain Personal Information, only as permitted by law, with affiliated businesses of the Fund, and that such information may be used for

non-Fund-related solicitation. When Personal Information is shared with the Fund's business affiliates, the Fund may do so without providing
you the option of preventing these types of disclosures as permitted by law.

Safeguards regarding Personal Information. Internally, we also restrict access to Personal Information to those who have a specific need for the
records. We maintain physical, electronic, and procedural safeguards that comply with Federal standards to guard Personal Information. Any

doubts about the confidentiality of Personal Information, as required by law, are resolved in favor of confidentiality.
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Additional Information (Unaudited)  FIRST FINANCIAL FUND, INC.

Tax Information. For the calendar year ended December 31, 2006, the Fund made one dividend distribution on December 27, 2006 of $1.63 per
share. The distribution consisted of $1.18 of long-term capital gains, $0.25 of short-term capital gains, and $0.20 per share of net investment
income. Of the $0.20 per share of net investment income 41.48%, or $.08 per share, qualify for the D.R.D. and 50.41% qualifies for the 15%

Qualified Dividend Income ("QDI") tax rate.

Of the ordinary income (including short-term capital gain) distributions made by the Fund during the fiscal year ended March 31, 2007, 41.48%
qualify for the dividend received deduction available to stockholders.

The amount of long-term capital gains paid for the fiscal year ended March 31, 2007 were $33,113,039.

For the fiscal year ended March 31, 2007, 50.41% of the taxable investment income qualifies for the 15% dividend tax rate.

Dividend Reinvestment Plan Shareholders may elect to have all distributions of dividends and capital gains automatically reinvested in Fund
shares (the "shares") pursuant to the Fund's Dividend Reinvestment Plan (the "Plan"). Shareholders who do not participate in the Plan will

normally receive all distributions in cash paid by check in United States dollars mailed directly to the shareholders of record (or if the shares are
held in street name or other nominee name, then to the nominee) by the custodian, as dividend disbursing agent, unless the Fund declares a

distribution payable in shares, absent a shareholder's specific election to receive cash.

Equiserve Trust Company, N.A. (the "Plan Agent") serves as agent for the shareholders in administering the Plan. After the Fund declares a
dividend or a capital gains distribution, if (1) the market price is lower than net asset value, the participants in the Plan will receive the

equivalent in shares valued at the market price determined as of the time of purchase (generally, following the payment date of a dividend or
distribution); or if (2) the market price of shares on the payment date of the dividend or distribution is equal to or exceeds their net asset value,

participants will be issued shares at the higher of net asset value or 95% of the market price. If the Fund declares a dividend or other
distributions payable only in cash and the net asset value exceeds the market price of shares on the valuation date, the Plan Agent will, as agent
for the participants, receive the cash payment and use it to buy shares on the open market. If, before the Plan Agent has completed its purchases,
the market price exceeds the net asset value per share, the Plan Agent will halt open-market purchases of the Fund's shares for this purpose, and
will request that the Fund pay the remainder, if any, in the form of newly-issued shares. The Fund will not issue shares under the Plan below net

asset value.

There is no charge to participants for reinvesting dividends or capital gain distributions, except for certain brokerage commissions, as described
below. The Plan Agent's fees for the handling of the reinvestment of dividends will be paid by the Fund. There will be no brokerage

commissions charged with respect to shares issued directly by the Fund. However, each participant will pay a pro rata share of brokerage
commissions incurred with respect to the Plan Agent's open market purchase in connection with the reinvestment of dividends and distributions.
The automatic reinvestment of dividends and distributions will not relieve participants of any federal income tax that may be payable on such

dividends or distributions.

The Fund reserves the right to amend or terminate the Plan upon 90 Days' written notice to shareholders of the Fund.

Participants in the Plan may withdraw from the Plan upon written notice to the Plan Agent or by telephone in accordance with specific
procedures and will receive certificates for whole shares and cash for fractional shares.

All correspondence concerning the Plan should be directed to the Plan Agent, Equiserve Trust Company, N.A., P.O. Box 43011, Providence, RI
02940-3011.
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Management of the Fund (Unaudited)  FIRST FINANCIAL FUND, INC.

Information About Directors and Officers

Set forth in the following table is information about the Directors of the Fund, together with their address, age, position with the Fund, term in
office, length of time served and principal occupation during the last five years.

Name,
Address*,

Age

Position, Length of
Term Served, and
Term of Office

Principal Occupation(s) and Other
Directorships held During the Past Five Years

Number of Funds
in Fund Complex
Overseen by
Director

Independent Directors

Richard I.
Barr
Age: 69

Director of the Fund since 2001. Current
term expires at the 2007 Annual Meeting.

Retired. Manager, Advantage Sales and Marketing, Inc. (food and
beverage), 1963-2001; Director, Boulder Total Return Fund, Inc.,
since 1999 and Chairman of the Board since 2003; Director,
Boulder Growth & Income Fund, Inc., since 2002.

3

Dr. Dean L.
Jacobson
Age: 68

Director of the Fund since 2003. Current
term expires at the 2007 Annual Meeting.

Founder and President of Forensic Engineering, Inc. (engineering
investigations); Professor Emeritus at Arizona State University,
since 1997; Professor of Engineering at Arizona State University,
prior to 1997; Director, Boulder Total Return Fund, Inc., since
2004; Director, Boulder Growth & Income Fund, Inc., since 2006.

3

Joel W.
Looney
Age: 45

Director of the Fund and Chairman of the
Board of the Fund since 2003. Current
term expires at the 2007 Annual Meeting.

Partner, Financial Management Group, LLC (investment adviser),
since 1999; CFO, Bethany College, 1995�1999; Director, Boulder
Total Return Fund, Inc., since 2001; Director, Boulder Growth &
Income Fund, Inc., since 2002 and Chairman of the Board since
2004.

3

Interested Directors**

Susan L.
Ciciora
Age: 42

Director of the Fund since 2003. Current
term expires at the 2007 Annual Meeting.

Trustee of the Lola Brown Trust No. 1B and the Ernest Horejsi
Trust No. 1B; Director, Horejsi Charitable Foundation, Inc.
(private charitable foundation), since 1997; Director, Boulder
Growth & Income Fund, Inc, since 2006; Director, Boulder Total
Return Fund, Inc., since 2001.

3

John S.
Horejsi
Age: 39

Director of the Fund since 2006. Current
term expires at the 2007 Annual Meeting.

Director of Horejsi Charitable Foundation, Inc. (a private
charitable foundation), since 1997; Director, Boulder Growth &
Income Fund, Inc., since 2004; Director, Boulder Total Return
Fund, Inc., since 2006.

3

*  Unless otherwise specified, the Directors' respective addresses are c/o First Financial Fund, Inc., 2344 Spruce Street, Suite A, Boulder, Colorado 80302.

**  Ms. Ciciora and Mr. Horejsi are "interested persons" as a result of the extent of their beneficial ownership of Fund shares and by virtue of their indirect
beneficial ownership of FAS.
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Management of the Fund (Unaudited)  FIRST FINANCIAL FUND, INC.

OFFICERS

Name,
Address,
Age

Position, Length of
Term Served, and
Term of Office

Principal Occupation(s) and Other Directorships
held

During the Past Five Years
Stephen C.
Miller
2344

Spruce
Street,

Suite A

Boulder,
CO 80302

Age: 54

President of the Fund since 2003 and Director and
Chairman from August 2003 through October 2004.
Appointed annually.

President of and General Counsel for Boulder Investment Advisers, LLC ("BIA"), since
1999; Manager, FAS, since 1999; Vice President, Stewart Investment Advisers ("SIA"),
since 1999; President, Boulder Total Return Fund, Inc., since 1999; President, Boulder
Growth & Income Fund, Inc., since 2002; President and General Counsel, Horejsi, Inc.
(liquidated in 1999); General Counsel, Brown Welding Supply, LLC (sold in 1999); Of
Counsel, Krassa & Miller, LLC, since 1991.

Carl D.
Johns
2344

Spruce
Street,

Suite A

Boulder,
CO 80302

Age: 44

Chief Financial Officer, Chief Accounting Officer, Vice
President and Treasurer since 2003. Appointed annually.

Vice President and Treasurer of BIA and Assistant Manager of FAS, since 1999; Chief
Financial Officer , Chief Accounting Officer, Vice President and Treasurer, Boulder
Total Return Fund, Inc., since 1999 and Boulder Growth & Income Fund, Inc., since
2002.

Stephanie
J. Kelley
2344

Spruce
Street,

Suite A

Boulder,
CO 80302

Age: 50

Secretary since 2003. Appointed annually. Secretary, Boulder Total Return Fund, Inc., since 2000; Secretary, Boulder Growth &
Income Fund, Inc., since 2002; Assistant Secretary and Assistant Treasurer of various
other entities associated with the Horejsi family; employee of FAS, since 1999.

Nicole L.
Murphey
2344

Spruce
Street,

Suite A

Boulder,
CO 80302

Age: 30

Assistant Secretary since 2003. Appointed annually. Assistant Secretary, Boulder Total Return Fund, Inc., since 2000; Assistant Secretary,
Boulder Growth & Income Fund, Inc., since 2002; employee of FAS, since 1999.

The Fund's president has certified to the New York Stock Exchange that, as of March 31, 2007, he was not aware of any violation by the Fund of
applicable NYSE corporate governance listing standards. The Fund's reports to the Securities and Exchange Commission on Form N-CSR

contain certifications by the Fund's principal executive officer and principal financial officer that relate to the Fund's disclosure in such reports
and that are required by rule 30a-2(3) under the Investment Company Act.
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Directors

Richard I. Barr
Susan L. Ciciora
John S. Horejsi
Dean L. Jacobson
Joel W. Looney

Investment Adviser

Wellington Management Company, LLP
75 State Street
Boston, MA 02109

Administrator

Fund Administrative Services, LLC
2344 Spruce Street, Suite A
Boulder, CO 80302

Custodian

Investors Bank &Trust
200 Clarendon Street
Boston, MA 02116

Transfer Agent

EquiServe Trust Company, N.A.
P.O. Box 43011
Providence, RI 02940-3011

Independent Registered Public Accounting Firm

Deloitte & Touche LLP
555 17th Street, Suite 3600
Denver, CO 80202

Legal Counsel

Paul, Hastings, Janofsky & Walker LLP
515 South Flower Street, 25th Floor
Los Angeles, CA 90071-2228

The views expressed in this report and the information about the Fund's portfolio holdings are for the period covered by this report and are subject to change
thereafter.

This report is for stockholder information. This is not a prospectus intended for use in the purchase or sale of Fund shares.

First Financial Fund, Inc.
2344 Spruce Street, Suite A
Boulder, CO 80302

If you have questions regarding shares held in a brokerage account contact your broker, or, if you have physical possession of your shares in certificate form,
contact the Fund's Transfer Agent and Shareholder Servicing Agent - EquiServe Trust Company, N.A. at

P.O. Box 43011
Providence, RI 02940-3011
(800) 451-6788
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www.firstfinancialfund.com

The Fund's CUSIP number is:

320228109

www.firstfinancialfund.com

A N N U A L
R E P O R T

March 31, 2007
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Item 2. Code of Ethics.

As of March 31, 2007, the Registrant has adopted a code of ethics that applies to the Registrant�s Principal Executive Officer and Principal
Financial Officer. For the year ended March 31, 2007, there were no amendments to a provision of its code of ethics, nor were there any waivers

granted from a provision of the code of ethics. A copy of the Registrant�s code of ethics is filed with this N-CSR under Item 12(a).

Item 3. Audit Committee Financial Expert.

As of the end of the period covered by the report, the registrant�s board of directors has determined that Joel W. Looney is qualified to serve as an
audit committee financial expert serving on its audit committee and that he is �independent,� as defined by the Securities and Exchange

Commission.

Item 4. Principal Accountant Fees and Services.

(a)  Audit Fees � The aggregate fees billed for each of the last two fiscal years for professional services rendered by
the principal accountant for the audit of the Funds� annual financial statements or services that are normally provided
by the accountant in connection with statutory and regulatory filings or engagements were $25,200 and $26,500 for

the fiscal years ended March 31, 2006 and March 31, 2007, respectively.

(b)  Audit-Related Fees � There were no fees billed for the fiscal years ended March 31, 2006 and March 31, 2007,
for assurance and related services by the principal accountant that are reasonably related to the performance of the

audit of the Funds� financial statements and are not reported under (a) of this Item.

(c)  Tax Fees � The aggregate fees billed in each of the last two fiscal years for professional services rendered by the
principal accountant for the review of the Funds� tax returns and excise tax calculations were $6,000 and $6,250 for the

fiscal years ended March 31, 2006 and March 31, 2007, respectively.

(d)  All Other Fees � There were no other fees billed for the fiscal years ended March 31, 2006 and March 31, 2007
for products and services provided by the principal accountant, other than the services reported in (a) through (c) of

this Item.
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(e)  (1)     The Registrant�s audit committee pre-approves all audit and non-audit services to performed by the
Registrant�s accountant before the accountant is engaged by the Registrant to perform such services.

(2)     There were no services described in (b) through (d) above (including services required to be approved by the
audit committee pursuant to paragraph (c)(7)(ii) of Rule 2-01 of Regulation S-X) that were approved by the audit

committee pursuant to paragraph (c)(7)(i)(C) of Rule 2-01 of Regulation S-X.

(f)  None of the hours expended on the principal accountant�s engagement to audit the Funds� financial statements
for the fiscal year ended March 31, 2007 were attributable to work performed by persons other than the principal

accountant�s full-time, permanent employees.

(g)  Not applicable.

(h)  Not applicable.
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Item 5. Audit Committee of Listed Registrants.
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As of the end of the period covered by this report, the following registrants have been designated as the Fund�s audit committee: Dr. Dean L.
Jacobson, Richard I. Barr, and Joel W. Looney.

Item 6. Schedule of Investments.
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The Funds� full schedules of investments are included as part of the report to shareholders filed under Item 1 of this Form.

Item 7. Disclosure of Proxy Voting Policies and Procedures for Closed-End Management Investment Companies.

Boulder First Financial Fund, Inc.

Proxy Voting Procedures

The Board of Directors of the First Financial Fund, Inc. (the �Fund�) hereby adopt the following policies and procedures with respect to voting
proxies relating to portfolio securities held by the Fund (collectively, the �Voting Policies�).

1.                     Policy.   It is the policy each of the Board of Directors of the Fund (the �Board�) to delegate responsibility for voting proxies
relating to portfolio securities held by the Funds to an authorized officer of the Fund, subject to the Board�s continuing oversight.(1)  Proxy

voting policies and procedures are required by Rule 206 (4)-6 of the Investment Advisers Act of 1940.

2.                     Fiduciary Duty.   The right to vote a proxy with respect to portfolio securities held by the Funds is a significant asset of the Fund.
The Board and other authorized persons exercising this voting responsibility do so as a fiduciary, and must vote proxies in a manner consistent
with the best interest of the Fund and its shareholders, and with the goal of maximizing the value of the Funds and the shareholders� investments.
Although typically an investment company�s adviser votes proxies, for reasons disclosed to and discussed by the Board (e.g., the possibility of
aggregating securities of issuers regulated by the Office of Thrift Supervision with like securities of other clients of Wellington Management),
the Board has instead delegated its proxy voting responsibility to a Proxy Committee (defined below) made up of Board members and has
authorized officers of the Fund to vote proxies that are considered routine (e.g., approval of auditors and uncontested director elections).

3.                     Procedures.   The following are the procedures adopted by the Board for the administration of this policy:

a.             Review of Proxy Voting Procedures.   Management, with advice and counsel from the Board, shall present to the Board its policies,
procedures and other guideline for voting proxies at least annually (the �Voting Guidelines�), and must notify the Board promptly of any material

changes. In accordance with the foregoing, Management has developed the Voting Guidelines which are attached hereto as Exhibit A.

b.             Voting of Routine and Certain Non-Routine Proxies. An authorized Officer of the Fund will vote all routine proxy items for the Fund
in accordance with the Voting Guidelines and certain non-routine proxy items including share buybacks and share issuance.

Voting of Other Non-Routine Proxies.  With respect to non-routine proxy issues (�Non-Routine Proxies�) other than those
mentioned in 3(b) above, Stephen C. Miller or his successor (i.e., President of the Fund) and at least one independent
director (the �Proxy Committee�), after conducting such necessary due diligence as the Proxy Committee deems

appropriate, will make a determination of how to vote, and direct an authorized Officer of the Fund to cause such vote
to be cast.
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c.             Seeking Advice from the Fund�s Adviser.   To the extent permitted by law, and to the extent assistance will not adversely affect the
ability of Wellington Management (�Wellington�) to invest in financial services

(1)  This policy is adopted for the purpose of the disclosure requirements adopted by the Securities and Exchange Commission, Releases No.
33-8188, 34-47304, IC-25922.

3
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company securities for other clients, the Proxy Committee may seek, and Wellington has agreed to provide the Proxy Committee with, notice of
any special issues that might not be covered by the Voting Guidelines and use its best efforts to keep the Board and Management informed when
Non-Routine matters arise or are anticipated. In addition, Wellington has agreed to assist in any discussions to review relevant issues related to

the voting of a particular proxy, but shall not recommend how the Fund should vote.

d.             Voting Record Reporting.   To the extent any Non-Routine Proxies are voted, the Proxy Committee will present a summary of such
actions for the Board at the next regular quarterly meeting. No less than annually, Management shall report to the Board a record of each proxy

voted with respect to portfolio securities of the Funds during the respective year. With respect to those proxies the Proxy Committee has
identified as involving a conflict of interest(2), the Proxy Committee shall submit a separate report indicating the nature of the conflict of interest

and how that conflict was resolved with respect to the voting of the proxy.

4.                     Revocation.   The delegation by the Board of the authority to vote proxies relating to portfolio securities of the Funds is entirely
voluntary and may be revoked by the Board, in whole or in part, at any time. This disclosure shall be included in any registration statement filed

on behalf of the Funds after July 1, 2003.

5.                     Annual Filing.   The Fund shall file an annual report of each proxy voted with respect to portfolio securities of the Funds during
the twelve-month period ended June 30 on Form N-PX not later than August 31 of each year. The Fund must file the complete proxy voting

record on an annual basis on this form. Form N-PX must contain complete proxy voting records for the 12 month period stated above, and must
be signed on behalf of the Fund by the principal executive officers. This form must provide the following information:

1.      Name of the issuer of the portfolio security

2.      Exchange ticker symbol

3.      CUSIP #

4.      Shareholder meeting date

5.      Brief indication of the matter voted on

6.      Whether matter was proposed by the issuer or by a security holder

7.      Whether the Fund cast its vote on the matter

8.      How the Fund cast its vote

9.      Whether the Fund cast its vote for or against management

6.                     Disclosures.

a.             The Fund shall include in any future registration statement:
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i.      A description of the Voting Policies and the Voting Guidelines(3); and

ii.     A statement disclosing that information regarding how the Fund voted proxies relating to portfolio securities during the most recent
12-month period ended June 30 is available without charge, upon request, by calling the Funds� toll-free telephone number; or through a

specified Internet address; or both; and on the SEC website.(4)

7.                     Recordkeeping Requirements. SEC Rule 204-2, as amended, requires advisers to retain:

1.      Proxy voting policies and procedures

2.      Proxy statements received regarding client securities

3.      Records of votes cast on behalf of clients

4.      Records of written client requests

5.      Any documents prepared by the adviser material to making a decision how to vote, or that memorialized the basis for the decision.

(2) As it is used in this document, the term �conflict of interest� refers to a situation in which the Adviser or affiliated
persons of the adviser have a financial interest in a matter presented by a proxy other than the obligation it incurs as
investment adviser to the Funds which compromises the Adviser�s independence of judgment and action with respect

to the voting of the proxy.

(3) This disclosure shall be included in the registration statement next filed on behalf of the Funds after July 1, 2003.

(4) This disclosure shall be included in the registration statement next filed on behalf of the Funds after August 31,
2004.

4
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8.                     Review of Policy.   At least annually, the Board shall review this Policy to determine its sufficiency and shall make and approve
any changes that it deems necessary from time to time.

5
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EXHIBIT  A � VOTING GUIDLINES

The Fund�s proxy voting principles are summarized below, with specific examples of voting decisions for the types of proposals that are most
frequently presented:

Category Guideline Voting
BOARD OF

DIRECTOR ISSUES
The board of directors� primary role is to protect the interests of all
shareholders. Key functions of the board are to approve the direction of
corporate strategy, ensure succession of management and evaluate
performance of the corporation as well as senior management. The board
is accountable to shareholders, and must operate independently from
management.

Routine Elections Generally we will vote with management�s recommendation Generally FOR
Board Classification Generally we are opposed to entrenchment mechanisms and will vote

against proposals to classify a board. We prefer annual election of
directors in order that shareholders have more power to replace directors
deemed to not be acting in the shareholders� interest.

Generally AGAINST

Independence of
Directors

The majority of board members should be independent from the
corporation, management or a majority shareholder. An independent
member should not be a former employee of the company or a
representative of a key supplier to or a key client of the company.

We will generally support boards that
have a majority of board members
classified as independent.

Director Indemnification Mandatory indemnification of directors and officers is necessary to attract
quality candidates.

Generally FOR

Director Attendance Board membership requires a significant amount of time in order for
responsibilities to be executed, and attendance at Board and Committee
meetings is noted.

We look for attendance records to be
in the 75% participation range.

Term Limits We are more concerned with the performance of directors and not with
the term limits

Generally AGAINST but will look at
on a case-by-case basis.

Separation of Chair and
CEO

In most cases it is advisable for there to be a separation between the CEO
and the Chair to enhance separation of management interests and
shareholders.

In most cases we would support a
recommendation to separate the
Chair from the CEO. Lead directors
are considered acceptable, and in this
situation an independent Corporate
Governance committee must also be
in place.

Committees of the Board Audit, Compensation, Governance and Nominating committees are the
most significant committees of the board.

We support the establishment of
these committees, however
independent director membership on
these committees is the primary
concern. Two-thirds independent
membership is satisfactory, provided
that the chair of each committee is
independent.

Audit Process The members of an audit committee should be independent directors, and
the auditor must also be independent. The auditor should report directly
to the Audit committee and not to management.

We will generally support the choice
of auditors recommended by the
Audit Committee. In the event that

6

Edgar Filing: BRASKEM SA - Form F-1/A

54



Category Guideline Voting
the auditor supplies other services for
a fee other than the audit, each
situation will be reviewed on a
case-by-case basis.

VOTING AND
ENTRENCHMENT

ISSUES
Shareholder Right to Call

Special Meeting
Generally FOR

Shareholder Right to Act
by Written Consent

Generally FOR

Cumulative Voting Our experience has been that cumulative voting is generally proposed by
large shareholders who may wish to exert undue influence on the board.

Generally AGAINST, although we
may consider if the board has been
unresponsive to shareholders.

Confidentiality of
Shareholder Voting

Like any other electoral system, the voting at annual and special meetings
should be confidential and free from any potential coercion and/or
impropriety.

We will support any proposals to
introduce or maintain confidential
voting.

Size of Board of
Directors

Generally boards should be comprised of a minimum of seven to a
maximum of fifteen. However the complexity of the company has an
impact on required board size.

The independence of the board is a
greater concern than the number of
members. However should a change
in board size be proposed as
potentially an anti-takeover measure
we would vote against.

COMPENSATION
ISSUES

Director Compensation Directors should be compensated fairly for the time and expertise they
devote on behalf of shareholders. We favor directors personally owning
shares in the corporation, and that they receive a substantial portion of
their remuneration in the form of shares.

We support recommendations where
a portion of the remuneration is to be
in the form of common stock. We do
not support options for directors, and
do not support retirement bonuses or
benefits for directors.

MANAGEMENT
COMPENSATION

Compensation plans for executives should be designed to attract and
retain the right people with exceptional skills to manage the company
successfully long-term. These plans should be competitive within the
company�s respective industry without being excessive and should attempt
to align the executive�s interests with the long-term interest of
shareholders.

Executive compensation will be
considered on a case-by-case basis.

Stock Options and
Incentive Compensation

Plans

Compensation plans should be designed to reward good performance of
executives. They should also encourage management to own stock so as
to align their financial interests with those of the shareholders. It is
important that these plans are disclosed to the shareholders in detail for
their approval.

We will not support plans with
options priced below current market
value or the lowering of the exercise
price on any previously granted
options.

7
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Category Guideline Voting
We will not support any plan
amendment that is not capped or that
results in anything but negligible
dilution. We believe that
shareholders should have a say in all
aspects of option plans and therefore
will not support omnibus stock
option plans or plans where the
Board is given discretion to set the
terms. Plans will be considered on a
case-by-case basis.

Adopt/Amend Employee
Stock Purchase Plans

Considered on a case-by-case basis.

Golden Parachutes Although we believe that �golden parachutes� may be a good way to attract,
retain and encourage objectivity of qualified executives by providing
financial security in the case of a change in the structure or control of a
company, golden parachutes can be excessive.

Generally opposed but will consider
on a case-by-case basis.

Require Shareholder
Approval of Golden

Parachutes

Generally FOR

TAKEOVER
PROTECTIONS

Some companies adopt shareholder rights plans that incorporate
anti-takeover measures, which may include:  poison pills, crown jewel
defense, payment of greenmail, going private transactions, leveraged
buyouts, lock-up arrangements, Fair price amendments, Re-incorporation.
Rights plans should be designed to ensure that all shareholders are treated
equally in the event there is a change in control of a company. These
plans should also provide the Board with sufficient time to ensure that the
appropriate course of action is chosen to ensure shareholder interests
have been protected. However, many shareholder rights plans can be used
to prevent bids that might in fact be in the shareholders best interests.
Depending on their contents, these plans may also adversely influence
current share prices and long-term shareholder value.

We will review each situation on a
case-by-case basis. We will generally
support proposals that protect the
rights and share value of
shareholders.

Dual Class Shares It is not unusual for certain classes of shares to have more than one vote
per share. This is referred to as a dual class share structure and can result
in a minority of shareholders having the ability to make decisions that
may not be in the best interests of the majority of shareholders.

Generally AGAINST.

Super-Majority Voting
Provisions

Super-majority voting (e.g.,  67% of votes cast or a majority of
outstanding shares), although fairly common, can, from a practical point
of view, be difficult to obtain, and essentially are a bar from effective
challenges to entrenched management, regardless of performance or
popularity. A very high requirement can be unwieldy and therefore not in
the best interest of the majority of shareholders.

Generally AGAINST. We will
generally oppose proposals for
voting requirements that are greater
than a majority of votes cast. That
said, we will review supermajority
proposals on a case-by-case basis.

8
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Category Guideline Voting
Issuance of Authorized

Shares
Generally FOR

Issuance of Unlimited or
Additional Shares

Corporations may increase their authorized number of shares in order to
implement a stock split, to support an acquisition or restructuring plan, to
use in a stock option plan or to implement an anti-takeover plan.
Shareholders should approve of the specific business need for the
increase in the number of shares and should understand that the issuance
of new shares can have a significant effect on the value of existing shares.

Generally AGAINST. We will
generally oppose proposals to
increase the number of authorized
shares to �unlimited�, but will consider
any proposals to increase the number
of authorized shares on a
case-by-case basis for a valid
business purpose.

Shareholder Proposals Shareholders should have the opportunity to raise their concerns or issues
to company management, the board and other shareholders. As long as
these proposals deal with appropriate issues and are not for the purposes
of airing personal grievances or to obtain publicity, they should be
included on the proxy ballot for consideration.

Shareholder proposals will be
reviewed on a case-by-case basis.

OTHER MATTERS
Stock Repurchase Plans Generally FOR

Stock Splits Generally FOR
Require Shareholder
Approval to issue
Preferred Stock

Generally FOR

Corporate Loans to
Employees

Corporate loans, or the guaranteeing of loans, to enable employees to
purchase company stock or options should be avoided. These types of
loans can be risky if the company stock declines or the employee is
terminated.

Generally AGAINST.

Blank-cheque Preferred
Shares

The authorization of blank-cheque preferred shares gives the board of
directors� complete discretion to fix voting, dividend, conversion and
other rights and privileges. Once these shares have been authorized, the
shareholders have no authority to determine how or when they will be
allocated. There may be valid business reasons for the issuance of these
shares but the potential for abuse outweighs the benefits.

Generally AGAINST.

Item 8.  Portfolio Managers of Closed-End Management
Investment Companies.
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The following table shows information regarding other accounts managed by the Portfolio Manager:

Other Registered Other Pooled
Investment Companies Investment Vehicles Other Accounts

# of Accts Assets ($ mil)* # of Accts Assets ($ mil)* # of Accts Assets ($ mil)*
All Accounts: 1 $ 443.1 4 $ 1,535.3 0 $ 0

Accounts where advisory fee is
based on account performance
(subset of above): 0 $ 0 4 $ 1,535.3 0 $ 0

The following table shows shares of the Fund beneficially owned by the Portfolio Manager:

None
$ 1-$10,000 $ 10,001-$50,000 $ 50,001-$100,000 $ 100,001-$500,000 $ 500,001-$1,000,000

Over
$1,000,000

X
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PM Bio:

Nicholas C. Adams, Senior Vice President and Equity Portfolio Manager of Wellington Management, has served as Portfolio Manager of the
Fund since inception (1986). Mr. Adams joined Wellington Management as an investment professional in 1983.

Conflicts of Interest:

Individual investment professionals at Wellington Management manage multiple portfolios for multiple clients. These accounts may include
mutual funds, separate accounts (assets managed on behalf of institutions such as pension funds, insurance companies, foundations, or separately
managed account programs sponsored by financial intermediaries), bank common trust accounts, and hedge funds. The investment professional
primarily responsible for the day-to-day management of the Fund (�Portfolio Manager�) manages portfolios in several different investment styles.
These portfolios may have investment objectives, strategies, time horizons, tax considerations and risk profiles that differ from those of the
Fund. The Portfolio Manager makes investment decisions for each portfolio, including the Fund, based on the investment objectives, policies,
practices, benchmarks, cash flows, tax and other relevant investment considerations applicable to that portfolio. Consequently, the Portfolio

Manager may purchase or sell securities, including IPOs, for one portfolio and not another portfolio, and the performance of securities purchased
for one portfolio may vary from the performance of securities purchased for other portfolios. Alternatively, these portfolios may be managed in a
similar fashion to the Fund and thus the portfolios may have similar, and in some cases nearly identical, objectives, strategies and/or holdings to

that of the Fund.

The Portfolio Manager or other investment professionals at Wellington Management may place transactions on behalf of other accounts that are
directly or indirectly contrary to investment decisions made on behalf of the Fund, or make investment decisions that are similar to those made
for the Fund, both of which have the potential to adversely impact the Fund depending on market conditions. For example, an investment

professional may purchase a security in one portfolio while appropriately selling that same security in another portfolio. Similarly, an investment
professional may purchase the same security for the Fund and one or more other portfolios at or about the same time, and in those instances the
other portfolios will have access to their respective holdings prior to the public disclosure of the Fund�s holdings. In addition, some of these

portfolios have fee structures, including performance fees that are or have the potential to be higher, in some cases significantly higher, than the
fees paid by the Fund to Wellington Management. The Portfolio Manager also manages hedge funds, which pay performance allocations to
Wellington Management or its affiliates. Because incentive payments paid by Wellington Management to the Portfolio Manager are tied to
revenues earned by Wellington Management and, where noted, to the performance achieved by the manager in each account, the incentives
associated with any given portfolio may be significantly higher or lower than those associated with other accounts managed by a given

investment professional. Finally, the Portfolio Manager may hold shares or investments in the other pooled investment vehicles and/or other
accounts identified above. Wellington Management�s goal is to meet its fiduciary obligation to treat all clients fairly and provide high quality

investment services to all of its clients. Wellington Management has adopted and implemented policies and procedures, including brokerage and
trade allocation policies and procedures that it believes address the conflicts associated with managing multiple accounts for multiple clients. In
addition, Wellington Management monitors a variety of areas, including compliance with primary Fund guidelines, the allocation of IPOs, and
compliance with the firm�s Code of Ethics, and places additional investment restrictions on investment professionals who manage hedge funds

and certain other accounts. Furthermore, senior investment and business personnel at Wellington Management periodically review the
performance of Wellington Management�s Portfolio Managers. Although Wellington Management does not track the time a Portfolio Manager
spends on a single portfolio, Wellington Management does periodically assess whether a Portfolio Manager has adequate time and resources to

effectively manage the Portfolio Manager�s various client mandates.

Compensation:
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The Fund pays Wellington Management a fee based on the assets under management of the Fund as set forth in an Investment Advisory
Agreement between Wellington Management and the Fund. Wellington Management pays its investment professionals out of its total revenues
and other resources, including the advisory fees earned with respect to the Fund. The following information relates to the fiscal year ended
March 31, 2007. Wellington Management�s compensation structure is designed to attract and retain high caliber investment professionals
necessary to deliver high quality investment management services to its clients. Wellington Management�s compensation of the Portfolio

Manager includes a base salary and incentive components. The base salary for the Portfolio Manager, a partner of Wellington Management, is
determined by the Managing Partners of the firm. The Portfolio Manager�s base salary is generally a fixed amount that may change as a result of
an annual review. The Portfolio Manager is eligible to receive an incentive payment based on the revenues earned by Wellington Management
from the Fund and generally each other portfolio managed by such Portfolio Manager. The Portfolio Manager�s incentive payment relating to the
Fund is linked to the gross pre-tax performance of the Fund compared to the NASDAQ Banks Principal Only, John Hancock Bank & Thrift
Opportunities Fund, and John Hancock Financial Trends Fund over one- and three-year periods, with an emphasis on three-year results.

Wellington Management applies similar incentive compensation structures (although the benchmarks or peer groups, time periods and rates may
differ) to other portfolios managed by the Portfolio Manager, including portfolios with performance fees. Portfolio-based incentives across all
portfolios managed by a portfolio manager can, and typically do, represent a significant portion of a portfolio manager�s overall compensation;
incentive compensation varies significantly by individual and can vary significantly from year to year. The Portfolio Manager may also be

eligible for bonus payments based on his overall contribution to Wellington Management�s business operations. Senior
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management at Wellington Management may reward individuals as it deems appropriate based on factors other than portfolio performance. Each
partner of Wellington Management is eligible to participate in partner-funded tax qualified retirement plan, the contributions to which are made

pursuant to an actuarial formula, as a partner of the firm.

Item 9.  Purchases of Equity Securities by Closed-End Management Investment Company and Affiliated Purchasers.
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Not applicable.

Item 10. Submission of Matters to a Vote of Security Holders.

There have been no material changes to the procedures by which the shareholders may recommend nominees to the Registrant�s Board of
Directors, where those changes were implemented after the Registrant last provided disclosure in response to the requirements of Item

7(d)(2)(ii)(G) of Schedule 14A (17 CFR 240.14a-101), or this Item.

Item 11. Controls and Procedures.

(a) The registrant�s principal executive and principal financial officers, or persons performing similar functions, have concluded that the
registrant�s disclosure controls and procedures (as defined in Rule 30a-3(c) under the Investment Company Act of 1940, as amended (the �1940
Act�) (17 CFR 270.30a-3(c))) are effective, as of a date within 90 days of the filing date of the report that includes the disclosure required by this
paragraph, based on their evaluation of these controls and procedures required by Rule 30a-3(b) under the 1940 Act (17 CFR 270.30a-3(b)) and

Rules 13a-15(b) or 15d-15(b) under the Securities Exchange Act of 1934, as amended (17 CFR 240.13a-15(b) or 240.15d-15(b)).

(b) There were no changes in the registrant�s internal control over financial reporting (as defined in Rule 30a-3(d) under the 1940 Act (17 CFR
270.30a-3(d)) that occurred during the registrant�s last fiscal half-year (the registrant�s second fiscal half-year in the case of an annual report) that

has materially affected, or is reasonably likely to materially affect, the registrant�s internal control over financial reporting.

Item 12. Exhibits.

(a)(1) Code of ethics, or any amendment thereto, that is the subject of disclosure required by Item 2 is attached hereto.

(a)(2) Certifications pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 are attached hereto.

(a)(3) Not applicable.

(b) Certifications pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 are attached hereto.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934 and the Investment Company Act of 1940, the registrant has duly caused
this report to be signed on its behalf by the undersigned, thereunto duly authorized.

(Registrant) First Financial Fund, Inc.

By (Signature and Title)  /s/ Stephen C. Miller
Stephen C. Miller, President
(Principal Executive Officer)
Date: 6/7/2007

Pursuant to the requirements of the Securities Exchange Act of 1934 and the Investment Company Act of 1940, this report has been signed by
the following persons on behalf of the registrant and in the capacities and on the dates indicated.

By (Signature and Title)  /s/ Stephen C. Miller
Stephen C. Miller, President
(Principal Executive Officer)
Date: 6/7/2007

By (Signature and Title)  /s/  Carl D. Johns
Carl D. Johns, Vice President and Treasurer
(Principal Financial Officer)
Date: 6/7/2007

12

Edgar Filing: BRASKEM SA - Form F-1/A

65


