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PETROLEUM & RESOURCES CORPORATION

Seven St. Paul Street

Baltimore, Maryland 21202

October 4, 2006

Dear Fellow Stockholders:

We are calling a special meeting of stockholders to seek your approval of a comprehensive rewriting and updating of the
Corporation s corporate charter. We ask for your vote in favor of the proposals to help protect your investment in the Corporation.
Please take the time to vote.

The charter was adopted in 1977 shortly after the Corporation moved to Maryland and has not undergone a comprehensive review
since then. Much has changed in Maryland corporation law and the investment company atmosphere in the intervening years. This
passage of time and recent activity at other closed-end funds have led us to conclude that the charter should be brought up to date
as promptly as possible.

We hired experienced Maryland legal counsel specializing in Maryland corporation law and investment companies to review our
charter. They have advised that it contains a number of provisions that are obsolete and lacks several that are now routinely found
in the charters of many corporations and closed-end funds incorporated in Maryland. This situation can place the Corporation at a
competitive disadvantage and handicap our ability to meet the continually evolving demands of the marketplace. Accordingly,
counsel recommended for consideration by the Board a wholesale revision of the charter to bring it into line with current Maryland
law and industry practice. After extensive review, the Board has recommended revising the charter and is presenting it for your
approval. A complete description of the proposed amendments is contained in the accompanying proxy statement and a copy of
the charter, assuming all amendments are approved, is attached thereto.

In the next paragraph we highlight one of the amendments to explain to you briefly our reasons for recommending it. This
amendment, in particular, will serve to protect your investment in the Corporation against arbitrage and other activity by short-term
speculators looking to make a quick profit that would be contrary to the interests of our long-term stockholders.

We are recommending to give the Board the sole power to decide what should be included in the Corporation s Bylaws. When the
charter was adopted in 1977, it carried over the provision that had been in the Corporation s charter since 1929, when the
Corporation incorporated in Delaware, that the Board and the stockholders have concurrent power to amend the Bylaws. This is not
a requirement under Maryland law and, in the nearly 30 years since the charter was adopted, no stockholder has ever sought to
exercise this power unilaterally. Moreover, we understand that this power has very rarely been employed by stockholders of any
other Maryland-chartered public company with a similar provision in its charter. Nonetheless, because this provision could provide
an opening that a short-term speculator could use to advance its own agenda to the detriment of our long-term stockholders, we
are recommending that the power be given solely to the Board.
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Thank you for your investment in the Corporation. We ask for your continued support by voting in favor of this updating of the
charter and voting FOR each of the eight amendment proposals.

Sincerely,

Douglas G. Ober

Chairman, Chief Executive Officer & President
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PETROLEUM & RESOURCES CORPORATION

Seven St. Paul Street

Baltimore, Maryland 21202

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS

October 4, 2006

To the Stockholders of Petroleum & Resources Corporation:

Notice is hereby given that a Special Meeting of Stockholders of Petroleum & Resources Corporation, a Maryland corporation (the
Corporation ), will be held at the offices of Venable LLP, Suite 1800, Two Hopkins Plaza, Baltimore, Maryland 21201, on Tuesday,
November 7, 2006, at 10:00 a.m., local time.

As more fully described in the attached proxy statement, the sole purpose of the Special Meeting is to consider and vote upon eight
proposals to amend provisions of the charter of the Corporation related to:

1. The purpose of our Corporation;

2. The classification, designation and issuance of stock and related provisions;

3.  Stockholder voting;

4.  Stockholder election of directors;

5.  The power to amend our Bylaws;

6. The quorum for stockholder meetings;

7. Determinations by our Board; and

8. The amendment of certain other provisions of our Charter.
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Stockholders of record, as shown by the transfer books of the Corporation at the close of business on September 11, 2006, the
record date for the meeting, are entitled to notice of, and to vote at, the meeting.

Whether or not you plan to attend the Special Meeting, we urge you to vote your shares by signing, dating and mailing the enclosed
proxy card in the envelope provided, or authorize a proxy by using the telephone or Internet options as instructed on the proxy
card.

By order of the Board of Directors,

LawreNce L. HooreR, JR.
Vice President, General Counsel
and Secretary
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PROXY STATEMENT

INTRODUCTION

This proxy statement is being furnished on or about October 6, 2006 to the stockholders of Petroleum & Resources Corporation, a
Maryland corporation, in connection with the solicitation of proxies by its Board of Directors to be exercised at the Special Meeting
of Stockholders described in the accompanying notice and at any adjournment or postponement thereof, which we refer to herein

as the Special Meeting.

The sole purpose of the Special Meeting is to consider and vote upon eight proposals to amend the charter of the Corporation
related to:

1. The purpose of our Corporation;

2. The classification, designation and issuance of stock and related provisions;

3.  Stockholder voting;

4.  Stockholder election of directors;

5.  The power to amend our Bylaws;

6. The quorum for stockholder meetings;

7.  Determinations by our Board; and

8. The amendment of certain other provisions of our Charter.

We refer to the proposed amendments collectively as the Amendments.

Petroleum & Resources Corporation is a registered management investment company under the Investment Company Act of 1940
that is operated as a closed-end equity fund, is internally managed and whose investment policy is based on the primary objectives
of preservation of capital, the attainment of reasonable income from investments and an opportunity for capital appreciation. We do
not have a principal underwriter or outside administrator. In this proxy statement, Petroleum & Resources Corporation is referred to
as our, we and our Corporation, and our stockholders are referred to as you.

The mailing address of our principal executive office is Seven St. Paul Street, Baltimore, Maryland 21202. Our telephone number is
(800) 638-2479 and our corporate Website is www.peteres.com.
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INFORMATION ABOUT THE SPECIAL MEETING

Date, Time and Place of the Special Meeting

The Special Meeting will be held on Tuesday, November 7, 2006, at 10:00 a.m., local time, at the offices of Venable LLP, Suite
1800, Two Hopkins Plaza, Baltimore, Maryland 21201. The meeting room will open for admission at 9:45 a.m.
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Who May Vote

The record date for determining stockholders entitled to notice of, and to vote at, the Special Meeting is the close of business on
September 11, 2006. As of the record date, there were 21,113,090 shares of common stock issued and outstanding. Each share of
common stock is entitled to one vote. You can vote in person at the Special Meeting or by proxy. To vote by proxy, please date,
execute and mail the enclosed proxy card, or authorize a proxy by using the telephone or Internet options as instructed on the
proxy card.

If your shares are held in the name of a bank, broker or other holder of record, you will receive instructions from the holder of

record that you must follow in order to vote your shares. If your shares are not registered in your own name and you plan to vote
your shares in person at the Special Meeting, you should contact your broker or agent to obtain a broker s proxy card and bring it to
the Special Meeting in order to vote.

Voting by Proxy

If you vote by proxy, the individuals named on the proxy card your proxies will vote your shares in the manner you indicate. You may
specify whether your shares should be voted for or against each of the Amendments or that you abstain from voting on one or more
Amendments. If you date, sign and return the proxy card without indicating your instructions, your shares will be voted as follows:

FOR the approval of each of the Amendments; and

In the discretion of your proxies on any other matter that properly comes before the Special Meeting.

You may revoke or change your proxy at any time before it is exercised by delivering to us a signed proxy with a date later than
your previously delivered proxy, by attending the Special Meeting and voting in person or by sending a written revocation to our
Secretary. Your most current proxy is the one that will be counted.

Quorum Requirement

A quorum is necessary to hold a valid meeting. If stockholders entitled to cast a majority of all the votes entitled to be cast at the

Special Meeting are present in person or by proxy, a quorum will exist. Abstentions and broker non-votes are counted as present
for establishing a quorum. A broker non-vote occurs when a broker returns a valid proxy but does not vote on a particular matter

because the broker does not have discretionary voting power for that matter and has not received instructions from the beneficial
owner.

Vote Requirement
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Each of the Amendments requires the affirmative vote of holders of a majority of the shares of our outstanding common stock.
Abstentions and broker non-votes will have the effect of a vote against each of the Amendments.

10
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Appraisal Rights

Under Maryland law, because your shares are listed on the New York Stock Exchange, you are not entitled to rights of appraisal or
other similar rights of dissenters with respect to the Amendments.

Other Matters

Your Board of Directors does not intend to present any business at the Special Meeting other than the Amendments. Under
Maryland law and our Bylaws, generally no business other than the Amendments may be transacted at the Special Meeting.

AMENDMENT AND RESTATEMENT OF OUR CHARTER

Background

Our Corporation was founded in 1929 as a closed-end fund and in 1977 we re-incorporated in Maryland, under and subject to the
Maryland General Corporation Law, which we refer to as the  MGCL. Our re-incorporation was effected by the filing of our Articles of
Incorporation with the State Department of Assessments and Taxation of Maryland. Since then, our Atrticles of Incorporation have
been amended over the years in several respects, including to increase the number of authorized shares, authorize preferred stock
and provide for the designation of preferred stock into series and provide for the indemnification of our directors and officers and

limit the personal liability of our directors and officers to the maximum extent permitted by Maryland law and the Investment

Company Act of 1940. In this proxy statement, we refer to our Articles of Incorporation together with any amendments or

supplements as the Current Charter. A composite version of our Current Charter is attached as Appendix A. The composite version
of our Current Charter attached hereto does not include the articles supplementary that classify various series of preferred stock,

as no shares of those series are outstanding and, therefore, their terms are not relevant to the holders of our common stock at this
time. Moreover, those series of preferred stock, if the amendment and restatement of our Current Charter is approved, will be
effectively reclassified as preferred stock without designation as to series.

Since our incorporation in Maryland in 1977, the MGCL has evolved into a more flexible and modern corporation law. While some
of the changes to the MGCL over the years have been reflected in the amendments included in our Current Charter, it does not
contain many provisions that are now common in Maryland-chartered closed-end funds formed more recently, particularly many
that have been launched in initial public offerings over approximately the last five years.

Additionally, the atmosphere for closed-end funds has changed dramatically since the 1970s when the principal provisions of our
Current Charter were implemented in Maryland. Historically, shares of closed-end funds commonly have traded at a discount to net
asset value. Once it became clear that these discounts offered arbitrage opportunities, a new class of sophisticated investors in
closed-end funds emerged. Many of these professional investors do not generally have a long-term investment perspective but
instead seek to take short-term advantage of the discounts that are common among closed-end funds. Typically, these
opportunistic investors purchase large blocks of shares in closed-end funds whose shares are trading at significant discounts,
expecting that market forces or their own or others efforts will force these funds to take extraordinary action, such as liquidation or
conversion to an

11
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open-end fund, thereby destroying the essential character of the closed-end fund. Your Board of Directors believes that this type of
investment activity is inconsistent with our Corporation s long-term investment orientation, established over 75 years ago. Your
Board is opposed to converting our Corporation into an open-end fund, and here are a few of the key considerations:

First, in an open-end fund structure, stockholders are permitted to sell their shares back to the fund, at net asset value, determined
on a daily basis. Thus, the portfolio of an open-end fund must always include a sufficient amount of liquid assets to satisfy
redemptions, which are not always predictable, reducing the funds available for long-term investment.

Second, a conversion to an open-end structure could force us to sell securities at an inopportune time, foregoing profitable
investment opportunities and possibly severely disrupting our securities portfolio.

Third, the sale of portfolio securities by us in order to redeem shares after open-ending could result in capital gains that would have
to be distributed to our remaining, non-redeeming stockholders, forcing them to pay taxes on these currently unrealized gains and
reducing the Corporation s assets available for investment.

Fourth, with our virtually unique internally-managed structure, we do not presently have the support staff or systems in place to
conduct our operations as an open-end fund. Therefore, we would need to incur significant additional expenses and expanded
marketing costs were we forced to convert to an open-end fund. This would most likely result in a significant increase in our
expense ratio and the costs that would have to be borne by our stockholders.

Your Board of Directors, elected by you every year, has been following with increasing concern the activities of these short-term,
opportunistic investors in other closed-end funds. Unlike any single stockholder or group of stockholders, our Board is subject to
express statutory duties under the MGCL. In carrying out his or her responsibilities, each director of our Corporation must act (1) in
good faith, (2) with a reasonable belief that his or her actions are in the best interests of our Corporation and (3) with the care of an
ordinarily prudent person in a like position under similar circumstances. Under Maryland law, if a board of directors of a corporation
determines that an unsolicited effort of an arbitrageur or other short-term investor is not in the best interests of the corporation, the
board s duties may require that it take reasonable actions to oppose the effort. Resisting such an effort could result in one or more
proxy contests or litigation, which could have the effect of increasing the costs of the corporation, perhaps dramatically. A board of
directors may, on the other hand, determine that for a particular corporation, such an alternative is in the corporation s best interests
and decide to support it.

Our Board of Directors believes that focusing solely on the discount, which is the typical perspective of the short-term investor, is
not appropriate for a long-term investment fund, such as our Corporation. As disclosed in our semi-annual report for the period
ended June 30, 2006, our current, stated investment objective, as it has been for many years, is to provide stockholders with
preservation of capital, the attainment of reasonable income from investments and an opportunity for capital appreciation. We
believe that a closed-end structure has significantly helped us to maximize our long-term investment return.

13
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In light of the foregoing, our Board of Directors has considered and declared advisable various amendments to update and
modernize our Current Charter and to provide our Board with more tools to properly respond to initiatives from potential
arbitrageurs and others.

In this regard, there are many actions our Board may already take without stockholder approval. Under the MGCL, the board of
directors of a corporation with equity securities registered under the Securities Exchange Act of 1934 and with at least three
independent directors may elect on behalf of a corporation, notwithstanding any contrary provision in its charter or bylaws, to

(1) classify the board, (2) increase the vote required to remove a director to two-thirds of the outstanding shares entitled to vote
generally in the election of directors, (3) require a majority of the outstanding shares of stock entitled to vote at the meeting to
compel the calling of a stockholder-requested special meeting and (4) grant the board the exclusive power to set the number of
directors and to fill any vacancies. Our Board previously has elected to have the power set forth in (4) above and, as is common
among Maryland-chartered public corporations, including closed-end investment funds, our Bylaws currently provide for a majority
requirement to call a stockholder-requested special meeting. Our Board has no intention of making any further such elections at
this time, and the proposed Amendments to our Current Charter do not address any of the foregoing powers of the Board.

Attached hereto as Appendix B is the form of Articles of Amendment and Restatement, which we refer to as the Amended Charter.
The Amended Charter assumes all of the Amendments are approved. If some but not all Amendments are approved, the Amended
Charter will be revised accordingly.

The Board recommends approval of the following eight proposed Amendments.

Amendment 1: Purpose of Our Corporation

Article Ill of our Current Charter provides:

The purposes for which the Corporation is formed are to conduct, operate and carry on the business of an investment company; to
acquire by purchase, subscription, contract or otherwise, and to invest in, hold for investment or otherwise, to sell or exchange or
contract to sell or exchange, to mortgage, pledge or otherwise dispose of or turn to account or realize upon, and generally to deal in
and with all forms of securities, and to do any and all acts and things for the preservation, protection, improvement and
enhancement in value of any or all such securities or evidences of interest therein; to exercise any and all rights, powers and
privileges of individual ownership or interest in respect of any and all such securities or evidences of interest therein, including the
right to vote thereon and to consent and otherwise act with respect thereto; and to engage in any lawful act or activity for which
corporations may be organized under the General Corporation Law of Maryland.

Article Il of the Amended Charter provides:

The purposes for which the Corporation is formed are to conduct and carry on the business of a closed-end management
investment company registered under the Investment Company Act of 1940, as amended (the 1940 Act ), and to engage in any
other lawful act or activity for which corporations may be organized under the general laws of the State of Maryland as now or
hereafter in force.
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Our Corporation has conducted itself as a closed-end management investment company for the last 75 years. Proposed Article llI
shortens and simplifies this statement of the Corporation s purposes and conforms it to current industry practice.

Amendment 2: Classification, Designation and Issuance of Stock and Related Provisions

Article VI of our Current Charter provides for the authorized stock of our Corporation as follows:

The total number of shares of stock which the Corporation shall have authority to issue is 55,000,000 shares with an aggregate par
value of $50,000,000, divided into two classes consisting of (a) 50,000,000 shares of Common Stock of the par value of $1.00 per
share and (b) 5,000,000 shares of Preferred Stock without par value.

Additionally, Article VI of our Current Charter includes provisions governing the classification and designation of our Corporation s
preferred stock. Those provisions, which are set forth in their entirety in Appendix A, provide for the classification and designation
of unissued shares of preferred stock in one or more series.

Article V of the Amended Charter also provides for the authorized stock of our Corporation and allows our Board greater flexibility in
the classification and designation of stock and the authorization of the issuance of additional shares of stock.

Section 5.1 Authorized Shares. The Corporation has authority to issue 55,000,000 shares of stock, consisting of 50,000,000 shares
of Common Stock, $.001 par value per share (the Common Stock ), and 5,000,000 shares of Preferred Stock, $.001 par value
per share (the Preferred Stock ). The aggregate par value of all authorized shares of stock having par value is $55,000. If shares
of one class or series of stock are classified or reclassified into shares of another class or series of stock pursuant to this Article V,
the number of authorized shares of the former class or series shall be automatically decreased and the number of shares of the
latter class or series shall be automatically increased, in each case by the number of shares so classified or reclassified, so that the
aggregate number of shares of stock of all classes or series that the Corporation has authority to issue shall not be more than the
total number of shares of stock set forth in the first sentence of this paragraph. A majority of the entire Board of Directors, without
any action by the stockholders of the Corporation, may amend the charter from time to time to increase or decrease the aggregate
number of shares of stock or the number of shares of stock of any class or series that the Corporation has authority to issue.

Section 5.2 Common Stock. The Board of Directors may reclassify any unissued shares of Common Stock from time to time in one
or more classes or series of stock.

Section 5.3 Preferred Stock. The Board of Directors may classify any unissued shares of stock and reclassify any previously
classified but unissued shares of stock of any class or series from time to time, in one or more classes or series of stock, including
Preferred Stock.

Section 5.4 Classified or Reclassified Shares. Prior to issuance of classified or reclassified shares of any class or series, the Board
of Directors by resolution shall: (a) designate that class or series to distinguish it from all other classes and series of stock of the
Corporation;
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(b) specify the number of shares to be included in the class or series; (c) set or change, subject to the express terms of any class or
series of stock of the Corporation outstanding at the time, the preferences, conversion or other rights, voting powers, restrictions,
limitations as to dividends or other distributions, qualifications and terms and conditions of redemption for each class or series; and
(d) cause the Corporation to file articles supplementary with the State Department of Assessments and Taxation of Maryland

( SDAT ). Any of the terms of any class or series of stock set or changed pursuant to clause (c) of this Section 5.4 may be made
dependent upon facts or events ascertainable outside the charter (including determinations by the Board of Directors or other facts
or events within the control of the Corporation) and may vary among holders thereof, provided that the manner in which such facts,
events or variations shall operate upon the terms of such class or series of stock is clearly and expressly set forth in the articles
supplementary or other charter document filed with the SDAT.

Under Atrticle VI of our Current Charter, in order to increase the total number of authorized shares or the number of authorized
shares of any class or series, the stockholders must approve an amendment to our Current Charter. Since our Corporation was
re-incorporated in Maryland in 1977, the stockholders have approved four amendments to our Current Charter to increase the
number of authorized shares, most recently in 2000. The process for approving a charter amendment may take several months. In
1999, the Maryland legislature amended the MGCL to specifically permit the charter of a Maryland corporation to provide its board
of directors the power to amend the charter, without a stockholder vote, to increase or decrease the aggregate number of shares of
stock or the number of shares of stock of any class that a corporation is authorized to issue. Since this amendment to the MGCL,
many Maryland corporations, including closed-end funds, have included such a provision in their charters. This provision allows
boards of directors to take advantage of often fast-changing capital market conditions to issue additional shares of stock, such as
through a stock split, as last occurred in 2000, without the time-consuming and expensive process of seeking a stockholder vote.
Vesting in our Board the power to increase the number of our Corporation s shares could, in the future, allow our Corporation to
take quick action to issue additional shares of stock under favorable market conditions, as determined by the members of our
Board in the exercise of their duties to oversee the management of the Corporation s business and affairs.

Related provisions include provisions for the classification and designation of shares of preferred stock. In Article VI of our Current
Charter, it is unclear whether authorized but unissued shares of our preferred stock may be re-classified into shares of common
stock. Additionally, Article VI does not provide for the classification of shares of authorized but unissued shares of common stock
into shares of preferred stock. Article V of the Amended Charter would allow our Board to classify and reclassify unissued shares of
common stock or preferred stock into other classes and series, thereby giving our Board the maximum flexibility in financing the
Corporation through authorizing the issuance of additional shares of stock. Moreover, Article V of the Amended Charter provides
for the automatic readjustment of the number of authorized shares of a class or series of our Corporation s stock that are classified
or reclassified into shares of another series or class of our Corporation. Additionally, the Amended Charter updates the language
governing the classification and designation of stock to more accurately track current provisions of the MGCL. This amendment
also reclassifies certain series of our preferred stock, which are no longer outstanding, to preferred stock without classification.
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Par value no longer has any significance in the MGCL other than in connection with the calculation of certain filing fees in the State
of Maryland. In order to minimize these potential fees, the Amended Charter provides for a nominal par value of $.001 per share.

Finally, the proposed amendments track a provision of the MGCL, adopted in 1986, that allows the terms of stock to be made
dependent on facts ascertainable outside of the charter. This provision is widely used by closed-end funds that issue auction
market preferred stock, certain terms of which are typically made dependent on rating agency determinations or other extrinsic
facts.

The Board of Directors has no intention of authorizing the issuance of any additional shares of stock at this time.

Amendment 3: Stockholder Voting

Under the MGCL, a Maryland corporation generally cannot dissolve, amend its charter, merge, sell all or substantially all of its
assets, engage in a share exchange or engage in similar transactions outside the ordinary course of business, unless approved by
the affirmative vote of stockholders entitled to cast at least two-thirds of the votes entitled to be cast on the matter. However, the
MGCL permits a Maryland corporation to provide in its charter for approval of these matters by a lesser percentage, but not less
than a majority of all of the votes entitled to be cast on the matter. Our Current Charter does not include a provision that would
allow for the reduction of the vote required to approve most of the foregoing extraordinary actions. Article X of our Current Charter
provides:

The affirmative vote of the holders of two-thirds of the total number of shares outstanding and entitled to vote shall be necessary to
authorize any of the following actions: (i) a merger or consolidation with an open-end investment company, (ii) the dissolution of the
Corporation, (iii) the transfer of all or substantially all of the assets of the Corporation, (iv) any amendment to these Articles of
Incorporation which makes the Common Stock a redeemable security (as such term is defined in the Investment Company Act of
1940) or reduces the two-thirds vote required to authorize the actions listed in this paragraph or (v) a merger or consolidation with a
corporation whose charter does not require the vote of at least two-thirds of each class of stock entitled to be cast to approve the
actions listed in this paragraph.

These provisions prevent the occurrence of an extraordinary corporate event without the affirmative vote of a supermajority of
stockholders.

Article VI of the Amended Charter provides:

Section 6.1 Amendments Generally. The Corporation reserves the right from time to time to make any amendment to its charter,
now or hereafter authorized by law, including any amendment altering the terms or contract rights, as expressly set forth in the
charter, of any shares of outstanding stock. All rights and powers conferred by the charter on stockholders, directors and officers
are granted subject to this reservation.

Section 6.2 Approval of Certain Extraordinary Actions and Charter Amendments. (a) The affirmative vote of the holders of
two-thirds of the total number of shares outstanding and entitled to vote shall be necessary to authorize any of the following
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consolidation with an open-end investment company, (ii) the dissolution of the Corporation, (iii) the transfer of all or substantially all
of the assets of the Corporation, (iv) any amendment to the Charter that makes the Common Stock a redeemable security (as such
term is defined in the Investment Company Act of 1940) or reduces the two-thirds vote required to authorize the actions listed in
this paragraph or (v) a merger or consolidation with a corporation whose charter does not require the vote of at least two-thirds of
each class of stock entitled to be cast to approve the actions listed in this paragraph.

(b) The affirmative vote of the holders of shares entitled to cast at least two-thirds of the votes entitled to be cast on the matter,
each class voting as a separate class, shall be necessary to effect any amendment to Section 4.1, Section 4.2, Section 6.1, this
Section 6.2(b) or Section 6.2(c); provided, however, that, if the Continuing Directors (as defined herein), by a vote of at least
two-thirds of such Continuing Directors, in addition to approval by the Board of Directors, approve such amendment, the affirmative
vote of the holders of a majority of the votes entitled to be cast shall be sufficient to approve such matter.

(c) Continuing Directors means (i) the directors identified in Section 4.1, (ii) the directors whose nomination for election by the
stockholders or whose election by the directors to fill vacancies is approved by a majority of the directors identified in Section 4.1,
who are on the Board at the time of the nomination or election, as applicable, or (iii) any successor directors whose nomination for
election by the stockholders or whose election by the directors to fill vacancies is approved by a majority of the Continuing Directors
or successor Continuing Directors, who are on the Board at the time of the nomination or election, as applicable.

Article VI of the Amended Charter retains the two-thirds vote requirement in Article VIII of our Current Charter to approve certain
mergers, a dissolution, sale of substantially all of the assets of the Corporation and the conversion of our Corporation into an
open-end fund. The amendment increases the vote required for certain additional charter amendments to two-thirds of our
outstanding stock entitled to vote on the matter. However, the Amended Charter provides that if two-thirds of the Continuing
Directors on our Board approve certain amendments, such proposals would be approved by the affirmative vote of the holders of a
majority of the votes entitled to be cast on the matter. A Continuing Director includes our current directors, directors who are
nominated by a majority of our current directors in office, and directors who were nominated by a majority of the current directors
on our Board who are included in the first two categories.

Amendment 4: Stockholder Election of Directors

Article IV of the Amended Charter adds new language that provides:

The Bylaws of the Corporation may provide for the election of a director by a plurality of all the votes cast in the election of a
director, a majority or other percentage of all the votes entitled to be cast in the election of a director or by any other vote, in any
case as specified in the Bylaws and as may vary as specified in the Bylaws depending upon whether the election of directors is
contested.

Our Current Charter is silent on the vote required to elect directors. The MGCL provides that a plurality of the votes cast is sufficient
to elect a director, unless the charter or bylaws of a corporation
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provide otherwise. Our current Bylaws provide that a director shall be elected by a plurality of the votes cast. Our Board of Directors
has no intention at this time to amend our Bylaws to change this provision. However, there has been recent consideration in legal
and other circles regarding the appropriate vote for the election of directors. While some companies have moved toward majority
voting in the election of directors, we have not yet determined whether majority voting is appropriate for us. The new language in
Article IV modernizes our Charter and gives our Board flexibility in determining the appropriate vote requirement in the election of
directors in the future depending upon then prevailing circumstances. Our Board of Directors could, for example, decide to institute
a majority vote in all elections of directors by stockholders or, alternatively, only in a non-contested election and a plurality vote in a
contested election instituted by an arbitrageur or other short-term investor that would not be in the best interests of our Corporation.

Amendment 5: Power to Amend Bylaws

Article Ninth of our Current Charter provides:

The by-laws may be adopted, amended or repealed by vote of the stockholders or by the Board of Directors upon the affirmative
vote of a majority of the entire Board, but any by-law adopted by the Board of Directors may be amended or repealed by the
stockholders.

Article V of the Amended Charter provides:

The rights of all stockholders and the terms of all stock are subject to the provisions of the charter and the Bylaws. The Board of
Directors of the Corporation shall have the exclusive power to make, alter, amend or repeal the Bylaws.

As permitted by the MGCL, the proposed amendments would grant to our Board the exclusive power to amend our Bylaws. Under
our Current Charter, our stockholders with the Board have the concurrent power to amend our Bylaws. The stockholders have
never exercised this power in the time our Corporation has been a Maryland corporation. It is common that the bylaws of Maryland
public companies provide for exclusive board power to change the bylaws. Exclusive rather than concurrent power avoids a
possibly circular situation in which either the stockholders or the board could endlessly repeal each other s changes and
subsequent repeals. Our Board has no present intention of changing the Bylaws but, in making any changes, each director, as
noted above, would be required by the MGCL to act in good faith, to reasonably believe that his or her action was in the best
interest of our Corporation and to act with the care of an ordinarily prudent person. Although bylaws may contain provisions that
may be viewed as anti-takeover provisions, most typical bylaw provisions deal with matters of internal corporate logistics and
governance.

Amendment 6: Quorum for Stockholder Meetings

Our Current Charter is silent with respect to a quorum for the transaction of business at a meeting of stockholders. Article 1V of the
Amended Charter provides:

The presence in person or by proxy of the holders of shares of stock of the Corporation entitled to cast a majority of the votes
entitled to be cast on a matter (without regard to class) shall constitute a