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CALCULATION OF REGISTRATION FEE

Title of Each Class of

Securities to be Registered

Proposed Maximum
Aggregate

Offering Price(1)
Amount of

Registration Fee(2)
1.250% Senior Notes due 2025 $671,820,000 $78,065.48

(1) �600,000,000 aggregate principal amount of the 1.250% Senior Notes due 2025 will be issued. The Proposed Maximum Aggregate Offering
Price is based on the noon buying rate in New York City on February 27, 2015 for cable transfers of �1.00=$1.1197 as announced by the
United States Federal Reserve Board for euro.

(2) Calculated in accordance with Rule 457(r) of the Securities Act of 1933, as amended.
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PROSPECTUS SUPPLEMENT

(To prospectus dated May 14, 2012)

�600,000,000

1.250% Senior Notes due 2025

We are offering �600,000,000 aggregate principal amount of 1.250% senior notes due 2025 (the �notes�). The notes will mature on March 10, 2025.
Interest on the notes is payable annually in arrear on March 10 of each year, commencing March 10, 2016.

We may redeem some or all of the notes at any time and from time to time at the �make whole� redemption price described under the heading
�Description of the Notes�Optional Redemption.� In addition, we may redeem the notes in whole, but not in part, at our option, in the event of
certain developments affecting United States taxation as described under the heading �Description of the Notes�Redemption for Tax Reasons.�

If we experience a �change of control repurchase event,� unless we have exercised our right to redeem the notes, we will be required to offer to
repurchase the notes from holders.

The notes will be our senior unsecured obligations and will rank equally in right of payment with all of our other senior unsecured indebtedness
from time to time outstanding. The notes will be issued only in minimum denominations of �100,000 and integral multiples of �1,000 in excess
thereof.

Investing in the notes involves risks. See �Risk Factors� beginning on page S-6 of this prospectus supplement and the risks discussed
elsewhere in this prospectus supplement, the accompanying prospectus and the documents we file with the U.S. Securities and Exchange
Commission.

Neither the U.S. Securities and Exchange Commission nor any other state securities commission has approved or disapproved of these securities
or passed upon the adequacy or accuracy of this prospectus supplement or the accompanying prospectus. Any representation to the contrary is a
criminal offense.

Currently there is no public market for the notes. We intend to apply to list the notes on the New York Stock Exchange. The listing application
will be subject to approval by the New York Stock Exchange. If such listing is obtained, we have no obligation to maintain such listing and we
may delist the notes at any time.

Per Note Total
Public offering price (1) 99.953% �599,718,000
Underwriting discounts and commissions 0.450% � 2,700,000
Proceeds, before expenses, to us 99.503% �597,018,000

(1) Plus accrued interest from March 9, 2015 if delivery of the notes occurs after that date.
The notes will initially be represented by one or more global notes in registered form which will be registered in the name of a nominee of a
common depositary for Euroclear Bank S.A./N.V. (�Euroclear�) and Clearstream Banking, société anonyme (�Clearstream�). It is expected that
delivery of the global note(s) will be made on March 9, 2015 or such later date as may be agreed by us and the underwriters.

Joint Book-Running Managers
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BofA Merrill Lynch HSBC J.P. Morgan
Co-Managers

BBVA Citigroup Rabobank International
The date of this prospectus supplement is March 2, 2015.
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About This Prospectus Supplement

No person has been authorized to give any information or to make any representations other than those contained in this prospectus supplement,
the accompanying prospectus or any free writing prospectus we have authorized and, if given or made, such information or representations must
not be relied upon as having been authorized. This prospectus supplement, the accompanying prospectus and any free writing prospectus we
have authorized do not constitute an offer to sell or the solicitation of an offer to buy any securities other than the securities described in this
prospectus supplement in any circumstances in which such offer or solicitation is unlawful. Neither the delivery of this prospectus supplement,
the accompanying prospectus or any free writing prospectus we have authorized nor any sale made hereunder or thereunder shall, under any
circumstances, create any implication that there has been any change in the affairs of Kellogg since the date of this prospectus supplement or that
the information contained herein or therein is correct as of any time subsequent to its date.

The notes are being offered for sale only in jurisdictions where it is lawful to make such offers. The distribution of this prospectus supplement
and the accompanying prospectus and the offering of the notes in certain jurisdictions may be restricted by law. Persons outside the United
States who receive this prospectus supplement and the accompanying prospectus should inform themselves about and observe any such
restrictions. This prospectus supplement and the accompanying prospectus do not constitute, and may not be used in connection with, an offer or
solicitation by anyone in any jurisdiction in which such offer or solicitation is not authorized or in which the person making such offer or
solicitation is not authorized or in which the person making such offer or solicitation is not qualified to do so or to any person to whom it is
unlawful to make such offer or solicitation. See �Underwriting� in this prospectus supplement.

Unless otherwise specified or indicated by the context, references in this prospectus supplement and the accompanying prospectus to the
�Company,� �Kellogg,� �we,� �us� and �our� refer to Kellogg Company and its divisions and subsidiaries. References in this prospectus supplement and
the accompanying prospectus to �$� and �dollars� are to the currency of the United States. References to ��� and �euro� in this prospectus supplement are
to the currency of the member states of the European Monetary Union that have adopted or that adopt the single currency in accordance with the
treaty establishing the European Community, as amended by the Treaty on European Union. The financial information presented, or
incorporated by reference in this prospectus supplement and the accompanying prospectus has been prepared in accordance with Generally
Accepted Accounting Principles in the United States (�GAAP�).

Notice to Prospective Investors in the European Economic Area

This prospectus supplement and the accompanying prospectus have been prepared on the basis that any offer of notes in any member state of the
European Economic Area (the �EEA�) that has implemented the Prospectus Directive (2003/71/EC, as amended, including by Directive
2010/73/EU) (each, a �Relevant Member State�) will be made pursuant to an exemption under the Prospectus Directive, as implemented in that
Relevant Member State, from the requirement to publish a prospectus for offers of notes. Accordingly, any person making or intending to make
any offer in that Relevant Member State of notes which are the subject of the offering contemplated by this prospectus supplement and the
accompanying prospectus may only do so in circumstances in which no obligation arises for Kellogg or any of the underwriters to publish a
prospectus pursuant to Article 3 of the Prospectus Directive in relation to such offer. Neither Kellogg nor the underwriters have authorized, nor
does Kellogg or they authorize, the making of any offer of notes in circumstances in which an obligation arises for us or the underwriters to
publish a prospectus for such offer.

Notice to Prospective Investors in the United Kingdom

This prospectus supplement and accompanying prospectus are only being distributed to, and are only directed at, persons in the United Kingdom
that are qualified investors within the meaning of Article 2(1)(e) of the Prospectus Directive and that are also (1) investment professionals falling
within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the �Order�) or (2) high net worth entities,
and other persons to whom it may lawfully be communicated, falling within Article 49(2)(a) to (d) of the

S-ii

Edgar Filing: KELLOGG CO - Form 424B5

Table of Contents 5



Table of Contents

Order (each such person being referred to as a �Relevant Person�). This prospectus supplement and accompanying prospectus and their contents
are confidential and should not be distributed, published or reproduced (in whole or in part) or disclosed by recipients to any other persons in the
United Kingdom. Any person in the United Kingdom that is not a Relevant Person should not act or rely on this prospectus supplement and/or
accompanying prospectus or any of their contents.

This prospectus supplement and accompanying prospectus have not been approved for the purposes of section 21 of the UK Financial Services
and Markets Act 2000 (�FSMA�) by a person authorized under FSMA. This prospectus supplement and the accompanying prospectus are being
distributed and communicated to persons in the United Kingdom only in circumstances in which section 21(1) of FSMA does not apply. The
notes are not being offered or sold to any person in the United Kingdom except in circumstances which will not result in an offer of securities to
the public in the United Kingdom within the meaning of Part VI of FSMA.

Stabilization

IN CONNECTION WITH THE ISSUE OF THE NOTES, MERRILL LYNCH INTERNATIONAL (IN THIS CAPACITY, THE
�STABILIZING MANAGER�) (OR ANY PERSON ACTING ON ITS BEHALF) MAY OVER-ALLOT NOTES OR EFFECT
TRANSACTIONS WITH A VIEW TO SUPPORTING THE MARKET PRICE OF THE NOTES AT A LEVEL HIGHER THAN THAT
WHICH MIGHT OTHERWISE PREVAIL. HOWEVER, THERE IS NO ASSURANCE THAT THE STABILIZING MANAGER (OR
PERSONS ACTING ON BEHALF OF THE STABILIZING MANAGER) WILL UNDERTAKE ANY STABILIZATION ACTION. ANY
STABILIZATION ACTION MAY BEGIN ON OR AFTER THE DATE ON WHICH ADEQUATE PUBLIC DISCLOSURE OF THE TERMS
OF THE OFFER OF THE NOTES IS MADE, AND, IF BEGUN, MAY BE ENDED AT ANY TIME, BUT IT MUST END NO LATER THAN
THE EARLIER OF 30 DAYS AFTER THE ISSUE OF THE NOTES AND 60 DAYS AFTER THE DATE OF THE ALLOTMENT OF THE
NOTES. SEE �UNDERWRITING.�

THE UNDERWRITERS HAVE ADVISED US THAT ANY STABILIZATION ACTION COMMENCED WILL BE CARRIED OUT IN
ACCORDANCE WITH APPLICABLE LAWS AND REGULATIONS.

S-iii
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Summary

This summary highlights information contained elsewhere or incorporated by reference in this prospectus supplement and the accompanying
prospectus. This summary is not intended to be a complete description of the matters covered in this prospectus supplement and the
accompanying prospectus and is subject to, and qualified in its entirety by reference to, the more detailed information and financial statements
(including the notes thereto) included or incorporated by reference in this prospectus supplement and the accompanying prospectus. You should
read this prospectus supplement, the accompanying prospectus and any free writing prospectus we have authorized, together with additional
information described in the accompanying prospectus in the sections titled �Where You Can Find More Information� and �Incorporation of
Certain Information by Reference.�

Kellogg Company

Kellogg Company is the world�s leading producer of cereal, second largest producer of cookies and crackers, and a leading producer of savory
snacks and frozen foods. Additional product offerings include toaster pastries, cereal bars, fruit-flavored snacks and veggie foods. Kellogg
products are manufactured and marketed globally.

The Company�s principal products are ready-to-eat cereals and convenience foods, such as cookies, crackers, savory snacks, toaster pastries,
cereal bars, fruit-flavored snacks, frozen waffles and veggie foods. The Company�s cereal products are generally marketed under the Kellogg�s
name and are sold to the grocery trade through direct sales forces for resale to consumers. The Company uses broker and distributor
arrangements for certain products. The Company also markets cookies, crackers, crisps, and other convenience foods, under brands such as
Kellogg�s, Keebler, Pringles, Cheez-It, Murray, Austin and Famous Amos, to supermarkets in the United States through a direct store-door
(DSD) delivery system, although other distribution methods are also used. The Company also generally uses these, or similar arrangements, in
less-developed market areas or in those market areas outside of the Company�s focus.

Kellogg Company was incorporated in Delaware in 1922. Our principal executive offices are located at One Kellogg Square, P.O. Box 3599,
Battle Creek, Michigan 49016-3599 and our telephone number is (269) 961-2000.

S-1
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Summary Historical Financial Data

The following table presents our summary financial data prepared in accordance with GAAP and the regulations of the U.S. Securities and
Exchange Commission. The summary historical financial data has been derived from our audited consolidated financial statements as of and for
the three fiscal years ended January 3, 2015, December 28, 2013 and December 29, 2012, which are incorporated by reference herein. The
information set forth below should be read together with the other information contained herein and in the documents incorporated by reference
herein.

The summary historical financial data should be read in conjunction with �Risk Factors� in this prospectus supplement, the risks discussed
elsewhere in this prospectus supplement and the accompanying prospectus, including those set forth under the heading �Forward-Looking
Statements� in the accompanying prospectus, and the risk factors set forth in Part I, Item 1A of our Annual Report on Form 10-K for the year
ended January 3, 2015, which is incorporated by reference herein, the section �Management�s Discussion and Analysis of Financial Condition and
Results of Operations� appearing in Part II, Item 7 of our Annual Report on Form 10-K for the year ended January 3, 2015, which is incorporated
by reference herein, and our consolidated financial statements and the related notes thereto incorporated by reference in this prospectus
supplement.

Fiscal Year Ended
(in millions, except per share data and number

of employees)
January 3,

2015
December 28,

2013
December 29,

2012
Operating trends
Net sales $ 14,580 $ 14,792 $ 14,197
Gross profit as a % of net sales 34.7% 41.3% 38.3% 
Depreciation 494 523 444
Amortization 9 9 4
Advertising expense 1,094 1,131 1,120
Research and development expense 199 199 206
Operating profit 1,024 2,837 1,562
Operating profit as a % of net sales 7.0% 19.2% 11.0% 
Interest expense 209 235 261
Net income attributable to Kellogg Company 632 1,807 961
Average shares outstanding:
Basic 358 363 358
Diluted 360 365 360
Per share amounts:
Basic 1.76 4.98 2.68
Diluted 1.75 4.94 2.67

Cash flow trends
Net cash provided by operating activities $ 1,793 $ 1,807 $ 1,758
Capital expenditures 582 637 533

Net cash provided by operating activities reduced by capital expenditures (1) 1,211 1,170 1,225

Net cash used in investing activities (573) (641) (3,245) 
Net cash used in financing activities (1,063) (1,141) 1,317

Capital structure trends
Total assets $ 15,153 $ 15,474 $ 15,169
Property, net 3,769 3,856 3,782
Short-term debt and current maturities of long-term debt 1,435 1,028 1,820
Long-term debt 5,935 6,330 6,082
Total Kellogg Company equity 2,789 3,545 2,404
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Number of employees 29,790 30,277 31,006

(1) We present this non-GAAP financial measure, which is reconciled above, to focus management and investors on the amount of cash
available for debt repayment, dividend distribution, acquisition opportunities, and share repurchase.

S-2
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The Offering

Issuer Kellogg Company.

Notes Offered �600,000,000 aggregate principal amount of 1.250% senior notes due 2025.

Maturity The notes will mature on March 10, 2025.

Interest 1.250% per annum. Interest on the notes is payable annually in arrear on March 10 of
each year, commencing March 10, 2016.

Ranking The notes will be our senior unsecured obligations and will rank equally in right of
payment with all of our other senior unsecured indebtedness from time to time
outstanding. The notes will be effectively subordinated to all liabilities of our
subsidiaries, including trade payables. As of January 3, 2015, our subsidiaries had $469
million of indebtedness (including outstanding letters of credit but excluding trade
payables).

Currency of Payment All payments of interest and principal, including payments made upon any redemption of
the notes, will be made in euro. If the euro is unavailable to us due to the imposition of
exchange controls or other circumstances beyond our control or if the euro is no longer
being used by the then member states of the European Monetary Union that have adopted
the euro as their currency or for the settlement of transactions by public institutions of or
within the international banking community, then all payments in respect of the notes will
be made in dollars until the euro is again available to us or so used.

Additional Amounts We will, subject to certain exceptions and limitations set forth herein, pay additional
amounts on the notes as are necessary in order that the net payment by us of the principal
of, and premium, if any, and interest on the notes to a holder who is not a United States
person, after withholding or deduction for any future tax, assessment or other
governmental charge imposed by the United States or a taxing authority in the United
States will not be less than the amount provided in the notes to be then due and payable.
See �Description of the Notes�Payment of Additional Amounts.�

Optional Redemption We may redeem the notes at our option, at any time in whole or from time to time in part,
at a redemption price equal to the greater of:

� 100% of the principal amount of the notes being redeemed; and

� the sum of the present values of the remaining scheduled payments of principal
and interest on the notes being redeemed on that redemption date (not including
any portion of any payments of interest accrued to the redemption date)
discounted to the redemption date on an annual basis (ACTUAL/ACTUAL
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(ICMA)) at the applicable Comparable Government Bond Rate (as defined
herein), plus 15 basis points.
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In case of redemption, we will also pay the accrued and unpaid interest on the notes to the redemption date.

Redemption for Tax Reasons We may redeem the notes at our option in whole but not part if the tax laws of the United
States (or any taxing authority in the United States) change and we become obligated to
pay additional amounts on the notes as described under �Description of the
Notes�Payments of Additional Amounts.� This redemption would be at 100% of the
principal amount, together with accrued and unpaid interest on the notes to the date fixed
for redemption. See �Description of the Notes�Redemption for Tax Reasons.�

Repurchase at Option of Holders Upon a Change of
Control Repurchase Event

If we experience a �Change of Control Repurchase Event� (as defined in �Description of the
Notes�Repurchase at Option of Holders Upon Change of Control Repurchase Event�), we
will be required, unless, we have exercised our right to redeem the notes, to offer to
repurchase the notes at a purchase price equal to 101% of their principal amount, plus
accrued and unpaid interest to the repurchase date.

Covenants Under the indenture governing the notes, we have agreed to certain restrictions on our
ability to incur debt secured by liens and to enter into certain transactions. See
�Description of Debt Securities�Covenants�Limitation on Liens,� ��Sale and Leaseback,� and
��Merger, Consolidation or Sale of Assets� in the accompanying prospectus.

Use of Proceeds We intend to use the net proceeds from the sale of the notes for general corporate
purposes, including the repayment of a portion of our commercial paper borrowings. See
�Use of Proceeds� in this prospectus supplement.

Additional Notes We may from time to time, without giving notice to or seeking the consent of the holders
of the notes, issue debt securities having the same terms (except for the issue date and, in
some cases, the public offering price and the first interest payment date and the initial
interest accrual date) as, and ranking equally and ratably with, the notes. Any additional
debt securities having such similar terms, together with the notes, will constitute a single
series of securities under the indenture, including for purposes of voting and redemptions.

Denomination and Form We will issue the notes in the form of one or more global notes fully registered in the
name of a nominee of, and deposited with, a common depositary for Clearstream and
Euroclear. Except in the limited circumstances described in this prospectus supplement,
owners of beneficial interests in the notes will not be entitled to have notes registered in
their names, will not receive or be entitled to receive notes in definitive form and will not
be considered holders of

S-4
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notes under the indenture. The notes will be issued only in minimum denominations of
�100,000 and integral multiples of �1,000 in excess thereof.

Listing We intend to apply to list the notes on the New York Stock Exchange. The listing
application will be subject to approval by the New York Stock Exchange. If such a listing
is obtained, we have no obligation to maintain such listing, and we may delist the notes at
any time.

Material U.S. Federal Income Tax Considerations If you are a holder subject to U.S. income tax, you will generally be taxed on stated
interest on the notes as ordinary income at the time the interest is received or when it
accrues, depending on your method of accounting for tax purposes. Any gain or loss you
recognize on the sale, exchange, redemption or other disposition of a note generally will
be capital gain or loss, subject to the special rules that apply to foreign currency
transactions. The purchase of the notes in euro and payment of interest and proceeds upon
disposition of the notes in euro may have significant tax consequences. You should
consult your tax advisor regarding the United States federal, state, local or other tax
consequences of acquiring, owning and disposing of the notes. See �Material U.S. Federal
Income Tax Considerations.�

Risk Factors You should carefully read and consider the information set forth in �Risk Factors,� the risks
discussed elsewhere in this prospectus supplement and the accompanying prospectus,
including those set forth under the heading �Forward-Looking Statements� in the
accompanying prospectus, and the risk factors set forth in Part I, Item 1A of our Annual
Report on Form 10-K for the year ended January 3, 2015 before investing in the notes.

Selling Restrictions You should carefully read and consider the information set forth in �About This
Prospectus Supplement� and �Underwriting�Selling Restrictions� before investing in the
notes.

Trustee, Registrar, U.S. Paying Agent and U.S.
Transfer Agent

The Bank of New York Mellon Trust Company, N.A.

London Paying Agent The Bank of New York Mellon, London Branch.

Governing Law New York.

S-5
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Risk Factors

An investment in the notes involves risks. Before deciding whether to purchase the notes, you should consider the risks discussed below and
elsewhere in this prospectus supplement or the accompanying prospectus, including those set forth under the heading �Forward-Looking
Statements� on page 1 of the accompanying prospectus, and in Part I, Item 1A of our Annual Report on Form 10-K for the year ended
January 3, 2015, which is incorporated by reference in this prospectus supplement and the accompanying prospectus. Additional risks and
uncertainties not presently known to us or that we currently believe to be immaterial may also impair our business operations.

Any of the risks discussed below or elsewhere in this prospectus supplement, the accompanying prospectus or in our SEC filings incorporated by
reference in this prospectus supplement and the accompanying prospectus, and other risks we have not anticipated or discussed, could have a
material adverse impact on our business, financial condition or results of operations. In that case, our ability to pay interest on the notes when
due or to repay the notes at maturity could be adversely affected, and the trading price of the notes could decline substantially.

We have a substantial amount of indebtedness, which could limit financing and other options and adversely affect our ability to make
payments on the notes.

We have indebtedness that is substantial in relation to our shareholders� equity. As of January 3, 2015, on a pro forma basis after giving effect to
the issuance of the notes and the use of proceeds therefrom, we had total debt of approximately $7.4 billion and equity of $2.9 billion. See
�Capitalization.�

Our substantial indebtedness could have important consequences, including:

� impairing the ability to obtain additional financing for working capital, capital expenditures or general corporate purposes,
particularly if the ratings assigned to our debt securities by rating organizations were revised downward; a downgrade in our credit
ratings, particularly our short-term credit rating, would likely reduce the amount of commercial paper we could issue, increase our
commercial paper borrowing costs, or both;

� restricting our flexibility in responding to changing market conditions or making us more vulnerable in the event of a general
downturn in economic conditions or our business;

� requiring a substantial portion of our cash flow from operations to be dedicated to the payment of principal and interest on our debt,
reducing the funds available to us for other purposes such as expansion through acquisitions, marketing spending and expansion of
our product offerings; and

� causing us to be more leveraged than some of our competitors, which may place us at a competitive disadvantage.
Our ability to make scheduled payments or to refinance our obligations with respect to indebtedness will depend on our financial and operating
performance, which in turn, is subject to prevailing economic conditions, the availability of, and interest rates on, short-term financing, and
financial, business and other factors beyond our control.

The notes are effectively subordinated to any secured obligations we may have outstanding and to the obligations of our subsidiaries.

Although the notes are unsubordinated obligations, they are effectively subordinated to any secured obligations we may have, to the extent of the
assets that serve as security for those obligations. As of January 3, 2015, we had no secured debt (other than $5 million of capital lease
obligations). However, since the notes are obligations exclusively of Kellogg Company, and are not guaranteed by our subsidiaries, the notes are
also

S-6
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effectively subordinated to all liabilities of our subsidiaries since they are separate and distinct legal entities with no obligation to pay any
amounts due under our indebtedness, including the notes, or to make any funds available to us, whether by paying dividends or otherwise, so
that we can do so. Under the terms of our indenture, our subsidiaries are not prohibited from incurring additional debt or other liabilities,
including senior indebtedness. If our subsidiaries were to incur additional debt or liabilities, our ability to pay our obligations on the notes could
be adversely affected. As of January 3, 2015, our subsidiaries had $469 million of indebtedness (including outstanding letters of credit but
excluding trade payables).

We may incur additional indebtedness.

The indenture governing the notes does not prohibit us from incurring additional unsecured indebtedness in the future. We are also permitted to
incur additional secured indebtedness that would be effectively senior to the notes subject to the limitations described in the section entitled
�Description of Debt Securities�Covenants�Limitations on Liens� in the accompanying prospectus. The indenture governing the notes also permits
unlimited additional borrowings by our subsidiaries that are effectively senior to the notes. In addition, the indenture does not contain any
restrictive covenants limiting our ability to pay dividends or make any payments on junior or other indebtedness.

An active trading market may not develop for the notes.

The notes are a new issue of securities for which there is currently no trading market. Although we intend to apply for listing of the notes for
trading on the New York Stock Exchange, no assurance can be given that the notes will become or will remain listed or that an active trading
market for the notes will develop or, if developed, that it will continue. The listing application will be subject to approval by the New York
Stock Exchange. If such a listing is obtained, we have no obligation to maintain such listing, and we may delist the notes at any time. In
addition, although the underwriters have informed us that they currently intend to make a market in the notes after we complete the offering,
they have no obligation to do so and may discontinue their market-making at any time without notice. Any market-making activity will be
subject to the limits imposed by federal securities laws and may be limited during the offering of the notes.

If an active trading market does not develop or is not maintained, the market prices and liquidity of the notes may be adversely affected. In that
case, you may not be able to sell your notes at a particular time or you may not be able to sell your notes at a favorable price. The liquidity of
any market for the notes will depend on a number of factors, including:

� the number of holders of the notes;

� our ratings published by major credit rating agencies;

� our financial performance;

� the market for similar securities;

� the interest of securities dealers in making a market in the notes; and

� prevailing interest rates.
Our credit ratings may not reflect all risks of an investment in the notes.

The notes will be rated by at least one nationally recognized statistical rating organization. The ratings of our notes will primarily reflect our
financial strength and will change in accordance with the rating of our financial strength. Any rating is not a recommendation to purchase, sell or
hold any particular security, including the notes. These ratings do not comment as to market price or suitability for a particular investor. In
addition, ratings at any time may be lowered or withdrawn in their entirety. The ratings of the notes may not reflect the potential impact of all
risks related to structure and other factors on any trading market for, or trading value of,
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the notes. Actual or anticipated changes or downgrades in our credit ratings, including any announcement that our ratings are under further
review for a downgrade, could affect the market value of the notes and increase our corporate borrowing costs.

An increase in market interest rates could result in a decrease in the value of the notes.

In general, as market interest rates rise, notes bearing interest at a fixed rate generally decline in value because the premium, if any, over market
interest rates will decline. Consequently, if you purchase notes and market interest rates increase, the market value of your notes may decline.
We cannot predict the future level of market interest rates.

We may not be able to repurchase the notes upon a change of control.

Upon the occurrence of a Change of Control Repurchase Event, unless we have exercised our right to redeem the notes, each holder of notes will
have the right to require us to repurchase all or any part of such holder�s notes at a price equal to 101% of their principal amount, plus accrued
and unpaid interest, if any, to the date of repurchase. If we experience a Change of Control Repurchase Event, there can be no assurance that we
would have sufficient financial resources available to satisfy our obligations to repurchase the notes. Our failure to repurchase the notes as
required under the indenture governing the notes would result in a default under the indenture, which could have material adverse consequences
for us and the holders of the notes. See �Description of the Notes�Repurchase at Option of Holders Upon Change of Control Repurchase Event.�

The change of control put right might not be enforceable.

In a 2009 decision that was subsequently affirmed by the Delaware Supreme Court, the Chancery Court of Delaware raised the possibility that a
change of control put right occurring as a result of a failure to have �continuing directors� comprising a majority of a board of directors might be
unenforceable on public policy grounds.

An investment in the notes by a holder whose home currency is not euro entails significant risks.

All payments of interest on and the principal of the notes and any redemption price for the notes will be made in euro. An investment in the
notes by a holder whose home currency is not euro entails significant risks. These risks include the possibility of significant changes in rates of
exchange between the holder�s home currency and euro and the possibility of the imposition or subsequent modification of foreign exchange
controls. These risks generally depend on factors over which we have no control, such as economic, financial and political events and the supply
of and demand for the relevant currencies. In the past, rates of exchange between euro and certain currencies have been highly volatile, and each
holder should be aware that volatility may occur in the future. Fluctuations in any particular exchange rate that have occurred in the past,
however, are not necessarily indicative of fluctuations in the rate that may occur during the term of the notes. Depreciation of euro against the
holder�s home currency would result in a decrease in the effective yield of the notes below its coupon rate and, in certain circumstances, could
result in a loss to the holder. If you are a holder subject to United States income tax, see �Material United States Federal Income Tax
Considerations�Foreign Currency Considerations� for the material United States federal income tax consequences of the acquisition, ownership
and disposition of the notes related to the notes being denominated in euro.

The notes permit us to make payments in dollars if we are unable to obtain euro.

If the euro is unavailable to us due to the imposition of exchange controls or other circumstances beyond our control or if the euro is no longer
being used by the then member states of the European Monetary Union that have adopted the euro as their currency or for the settlement of
transactions by public institutions of or within the
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international banking community, then all payments in respect of the notes will be made in dollars until the euro is again available to us or so
used. The amount payable on any date in euro will be converted into dollars on the basis of the market exchange rate for euro most recently
available on, or prior to, the second business day before the relevant payment date. Any payment in respect of the notes so made in dollars will
not constitute an event of default under the notes or the indenture governing the notes.

In a lawsuit for payment on the notes, an investor may bear currency exchange risk.

The indenture is, and the notes will be, governed by the laws of the State of New York. Under New York law, a New York state court rendering
a judgment on the notes would be required to render the judgment in euro. However, the judgment would be converted into dollars at the
exchange rate prevailing on the date of entry of the judgment. Consequently, in a lawsuit for payment on the notes, investors would bear
currency exchange risk until a New York state court judgment is entered, which could be a significant amount of time. A federal court sitting in
New York with diversity jurisdiction over a dispute arising in connection with the notes would apply New York law.

In courts outside of New York, investors may not be able to obtain a judgment in a currency other than dollars. For example, a judgment for
money in an action based on the notes in many other United States federal or state courts ordinarily would be enforced in the United States only
in dollars. The date used to determine the rate of conversion of euro into dollars would depend upon various factors, including which court
renders the judgment and when the judgment is rendered.

Trading in the clearing systems is subject to minimum denomination requirements.

The terms of the notes provide that notes will be issued with a minimum denomination of �100,000 and multiples of �1,000 in excess thereof. It is
possible that the clearing systems may process trades that could result in amounts being held in denominations smaller than the minimum
denominations. If definitive notes are required to be issued in relation to such notes in accordance with the provisions of the relevant global
notes, a holder who does not have the minimum denomination or a multiple of �1,000 in excess thereof in its account with the relevant clearing
system at the relevant time may not receive all of its entitlement in the form of definitive notes unless and until such time as its holding satisfies
the minimum denomination requirement.

EU Savings Directive � A paying agent may be obligated to withhold taxes under the EU Savings Directive.

Under EC Council Directive 2003/48/EC of June 3, 2003 on taxation of savings income in the form of interest payments (the �EU Savings
Directive�), the competent authority of a member state of the European Union is required to provide to the competent authority of another
member state details of payments of interest and other similar income paid by a person within its jurisdiction to, or for the benefit of, an
individual, or certain other persons, resident in that other member state. However, for a transitional period, Austria is instead required (unless
during such period it elects otherwise) to levy withholding tax at a rate of 35% in relation to such payments. The ending of such transitional
period is dependent upon the conclusion of certain other agreements relating to information exchange with certain other countries. A number of
non-EU countries and territories have adopted similar measures. Luxembourg operated a withholding system until December 31, 2014, but the
Luxembourg Government has elected out of the withholding system in favor of automatic exchange of information with effect from January 1,
2015.

On March 24, 2014, the European Council adopted an EU Council Directive amending and broadening the scope of the requirements described
above. In particular, the changes expand the range of payments covered by the EU Savings Directive to include certain additional types of
income, and widen the range of recipients payments to whom are covered by the EU Savings Directive, to include certain other types of entity
and legal arrangement. Member states are required to implement national legislation giving effect to these changes by January 1, 2016 (which
national legislation must apply from January 1, 2017).
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If a payment were to be made or collected through a member state that has opted for a withholding system and an amount of, or in respect of, tax
were to be withheld from that payment, then neither we, nor any paying agent nor any other person would be obliged to pay additional amounts
with respect to any note as a result of the imposition of such withholding tax.
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Use of Proceeds

We expect the net proceeds from the sale of the notes to be approximately �596 million (or $668 million using the noon buying rate in New York
City on February 27, 2015 for cable transfers of �1.00=$1.1197 as announced by the United States Federal Reserve Board for euro), after
deducting our offering expenses and underwriting discounts and commissions. We intend to use the net proceeds from the sale of the notes for
general corporate purposes, including the repayment of commercial paper borrowings. Our commercial paper carries a weighted-average interest
rate of 0.29% and has various maturity dates with the last being March 30, 2015. As of January 3, 2015, we had $777 million of commercial
paper borrowings. See �Capitalization.�
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Capitalization

The following table sets forth our short-term debt and total long-term debt and equity as of January 3, 2015 and as adjusted to give effect to
(i) the sale of the notes offered hereby and the use of proceeds therefrom, including the repayment of commercial paper borrowings and (ii) the
redemption of our floating rate notes, which matured on February 13, 2015, with proceeds from commercial paper borrowings. See �Use of
Proceeds� in this prospectus supplement. The following information should be read in conjunction with our consolidated financial statements and
the accompanying notes, which are incorporated by reference herein. Refer to �Where You Can Find More Information� in the accompanying
prospectus.

            At January 3, 
2015            

Actual As Adjusted
(Dollars in millions, except

per share information)
Short-term debt(1):
Notes payable(2)(3) $ 828 $ 410
Current maturities of long-term debt(3) 607 357

Total short-term debt $ 1,435 $ 767

Long-term debt:
7.45% Debentures due 2031 $ 1,090 $ 1,090
1.125% Notes due 2015 350 350
4.45% Notes due 2016 750 750
1.875% Notes due 2016 500 500
1.750% Notes due 2017 399 399
2.05% Canadian Dollar Notes due 2017 259 259
3.25% Notes due 2018 399 399
4.15% Notes due 2019 499 499
4.000% Notes due 2020 845 845
1.750% Euro Notes due 2021 597 597
3.125% Notes due 2022 356 356
2.75% Notes due 2023 210 210
Floating rate notes due 2015(3) 250 �  
Notes offered hereby(4) �  672
Other 38 38
Less current maturities of long-term debt(3) (607) (357) 

Total long-term debt 5,935 6,607
Equity:
Common stock ($.25 par value per share) 105 105
Capital in excess of par value 678 678
Retained earnings 6,689 6,689
Treasury stock at cost (3,470) (3,470) 
Accumulated other comprehensive income (loss) (1,213) (1,213) 
Noncontrolling interests 62 62
Total equity 2,851 2,851

Total long-term debt and equity $ 8,786 $ 9,458

(1)
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At January 3, 2015, we also had $2.2 billion of short-term lines of credit, virtually all of which were unused and available for borrowing on
an unsecured basis. These lines were comprised principally of an unsecured Five-Year Credit Agreement, which we entered into during
February 2014 and expires in 2019.

(2) The amount in the �As adjusted� column assumes the repayment of approximately $668 million of our commercial paper borrowings with
proceeds from this offering. See �Use of Proceeds.�
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(3) On February 13, 2015, the $250 million floating rate notes due 2015 matured and were redeemed using proceeds from commercial paper
borrowings.

(4) The amount in the �As adjusted� column is the dollar equivalent of the aggregate principal amount of the notes using the noon buying rate in
New York City on February 27, 2015 for cable transfers of �1.00=$1.1197 as announced by the United States Federal Reserve Board for
euro.
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Currency Conversion

Principal and interest payments in respect of the notes will be payable in euro. If the euro is unavailable to us due to the imposition of exchange
controls or other circumstances beyond our control or if the euro is no longer being used by the then member states of the European Monetary
Union that have adopted the euro as their currency or for the settlement of transactions by public institutions of or within the international
banking community, then all payments in respect of the notes will be made in dollars until the euro is again available to us or so used. The
amount payable on any date in euro will be converted into dollars on the basis of the market exchange rate for euro most recently available on,
or prior to, the second business day before the relevant payment date. Any payment in respect of the notes so made in dollars will not constitute
an event of default under the notes or the indenture governing the notes.

Investors will be subject to foreign exchange risks as to payments of principal and interest that may have important economic and tax
consequences to them. See �Risk Factors.� You should consult your own financial and legal advisors as to the risks involved in an investment in
the notes.

On February 27, 2015, the noon buying rate in New York City for cable transfers as announced by the United States Federal Reserve Board was
�1.00=$1.1197.
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Ratio of Earnings to Fixed Charges

The following table sets forth the calculation of our ratio of earnings to fixed charges for the periods indicated. This information should be read
in conjunction with our consolidated financial statements and the accompanying notes, which are incorporated by reference herein. Refer to
�Where You Can Find More Information� in the accompanying prospectus.

Fiscal Year Ended

(dollars in millions)
January 3,

2015
December 28,

2013
December 29,

2012
December 31,

2011
January 1,

2011
Fixed Charges:
Interest expense, prior to amounts capitalized $ 214 $ 237 $ 263 $ 237 $ 250
Interest included in interest expense not related to third
party indebtedness (interest on uncertain tax positions) (3) (4) (4) 3 (2) 
Portions of rental expense representing interest 59 58 58 55 51
Less: interest income (expense) related to the early
redemption of long-term debt 7 �  �  �  �  

Total fixed charges (B) 277 291 317 295 299

Earnings before income taxes(1) $ 825 $ 2,606 $ 1,325 $ 1,184 $ 1,790
Fixed charges 277 291 317 295 299
Interest on uncertain tax positions included in pre-tax
income 3 4 4 (3) 2
Amortization of capitalized interest 3 3 5 5 6
Less: interest capitalized (5) (3) (2) (5) (2) 

Earnings before income taxes and fixed charges (A) $ 1,103 $ 2,901 $ 1,649 $ 1,476 $ 2,095

Ratios of earnings to fixed charges (A/B) 4.0x 10.0x 5.2x 5.0x 7.0x

(1) Earnings before income taxes include integration costs, the impact of pension and commodity mark-to-market, the costs of Project K and
all other restructuring and cost reduction activities and other costs impacting comparability. The impact of these costs on reported earnings
is a benefit (expense) of $(1,095) million for the year ended January 3, 2015, $632 million for the year ended December 28, 2013, $(584)
million for the year ended December 29, 2012, $(743) million for the year ended December 31, 2011 and $(75) million for the year ended
January 1, 2011.
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Description of the Notes

The following description of the particular terms of the notes offered by this prospectus supplement augments, and to the extent inconsistent
replaces, the description of the general terms and provisions of the debt securities under �Description of Debt Securities� in the accompanying
prospectus. The following discussion summarizes selected provisions of the indenture. Because this is only a summary, it is not complete and
does not describe every aspect of the notes and the indenture. Whenever there is a reference to defined terms of the indenture, the defined terms
are incorporated by reference, and the statement is qualified in its entirety by that reference.

As used in this section, �Kellogg,� �we,� �us� and �our� refer to Kellogg Company, the issuer of the notes.

The notes will be issued under an indenture between Kellogg and The Bank of New York Mellon Trust Company, N.A., as trustee (the
�indenture�).

A copy of the indenture can be obtained by following the instructions under the heading �Where You Can Find More Information� in the
accompanying prospectus. You should read the indenture for provisions that may be important to you but which are not included in this
summary.

General Terms of the Notes

The notes will mature on March 10, 2025, at 100% of their principal amount. The notes will be our senior unsecured obligations and will rank
equally in right of payment with all of our other senior unsecured indebtedness from time to time outstanding. The notes will be effectively
subordinated to all secured obligations, to the extent of the assets that serve as security for those obligations. As of January 3, 2015, we had no
secured debt (other than $5 million of capital lease obligations). The notes will be effectively subordinated to all liabilities of our subsidiaries,
including trade payables. As of January 3, 2015, our subsidiaries had $469 million of indebtedness (including outstanding letters of credit but
excluding trade payables).

The indenture does not limit the amount of notes, debentures or other evidences of indebtedness that we may issue under the indenture and
provides that notes, debentures or other evidences of indebtedness may be issued from time to time in one or more series.

The original principal amount of the notes will be �600,000,000.

We may from time to time, without giving notice to or seeking the consent of the holders of the notes, issue debt securities having the same
terms (except for the issue date and, in some cases, the public offering price and the first interest payment date and the initial interest accrual
date) as, and ranking equally and ratably with, the notes. Any additional debt securities having such similar terms, together with the notes, will
constitute a single series of securities under the indenture, including for purposes of voting and redemptions. No such additional debt securities
may be issued if an �event of default� (as such term is defined in the accompanying prospectus) has occurred and is continuing with respect to the
notes.

The notes will bear interest at the rate of 1.250% per year from March 9, 2015, payable annually in arrear on March 10 of each year,
commencing March 10, 2016 to the persons in whose names the notes were registered as at, if the notes are in definitive form, the close of
business on the 15th day (whether or not a business day) immediately preceding the interest payment date or, if the notes are represented by one
or more global securities, the close of business on the business day (for this purpose a day on which Clearstream and Euroclear are open for
business) immediately preceding the interest payment date.

Principal, premium, if any, and interest will be payable, and the notes will be transferable or exchangeable, at the office or offices or agency
maintained by us for this purpose. Payment of interest on the notes may be made at our option by check mailed to the registered holders.
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Interest on the notes will be computed on the basis of the actual number of days in the period for which interest is being calculated and the actual
number of days from and including the last date on which interest was paid or duly provided for on the notes (or March 9, 2015 if no interest has
been paid on the notes), to but excluding the next scheduled interest payment date. This payment convention is referred to as
ACTUAL/ACTUAL (ICMA) as defined in the rulebook of the International Capital Market Association.

Any payment otherwise required to be made in respect of notes on a date that is not a business day for the notes may be made on the next
succeeding business day with the same force and effect as if made on that date. No additional interest shall accrue as a result of a delayed
payment. A business day is defined as any day that is not a Saturday or Sunday and that is not a day on which banking institutions are authorized
or obligated by law or executive order to close in the City of New York or London and a day on which the Trans-European Automated
Real-time Gross Settlement Express Transfer system (the TARGET2 system), or any successor thereto, operates.

The notes will be issued only in fully registered form without coupons in minimum denominations of �100,000 and integral multiples of �1,000 in
excess thereof. No service charge will be made for any transfer or exchange of the notes, but we may require payment of a sum sufficient to
cover any tax or other governmental charge payable in connection with a transfer or exchange. The notes will be represented by one or more
global securities registered in the name of a nominee of the common depositary for Clearstream and Euroclear. The notes will be available only
in book-entry form. Refer to �Book-Entry Delivery and Form.�

We will initially appoint the trustee at its corporate trust office as transfer agent, registrar and U.S. paying agent for the notes. The Bank of New
York Mellon, London Branch, will initially act as London paying agent for the notes. We may vary or terminate the appointment of any paying
agent or transfer agent, or appoint additional or other such agents or approve any change in the office through which any such agent acts;
provided, however, that, to the extent permitted by law, we will undertake to maintain a paying agent in a member state of the European Union
that is not obliged to withhold or deduct tax pursuant to the European Union Directive 2003/48/EC, or any law implementing, or complying with
or introduced in order to conform to, such Directive. We will provide you with notice of any resignation, termination or appointment of the
trustee or any paying agent or transfer agent, and of any change in the office through which any such agent will act. We will cause each transfer
agent to act as a co-registrar and will cause to be kept at the office of the registrar outside of the United Kingdom a register in which, subject to
such reasonable regulations as we may prescribe, we will provide for the registration of the notes and registration of transfers of the notes.

Notices to holders of the notes will be mailed to the registered holders, subject to the provisions herein. Any notice shall be deemed to have been
given on the date of mailing. So long as the notes are represented by a global security deposited with The Bank of New York Mellon, London
Branch, as the common depositary for Clearstream and Euroclear, notices to holders may be given by delivery to Clearstream and Euroclear, and
such notices shall be deemed to be given on the date of delivery to Clearstream and Euroclear. The trustee will only mail notices to the registered
holder of the notes. The trustee will mail notices as directed by us in writing by first-class mail, postage prepaid, to each registered holder�s last
known address as it appears in the security register that the trustee maintains. You will not receive notices regarding the notes directly from us
unless we reissue the notes to you in fully certificated form.

Issuance in Euro

Initial holders will be required to pay for the notes in euro, and all payments of interest and principal, including payments made upon any
redemption of the notes, will be payable in euro. If, on or after the date of this prospectus supplement, the euro is unavailable to us due to the
imposition of exchange controls or other circumstances beyond our control or if the euro is no longer being used by the then member states of
the European Monetary Union that have adopted the euro as their currency or for the settlement of transactions by public institutions of or within
the international banking community, then all payments in respect of the notes will be made in dollars until the euro is again available to us or so
used. The amount payable on any date in euro
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will be converted into dollars on the basis of the market exchange rate for euro most recently available on, or prior to, the second business day
before the relevant payment date. Any payment in respect of the notes so made in dollars will not constitute an event of default under the notes
or the indenture governing the notes. Neither the trustee nor the paying agent shall have any responsibility for any calculation or conversion in
connection with the forgoing.

Investors will be subject to foreign exchange risks as to payments of principal and interest that may have important economic and tax
consequences to them. See �Risk Factors.�

Optional Redemption

The notes may be redeemed at our option, at any time in whole or from time to time in part, at a redemption price equal to the greater of the
following amounts:

� 100% of the principal amount of the notes being redeemed; and

� the sum of the present values of the remaining scheduled payments of principal and interest on the notes being redeemed (not
including any portion of any payments of interest accrued to the redemption date) discounted to the redemption date on an annual
basis (ACTUAL/ACTUAL (ICMA)) at the applicable Comparable Government Bond Rate (as defined below), plus 15 basis points;

plus, in each case, accrued and unpaid interest on the notes to the redemption date. Notwithstanding the foregoing, installments of interest on the
notes that are due and payable on interest payment dates falling on or prior to a redemption date will be payable on the interest payment date to
the registered holders as of the close of business on the relevant record date according to the notes and the indenture.

�Comparable Government Bond� means, in relation to any Comparable Government Bond Rate calculation, at the discretion of an Independent
Investment Banker, a German government bond whose maturity is closest to the maturity of the notes to be redeemed, or if such Independent
Investment Banker in its discretion determines that such similar bond is not in issue, such other German government bond as such Independent
Investment Banker may, with the advice of the Reference Bond Dealers, determine to be appropriate for determining the Comparable
Government Bond Rate.

�Comparable Government Bond Rate� means the price, expressed as a percentage (rounded to three decimal places, with 0.0005 being rounded
upwards), at which the gross redemption yield on the notes to be redeemed, if they were to be purchased at such price on the third business day
prior to the date fixed for redemption, would be equal to the gross redemption yield on such business day of the Comparable Government Bond
(as defined below) on the basis of the middle market price of the Comparable Government Bond prevailing at 11:00 a.m. (London time) on such
business day as determined by the Independent Investment Banker.

�Independent Investment Banker� means one of the Reference Bond Dealers that we appoint as the Independent Investment Banker from time to
time.

�Reference Bond Dealer� means (A) each of HSBC Bank plc, J.P. Morgan Securities plc and Merrill Lynch International (or their respective
affiliates that are brokers of, and/or market makers in, German government bonds (�Primary Bond Dealers�)), and their respective successors, and
(B) any other Primary Bond Dealer selected by us.

We will mail or provide notice of any redemption at least 30 days but not more than 60 days before the redemption date to each registered holder
of the notes to be redeemed. Once notice of redemption is mailed or made, the notes called for redemption will become due and payable on the
redemption date and at the applicable redemption price, plus accrued and unpaid interest to the redemption date. Notwithstanding Section 12.2
of the indenture, notice of any redemption described under the heading �Optional Redemption� need not set forth the
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redemption price but only the manner of calculation thereof. We will notify the trustee and the paying agents of the redemption price for any
such redemption promptly after the calculation thereof and neither the trustee nor any paying agent shall have any responsibility for such
calculation.

On and after the redemption date, interest will cease to accrue on the notes or any portion of the notes called for redemption (unless we default in
the payment of the redemption price and accrued interest). On or before the redemption date, we will deposit with a paying agent or the trustee
money sufficient to pay the redemption price of and accrued interest on the notes to be redeemed on that date. If less than all of the securities of
any series are to be redeemed, the securities to be redeemed shall be selected by the trustee by a method the trustee deems to be fair and
appropriate or in case the notes are represented by one or more global notes, beneficial interests therein shall be selected for redemption by
Clearstream and Euroclear in accordance with their respective applicable procedures therefor. The notes will not be entitled to the benefit of any
mandatory redemption or sinking fund.

Payment of Additional Amounts

We will, subject to the exceptions and limitations set forth below, pay as additional interest on the notes such additional amounts as are
necessary in order that the net payment by us or a paying agent of the principal of, and premium, if any, and interest on the notes to a holder who
is not a United States person (as defined below), after withholding or deduction for any future tax, assessment or other governmental charge
imposed by the United States or a taxing authority in the United States, will not be less than the amount provided in the notes to be then due and
payable; provided, however, that the foregoing obligation to pay additional amounts shall not apply:

(1) to any tax, assessment or other governmental charge that would not have been imposed but for the holder (or the beneficial owner for
whose benefit such holder holds such note), or a fiduciary, settlor, beneficiary, member or shareholder of the holder if the holder is
an estate, trust, partnership or corporation, or a person holding a power over an estate or trust administered by a fiduciary holder,
being considered as:

(a) being or having been engaged in a trade or business in the United States or having or having had a permanent establishment in
the United States;

(b) having a current or former connection with the United States (other than a connection arising solely as a result of the
ownership of the notes or the receipt of any payment or the enforcement of any rights thereunder), including being or having
been a citizen or resident of the United States;

(c) being or having been a personal holding company, a passive foreign investment company or a controlled foreign corporation
for United States income tax purposes or a corporation that has accumulated earnings to avoid United States federal income
tax;

(d) being or having been a �10-percent shareholder� of the Company as defined in section 871(h)(3) of the United States Internal
Revenue Code of 1986, as amended (the �Code�), or any successor provision; or

(e) being a bank receiving payments on an extension of credit made pursuant to a loan agreement entered into in the ordinary
course of its trade or business;

(2) to any holder that is not the sole beneficial owner of the notes, or a portion of the notes, or that is a fiduciary, partnership or limited
liability company, but only to the extent that a beneficial owner with respect to the holder, a beneficiary or settlor with respect to the
fiduciary, or a beneficial owner or member of the partnership or limited liability company would not have been entitled to the
payment of an additional amount had the beneficiary, settlor, beneficial owner or member received directly its beneficial or
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(3) to any tax, assessment or other governmental charge that would not have been imposed but for the failure of the holder or any other
person to comply with certification, identification or information reporting requirements concerning the nationality, residence,
identity or connection with the United

S-19

Edgar Filing: KELLOGG CO - Form 424B5

Table of Contents 30



Table of Contents

States of the holder or beneficial owner of the notes, if compliance is required by statute, by regulation of the United States or any
taxing authority therein or by an applicable income tax treaty to which the United States is a party as a precondition to exemption
from such tax, assessment or other governmental charge;

(4) to any tax, assessment or other governmental charge that is imposed otherwise than by withholding by us or a paying agent from the
payment;

(5) to any tax, assessment or other governmental charge that would not have been imposed but for a change in law, regulation, or
administrative or judicial interpretation that becomes effective more than 15 days after the payment becomes due or is duly provided
for, whichever occurs later;

(6) to any estate, inheritance, gift, sales, excise, transfer, wealth, capital gains or personal property tax or similar tax, assessment or other
governmental charge;

(7) to any withholding or deduction that is imposed on a payment to an individual and that is required to be made pursuant to European
Council Directive 2003/48/EC or the taxation of the savings income or any law implementing or complying with, or introduced in
order to conform to such Directive;

(8) to any tax, assessment or other governmental charge required to be withheld by any paying agent from any payment of principal of or
interest on any note, if such payment can be made without such withholding by at least one other paying agent;

(9) to any tax, assessment or other governmental charge that would not have been imposed but for the presentation by the holder of any
note, where presentation is required, for payment on a date more than 30 days after the date on which payment became due and
payable or the date on which payment thereof is duly provided for, whichever occurs later;

(10) to any tax, assessment or other governmental charge that would not have been imposed or withheld but for the beneficial owner
being a bank (i) purchasing the notes in the ordinary course of its lending business or (ii) that is neither (A) buying the notes for
investment purposes only nor (B) buying the notes for resale to a third-party that either is not a bank or holding the notes for
investment purposes only;

(11) to any tax, assessment or other governmental charge imposed under Sections 1471 through 1474 of the Code (or any amended or
successor provisions), any current or future regulations or official interpretations thereof, any agreement entered into pursuant to
Section 1471(b) of the Code, any intergovernmental agreement entered into in connection with the implementation of such sections
of the Code or any fiscal or regulatory legislation, rules or practices adopted pursuant to any such intergovernmental agreement; or

(12) in the case of any combination of items (1), (2), (3), (4), (5), (6), (7), (8), (9), (10) and (11).
The notes are subject in all cases to any tax, fiscal or other law or regulation or administrative or judicial interpretation applicable to the notes.
Except as specifically provided under this heading ��Payment of Additional Amounts,� we will not be required to make any payment for any tax,
assessment or other governmental charge imposed by any government or a political subdivision or taxing authority of or in any government or
political subdivision.

As used under this heading ��Payment of Additional Amounts� and under the heading ��Redemption for Tax Reasons�, the term �United States� means
the United States of America, the states of the United States, and the District of Columbia, and the term �United States person� means any
individual who is a citizen or resident of the United States for United States federal income tax purposes, a corporation, partnership or other
entity created or organized in or under the laws of the United States, any state of the United States or the District of Columbia, or any estate or
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Redemption for Tax Reasons

If, as a result of any change in, or amendment to, the laws (or any regulations or rulings promulgated under the laws) of the United States (or any
taxing authority in the United States), or any change in, or amendment to, an official position or judicial precedent regarding the application or
interpretation of such laws, regulations or rulings, which change or amendment is announced or becomes effective on or after the date of this
prospectus supplement, we become or, based upon a written opinion of independent counsel selected by us, will become obligated to pay
additional amounts as described under the heading ��Payment of Additional Amounts� with respect to the notes, then we may at any time at our
option redeem, in whole, but not in part, the notes on not less than 30 nor more than 60 days� prior notice, at a redemption price equal to 100% of
their principal amount plus accrued and unpaid interest to the redemption date.

Repurchase at Option of Holders Upon Change of Control Repurchase Event

If a Change of Control Repurchase Event (as defined below) occurs, unless we have exercised our right to redeem the notes in whole as
described above by giving notice of such redemption to the registered holders of the notes, we will make an offer to each holder of notes to
repurchase all or any part (equal to �100,000 and integral multiples of �1,000 in excess thereof) of that holder�s notes at a repurchase price in cash
equal to 101% of the aggregate principal amount of notes repurchased plus any accrued and unpaid interest on the notes repurchased to the date
of repurchase. Within 30 days following any Change of Control Repurchase Event or, at our option, prior to any Change of Control (as defined
below), but after the public announcement of an impending Change of Control, we will mail or provide a notice to each holder, with a copy to
the trustee, describing the transaction or transactions that constitute or may constitute the Change of Control Repurchase Event and offering to
repurchase notes on the payment date specified in the notice, which date will be no earlier than 30 days and no later than 60 days from the date
such notice is mailed or made. The notice shall, if mailed or made prior to the date of consummation of the Change of Control, state that the
offer to repurchase is conditioned on the Change of Control Repurchase Event occurring on or prior to the payment date specified in the notice.

We will comply with the requirements of Rule 14e-1 under the U.S. Securities Exchange Act of 1934, as amended (the �Exchange Act�), and any
other securities laws and regulations thereunder, to the extent those laws and regulations are applicable in connection with the repurchase of the
notes as a result of a Change of Control Repurchase Event. To the extent that the provisions of any securities laws or regulations conflict with
the Change of Control Repurchase Event provisions of the notes, we will comply with the applicable securities laws and regulations and will not
be deemed to have breached our obligations under the Change of Control Repurchase Event provisions of the notes by virtue of such conflict.

On the Change of Control Repurchase Event payment date, we will, to the extent lawful:

� accept for payment all notes or portions of notes properly tendered pursuant to our offer;

� deposit with the paying agent an amount equal to the aggregate purchase price in respect of all notes or portions of notes properly
tendered; and

� deliver or cause to be delivered to the trustee the notes properly accepted, together with an officers� certificate stating the aggregate
principal amount of notes being purchased by us.

The paying agent will promptly remit to each holder of notes properly tendered the purchase price for the notes, and the trustee will promptly
authenticate and mail (or cause to be transferred by book-entry) to each holder a new note equal in principal amount to any unpurchased portion
of any notes surrendered; provided, that each new note will be in a principal amount of �100,000 and integral multiples of �1,000 in excess thereof.

We will not be required to make an offer to repurchase the notes upon a Change of Control Repurchase Event if a third party makes such an
offer in the manner, at the times and otherwise in compliance with the requirements for an offer made by us and such third party purchases all
notes properly tendered and not
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withdrawn under its offer. An offer to repurchase the notes upon a Change of Control Repurchase Event may be made in advance of a Change of
Control Repurchase Event, if a definitive agreement is in place for a Change of Control at the time of the making of such an offer.

We have no present intention to engage in a transaction involving a Change of Control, although it is possible that we would decide to do so in
the future. We could, in the future, enter into certain transactions, including acquisitions, refinancings or other recapitalizations, that would not
constitute a Change of Control, but that could increase the amount of debt outstanding at such time or otherwise affect our capital structure or
credit ratings.

Definitions

�Below Investment Grade Rating Event� occurs if both the rating on the notes of the applicable series is lowered by each of the Rating Agencies
and such notes are rated below Investment Grade by each of the Rating Agencies on any date from the date of the public notice of an
arrangement that could result in a Change of Control until the end of the 60-day period following public notice of the occurrence of a Change of
Control (which period shall be extended so long as the rating of such notes is under publicly announced consideration for possible downgrade by
any of the Rating Agencies); provided that a Below Investment Grade Rating Event otherwise arising by virtue of a particular reduction in rating
shall not be deemed to have occurred in respect of a particular Change of Control (and thus shall not be deemed a Below Investment Grade
Rating Event for purposes of the definition of Change of Control Repurchase Event hereunder) if any of the Rating Agencies making the
reduction in rating to which this definition would otherwise apply does not announce or publicly confirm or inform the trustee in writing that the
reduction was the result, in whole or in part, of any event or circumstance comprised of or arising as a result of, or in respect of, the applicable
Change of Control (whether or not the applicable Change of Control shall have occurred at the time of the Below Investment Grade Rating
Event).

�Change of Control� means the occurrence of any of the following:

(1) the direct or indirect sale, transfer, conveyance or other disposition (other than by way of merger or consolidation), in one or a series of
related transactions, of all or substantially all of our properties or assets and those of our subsidiaries taken as a whole to any �person� (as that term
is used in Section 13(d)(3) of the Exchange Act), other than us or one of our subsidiaries;

(2) the adoption of a plan relating to our liquidation or dissolution;

(3) the first day on which a majority of the members of our Board of Directors are not Continuing Directors; or

(4) the consummation of any transaction or series of related transactions (including, without limitation, any merger or consolidation) the result of
which is that any �person� (as that term is used in Section 13(d)(3) of the Exchange Act), other than us or one of our wholly-owned subsidiaries,
becomes the beneficial owner, directly or indirectly, of more than 50% of the then outstanding shares of our Voting Stock, measured by voting
power rather than number of shares.

The definition of Change of Control includes a phrase relating to the direct or indirect sale, lease, transfer, conveyance or other disposition of �all
or substantially all� of our properties or assets and those of our subsidiaries taken as a whole. Although there is a limited body of case law
interpreting the phrase �substantially all� there is no precise established definition of the phrase under applicable law. Accordingly, the ability of a
holder of notes to require us to repurchase its notes as a result of a sale, lease, transfer, conveyance or other disposition of less than all of our
properties and assets of those of our subsidiaries taken as a whole to another person or group may be uncertain.

�Change of Control Repurchase Event� means the occurrence of both a Change of Control and a Below Investment Grade Rating Event.
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�Continuing Directors� means, as of any date of determination, any member of our Board of Directors who (1) was a member of such Board of
Directors on the date of the issuance of the notes; or (2) was nominated for election or elected to such Board of Directors with the approval of a
majority of the Continuing Directors who were members of such Board of Directors at the time of such nomination or election (either by a
specific vote or by approval of our proxy statement in which such member was named as a nominee for election as a director).

�Fitch� means Fitch Ratings.

�Investment Grade� means a rating of BBB- or better by Fitch (or its equivalent under any successor rating categories of Fitch), Baa3 or better by
Moody�s (or its equivalent under any successor rating categories of Moody�s) and a rating of BBB- or better by S&P (or its equivalent under any
successor rating categories of S&P) or the equivalent investment grade credit rating from any additional Rating Agency or Rating Agencies
selected by us.

�Moody�s� means Moody�s Investors Service Inc.

�Rating Agency� means (1) each of Fitch, Moody�s and S&P; and (2) if any of Fitch, Moody�s or S&P ceases to rate the notes or fails to make a
rating of the notes publicly available for reasons outside of our control, a �nationally recognized statistical rating organization� within the meaning
of Section 3(a)(62) of the Exchange Act, selected by us as a replacement agency for Fitch, Moody�s or S&P, as the case may be.

�S&P� means Standard & Poor�s Ratings Services, a division of The McGraw-Hill Companies, Inc.

�Voting Stock� means, with respect to any person, capital stock of any class or kind the holders of which are ordinarily, in the absence of
contingencies, entitled to vote for the election of directors (or persons performing similar functions) of such person, even if the right so to vote
has been suspended by the happening of such a contingency.

Book-Entry Delivery and Form; Global Note

We have obtained the information in this section concerning Clearstream and Euroclear and their book-entry systems and procedures from
sources that we believe to be reliable. We take no responsibility for an accurate portrayal of this information. In addition, the description of the
clearing systems in this section reflects our understanding of the rules and procedures of Clearstream and Euroclear as they are currently in
effect. Those clearing systems could change their rules and procedures at any time.

The notes will initially be represented by one or more fully registered global notes. Each such global note will be deposited with, or on behalf of,
a common depositary, and registered in the name of such nominee of the common depositary for the accounts of Clearstream and Euroclear.
Except as set forth below, the global notes may be transferred, in whole and not in part, only to Euroclear or Clearstream or their respective
nominees. You may hold your interests in the global notes in Europe through Clearstream or Euroclear, either as an accountholder in such
systems or indirectly through organizations that are accountholders in such systems. Clearstream and Euroclear will hold interests in the global
notes on behalf of their respective participating organizations or customers through customers� securities accounts in Clearstream�s or Euroclear�s
names on the books of their respective depositaries. Book-entry interests in the notes and all transfers relating to the notes will be reflected in the
book-entry records of Clearstream and Euroclear.

The distribution of the notes will be cleared through Clearstream and Euroclear. Any secondary market trading of book-entry interests in the
notes will take place through Clearstream and Euroclear accountholders and will settle in same-day funds. Owners of book-entry interests in the
notes will receive payments relating to their notes in euro, except as described under the heading ��Issuance in Euro.�
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Clearstream and Euroclear have established electronic securities and payment transfer, processing, depositary and custodial links among
themselves and others, either directly or through custodians and depositaries. These links allow the notes to be issued, held and transferred
among the clearing systems without the physical transfer of certificates. Special procedures to facilitate clearance and settlement have been
established among these clearing systems to trade securities across borders in the secondary market.

The policies of Clearstream and Euroclear will govern payments, transfers, exchanges and other matters relating to the investor�s interest in the
notes held by them. We have no responsibility for any aspect of the records kept by Clearstream or Euroclear or any of their direct or indirect
accountholders. We also do not supervise these systems in any way.

Clearstream and Euroclear and their accountholders perform these clearance and settlement functions under agreements they have made with
one another or with their customers. You should be aware that they are not obligated to perform or continue to perform these procedures and
may modify them or discontinue them at any time.

Except as provided below, owners of beneficial interests in the notes will not be entitled to have the notes registered in their names, will not
receive or be entitled to receive physical delivery of the notes in definitive form and will not be considered the owners or holders of the notes
under the indenture, including for purposes of receiving any reports delivered by us or the trustee pursuant to the indenture. Accordingly, each
person owning a beneficial interest in a note must rely on the procedures of the depositary and, if such person is not an accountholder, on the
procedures of the accountholder through which such person owns its interest, in order to exercise any rights of a holder of notes.

We have been advised by Clearstream and Euroclear, respectively, as follows:

Clearstream

Clearstream advises that it is incorporated under the laws of Luxembourg as a professional depositary. Clearstream holds securities for its
participating organizations (�Clearstream Participants�) and facilitates the clearance and settlement of securities transactions between Clearstream
Participants through electronic book-entry changes in accounts of Clearstream Participants, thereby eliminating the need for physical movement
of certificates. Clearstream provides to Clearstream Participants, among other things, services for safekeeping, administration, clearance and
settlement of internationally traded securities and securities lending and borrowing. Clearstream interfaces with domestic markets in several
countries. As a professional depositary, Clearstream is subject to regulation by the Luxembourg Commission for the Supervision of the Financial
Sector (Commission de Surveillance du Secteur Financier). Clearstream Participants are recognized financial institutions around the world,
including underwriters, securities brokers and dealers, banks, trust companies, clearing corporations and certain other organizations and may
include the underwriters. Indirect access to Clearstream is also available to others, such as banks, brokers, dealers and trust companies that clear
through or maintain a custodial relationship with a Clearstream Participant, either directly or indirectly.

Distributions with respect to interests in the notes held beneficially through Clearstream will be credited to cash accounts of Clearstream
Participants in accordance with its rules and procedures.

Euroclear

Euroclear advises that it was created in 1968 to hold securities for participants of Euroclear (�Euroclear Participants�) and to clear and settle
transactions between Euroclear Participants through simultaneous electronic book-entry delivery against payment, thereby eliminating the need
for physical movement of certificates and any risk from lack of simultaneous transfers of securities and cash. Euroclear includes various other
services,
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including securities lending and borrowing and interfaces with domestic markets in several countries. Euroclear is operated by Euroclear Bank
S.A./N.V. (the �Euroclear Operator�). All operations are conducted by the Euroclear Operator, and all Euroclear securities clearance accounts and
Euroclear cash accounts are accounts with the Euroclear Operator. Euroclear Participants include banks (including central banks), securities
brokers and dealers and other professional financial intermediaries and may include the underwriters. Indirect access to Euroclear is also
available to other firms that clear through or maintain a custodial relationship with a Euroclear Participant, either directly or indirectly.

The Terms and Conditions Governing Use of Euroclear and the related Operating Procedures of the Euroclear System, or the Euroclear Terms
and Conditions, and applicable Belgian law govern securities clearance accounts and cash accounts with the Euroclear Operator. Specifically,
these terms and conditions govern:

� transfers of securities and cash within Euroclear;

� withdrawal of securities and cash from Euroclear; and

� receipt of payments with respect to securities in Euroclear.
All securities in Euroclear are held on a fungible basis without attribution of specific certificates to specific securities clearance accounts. The
Euroclear Operator acts under the Terms and Conditions only on behalf of Euroclear Participants and has no record of or relationship with
persons holding securities through Euroclear Participants.

Distributions with respect to interests in the notes held beneficially through Euroclear will be credited to the cash accounts of Euroclear
Participants in accordance with the Euroclear Terms and Conditions.

Global Clearance and Settlement Procedures

We understand that investors that hold their notes through Clearstream or Euroclear accounts will follow the settlement procedures that are
applicable to conventional eurobonds in registered form. Notes will be credited to the securities custody accounts of Clearstream and Euroclear
accountholders on the business day following the settlement date, for value on the settlement date. They will be credited either free of payment
or against payment for value on the settlement date.

We understand that secondary market trading between Clearstream and/or Euroclear accountholders will occur in the ordinary way following the
applicable rules and operating procedures of Clearstream and Euroclear. Secondary market trading will be settled using procedures applicable to
conventional eurobonds in registered form.

You should be aware that investors will only be able to make and receive deliveries, payments and other communications involving the notes
through Clearstream and Euroclear on days when those systems are open for business. Those systems may not be open for business on days
when banks, brokers and other institutions are open for business in the United States.

In addition, because of time-zone differences, there may be problems with completing transactions involving Clearstream and Euroclear on the
same business day as in the United States. United States investors who wish to transfer their interests in the notes, or to make or receive a
payment or delivery of the notes, on a particular day, may find that the transactions will not be performed until the next business day in
Luxembourg or Brussels, depending on whether Clearstream or Euroclear is used.

Clearstream or Euroclear will credit payments to the cash accounts of Clearstream customers or Euroclear accountholders, as applicable, in
accordance with the relevant system�s rules and procedures, to the extent
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received by its depositary. Clearstream or the Euroclear Operator, as the case may be, will take any other action permitted to be taken by a
holder under the indenture on behalf of a Clearstream customer or Euroclear participant only in accordance with its relevant rules and
procedures.

Clearstream and Euroclear have agreed to the foregoing procedures in order to facilitate transfers of the notes among accountholders of
Clearstream and Euroclear. However, they are under no obligation to perform or continue to perform those procedures, and they may
discontinue those procedures at any time.

Certificated Notes

If the depositary for any of the notes represented by a registered global note is at any time unwilling or unable to continue as depositary and a
successor depositary is not appointed by us within 90 days, we will issue notes in definitive form in exchange for the registered global note that
had been held by or on behalf of the depositary. Any notes issued in definitive form in exchange for a registered global note will be registered in
the name or names that the depositary gives to the trustee or other relevant agent of the trustee. It is expected that the depositary�s instructions
will be based upon directions received by the depositary from accountholders with respect to ownership of beneficial interests in the registered
global note that had been held by the depositary. In addition, we may at any time determine that the notes shall no longer be represented by a
global note and will issue notes in definitive form in exchange for such global note pursuant to the procedure described above.

Governing Law

The indenture provides that it and the notes will be governed by, and construed in accordance with, the laws of the State of New York.

Trustee and Paying Agent

We maintain customary banking relationships with The Bank of New York Mellon Trust Company, N.A., the trustee under the indenture, and
The Bank of New York Mellon, the London paying agent for the notes and their affiliates.
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Material U.S. Federal Income Tax Considerations

The following is a general discussion of certain United States federal income tax consequences of the acquisition, ownership and disposition of
the notes by initial holders of notes, but does not purport to be a complete analysis of all the potential tax considerations. This discussion is
based upon the Code, the Treasury Regulations thereunder and administrative rulings and court decisions, all as of the date hereof, and all of
which are subject to change, possibly retroactively. Unless otherwise stated, this discussion is limited to the tax consequences to those persons
who are original beneficial owners of the notes (�Holders�) who purchase notes at their original issue price (generally the first price at which a
substantial amount of the notes are sold for money to the public, not including purchases by bond houses, brokers or similar persons or
organizations acting in the capacity of underwriters, placement agents or wholesalers) for cash and who hold such notes as capital assets within
the meaning of Section 1221 of the Code and assumes that such issue price is the price stated on the cover of this offering memorandum. This
discussion assumes that the notes are not issued with original issue discount as that term is defined in the Code and Treasury Regulations. This
discussion does not consider any specific facts or circumstances or special tax rules that may apply to a particular Holder based on its status
(including, for example, a bank, a financial institution, a broker-dealer, an insurance company, a passive foreign investment company, a
controlled foreign corporation, an individual retirement or other tax-deferred account, an S corporation, a broker-dealer or dealer or trader in
securities or currencies, a tax-exempt organization, a partnership or other pass-through entity, an expatriate, a real estate investment trust, a
regulated investment company, or a person that holds securities as part of a straddle, hedge, conversion transaction, or other integrated
investment). This discussion also does not address the tax consequences to persons that have a functional currency other than the U.S. dollar. In
addition, this discussion does not address U.S. federal alternative minimum tax or estate and gift tax consequences or any aspect of state, local or
foreign taxation. We have not sought any ruling from the Internal Revenue Service (the �IRS�) with respect to the statements made and the
conclusions reached in this discussion, and we cannot assure that the IRS will agree with such statements and conclusions.

For purposes of this discussion, a �U.S. Holder� means a Holder that is, for U.S. federal income tax purposes (1) a citizen or resident of the United
States, (2) a corporation or other entity taxable as a corporation created or organized in the United States or under the laws of the United States,
any state thereof, or the District of Columbia, (3) an estate whose income is includible in gross income for United States federal income tax
purposes regardless of its source, or (4) a trust whose administration is subject to the primary supervision of a United States court and which has
one or more United States persons who have the authority to control all substantial decisions of the trust or if a valid election to be treated as a
U.S. person is in effect with respect to such trust. A Non-U.S. Holder is a Holder that is neither a U.S. Holder nor a partnership or other entity or
arrangement treated as a partnership for U.S. federal income tax purposes.

If a partnership or other entity or arrangement treated as a partnership for United States federal income tax purposes holds the notes, the tax
treatment of a partner thereof will generally depend upon the status of the partner and the activities of the partnership. Partners in a partnership
holding the notes should consult their tax advisors as to the tax consequences to them of the purchase, ownership and disposition of the notes by
the partnership.

THE FOLLOWING DISCUSSION IS FOR INFORMATIONAL PURPOSES ONLY AND IS NOT A SUBSTITUTE FOR CAREFUL
TAX PLANNING AND ADVICE. PROSPECTIVE INVESTORS ARE URGED TO CONSULT THEIR INDEPENDENT TAX
ADVISORS REGARDING THE UNITED STATES FEDERAL TAX CONSEQUENCES OF ACQUIRING, HOLDING, AND
DISPOSING OF THE NOTES, AS WELL AS ANY TAX CONSEQUENCES THAT MAY ARISE UNDER THE LAWS OF ANY
FOREIGN, STATE, LOCAL, OR OTHER TAXING JURISDICTION.

Certain Contingent Payments

In certain circumstances, we may choose or be obligated to pay amounts in excess of the stated interest or principal on the notes or redeem the
notes prior to their stated maturity (see �Description of the Notes�Payment of Additional Amounts�, �Description of the Notes�Repurchase at Option
of Holders Upon Change of Control
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Repurchase Event�, �Description of the Notes�Redemption for Tax Reasons�). The obligation to make such payments may implicate the provisions
of Treasury regulations relating to �contingent payment debt instruments.� Under applicable Treasury regulations, the possibility that such an
amount will be paid will not affect the amount, timing or character of income recognized by a holder with respect to the notes if, as of the date
the notes were issued, there is only a remote chance that such an amount will be paid, the amount is incidental or certain other exceptions apply.
We intend to take the position that the contingencies associated with such payments on the notes should not cause the notes to be subject to the
contingent payment debt instrument rules. Our determination is binding on a holder unless such holder discloses its contrary position in the
manner required by applicable Treasury regulations. Our determination is not, however, binding on the IRS, and if the IRS were to successfully
challenge this determination, a holder might be required to accrue interest income at a higher rate than the stated interest rate on the notes, and to
treat as ordinary income any gain realized on the taxable disposition of a note. The remainder of this discussion assumes that the notes will not
be treated as contingent payment debt instruments. Holders are urged to consult their own tax advisors regarding the potential application to the
notes of the contingent payment debt instrument rules and the consequences thereof.

U.S. Federal Income Taxation of U.S. Holders

Payments of interest

Interest on a note will be �qualified stated interest,� as that term is defined in the Code and the Treasury Regulations, and generally will be taxable
to a U.S. Holder as ordinary interest income at the time it is accrued or is received in accordance with the U.S. Holder�s method of accounting for
tax purposes. See the discussion below under �Information Reporting and Backup Withholding� regarding certain information we may be required
to provide to the IRS with respect to payments to U.S. Holders and circumstances under which we may be required to withhold U.S. federal
income tax on payments to U.S. Holders.

See ��Foreign Currency Considerations� below for additional tax consequences related to the notes being denominated in euro.

Disposition

In general, a U.S. Holder will recognize gain or loss upon the sale, exchange, redemption or other taxable disposition of the notes measured by
the difference between (1) the amount (determined in dollars) of cash and fair market value of property received (except to the extent such cash
or property is attributable to accrued but unpaid interest, which is treated as interest as described above) and (2) the U.S. Holder�s adjusted tax
basis in the notes. A U.S. Holder�s adjusted tax basis in the notes generally will equal the cost of the notes to the U.S. Holder, less any principal
payments received by such U.S. Holder (in each case, determined in dollars). Any gain or loss will generally be long-term capital gain or loss,
provided the notes had been held by such U.S. Holder for more than one year at the time of disposition. In the case of individual U.S. Holders,
long-term capital gain is currently subject to a maximum U.S. federal income tax rate of 20%. The deductibility of capital losses by U.S. Holders
is subject to limitations.

A U.S. Holder that sells a note between interest payment dates will be required to treat as ordinary interest income an amount equal to interest
that has accrued through the date of sale that has not been previously included in income.

See ��Foreign Currency Considerations� below for additional tax consequences related to the notes being denominated in euro.

Medicare Net Investment Income Tax

A tax of 3.8% is imposed on the �net investment income� of certain individuals, trusts and estates on the lesser of (1) the taxpayer�s �net investment
income� (or undistributed net investment income in the case of an estate or trust) for the relevant taxable year and (2) the excess of the taxpayer�s
modified adjusted gross income
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(or adjusted gross income in the case of an estate or trust) for the taxable year over a certain threshold. A U.S. Holder�s net investment income
will generally include gross income from interest on the notes and net gain attributable to the disposition of certain property, such as the notes,
less certain deductions, unless such interest income or net gains are derived in the ordinary course of the conduct of a trade or business (other
than a trade or business that consists of certain passive or trading activities). Prospective investors should consult their own tax advisors
regarding the applicability of this tax in their particular circumstances in respect of their investment in the notes.

See ��Foreign Currency Considerations below for additional tax consequences related to the notes being denominated in euro.�

Foreign Currency Considerations

Payments of Interest in Euro

If a Holder uses the cash method of accounting for United States federal income tax purposes, such Holder will be required to include in such
Holder�s gross income the dollar value of the euro interest payment on the date received (based on the dollar spot rate for euro on that date),
regardless of whether the Holder in fact converts the payment to dollars at that time. A Holder will not recognize foreign currency gain or loss
with respect to receipt of such payments, but may have foreign currency gain or loss when such Holder actually sells or otherwise disposes of
euro, as described below.

If a Holder uses the accrual method of accounting for United States federal income tax purposes, such Holder will be required to include in such
Holder�s gross income the dollar value of the euro amount of interest income that accrues during an accrual period. The dollar value of the euro
amount of accrued interest income is determined by translating that income at the average dollar exchange rate for euro in effect during the
accrual period or, if the accrual period spans two taxable years, the partial period within the taxable year. A Holder may elect, however, to
translate accrued interest income using: (i) the dollar spot rate for euro on the last day of the accrual period, (ii) in the case of a partial accrual
period, the spot rate on the last day of the taxable year or (iii) if the date of receipt is within five business days of the last day of the interest
accrual period, the spot rate on the date of receipt. That election must be applied consistently to all debt instruments a Holder holds from year to
year and may not be changed without the consent of the IRS. Prior to making that election, Holders should consult their own tax advisor.

If a Holder uses the accrual method of accounting for United States federal income tax purposes, such Holder may recognize foreign currency
gain or loss, which generally will be taxable as ordinary income or loss, with respect to accrued interest income on the date the payment of that
income was received. The amount of foreign currency gain or loss recognized will be the difference, if any, between the dollar value of the
payment in euro that is received by the Holder in respect of the accrued interest (based on the dollar spot rate for euro on the date you receive the
payment) and the dollar value of interest income that has accrued during the accrual period (determined as described in the preceding
paragraph).

If a Holder receives a payment of interest in dollars as a result of a currency conversion, then the dollar amount so received might not be the
same as the dollar amount required to be recognized as interest income under the rules described above.

Exchange or Purchase of Euro

Euro received as interest on a note or on a sale, exchange, redemption or other disposition of a note generally will have a tax basis equal to the
dollar value of the euro at the spot rate on the date of receipt. If a Holder purchases euro, the tax basis of the euro will generally be the dollar
value of the euro at the spot rate on the date of purchase. Any gain or loss recognized on a sale, exchange or other disposition of euro (including
the use of euro to purchase notes or upon the exchange of euro for dollars) generally will be treated as ordinary income or loss.
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Foreign Currency Gain or Loss on Sale or Other Disposition of Notes

If a Holder receives euro on the sale, exchange, redemption or other disposition of your note, the dollar amount realized generally will be based
on the dollar spot rate for euro on the date of the disposition. However, if the notes are traded on an established securities market and such
Holder is a cash method U.S. Holder or an electing accrual method U.S. Holder, the dollar amount realized will be determined by translating the
euro received at the dollar spot rate for euro on the settlement date of the disposition. If such Holder is an accrual method U.S. Holder and makes
this election, the election must be applied consistently to all debt instruments from year to year and cannot be changed without the consent of the
IRS. If such Holder is an accrual method U.S. Holder and does not make this election, the dollar equivalent of the amount realized will be
determined by translating that amount at the dollar spot rate for euro on the date of the sale, exchange, redemption or other disposition and
generally will recognize foreign currency gain or loss (generally treated as ordinary income or loss) equal to the difference, if any, between the
dollar equivalent of the amount realized based on the spot rates in effect on the date of disposition and the settlement date.

The initial tax basis in a note generally will be the cost of the note, which, in the case of a U.S. Holder that purchases a note with euro, will be
the dollar value of the amount of euro paid for such note at the dollar spot rate for euro on the date of purchase. However, if the notes are traded
on an established securities market, and a Holder is a cash basis U.S. Holder or an electing accrual method U.S. Holder, the dollar amount of the
euro purchase price will be determined by translating the euro paid at the dollar spot rate for euro on the settlement date of the purchase. As
described above, if a Holder is an accrual method U.S. Holder and makes this election, the election must be applied consistently to all debt
instruments from year to year and cannot be changed without the consent of the IRS. If a Holder is an accrual method U.S. Holder and does not
make this election, the dollar equivalent of the purchase price will be determined by translating that amount at the spot rate on the date of the
purchase and foreign currency gain or loss (generally treated as ordinary income or loss) equal to the difference, if any, between the dollar
equivalent of the purchase price based on the spot rates in effect on the date of purchase and the settlement date will be generally recognized.

A Holder will recognize foreign currency gain or loss attributable to the movement in exchange rates between the time of purchase of the note
and the time of disposition, including the sale, exchange, redemption or other disposition, of the note. Gain or loss attributable to the movement
of exchange rates will equal the difference between (1) the dollar value of the euro principal amount of the note, determined as of the date the
note is disposed of based on the dollar spot rate for euro in effect on that date, and (2) the dollar value of the euro principal amount of such note,
determined on the date the note was acquired based on the dollar spot rate for euro in effect on that date. For this purpose, the principal amount
of the note is the purchase price for the note in euro. Any such gain or loss generally will be treated as ordinary income or loss, and generally
will be United States source gain or loss, and generally will not be treated as interest income or expense. A Holder will recognize such foreign
currency gain or loss to the extent such Holder has gain or loss, respectively, on the overall sale or taxable disposition of the note.

Reportable Transaction Reporting

Under applicable Treasury Regulations, if a Holder is a U.S. Holder who participates in �reportable transactions� (as defined in the Treasury
Regulations), such Holder must attach to such Holder�s United States federal income tax return a disclosure statement on IRS Form 8886. Under
the relevant rules, a Holder may be required to treat a foreign currency exchange loss from the notes as a reportable transaction if this loss
exceeds the relevant threshold in the regulations. Holders should consult their tax advisor regarding the possible obligation to file IRS Form
8886 with respect to the ownership or disposition of the notes, or any related transaction, including, without limitation, the disposition of any
euro received.
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U.S. Federal Income Taxation of Non-U.S. Holders

Payments of Interest

Subject to the discussions of FATCA and backup withholding below, payments of interest on the notes to a Non-U.S. Holder will not be subject
to withholding of U.S. federal income tax or U.S. withholding tax, unless such payments are effectively connected with the conduct of a U.S.
trade or business, and in the case of a treaty resident, attributable to a U.S. permanent establishment (or, in the case of an individual, a fixed
base) maintained in the United States by the Non-U.S. Holder, provided that:

� the Non-U.S. Holder does not actually or constructively own 10% or more of the total combined voting power of all classes of our
stock entitled to vote;

� the Non-U.S. Holder is not a bank receiving interest pursuant to a loan agreement entered into in the ordinary course of its trade or
business;

� the Non-U.S. Holder is not a controlled foreign corporation that is actually or constructively related to us through stock ownership;
and

� either (a) the beneficial owner of the notes certifies to us or our agent on IRS Form W-8BEN or W-8BEN-E, depending on the
Non-U.S. Holder�s status (or applicable successor form), under penalties of perjury, that it is not a �U.S. person� (as defined in the
Code) and provides its name and address, or (b) a securities clearing organization, bank or other financial institution that holds
customers� securities in the ordinary course of its trade or business (a �Financial Institution�) holds the notes on behalf of the beneficial
owner and certifies to us or our agent, under penalties of perjury, that a properly executed IRS Form W-8BEN or W-8BEN-E,
depending on the Non-U.S. Holder�s status (or applicable successor form) has been received by it from the Non-U.S. Holder or a
qualifying intermediary and furnishes a copy to our agent; provided that a non-United States Financial Institution may fulfill the
certification requirement by providing a Form W-8IMY to us certifying that it has entered into an agreement with the IRS to be
treated as a qualifying intermediary.

The requirements set forth in the bulleted clauses above are known as the �Portfolio Interest Exception.�

If a Non-U.S. Holder cannot satisfy the requirements of the Portfolio Interest Exception, payments of interest made to such Non-U.S. Holder
will be subject to U.S. federal withholding tax at a 30% rate unless the beneficial owner of the note provides us or our agent, as the case may be,
with a properly executed:

� IRS Form W-8BEN or W-8BEN-E, depending on the Non-U.S. Holder�s status (or applicable successor form) claiming, under
penalties of perjury, an exemption from, or reduction in, the U.S. federal withholding tax rate under a tax treaty (a �Treaty Rate�), or

� IRS Form W-8ECI (or successor form) stating that interest paid on the note is not subject to the U.S. federal withholding tax because
it is effectively connected with a U.S. trade or business of the beneficial owner (in which case such interest will be subject to U.S.
federal income tax rates on a net income basis as described below).

The certification requirement described above also may require a Non-U.S. Holder that provides an IRS form or that claims a Treaty Rate to
provide its U.S. taxpayer identification number.

Each Non-U.S. Holder is urged to consult its own independent tax advisor about the specific methods for satisfying these requirements. A claim
for exemption will not serve to avoid withholding if the applicable withholding agent has actual knowledge or reason to know that statements on
the form are false.
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requirements described above are satisfied), will be subject to U.S. federal income tax on such interest on a net income basis in the same manner
as if it were a U.S. Holder. In addition, if such Non-U.S. Holder is a foreign corporation and interest on the note is effectively connected with its
U.S. trade or business (and if required by applicable treaty, attributable to a U.S. permanent establishment), such Holder may be subject to an
additional branch profits tax at a rate of 30% (unless reduced by treaty) in respect of such interest. A Non-U.S. Holder that is engaged in the
conduct of a trade or business in the United States is urged to consult its tax advisors regarding the U.S. tax consequences of the ownership and
disposition of the notes.

Disposition

Subject to the discussions of FATCA and backup withholding below, except with respect to accrued and unpaid interest (which is subject to the
rules discussed above under ��Payment of Interest�), a Non-U.S. Holder will not be subject to United States federal income tax or withholding tax
on gain realized on the sale, exchange or other disposition of the notes, unless (a) that Holder is an individual who is present in the United States
for 183 days or more during the taxable year and certain other requirements are met or (b) the gain is effectively connected with the conduct of a
United States trade or business of the Holder (and, if required by an applicable income tax treaty, is attributable to a U.S. permanent
establishment or fixed base maintained in the United States by the Holder). If the exception under (a) applies, the Non-U.S. Holder will be
subject to tax equal to 30% on the gain realized except as provided under an applicable treaty. If the exception under (b) applies, the Non-U.S.
Holder will be subject to U.S. federal income tax as described under ��U.S. Federal Income Taxation of U.S. Holders�Disposition� unless an
applicable treaty provides otherwise, and if such holder is a corporation, it may be subject to an additional 30% branch profits tax. Accrued and
unpaid interest realized on a sale, exchange or other disposition of a note will be subject to U.S. federal income tax to the extent interest would
have been subject to U.S. federal income tax as described under ��U.S. Federal Income Taxation of Non-U.S. Holders�Payments of Interest.�

Information Reporting and Backup Withholding

We will, where required, report to Holders and the IRS the amount of any interest paid on the notes in each calendar year and the amounts of
federal tax withheld, if any, with respect to payments. A U.S. Holder may be subject to information reporting and to backup withholding at a
current rate of 28% with respect to payments of principal and interest made on the notes, or on proceeds of the disposition of the notes before
maturity, unless that U.S. Holder provides a correct taxpayer identification number or proof of an applicable exemption, and otherwise complies
with applicable requirements of the information reporting and backup withholding rules.

Under the Treasury Regulations, backup withholding and information reporting will not apply to payments made by us or any agent thereof (in
its capacity as such) to a Non-U.S. Holder if such Non-U.S. Holder has provided the required certification that it is not a U.S. person on the IRS
form W-8BEN or W-8BEN-E (or successor form), as applicable, or has otherwise established an exemption (provided that neither Kellogg nor
its agent has actual knowledge that such holder is a U.S. person or that the conditions of any exemption are not in fact satisfied).

Payments of the proceeds from the sale of the notes to or through a foreign office of a broker will not be subject to information reporting or
backup withholding, unless the broker is (1) a U.S. person, (2) a �controlled foreign corporation,� (3) a foreign person 50% or more of whose gross
income for certain periods is effectively connected with a United States trade or business or (4) a foreign partnership, if, at any time during its
taxable year, one or more of its partners are United States persons who in the aggregate hold more than 50% of the income or capital interest in
the partnership or if, at any time during its taxable year, the foreign partnership is engaged in a United States trade or business, and the Non-U.S.
Holder does not establish an exception as specified in the Treasury Regulations regarding backup withholding and information reporting, as
applicable.

Backup withholding is not an additional tax. Any amount withheld under the backup withholding rules may be refunded or credited against the
Holder�s United States federal income tax liability, provided that the required
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information is timely furnished to the IRS. Holders should consult their own tax advisors regarding the effect, if any, of these rules on their
particular situation.

Foreign Account Tax Compliance Act

Sections 1471 through 1474 of the Code and the Treasury Regulations promulgated thereunder (commonly referred as the �Foreign Account Tax
Compliance Act� or �FATCA�) generally imposes a withholding tax of 30% on payments of interest and, beginning January 1, 2017, on gross
proceeds from the disposition of a debt instrument to (i) a �foreign financial institution (as defined in the Code) (as the beneficial owner or as an
intermediary for the beneficial owner), unless such institution is �deemed compliant,� complies with an applicable intergovernmental agreement
and/or enters into an agreement with the United States government to collect and provide to the United States tax authorities substantial
information regarding United States account holders of such institution (which would include certain equity and debt holders of such institution,
as well as certain account holders that are foreign entities with United States owners) or (ii) a foreign entity that is not a financial institution in
certain cases (as the beneficial owner or as an intermediary for the beneficial owner), unless such entity provides the withholding agent with a
certification identifying the substantial United States owners of the entity, which generally includes any United States person who directly or
indirectly owns more than 10% of the entity. A payment that would otherwise be subject to withholding tax under FATCA may also be exempt
from withholding under various intergovernmental agreements entered into by the United States and foreign governments. Prospective
purchasers of the notes should consult their own tax advisors regarding the implications of FATCA on their investment in the notes.

EU Savings Directive

Under the EU Savings Directive, the competent authority of a member state is required to provide to the competent authority of another member
state details of payments of interest and other similar income paid by a person within its jurisdiction to, or for the benefit of, an individual, or
certain other persons, resident in that other member state. However, for a transitional period, Austria is instead required (unless during such
period it elects otherwise) to levy withholding tax at a rate of 35% in relation to such payments. The ending of such transitional period is
dependent upon the conclusion of certain other agreements relating to information exchange with certain other countries. A number of non-EU
countries and territories have adopted similar measures. Luxembourg operated a withholding system until December 31, 2014, but the
Luxembourg Government has elected out of the withholding system in favor of automatic exchange of information with effect from January 1,
2015.

On March 24, 2014, the European Council adopted an EU Council Directive amending and broadening the scope of the requirements described
above. In particular, the changes expand the range of payments covered by the EU Savings Directive to include certain additional types of
income, and widen the range of recipients payments to whom are covered by the EU Savings Directive, to include certain other types of entity
and legal arrangement. Member states are required to implement national legislation giving effect to these changes by January 1, 2016 (which
national legislation must apply from January 1, 2017).

If a payment were to be made or collected through a member state that has opted for a withholding system and an amount of, or in respect of, tax
were to be withheld from that payment, then neither we, nor any paying agent nor any other person would be obliged to pay additional amounts
with respect to any note as a result of the imposition of such withholding tax. To the extent permitted by law, we will be required to maintain a
paying agent that is not located in a member state of the European Union that will oblige such paying agent to withhold or deduct tax pursuant to
the EU Savings Directive or any law implementing or complying with, or introduced in order to conform to, the EU Savings Directive.
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The Proposed Financial Transactions Tax

On February 14, 2013, the European Commission published a proposal for a directive for a common financial transactions tax (�FTT�) in Belgium,
Germany, Estonia, Greece, Spain, France, Italy, Austria, Portugal, Slovenia and Slovakia (the �participating member states�).

The proposed FTT has very broad scope and could, if introduced in its current form, apply to certain dealings in notes (including secondary
market transactions) in certain circumstances.

Under the European Commission�s proposal, the FTT could apply in certain circumstances to persons both within and outside of the participating
member states. Generally, it would apply to certain dealings in notes where at least one party is a financial institution, and at least one party is
established in a participating member state. A financial institution may be, or be deemed to be, �established� in a participating member state in a
broad range of circumstances, including (a) by transacting with a person established in a participating member state or (b) where the financial
instrument which is subject to the dealings is issued in a participating member state.

Joint statements issued by participating member states indicate an intention to implement the FTT by January 1, 2016. However, the FTT
proposal remains subject to negotiation between the participating member states. It may therefore be materially altered prior to any
implementation, and the extent to which it may ultimately apply (if at all) to dealings in the notes is uncertain. Additional member states may
decide to participate. Prospective holders of notes are advised to seek their own professional advice in relation to the FTT.

S-34

Edgar Filing: KELLOGG CO - Form 424B5

Table of Contents 47



Table of Contents

Underwriting

Under the terms and subject to the conditions contained in an underwriting agreement dated as of the date of this prospectus supplement, the
underwriters named below, for whom HSBC plc, J.P. Morgan Securities plc and Merrill Lynch International, are acting as representatives, have
severally agreed to purchase, and we have agreed to sell to them, severally, the principal amount of each series of the notes set forth opposite its
name below:

Underwriters
Principal Amount

of Notes
HSBC plc � 180,000,000
J.P. Morgan Securities plc 180,000,000
Merrill Lynch International 180,000,000
Banco Bilbao Vizcaya Argentaria, S.A. 20,000,000
Citigroup Global Markets Limited 20,000,000
Coöperatieve Centrale Raiffeisen-Boerenleenbank B.A. 20,000,000

Total � 600,000,000

The underwriters are offering the notes subject to their acceptance of the notes from us and subject to prior sale. The underwriting agreement
provides that the obligations of the several underwriters to pay for and accept delivery of the notes offered by this prospectus supplement are
subject to the approval of certain legal matters by their counsel and to certain other conditions. The underwriters are obligated to take and pay
for all of the notes offered by this prospectus supplement if any such notes are taken.

The underwriters initially propose to offer part of the notes of each series directly to the public at the offering prices described on the cover page
of this prospectus supplement. After the initial offering of the notes, the underwriters may from time to time vary the offering price and other
selling terms.

The following table shows the underwriting discounts and commissions that we will pay to the underwriters in connection with the offering of
the notes:

Paid by
Kellogg

Per note 0.450% 
Total �2,700,000
We have also agreed to indemnify the underwriters against certain liabilities, including liabilities under the U.S. Securities Act of 1933, as
amended, or to contribute to payments which the underwriters may be required to make in respect of any such liabilities.

In connection with the issue of the notes, Merrill Lynch International (in this capacity, the �Stabilizing Manager�) may over-allot notes or effect
transactions with a view to supporting the market price of the notes at a level higher than that which might otherwise prevail. However, there is
no assurance that the Stabilizing Manager (or persons acting on behalf of the Stabilizing Manager) will undertake any stabilization action. Any
stabilization action may begin on or after the date on which adequate public disclosure of the terms of the offer of the notes is made, and, if
begun, may be ended at any time, but it must end no later than the earlier of 30 days after the issue of the notes and 60 days after the date of the
allotment of the notes. The underwriters have advised us that any stabilization action commenced will be carried out in accordance with
applicable laws and regulations.

Any stabilization action may have the effect of preventing or retarding a decline in the market price of the notes. They may also cause the price
of the notes to be higher than the price that would otherwise exist in the open market in the absence of stabilization actions. The Stabilizing
Manager may conduct these transactions in the over-the-counter market or otherwise. If the Stabilizing Manager commences any stabilization
action, it may discontinue them at any time.
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Expenses associated with this offering (and our application to have the notes listed on the New York Stock Exchange) to be paid by us, other
than the underwriting discounts and commissions, are estimated to be approximately $750,000.

The notes are a new issue of securities for which there is currently no trading market. We intend to apply for listing of the notes for trading on
the New York Stock Exchange. The listing application will be subject to approval by the New York Stock Exchange. If such a listing is
obtained, we have no obligation to maintain such listing, and we may delist the notes at any time. In addition, although the underwriters have
informed us that they currently intend to make a market in the notes after we complete the offering, they have no obligation to do so and may
discontinue their market-making at any time without notice. Any market-making activity will be subject to the limits imposed by federal
securities laws and may be limited during the offering of the notes.

We expect that delivery of the notes will be made against payment therefor on the date specified on the cover of this prospectus supplement,
which will be the fifth business day following the trade date of the notes. Under Rule 15c6-1 under the U.S. Securities and Exchange Act of
1934, as amended (the �Exchange Act�), trades in the secondary market generally are required to settle in three business days, unless the parties to
any such trade expressly agree otherwise. Purchasers who wish to trade any notes on any date prior to three business days before delivery will be
required by virtue of the fact that the notes initially will settle in five business days (T+5), to specify an alternate settlement cycle at the time of
any such trade to prevent a failed settlement and should consult with their own advisor.

Other Relationships

The underwriters and their respective affiliates are full service financial institutions engaged in various activities, which may include securities
trading, commercial and investment banking, financial advisory, investment management, investment research, principal investment, hedging,
financing and brokerage activities. Certain of the underwriters and their respective affiliates have engaged in, and may in the future engage in,
investment banking and commercial banking dealings in the ordinary course of business with us or our affiliates. They have received, or may in
the future receive, customary fees and commissions for these transactions.

In addition, in the ordinary course of their business activities, the underwriters and their respective affiliates have made or held, and may in the
future make or hold, a broad array of investments including serving as counterparties to certain derivative and hedging arrangements, and may
have actively traded, and, in the future may actively trade, debt and equity securities (or related derivative securities), and financial instruments
(including bank loans) for their own account and for the accounts of their customers and may have in the past and at any time in the future hold
long and short positions in such securities and instruments. Such investment and securities activities may have involved, and in the future may
involve, securities and instruments of Kellogg or our affiliates. Certain of the underwriters or their respective affiliates that have a lending
relationship with us routinely hedge their credit exposure to us consistent with their customary risk management policies. Typically, such
underwriters and their respective affiliates would hedge such exposure by entering into transactions which consist of either the purchase of credit
default swaps or the creation of short positions in our securities, including potentially the notes offered hereby. Any such short positions could
adversely affect future trading prices of the notes offered hereby. The underwriters and their respective affiliates may also make investment
recommendations and/or publish or express independent research views in respect of such securities or financial instruments and may hold, or
recommend to clients that they acquire, long and/or short positions in such securities and instruments.

Selling Restrictions

Other than in the United States, no action has been taken by us or the underwriters that would permit a public offering of the notes offered by
this prospectus supplement in any jurisdiction where action for that purpose is required. The notes offered by this prospectus supplement may
not be offered or sold, directly or indirectly, nor may this prospectus supplement or any other offering material or advertisements in connection
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with the offer and sale of any such notes be distributed or published in any jurisdiction, except under circumstances that will result in compliance
with the applicable rules and regulations of that jurisdiction. Persons into whose possession this prospectus supplement comes are advised to
inform themselves about and to observe any restrictions relating to the offering and the distribution of this prospectus supplement. This
prospectus supplement does not constitute an offer to sell or a solicitation of an offer to buy any notes offered by this prospectus supplement in
any jurisdiction in which such an offer or a solicitation is unlawful.

Any underwriter that is not a broker-dealer registered with the SEC will only make sales of the notes in the United States through one or more
SEC-registered broker-dealers in compliance with applicable securities laws and the rules of the Financial Industry Regulatory Authority, Inc.

European Economic Area

In relation to each Relevant Member State, each underwriter has represented and agreed that, with effect from and including the date on which
the Prospectus Directive is implemented in that Relevant Member State (the �Relevant Implementation Date�), it has not made and will not make
an offer of notes to the public in that Relevant Member State other than:

� to any legal entity which is a qualified investor as defined in the Prospectus Directive;

� to fewer than 150, natural or legal persons (other than qualified investors as defined in the Prospectus Directive) subject to
obtaining the prior consent of the underwriters for any such offer; or

� in any other circumstances falling within Article 3(2) of the Prospectus Directive,
provided that no such offer of notes shall require us or any underwriter to publish a prospectus pursuant to Article 3 of the Prospectus Directive.

For purposes of the foregoing, the expression an �offer of notes to the public� in relation to the notes in any Relevant Member State means the
communication in any form and by means of sufficient information on the terms of the offer and the notes to be offered so as to enable an
investor to decide to purchase or subscribe for the notes, as the same may be varied in that Relevant Member State by any measure
implementing the Prospectus Directive in that Relevant Member State; �Prospectus Directive� means Directive 2003/71/EC (as amended,
including by Directive 2010/73/EU), and includes any relevant implementing measure in the Relevant Member State.

United Kingdom

Each underwriter has represented and agreed that:

� it has only communicated or caused to be communicated and will only communicate or cause to be communicated an invitation or
inducement to engage in investment activity (within the meaning of Section 21 of the Financial Services and Markets Act 2000
(�FSMA�)) received by it in connection with the issue or sale of the notes in circumstances in which Section 21(1) of the FSMA would
not, if we were not an authorized person, apply to us; and

� it has complied and will comply with all applicable provisions of the FSMA with respect to anything done by it in relation to the
notes in, from or otherwise involving the United Kingdom.

Hong Kong

This prospectus supplement and accompanying prospectus have not been approved by or registered with the Securities and Futures Commission
of Hong Kong or the Registrar of Companies of Hong Kong. The notes may not be offered or sold by means of any document other than (i) in
circumstances which do not constitute an offer

to the public within the meaning of the Companies Ordinance (Cap.32, Laws of Hong Kong), (ii) to �professional
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investors� within the meaning of the Securities and Futures Ordinance (Cap.571, Laws of Hong Kong) and any rules made thereunder or (iii) in
other circumstances which do not result in the document being a �prospectus� within the meaning of the Companies Ordinance (Cap.32, Laws of
Hong Kong), and no advertisement, invitation or document relating to the notes may be issued or may be in the possession of any person for the
purpose of issue (in each case whether in Hong Kong or elsewhere), which is directed at, or the contents of which are likely to be accessed or
read by, the public in Hong Kong (except if permitted to do so under the laws of Hong Kong) other than with respect to notes which are or are
intended to be disposed of only to persons outside Hong Kong or only to �professional investors� within the meaning of the Securities and Futures
Ordinance (Cap. 571, Laws of Hong Kong) and any rules made thereunder.

Japan

The notes have not been and will not be registered under the Financial Instruments and Exchange Law of Japan and each underwriter has agreed
that it will not offer or sell any notes, directly or indirectly, in Japan or to, or for the benefit of, any resident of Japan (which term as used herein
means any person resident in Japan, including any corporation or other entity organized under the laws of Japan), or to others for re-offering or
resale, directly or indirectly, in Japan or to a resident of Japan, except pursuant to an exemption from the registration requirements of, and
otherwise in compliance with, the Financial Instruments and Exchange Law and any other applicable laws, regulations and ministerial guidelines
of Japan.

Singapore

This prospectus supplement and the accompanying prospectus have not been registered as a prospectus with the Monetary Authority of
Singapore. Accordingly, this prospectus supplement, the accompanying prospectus and any other document or material in connection with the
offer or sale, or invitation for subscription or purchase, of the notes may not be circulated or distributed, nor may the notes be offered or sold, or
be made the subject of an invitation for subscription or purchase, whether directly or indirectly, to persons in Singapore other than (i) to an
institutional investor under Section 274 of the Securities and Futures Act, Chapter 289 of Singapore (the �SFA�) (ii) to a relevant person, or any
person pursuant to Section 275(1A), and in accordance with the conditions, specified in Section 275 of the SFA or (iii) otherwise pursuant to,
and in accordance with the conditions of, any other applicable provision of the SFA.

Where the notes are subscribed or purchased under Section 275 by a relevant person which is: (a) a corporation (which is not an accredited
investor) the sole business of which is to hold investments and the entire share capital of which is owned by one or more individuals, each of
whom is an accredited investor; or (b) a trust (where the trustee is not an accredited investor) whose sole purpose is to hold investments and each
beneficiary is an accredited investor, shares, debentures and units of shares and debentures of that corporation or the beneficiaries� rights and
interest in that trust shall not be transferable for 6 months after that corporation or that trust has acquired the notes under Section 275 except:
(1) to an institutional investor under Section 274 of the SFA or to a relevant person, or any person pursuant to Section 275(1A), and in
accordance with the conditions, specified in Section 275 of the SFA; (2) where no consideration is given for the transfer; or (3) by operation of
law.
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Legal Matters

The validity of the notes offered hereby and certain other legal matters in connection with the sale of the notes will be passed upon for us by
Gary H. Pilnick, our Senior Vice President, General Counsel, Corporate Development and Secretary, and by Kirkland & Ellis LLP, Chicago,
Illinois. Certain legal matters relating to the notes offered hereby will be passed upon for the underwriters by Mayer Brown LLP, Chicago,
Illinois. As of February 24, 2015, Mr. Pilnick beneficially owned 51,165.15 shares of our common stock and held 10,500 performance-based
restricted stock units and options to purchase 431,500 shares of our common stock.

Incorporation of Certain Information By Reference

The SEC allows us to �incorporate by reference� information into this prospectus supplement, which means that we can disclose important
information about us by referring you to another document filed separately with the SEC. The information incorporated by reference is
considered to be a part of this prospectus supplement. This prospectus supplement incorporates by reference the documents and reports listed
below filed by us with the SEC (File No. 1-4171) (other than portions of these documents that are furnished under Item 2.02 or Item 7.01 of a
Current Report on Form 8-K, including any exhibits included with such Items):

� our Annual Report on Form 10-K for the fiscal year ended January 3, 2015; and

� our Current Report on Form 8-K filed on February 24, 2015.
We also incorporate by reference the information contained in all other documents we file with the SEC pursuant to Sections 13(a), 13(c), 14 or
15(d) of the Exchange Act (other than portions of these documents that are furnished under Item 2.02 or Item 7.01 of a Current Report on
Form 8-K, including any exhibits included with such Items, unless otherwise indicated therein) after the date of this prospectus supplement and
prior to the termination of this offering. The information contained in any such document will be considered part of this prospectus supplement
from the date the document is filed with the SEC.

Any statement contained in this prospectus supplement or in a document incorporated or deemed to be incorporated by reference in this
prospectus supplement will be deemed to be modified or superseded to the extent that a statement contained herein or in any other subsequently
filed document which also is or is deemed to be incorporated by reference in this prospectus supplement modifies or supersedes that statement.
Any statement so modified or superseded will not be deemed, except as so modified or superseded, to constitute a part of this prospectus
supplement.

We undertake to provide without charge to you, upon oral or written request, a copy of any or all of the documents that have been incorporated
by reference in this prospectus supplement, other than exhibits to such other documents (unless such exhibits are specifically incorporated by
reference therein). We will furnish any exhibit not specifically incorporated by reference upon the payment of a specified reasonable fee, which
fee will be limited to our reasonable expenses in furnishing such exhibit. All requests for such copies should be directed to Investor Relations,
Kellogg Company, P.O. Box 3599, Battle Creek, Michigan 49016-3599, (269) 961-2800.
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PROSPECTUS

KELLOGG COMPANY

Debt Securities

Kellogg Company may offer from time to time, in one or more offerings, its debt securities. This prospectus describes the general terms of these
securities and the general manner in which we will offer them. We will provide the specific terms of any offering of these securities in a
supplement to this prospectus. The applicable prospectus supplement will also describe the specific manner in which we will offer these
securities and may also supplement, update or amend information contained in this prospectus. You should carefully read this prospectus and the
applicable prospectus supplement, as well as the documents incorporated by reference herein or therein, before you invest in these securities.

We may sell these securities on a continuous or delayed basis, directly, through agents, dealers or underwriters as designated from time to time,
or through a combination of these methods. If any agents, dealers or underwriters are involved in the sale of any securities, the applicable
prospectus supplement will set forth their names and any applicable commissions or discounts. Our net proceeds from the sale of securities also
will be set forth in the applicable prospectus supplement.

See �Risk Factors� on page 1 of this prospectus to read about factors you should consider before investing in
these securities.

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.

The date of this prospectus is May 14, 2012.
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ABOUT THIS PROSPECTUS

This prospectus is part of a shelf registration statement that we filed with the Securities and Exchange Commission (the �SEC�). By using a shelf
registration statement, we may, at any time and from time to time, in one or more offerings, sell the debt securities described in this prospectus.

This prospectus provides you with a general description of the debt securities we may offer. Each time we use this prospectus to offer debt
securities, we will provide you with a prospectus supplement that will describe the specific amounts, prices and terms of the securities being
offered. The prospectus supplement may also supplement, update or change information contained in this prospectus. Therefore, if there is any
inconsistency between the information in this prospectus and the prospectus supplement, you should rely on the information in the prospectus
supplement.

We have not authorized anyone to provide you with different information. We are not making an offer of these securities in any jurisdiction
where the offer is not permitted. You should not assume that the information in this prospectus or any applicable prospectus supplement is
accurate as of any date other than the date of the document.

To understand the terms of our debt securities, you should carefully read this prospectus and the applicable prospectus supplement. Together
they give the specific terms of the debt securities we are offering. You should also read the documents we have referred you to under �Where You
Can Find More Information� and �Incorporation of Certain Information by Reference� below for information about us. The shelf registration
statement, including the exhibits thereto, can be read at the SEC�s website or at the SEC�s Public Reference Room as described under �Where You
Can Find More Information.�

The terms �Kellogg,� �we,� �us� and �our� as used in this prospectus refer to Kellogg Company and its consolidated subsidiaries unless the context
otherwise requires. Kellogg Company will be the issuer of the debt securities described in this prospectus. The phrase �this prospectus� refers to
this prospectus and any applicable prospectus supplement, unless the context otherwise requires.

i
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OUR COMPANY

Kellogg Company is the world�s leading producer of cereal and a leading producer of snacks and frozen food, including cookies, crackers, toaster
pastries, cereal bars, fruit-flavored snacks, frozen waffles, and veggie foods. Kellogg products are manufactured and marketed globally.

Our cereal products are generally marketed under the Kellogg�s name and are sold principally to the grocery trade through direct sales forces for
resale to consumers. We use broker and distributor arrangements for certain products. We also generally use these, or similar arrangements, in
less-developed market areas or in those market areas outside of our focus. We also market cookies, crackers, and other convenience foods, under
brands such as Kellogg�s, Keebler, Cheez-It, Murray, Austin and Famous Amos, to supermarkets in the United States through a direct store-door
(DSD) delivery system, although other distribution methods are also used.

Kellogg Company was incorporated in Delaware in 1922. Our principal executive offices are located at One Kellogg Square, P.O. Box 3599,
Battle Creek, Michigan 49016-3599 and our telephone number is (269) 961-2000. Our website address is www.kelloggcompany.com. This
website address is not intended to be an active link and information on our website should not be construed to be part of this prospectus.

RISK FACTORS

Our business is subject to uncertainties and risks. You should carefully consider and evaluate all of the information included and incorporated by
reference in this prospectus, including the risk factors incorporated by reference from our most recent annual report on Form 10�K, as updated by
our subsequent quarterly reports on Form 10�Q and other filings we make with the SEC. It is possible that our business, financial condition,
liquidity or results of operations could be materially adversely affected by any of these risks. The applicable prospectus supplement for any debt
securities we may offer may contain a discussion of additional risks applicable to an investment in us and the particular type of debt securities
we are offering under that prospectus supplement.

FORWARD-LOOKING STATEMENTS

This prospectus and the documents we incorporate by reference contain �forward-looking statements� within the meaning of Section 27A of the
Securities Act of 1933 (the �Securities Act�) and Section 21E of the Securities Exchange Act of 1934 (the �Exchange Act�). From time to time, we
may also provide oral or written forward-looking statements in other materials we release to the public. Forward-looking statements set forth our
current expectations or forecasts of future events. You can identify these statements by forward-looking words such as �expect,� �anticipate,� �plan,�
�believe,� �seek,� �estimate,� �outlook,� �trends,� �future benefits,� �strategies,� �goals� and similar words. In addition, statements that we make in this
prospectus and the documents we incorporate by reference that are not statements of historical fact may also be forward-looking statements.

Forward-looking statements are not guarantees of our future performance and involve risks, uncertainties and assumptions that may cause our
actual results, performance or achievement to differ materially from the expectations we describe in our forward-looking statements. You should
not rely on forward-looking statements. You should be aware that the factors we discuss in �Risk Factors,� elsewhere in this prospectus and in the
documents we incorporate by reference, could cause our actual results to differ from future results expressed or implied by any forward-looking
statements. In addition to causing our actual results to differ, these factors may cause our intentions to change from those that have been stated.
Such changes in our intentions may also cause our actual results to differ. We may change our intentions at any time and without notice.

Forward-looking statements included or incorporated by reference in this prospectus are made as of the date of this prospectus or the date of
such documents incorporated by reference herein, as applicable, and we undertake no obligation to update them, except as required by law,
whether as a result of new information, future events or otherwise.

1
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USE OF PROCEEDS

Unless otherwise indicated in the applicable prospectus supplement, we will use the net proceeds from the sale of our debt securities offered by
this prospectus for general corporate and working capital purposes, the repayment of indebtedness, to finance acquisitions, repurchase common
stock and capital expenditures. We may invest the net proceeds temporarily until we use them for their stated purpose.

RATIO OF EARNINGS TO FIXED CHARGES

The following table sets forth our ratios of earnings to fixed charges for the periods indicated. This information should be read in conjunction
with the consolidated financial statements and the accompanying notes incorporated by reference in this prospectus.

Three Months
Ended

March 31,
2012

Fiscal Year ended

December 31,
2011

January 1,
2011

January 2,
2010

January 3,
2009

December 29,
2007

Ratios of earnings to fixed charges 12.0x 6.9x 6.8x 6.4x 5.5x 5.4x
For the purposes of the ratio of earnings to fixed charges, earnings consist of earnings before income taxes, plus fixed charges and interest on
uncertain tax positions and the amortization of capitalized interest less interest capitalized. Fixed charges consist of interest expense, which
includes debt issuance costs, capitalized interest, and one-third of rental expense and excludes interest on uncertain tax positions, which we
deem to be a reasonable estimate of the portion of our rental expense that is attributable to interest.

DESCRIPTION OF DEBT SECURITquisitions or expansion projects in a cost-effective manner. Rising interest rates may also impact
the price of MLP units, MLP-related entity securities and energy company shares as the yields on alternative investments increase. o
Acquisition Risk. The ability of MLPs to grow and to increase distributions to unitholders is dependent principally on their ability to
make acquisitions that result in an increase in adjusted operating surplus per unit. In the event that MLPs are unable to make such
accretive acquisitions either because they are unable to identify attractive acquisition candidates or negotiate acceptable purchase
contracts or because they are unable to raise financing for such acquisitions on economically acceptable terms or because they are

outbid by competitors, their future growth and ability to raise distributions will be limited. Furthermore, even if MLPs do consummate
acquisitions that they believe will be accretive, the acquisitions may in fact turn out to result in a decrease in adjusted operating surplus
per unit. As MLP general partners typically receive a greater percentage of increased cash distributions, in an effort to increase cash
distributions the general partner may make acquisitions which, due to various factors, including increased debt obligations as well as
the factors set forth below, may adversely affect the MLP. Any acquisition involves risks, including among other things: mistaken
assumptions about revenues and costs, including synergies; the assumption of unknown liabilities; limitations on rights to indemnity

from the seller; the diversion of management's attention from other business concerns; unforeseen difficulties operating in new product
areas or new geographic areas; and customer or key employee losses at the acquired businesses. o Affiliated Party Risk. A few of the

Midstream MLPs are dependent on their parents or sponsors for a majority of their revenues. Any failure by the parents or sponsors to
satisfy their payments or obligations would impact the MLPs' revenues and cash flows and ability to make distributions. o Catastrophe

Risk. The operations of MLPs, MLP-related entities and energy companies are subject to many hazards inherent in transporting,
processing, storing, distributing or marketing natural gas, NGLs, crude oil, refined petroleum products or other hydrocarbons, or in the

exploring, managing or producing of such commodities, including: damage to pipelines, storage tanks or related equipment and
surrounding properties caused by hurricanes, tornadoes, floods, fires and other natural disasters and acts of terrorism; inadvertent

damage from construction and farm equipment; leaks of natural gas, NGLs, crude oil, refined petroleum products or other
hydrocarbons; fires and explosions. These risks could result in substantial losses due to personal injury and/or loss of life, severe

damage to and destruction of property and equipment and pollution or other environmental damage and may result in the curtailment
or suspension of their related operations. Not all MLPs, MLP-related entities and energy companies are fully insured against all risks
inherent to their businesses. If a significant accident or event occurs that is not fully insured, it could adversely affect their operations
and financial condition. o Terrorism/Market Disruption Risk. The terrorist attacks in the United States on September 11, 2001 had a
disruptive effect on the securities markets. U.S. military and related action in Iraq is ongoing and events in the Middle East could have

significant adverse effects on the U.S. economy and the stock market. Uncertainty surrounding retaliatory military strikes or a
sustained military campaign may affect energy company operations in unpredictable ways, including disruptions of fuel supplies and
markets, and transmission and distributions facilities could be direct targets, or indirect casualties, of an act of terror. Since the

September 11th attacks, the U.S. government has issued warnings that energy assets, specifically the U.S. pipeline infrastructure, may
be the future target of terrorist organizations. In addition, changes in the insurance markets attributable to the September 11th attacks
have made certain types of insurance more difficult, if not impossible, to obtain and have generally resulted in increased premium costs.
o MLP Risks. An investment in MLP units involves risks which differ from an investment in common stock of a corporation. Holders of
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-39- MLP units have limited control and voting rights on matters affecting the partnership. In addition, there are certain tax risks
associated with an investment in MLP units and conflicts of interest exist between common unit holders and the general partner,

including those arising from incentive distribution payments. INDUSTRY SPECIFIC RISK MLPs, MLP-related entities and energy
companies are also subject to risks that are specific to the industry they serve. o Midstream MLPs, MLP-related entities and energy

companies that provide crude oil, refined product and natural gas services are subject to supply and demand fluctuations in the markets
they serve which will be impacted by a wide range of factors including, fluctuating commodity prices, weather, increased conservation
or use of alternative fuel sources, increased governmental or environmental regulation, depletion, rising interest rates, declines in
domestic or foreign production, accidents or catastrophic events, and economic conditions, among others. o Propane MLPs and

MLP-related entities are subject to earnings variability based upon weather conditions in the markets they serve, fluctuating commodity
prices, increased use of alternative fuels, increased governmental or environmental regulation, and accidents or catastrophic events,
among others. o MLPs, MLP-related entities and energy companies with coal assets are subject to supply and demand fluctuations in
the markets they serve which will be impacted by a wide range of factors including, fluctuating commodity prices, the level of their

customers' coal stockpiles, weather, increased conservation or use of alternative fuel sources, increased governmental or environmental
regulation, depletion, rising interest rates, transportation issues, declines in domestic or foreign production, mining accidents or

catastrophic events, health claims and economic conditions, among others. CASH FLOW RISK A substantial portion of the cash flow
received by the Fund is derived from its investment in equity securities of MLPs and MLP-related entities. The amount of cash an MLP
or MLP-related entity has available for distributions and the tax character of such distributions is dependent upon the amount of cash
generated by the MLP's or MLP-related entity's operations. Cash available for distribution will vary from quarter to quarter and is
largely dependent on factors affecting the MLP's or MLP-related entity's operations and factors affecting the energy industry in

general. In addition to the risk factors described above, other factors which may reduce the amount of cash an MLP or MLP-related
entity has available for distribution include increased operating costs, capital expenditures, acquisition costs, expansion, construction or
exploration costs and borrowing costs. TAX RISK The Fund's ability to meet its investment objective depends on the level of taxable
income and distributions it receives from the MLP, MLP-related entities and energy company securities in which the Fund invests, a
factor over which the Fund has no control. The benefit the Fund derives from its investment in MLPs is largely dependent on their

being treated as partnerships for federal income tax purposes. As a partnership, an MLP has no income tax liability at the entity level.
If, as a result of a change in an MLP's business, an MLP were treated as a corporation for federal income tax purposes, such MLP
would be obligated to pay federal income tax on its income at the applicable corporate tax rate. If an MLP was classified as a

corporation for federal income tax purposes, the amount of cash available for distribution with respect to the units would be reduced
and any such distributions received by the Fund would be taxed entirely as dividend income. Therefore, treatment of an MLP as a
corporation for federal income tax purposes would result in a material reduction in the after-tax return to the Fund, likely causing a
substantial reduction in the value of the common shares. -40- TAX LAW CHANGE RISK Changes in tax laws or regulations, or

interpretations thereof in the future, could adversely affect the Fund or the MLPs in which it invests. Any such changes could negatively
impact the Fund and its common shareholders. For example, if, by reason of a change in law or otherwise, an MLP in which the Fund
invests is treated as a corporation rather than a partnership, the MLP would be subject to entity level corporate taxation and any

distributions received by the Fund would be treated as dividend income. This would negatively impact the amount and tax
characterization of distributions received by common shareholders. DEFERRED TAX RISK As a limited partner in the MLPs in which
it invests, the Fund is allocated its pro rata share of income, gains, losses, deductions and expenses from the MLPs. A significant portion

of MLP income has historically been offset by tax deductions. The Fund will incur a current tax liability on that portion of a
distribution that is not offset by tax deductions, with the remaining portion of the distribution being treated as a tax-deferred return of

capital. The percentage of an MLP's distribution which is offset by tax deductions will fluctuate over time for various reasons. A
significant slowdown in acquisition activity by MLPs held in the Fund's portfolio could result in a reduction of accelerated depreciation
or other deductions generated by new acquisitions, which may result in increased current tax liability to the Fund. A reduction in the
percentage of a distribution offset by tax deductions or an increase in the Fund's portfolio turnover will reduce that portion of the

Fund's distribution treated as a tax-deferred return of capital and increase that portion treated as dividend income, resulting in reduced
Fund distributions and lower after-tax distributions to the Fund's common shareholders. For purposes of computing net asset value, the
Fund will accrue deferred income taxes for its future tax liability associated with that portion of MLP distributions considered to be
tax-deferred return of capital as well as capital appreciation of its investments. The Fund will rely to some extent on information
provided by MLPs, which is usually not timely, to estimate deferred tax liability for purposes of financial statement reporting and

determining the Fund's net asset value. From time to time the Fund will modify its estimates and/or assumptions regarding its deferred
tax liability as new information becomes available. DELAY IN INVESTING THE PROCEEDS OF THIS OFFERING Although the
Fund currently intends to invest the proceeds of any sales of Common Shares as soon as practicable following the completion of the
offering, such investments may be delayed if suitable investments are unavailable at the time or if the Fund is unable to secure firm

commitments for direct placements. The trading market and volumes for MLP, MLP-related entity and energy company shares may at
times be less liquid than the market for other securities. As a result, it is not anticipated that the Fund will be fully invested immediately
after the completion of the offering and it may take a period of time before the Fund is able to accumulate positions in certain securities.

Prior to the time the proceeds of this offering are fully invested, such proceeds may be invested in cash, cash equivalents or other
securities, pending investment in MLP, MLP-related entity or energy company securities. Income received by the Fund from these

securities would subject the Fund to corporate tax before any distributions to Common Shareholders. As a result, the return and yield
on the Common Shares in the period following any offering pursuant to this prospectus and applicable prospectus supplement may be
lower than when the Fund is fully invested in accordance with its objective and policies. See "Use of Proceeds." EQUITY SECURITIES
RISK MLP common units and other equity securities are sensitive to general movements in the stock market and a drop in the stock
market may depress the price of securities to which the Fund has exposure. MLP units and other equity securities prices fluctuate for
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several reasons including changes in the financial condition of a particular issuer (generally measured in terms of distributable cash
flow in the case of MLPs), investors' perceptions of MLPs and energy companies, the general condition of the relevant stock market,
such as the current market volatility, or when political or economic events affecting the issuers occur. In addition, the price of MLP
units and other equity securities may be particularly sensitive to rising interest rates given their yield-based nature. Certain of the

MLPs, MLP-related entity and other energy companies in which the Fund may invest may have comparatively smaller capitalizations
than other companies. Investing in securities of smaller MLPs, MLP-related entities and -41- energy companies presents some unique
investment risks. These MLPs, MLP-related entities and energy companies may have limited product lines and markets, as well as

shorter operating histories, less experienced management and more limited financial resources than larger MLPs, MLP-related entities
and energy companies and may be more vulnerable to adverse general market or economic developments. Stocks of smaller MLPs,

MLP-related entities and energy companies may be less liquid than those of larger MLPs, MLP-related entities and energy companies
and may experience greater price fluctuations than larger energy companies. In addition, small-cap securities may not be widely

followed by the investment community, which may result in reduced demand. A few of the Midstream MLPs are dependent on their
parents or sponsors for a majority of their revenues. Any failure by the parents or sponsors to satisfy their payments or obligations
would impact the MLPs' revenues and cash flows and ability to make distributions. MLP subordinated units in which the Fund will
invest generally convert to common units at a one-to-one ratio. The purchase or sale price of subordinated units is generally tied to the

common unit price less a discount. The size of the discount varies depending on the likelihood of conversion, the length of time
remaining to conversion, the size of the block purchased and other factors. The Fund invests, and may in the future invest, in I-Shares
which represent an indirect investment in MLP i-units. While not precise, the price of I-Shares and their volatility tend to be correlated
to the price of common units. I-Shares are subject to the same risks as MLP common units. LEVERAGE RISK The Fund may borrow
an amount up to 33-1/3% (or such other percentage to the extent permitted by the 1940 Act) of its Managed Assets (including the

amount borrowed) less all liabilities other than borrowings. The Fund may also issue Preferred Shares in an amount up to 50% of the
Fund's Managed Assets (including the proceeds of the Preferred Shares and any borrowings). As of February 28, 2009, the principal
amount of Borrowings under the Commitment Facility represented approximately 25.60% of the Fund's Managed Assets. As of
February 28, 2009, the Fund had $28.85 million of unutilized funds available for Borrowing under the Commitment Facility. Such
Borrowings and the issuance of Preferred Shares are referred to in this prospectus collectively as "leverage." The successful use of
leverage depends on the Sub-Adviser's ability to predict or hedge correctly interest rate and market movements. Although the use of
leverage by the Fund may create an opportunity for increased returns for the common shares, it also results in additional risks and can
magnify the effect of any losses. If the income and gains earned on the securities and investments purchased with leverage proceeds are
greater than the cost of the leverage, the common shares' return will be greater than if leverage had not been used. Conversely, if the
income or gains from the securities and investments purchased with such proceeds does not cover the cost of leverage, the return to the
common shares will be less than if leverage had not been used. There is no assurance that a leveraging strategy will continue to be used
or will be successful. Leverage involves risks and special considerations for common shareholders including: o the likelihood of greater

volatility of net asset value and market price of the common shares than a comparable portfolio without leverage; o the risk that
fluctuations in interest rates on borrowings and short-term debt or in the dividend rates on any Preferred Shares that the Fund may pay
will reduce the return to the common shareholders or will result in fluctuations in the dividends paid on the common shares; o the effect
of leverage in a declining market, which is likely to cause a greater decline in the net asset value of the common shares than if the Fund
were not leveraged, which may result in a greater decline in the market price of the common shares; and o when the Fund uses financial
leverage, the investment advisory fee payable to the Adviser, and the sub-advisory fee payable by the Adviser to the Sub-Adviser, will be
higher than if the Fund did not use leverage. The issuance of Leverage Instruments by the Fund, in addition to Borrowings under the
Commitment Facility, would involve offering expenses and other costs, -42- including interest or dividend payments, which would be

borne indirectly by the common shareholders. Increased operating costs, including the financing cost associated with any leverage, may
reduce the Fund's total return. The Board of Trustees, in its judgment, nevertheless may determine to continue to use leverage if it
expects that the benefits to the Fund's common shareholders of maintaining the leveraged position will outweigh the current reduced
return. The funds borrowed pursuant to a borrowing program (such as a credit line or commercial paper program), or obtained

through the issuance of Preferred Shares, constitute a substantial lien and burden by reason of their prior claim against the income of
the Fund and against the net assets of the Fund in liquidation. The rights of lenders to receive payments of interest on and repayments
of principal of any borrowings made by the Fund under a borrowing program are senior to the rights of holders of common shares and

the holders of Preferred Shares, with respect to the payment of dividends or upon liquidation. The Fund may not be permitted to
declare dividends or other distributions, including dividends and distributions with respect to common shares or Preferred Shares or
purchase common shares or Preferred Shares unless at the time thereof, the Fund meets certain asset coverage requirements and no
event of default exists under any borrowing program. In addition, the Fund may not be permitted to pay dividends on common shares
unless all dividends on the Preferred Shares and/or accrued interest on borrowings have been paid, or set aside for payment. In an event
of default under a borrowing program, the lenders have the right to cause a liquidation of collateral (i.e., sell MLP units and other assets
of the Fund) and, if any such default is not cured, the lenders may be able to control the liquidation as well. Certain types of leverage
may result in the Fund being subject to covenants relating to asset coverage and the Fund's portfolio composition and may impose
special restrictions on the Fund's use of various investment techniques or strategies or in its ability to pay dividends and other
distributions on common shares in certain instances. The Fund may be subject to certain restrictions on investments imposed by

guidelines of one or more rating agencies, which may issue ratings for the Preferred Shares or other leverage securities issued by the
Fund. These guidelines may impose asset coverage or Fund composition requirements that are more stringent than those imposed by the
1940 Act. The Sub-Adviser does not believe that these covenants or guidelines will impede it from managing the Fund's portfolio in
accordance with the Fund's investment objective and policies. While the Fund may from time to time consider reducing leverage in

response to actual or anticipated changes in interest rates in an effort to mitigate the increased volatility of current income and net asset
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value associated with leverage, there can be no assurance that the Fund will actually reduce leverage in the future or that any reduction,
if undertaken, will benefit the common shareholders. Changes in the future direction of interest rates are very difficult to predict

accurately. If the Fund were to reduce leverage based on a prediction about future changes to interest rates, and that prediction turned
out to be incorrect, the reduction in leverage would likely operate to reduce the income and/or total returns to common shareholders
relative to the circumstance if the Fund had not reduced leverage. The Fund may decide that this risk outweighs the likelihood of
achieving the desired reduction to volatility in income and common share price if the prediction were to turn out to be correct, and
determine not to reduce leverage as described above. In addition, recent turmoil in the credit markets have adversely impacted

borrowing availability and costs. These market developments have increased, and may continue to increase, the financing costs of the
Fund. Because common shareholders indirectly bear the cost of leverage, an increase in interest and dividend obligations on the Fund's
Financial Leverage may reduce the total return to common shareholders. Certain types of Borrowings may result in the Fund being
subject to covenants in credit agreements relating to asset coverage and portfolio composition requirements. The Fund may be subject
to certain restrictions on investments imposed by guidelines of one or more rating agencies, which may issue ratings for the short-term
corporate debt securities or Preferred Shares issued by the Fund. These guidelines may impose asset coverage or portfolio composition
requirements that are more stringent than those imposed by the 1940 Act. In addition, the loan documents under the Commitment

Facility include customary provisions including a restriction on the Fund's ability to pledge its assets and contains customary events of
default including failure of the Fund to meet the asset coverage test of the 1940 Act described below. There is no assurance that the

Fund will not violate financial covenants relating to the Commitment Facility or other Financial Leverage in the future. In such event,
the Fund may be required to repay all outstanding Borrowings immediately. In order to repay such amounts the Fund may be required

to sell assets quickly which could have a material adverse effect on the Fund and could trigger -43- negative tax implications. In
addition, the Fund would be precluded from declaring or paying any distribution on the common shares during the continuance of such
event of default. It is possible that the Fund will be unable to obtain additional Financial Leverage. The capital and credit markets have
been experiencing extreme volatility and disruption for more than twelve months. The availability of Financial Leverage will depend on
a variety of factors, such as market conditions, the general availability of credit, the volume of trading activities, the overall availability
of credit to the closed-end management investment companies, the Fund's credit ratings and credit capacity, the Fund's asset class, as
well as the possibility that lenders could develop a negative perception of the Fund's long- or short-term financial prospects if the Fund

incurs large investment losses due to a market downturn. Similarly, the Fund's access to Financial Leverage may be impaired if
regulatory authorities or rating agencies take negative actions against the Fund. The Fund may not be able to successfully obtain
additional Financial Leverage on favorable terms, or at all. In the current economic environment, it has become more difficult for
borrowers, including the Fund, to find third parties willing to extend credit or purchase securities that would constitute Financial
Leverage. If the Fund is unable to increase Financial Leverage after the issuance of additional Common Shares pursuant to this
prospectus and applicable prospectus supplement, there could be an adverse impact on the return to common shareholders. With

respect to a borrowing program instituted by the Fund, the credit agreements governing such a program, including the Commitment
Facility, includes usual and customary covenants for this type of transaction, including, but not limited to, limits on the Fund's ability
to: (i) issue Preferred Shares; (ii) incur liens or pledge portfolio securities or investments; (iii) change its investment objective or

fundamental investment restrictions without the approval of lenders; (iv) make changes in any of its business objectives, purposes or
operations that could result in a material adverse effect; (v) make any changes in its capital structure; (vi) amend the Fund documents
in a manner which could adversely affect the rights, interests or obligations of any of the lenders; (vii) engage in any business other than
the business currently engaged in; (viii) create, incur, assume or permit to exist certain debt except for certain specific types of debt; and
(ix) permit any of its Employee Retirement Income Security Act ("ERISA") affiliates to cause or permit to occur an event that could
result in the imposition of a lien under the Internal Revenue Code or ERISA. In addition, the Commitment Facility does not permit the
Fund's asset coverage ratio (as defined in the Commitment Facility) to fall below 300% at any time. Under the requirements of the 1940
Act, the Fund must have asset coverage of at least 300% immediately after any borrowing, including borrowing under any borrowing
program the Fund implements. For this purpose, asset coverage means the ratio which the value of the total assets of the Fund, less
liabilities and indebtedness not represented by senior securities, bears to the aggregate amount of borrowings represented by senior
securities issued by the Fund. The Commitment Facility limits the Fund's ability to pay dividends or make other distributions on the
Fund's common shares unless the Fund complies with the 300% asset coverage test. In addition, the Commitment Facility does not

permit the Fund to declare dividends or other distributions or purchase or redeem common shares or Preferred Shares: (i) at any time
that any event of default under the Commitment Facility has occurred and is continuing; or (ii) if, after giving effect to such declaration,

the Fund would not meet the Commitment Facility's 300% asset coverage test set forth in the credit agreements governing the
Commitment Facility. To the extent necessary, the Fund intends to repay indebtedness to maintain the required asset coverage. Doing so
may require the Fund to liquidate portfolio securities at a time when it would not otherwise be desirable to do so. DERIVATIVES RISK
Strategic Transactions have risks, including the imperfect correlation between the value of such instruments and the underlying assets,

the possible default of the other party to the transaction or illiquidity of the derivative investments. Furthermore, the ability to
successfully use Strategic Transactions depends on the Sub-Adviser's ability to predict pertinent market movements, which cannot be
assured. Thus, the use of Strategic Transactions may result in losses greater than if they had not been used, may require the Fund to sell

or purchase portfolio securities at inopportune times or for prices other than current market values, may limit the amount of
appreciation the Fund can realize on an investment or may cause the Fund to hold a security that it might otherwise sell. Additionally,
amounts paid by the Fund as premiums and cash or other assets held in margin accounts with respect to Strategic Transactions are not

otherwise available to the Fund for investment purposes. -44- There are several risks associated with transactions in options on
securities. For example, there are significant differences between the securities and options markets that could result in an imperfect
correlation between these markets, causing a given transaction not to achieve its objectives. A decision as to whether, when and how to
use options involves the exercise of skill and judgment, and even a well-conceived transaction may be unsuccessful to some degree
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because of market behavior or unexpected events. As the writer of a covered call option, the Fund forgoes, during the option's life, the
opportunity to profit from increases in the market value of the security covering the call option above the sum of the premium and the
strike price of the call but has retained the risk of loss should the price of the underlying security decline. The writer of an option has no
control over the time when it may be required to fulfill its obligation as a writer of the option. Once an option writer has received an

exercise notice, it cannot effect a closing purchase transaction in order to terminate its obligation under the option and must deliver the
underlying security at the exercise price. There are several risks associated with the use of futures contracts and futures options. The
purchase or sale of a futures contract may result in losses in excess of the amount invested in the futures contract. While the Fund may
enter into futures contracts and options on futures contracts for hedging purposes, the use of futures contracts and options on futures
contracts might result in a poorer overall performance for the Fund than if it had not engaged in any such transactions. There may be
an imperfect correlation between the Fund's portfolio holdings and futures contracts or options on futures contracts entered into by the
Fund, which may prevent the Fund from achieving the intended hedge or expose the Fund to risk of loss. The degree of imperfection of
correlation depends on circumstances such as variations in market demand for futures, options on futures and their related securities,
including technical influences in futures and futures options trading, and differences between the securities markets and the securities
underlying the standard contracts available for trading. Further, the Fund's use of futures contracts and options on futures contracts to
reduce risk involves costs and will be subject to the Sub-Adviser's ability to predict correctly changes in interest rate relationships or

other factors. Depending on whether the Fund would be entitled to receive net payments from the counterparty on a swap or cap, which
in turn would depend on the general state of short-term interest rates at that point in time, a default by a counterparty could negatively
impact the performance of the common shares. In addition, at the time an interest rate or commodity swap or cap transaction reaches
its scheduled termination date, there is a risk that the Fund would not be able to obtain a replacement transaction or that the terms of

the replacement would not be as favorable as on the expiring transaction. If this occurs, it could have a negative impact on the
performance of the common shares. If the Fund fails to maintain any required asset coverage ratios in connection with any use by the
Fund of Financial Leverage, the Fund may be required to redeem or prepay some or all of the Financial Leverage. Such redemption or

prepayment would likely result in the Fund seeking to terminate early all or a portion of any swap or cap transactions. Early
termination of a swap could result in a termination payment by or to the Fund. Early termination of a cap could result in a termination
payment to the Fund. The Fund intends to maintain, in a segregated account, cash or liquid securities having a value at least equal to
the Fund's net payment obligations under any swap transaction, marked to market daily. The Fund will not enter into interest rate
swap or cap transactions having a notional amount that exceeds the outstanding amount of the Fund's leverage. The Fund may enter
into currency exchange transactions to hedge the Fund's exposure to foreign currency exchange rate risk to the extent the Fund invests
in non-U.S. dollar denominated securities of non-U.S. issuers. The Fund's currency transactions will be limited to portfolio hedging

involving portfolio positions. Portfolio hedging is the use of a forward contract with respect to a portfolio security position denominated
or quoted in a particular currency. A forward contract is an agreement to purchase or sell a specified currency at a specified future date

(or within a specified time period) and price set at the time of the contract. Forward contracts are usually entered into with banks,
foreign exchange dealers or broker-dealers, are not exchange-traded, and are usually for less than one year, but may be renewed. At the
maturity of a forward contract to deliver a particular currency, the Fund may either sell the portfolio security related to such contract
and make delivery of the currency, or it may retain the security and either acquire the currency on the spot market or terminate its
contractual obligation to deliver the currency by purchasing an offsetting contract with the same currency trader obligating it to
purchase on the same maturity date the same amount of the currency. -45- It is impossible to forecast with absolute precision the

market value of portfolio securities at the expiration of a forward contract. Accordingly, it may be necessary for the Fund to purchase
additional currency on the spot market (and bear the expense of such purchase) if the market value of the security is less than the

amount of currency that the Fund is obligated to deliver and if a decision is made to sell the security and make delivery of the currency.
Conversely, it may be necessary to sell on the spot market some of the currency received upon the sale of the portfolio security if its

market value exceeds the amount of currency the Fund is obligated to deliver. If the Fund retains the portfolio security and engages in
an offsetting transaction, the Fund will incur a gain or a loss to the extent that there has been movement in forward contract prices. If
the Fund engages in an offsetting transaction, it may subsequently enter into a new forward contract to sell the currency. Should

forward prices decline during the period between the Fund's entering into a forward contract for the sale of a currency and the date it
enters into an offsetting contract for the purchase of the currency, the Fund will realize a gain to the extent the price of the currency it
has agreed to sell exceeds the price of the currency it has agreed to purchase. Should forward prices increase, the Fund will suffer a loss
to the extent the price of the currency it has agreed to purchase exceeds the price of the currency it has agreed to sell. A default on the
contract would deprive the Fund of unrealized profits or force the Fund to cover its commitments for purchase or sale of currency, if
any, at the current market price. Hedging against a decline in the value of a currency does not eliminate fluctuations in the prices of
portfolio securities or prevent losses if the prices of such securities decline. Such transactions also preclude the opportunity for gain if
the value of the hedged currency should rise. Moreover, it may not be possible for the Fund to hedge against a devaluation that is so
generally anticipated that the Fund is not able to contract to sell the currency at a price above the devaluation level it anticipates. The
cost to the Fund of engaging in currency exchange transactions varies with such factors as the currency involved, the length of the

contract period, and prevailing market conditions. Since currency exchange transactions are usually conducted on a principal basis, no
fees or commissions are involved. The use of interest rate and commodity swaps and caps is a highly specialized activity that involves
investment techniques and risks different from those associated with ordinary portfolio security transactions. Depending on market
conditions in general, the Fund's use of swaps or caps could enhance or harm the overall performance of the common shares. For

example, the Fund may utilize interest rate swaps and caps in connection with the Fund's use of Financial Leverage. To the extent there
is a decline in interest rates, the value of the interest rate swap or cap could decline, and could result in a decline in the net asset value of
the common shares. In addition, if short-term interest rates are lower than the Fund's fixed rate of payment on the interest rate swap,
the swap will reduce common share net earnings. If, on the other hand, short-term interest rates are higher than the fixed rate of
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payment on the interest rate swap, the swap will enhance common share net earnings. Buying interest rate caps could enhance the
performance of the common shares by providing a maximum leverage expense. Buying interest rate caps could also decrease the net
earnings of the common shares in the event that the premium paid by the Fund to the counterparty exceeds the additional amount the
Fund would have been required to pay had it not entered into the cap agreement. The Fund has no current intention of selling an
interest rate swap but is expected to enter into an interest rate cap. Interest rate and commodity swaps and caps do not involve the
delivery of securities or other underlying assets or principal. Accordingly, the risk of loss with respect to interest rate and commodity
swaps is limited to the net amount of interest payments that the Fund is contractually obligated to make. If the counterparty defaults,
the Fund would not be able to use the anticipated net receipts under the swap or cap to offset any declines in the value of the Fund's

portfolio assets being hedged or the increase in the Fund's cost of Financial Leverage. Depending on whether the Fund would be entitled
to receive net payments from the counterparty on the swap or cap, which in turn would depend on the general state of the market rates
at that point in time, such a default could negatively impact the performance of the common shares. PORTFOLIO TURNOVER RISK
The Fund's annual portfolio turnover rate may vary greatly from year to year. Although the Fund cannot accurately predict its annual
portfolio turnover rate, it is not expected to exceed 30% under normal circumstances, but may be higher or lower in certain periods.
For the fiscal year ended November 30, 2008, portfolio turnover was approximately 38%. Portfolio turnover rate is not considered a
limiting factor in the execution of investment decisions for the Fund. High portfolio turnover may result in the Fund's recognition of

gains that will be taxable as ordinary income to the Fund. A high portfolio turnover may -46- increase the Fund's current and
accumulated earnings and profits, resulting in a greater portion of the Fund's distributions being treated as a dividend to the Fund's

common shareholders. In addition, a higher portfolio turnover rate results in correspondingly greater brokerage commissions and other
transactional expenses that are borne by the Fund. See "The Fund's Investments--Investment Practices - Portfolio Turnover" and "Tax

Matters." RESTRICTED SECURITIES The Fund invests, and may in the future invest, in unregistered or otherwise restricted
securities. The term "restricted securities" refers to securities that have not been registered under the 1933 Act or are held by control
persons of the issuer and securities that are subject to contractual restrictions on their resale. As a result, restricted securities may be
more difficult to value and the Fund may have difficulty disposing of such assets either in a timely manner or for a reasonable price.
Absent an exemption from registration, the Fund will be required to hold the securities until they are registered by the issuer. In order

to dispose of an unregistered security, the Fund, where it has contractual rights to do so, may have to cause such security to be
registered. A considerable period may elapse between the time the decision is made to sell the security and the time the security is

registered so that the Fund could sell it. Contractual restrictions on the resale of securities vary in length and scope and are generally
the result of a negotiation between the issuer and acquiror of the securities. The Fund would, in either case, bear market risks during
that period. LIQUIDITY RISK Although common units of MLPs, I-Shares of MLP-related entities and common stocks of certain
energy companies trade on the NYSE, NYSE Amex and The NASDAQ Stock Market, certain securities may trade less frequently,

particularly those with smaller capitalizations. Securities with limited trading volumes may display volatile or erratic price movements.
Larger purchases or sales of these securities by the Fund in a short period of time may result in abnormal movements in the market
price of these securities. This may affect the timing or size of Fund transactions and may limit the Fund's ability to make alternative
investments. If the Fund requires significant amounts of cash on short notice in excess of normal cash requirements or is required to
post or return collateral in connection with the Fund's investment portfolio, derivatives transactions or leverage restrictions, the Fund
may have difficulty selling these investments in a timely manner, be forced to sell them for less than the Fund otherwise would have
been able to realize, or both. The reported value of some of the Fund's relatively illiquid types of investments and, at times, the Fund's
high quality, generally liquid asset classes, may not necessarily reflect the lowest current market price for the asset. If the Fund was

forced to sell certain of its assets in the current market, there can be no assurance that the Fund will be able to sell them for the prices at
which the Fund has recorded them and the Fund may be forced to sell them at significantly lower prices. VALUATION RISK Market

prices may not be readily available for subordinated units, direct ownership of general partner interests, restricted securities or
unregistered securities of certain MLPs, MLP-related entities or private companies, and the value of such investments will ordinarily be
determined based on fair valuations determined pursuant to procedures adopted by the Board of Trustees. The value of these securities

typically requires more reliance on the judgment of the Sub-Adviser than that required for securities for which there is an active
trading market. In addition, the Fund will rely to some extent on information provided by the MLPs, which is usually not timely, to
estimate taxable income allocable to the MLP units held in the Fund's portfolio and to estimate associated deferred tax liability for
purposes of financial statement reporting and determining the Fund's net asset value. From time to time the Fund will modify its

estimates and/or assumptions regarding its deferred tax liability as new information becomes available. To the extent the Fund modifies
its estimates and/or assumptions, the net asset value of the Fund would likely fluctuate. See "Net Asset Value." -47- INTEREST RATE
RISK Interest rate risk is the risk that equity and debt securities will decline in value because of changes in market interest rates. The
Fund's investment in such securities means that the net asset value and market price of the common shares will tend to decline if market
interest rates rise. Interest rates are at or near historic lows, and as a result, they are likely to rise over time. Certain debt instruments,
particularly below investment grade securities, may contain call or redemption provisions which would allow the issuer thereof to

prepay principal prior to the debt instrument's stated maturity. This is known as prepayment risk. Prepayment risk is greater during a
falling interest rate environment as issuers can reduce their cost of capital by refinancing higher yielding debt instruments with lower
yielding debt instruments. An issuer may also elect to refinance their debt instruments with lower yielding debt instruments if the credit
standing of the issuer improves. To the extent the Fund's debt securities are called or redeemed, the Fund may be forced to reinvest in
lower yielding securities. BELOW INVESTMENT GRADE SECURITIES RISK Below investment grade securities are rated "Ba1" or
lower by Moody's, "BB+" or lower by S&P, or comparably rated by another NRSRO or, if unrated, determined to be of comparable

quality by the Sub-Adviser. As of February 28, 2009, the Fund did not invest in any below investment grade securities. Below
investment grade securities, also sometimes referred to as "junk bonds," generally pay a premium above the yields of U.S. government
securities or debt securities of investment grade issuers because they are subject to greater risks than these securities. These risks, which
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reflect their speculative character, include the following: o greater yield and price volatility; o greater credit risk and risk of default; o
potentially greater sensitivity to general economic or industry conditions; o potential lack of attractive resale opportunities (illiquidity);
and o additional expenses to seek recovery from issuers who default. In addition, the prices of these below investment grade securities
are more sensitive to negative developments, such as a decline in the issuer's revenues, downturns in profitability in the energy industry
or a general economic downturn, than are the prices of higher grade securities. Below investment grade securities tend to be less liquid
than investment grade securities and the market for below investment grade securities could contract further under adverse market or
economic conditions. In such a scenario, it may be more difficult for the Fund to sell these securities in a timely manner or for as high a
price as could be realized if such securities were more widely traded. The market value of below investment grade securities may be
more volatile than the market value of investment grade securities and generally tends to reflect the market's perception of the
creditworthiness of the issuer and short-term market developments to a greater extent than investment grade securities, which

primarily reflect fluctuations in general levels of interest rates. In the event of a default by a below investment grade security held in the
Fund's portfolio in the payment of principal or interest, the Fund may incur additional expense to the extent it is required to seek

recovery of such principal or interest. Ratings are relative and subjective and not absolute standards of quality. Securities ratings are
based largely on an issuer's historical financial condition and the rating agencies' analyses at the time of rating. Consequently, the
rating assigned to any particular security or instrument is not necessarily a reflection of an issuer's current financial condition.

Subsequent to its purchase by the Fund, the security or instrument may cease to be rated or its rating may be reduced. In addition, it is
possible that NRSROs might not change their ratings of a particular security or instrument to reflect subsequent events on a timely
basis. Moreover, such ratings do not assess the risk of a decline in market value. None of these events will require the sale of such
securities or instruments by the Fund, although the Sub-Adviser will consider these events in determining whether the Fund should
continue to hold the securities. The market for below investment grade and comparable unrated securities has experienced periods of
significantly adverse price and liquidity several times, particularly at or around times of economic recession. Past market recessions
have adversely affected the value of such securities as well as the ability of -48- certain issuers of such securities to repay principal and
pay interest thereon or to refinance such securities. The market for these securities may react in a similar fashion in the future. For a

further description of below investment grade securities and the risks associated therewith, see "Other Investment Policies and
Techniques" in the SAI. For a description of the ratings categories of certain NRSROs, see Appendix A to the SAI.

NON-DIVERSIFICATION The Fund is a non-diversified, closed-end management investment company under the 1940 Act and will not
be treated as a regulated investment company under the Internal Revenue Code. Accordingly, there are no regulatory requirements
under the 1940 Act or the Internal Revenue Code on the minimum number or size of securities held by the Fund. As of February 28,

2009, there were approximately seventy-three (73) publicly traded MLPs, approximately 80% of which operate energy assets. The Fund
intends to select its MLP investments from this small pool of issuers. The Fund may invest in securities of MLP-related entities and

non-MLP securities issued by energy companies, consistent with its investment objective and policies. As of February 28, 2009, the Fund
held investments in thirty-two (32) MLP issuers. MARKET DISRUPTION RISK The terrorist attacks in the United States on

September 11, 2001 had a disruptive effect on the securities markets. U.S. military and related action in Iraq is ongoing and events in
the Middle East could have significant adverse effects on the U.S. economy and the stock market. The Fund cannot predict the effects of
similar events in the future on the U.S. economy. ANTI-TAKEOVER PROVISIONS The Fund's Declaration includes provisions that

could limit the ability of other entities or persons to acquire control of the Fund or convert the Fund to open-end status. These
provisions could have the effect of depriving the common shareholders of opportunities to sell their common shares at a premium over

the then current market price of the common shares. See "Certain Provisions in the Declaration of Trust and By-Laws."
COMPETITION RISK There exist other alternatives to the Fund as a vehicle for investment in a portfolio of MLPs, including other

publicly traded investment companies and private funds. In addition, recent tax law changes or future tax law changes may increase the
ability of regulated investment companies or other institutions to invest in MLPs. Because of the limited number of MLP issuers, these
competitive conditions may adversely impact the Fund's ability to make investments in the MLP market and could adversely impact the
Fund's distributions to common shareholders. POTENTIAL TAX CHANGES In addition to the specific tax risks and matters discussed

elsewhere in this prospectus, the President of the United States has indicated a desire to make significant changes to the Internal
Revenue Code. The Fund has no way of knowing whether such changes of the Internal Revenue Code might occur or, if enacted, what
effect such changes might have on the Fund's common shareholders or the MLPs and MLP-related entities in which the Fund invests.
MARKET DISCOUNT FROM NET ASSET VALUE The Fund's common shares have been publicly traded since June 24, 2004 and
have traded both at a premium and at a discount relative to net asset value. There is no assurance that any premium of the public

offering price for the Common Shares in any offering made hereby will continue after such offering or that the common shares will not
again trade at a discount. Shares of closed-end investment companies frequently trade at a discount from their net asset value. This
characteristic is a risk separate and distinct from the risk that the Fund's net asset value could decrease as a result of its investment

activities and may be greater for investors expecting to sell their Common Shares in a -49- relatively short period following completion
of this offering. Although the value of the Fund's net assets is generally considered by market participants in determining whether to
purchase or sell shares, whether investors will realize gains or losses upon the sale of the common shares will depend entirely upon
whether the market price of the common shares at the time of sale is above or below the investor's purchase price for the common

shares. Because the market price of the common shares will be affected by factors such as net asset value, dividend or distribution levels
(which are dependent, in part, on expenses), supply of and demand for the common shares, stability of dividends or distributions,

trading volume of the common shares, general market and economic conditions, and other factors beyond the control of the Fund, the
Fund cannot predict whether the Common Shares will trade at, below or above net asset value or at, below or above the price at which
shares may be offered in any offering pursuant to this prospectus. INFLATION RISK Inflation risk is the risk that the value of assets or
income from investment will be worth less in the future as inflation decreases the value of money. As inflation increases, the real value of
the common shares and distributions can decline. CERTAIN AFFILIATIONS Certain broker-dealers may be considered to be affiliated
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persons of the Fund, First Trust Advisors or Energy Income Partners. Absent an exemption from the SEC or other regulatory relief, the
Fund is generally precluded from effecting certain principal transactions with affiliated brokers, and its ability to utilize affiliated
brokers for agency transactions, is subject to restrictions. This could limit the Fund's ability to engage in securities transactions and
take advantage of market opportunities. In addition, until the underwriting syndicate is broken in connection with any public offering
of the Common Shares offered by this prospectus, the Fund will be precluded from effecting principal transactions with brokers who
are members of the syndicate. MANAGEMENT OF THE FUND TRUSTEES AND OFFICERS The Board of Trustees is responsible
for the general supervision of the duties performed by the Adviser and the Sub-Adviser. The names and business addresses of the
trustees and officers of the Fund and their principal occupations and other affiliations during the past five years are set forth under
"Management of the Fund" in the SAI. INVESTMENT ADVISER First Trust Advisors, 120 East Liberty Drive, Suite 400, Wheaton,
Illinois 60187, is the investment adviser to the Fund and is responsible for supervising the Sub-Adviser. First Trust Advisors serves as
investment adviser or portfolio supervisor to investment portfolios with approximately $15.47 billion in assets which it managed or
supervised as of February 28, 2009. First Trust Advisors is also responsible for the ongoing monitoring of the Fund's investment

portfolio, managing the Fund's business affairs and providing certain clerical, bookkeeping and other administrative services. First
Trust Advisors is an Illinois limited partnership formed in 1991 and an investment adviser registered with the SEC under the

Investment Advisers Act of 1940, as amended. First Trust Advisors is a limited partnership with one limited partner, Grace Partners of
DuPage L.P. ("Grace Partners"), and one general partner, The Charger Corporation. Grace Partners is a limited partnership with one
general partner, The Charger Corporation, and a number of limited partners. Grace Partners' and The Charger Corporation's primary
business is investment advisory and broker/dealer services through their interests. The Charger Corporation is an Illinois corporation

controlled by the Robert Donald Van Kampen family. First Trust Advisors is controlled by Grace Partners and The Charger
Corporation. -50- For additional information concerning First Trust Advisors, including a description of the services provided, see the
SAI under "Investment Adviser." SUB-ADVISER Energy Income Partners serves as the Fund's Sub-Adviser. In this capacity, Energy
Income Partners is responsible for the selection and on-going monitoring of the securities in the Fund's investment portfolio. Energy
Income Partners, located at 49 Riverside Avenue, Westport, Connecticut 06880, is a registered investment adviser and serves as

investment adviser to investment portfolios with approximately $260 million of assets as of February 28, 2009. Energy Income Partners
is a Delaware limited liability company and an SEC-registered investment adviser, founded in October 2003 by James J. Murchie to
provide professional asset management services in the area of energy related MLPs and other high payout securities in the energy
sector. In addition to serving as sub-adviser to the Fund, Energy Income Partners serves as the investment manager to three

unregistered investment companies and one private registered investment company for high net worth individuals and institutions.
Energy Income Partners mainly focuses on portfolio companies that operate infrastructure assets such as pipelines, storage and

terminals that receive fee-based or regulated income from their customers. James J. Murchie is the Founder, Chief Executive Officer,
co-portfolio manager and a Principal of Energy Income Partners. After founding Energy Income Partners in October 2003, Mr.

Murchie and the Energy Income Partners investment team joined Pequot Capital Management Inc. ("Pequot Capital") in December
2004. In August 2006, Mr. Murchie and the Energy Income Partners investment team left Pequot Capital and re-established Energy
Income Partners. Prior to founding Energy Income Partners, Mr. Murchie was a Portfolio Manager at Lawhill Capital Partners, LLC
("Lawhill Capital"), a long/short equity hedge fund investing in commodities and equities in the energy and basic industry sectors.
Before Lawhill Capital, Mr. Murchie was a Managing Director at Tiger Management, LLC, where his primary responsibility was

managing a portfolio of investments in commodities and related equities. Mr. Murchie was also a Principal at Sanford C. Bernstein. He
began his career at British Petroleum, PLC. Mr. Murchie holds a BA from Rice University and an MA from Harvard University. Eva
Pao is a Principal of Energy Income Partners and is co-portfolio manager for all its funds. She has been with EIP since inception in
2003. From 2005 to mid-2006, Ms. Pao joined Pequot Capital Management during EIP's affiliation with Pequot. Prior to Harvard
Business School, Ms. Pao was a Manager at Enron Corp where she managed a portfolio in Canadian oil and gas equities for Enron's
internal hedge fund that specialized in energy-related equities and managed a natural gas trading book. Ms. Pao holds degrees from

Rice University and Harvard Business School. Linda Longville is the Research Director and a Principal of Energy Income Partners. Ms.
Longville has been with Energy Income Partners since its inception in 2003, including the time the Energy Income Partners investment
team spent at Pequot Capital between December 2004 and July 2006. From April 2001 through September 2003, she was a research
analyst for Lawhill Capital. Prior to Lawhill Capital, Ms. Longville held positions in finance and business development at British
Petroleum, PLC and Advanced Satellite Communications, Inc. She has a BAS from Miami University (Ohio) and an MA from Case

Western Reserve University. Saul Ballesteros is the Head of Trading and a Principal of Energy Income Partners. Mr. Ballesteros joined
Energy Income Partners in 2006 after six years as a proprietary trader at FPL Group and Mirant Corp. From 1994 through 1999, he
was with Enron's internal hedge fund in various positions of increased responsibility, and, from 1991 through 1994, Mr. Ballesteros was
a manager of financial planning at IBM. Mr. Ballesteros holds a BS from Duke University and an MBA from Northwestern University.

For additional information concerning Energy Income Partners, including a description of the services provided and additional
information about the Fund's portfolio managers, including the portfolio managers' compensation, other accounts managed by the

portfolio managers and the portfolio managers' ownership of Fund shares, see "Sub-Adviser" in the SAI. INVESTMENT
MANAGEMENT AGREEMENT Pursuant to an investment management agreement (the "Investment Management Agreement")

between First Trust Advisors and the Fund, the Fund has agreed to pay for the services and facilities provided by First Trust Advisors
an annual management fee, payable on a monthly basis, equal to 1.00% of the Fund's Managed Assets. -51- For purposes of calculation
of the management fee, the Fund's "Managed Assets" means the average daily gross asset value of the Fund (which includes assets

attributable to the Fund's Preferred Shares, if any, and the principal amount of Borrowings), minus the sum of the Fund's accrued and
unpaid dividends on any outstanding Preferred Shares and accrued liabilities (other than the principal amount of any Borrowings
incurred and the liquidation preference of any outstanding Preferred Shares). In addition to the management fee of First Trust

Advisors, the Fund pays all other costs and expenses of its operations, including compensation of its trustees (other than those affiliated
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with First Trust Advisors), custodian, transfer agency, administrative, accounting and dividend disbursing expenses, legal fees, leverage
expenses, expenses of independent auditors, expenses of repurchasing shares, expenses of preparing, printing and distributing

shareholder reports, notices, proxy statements and reports to governmental agencies, and taxes, if any. The Sub-Adviser receives a
portfolio management fee equal to 0.50% of the Fund's Managed Assets. The Sub-Adviser's fee is paid by the Adviser out of the

Adviser's management fee. Because the fee paid to the Adviser (and by the Adviser to the Sub-Adviser) will be calculated on the basis of
the Fund's Managed Assets, which include the proceeds of leverage, the dollar amount of the Adviser's fees from the Fund (and

Sub-Adviser's fees from the Adviser) will be higher (and the Adviser and Sub-Adviser will be benefited to that extent) when leverage is
utilized. In this regard, if the Fund uses leverage in the amount equal to 29% of the Fund's Managed Assets (after their issuance), the
Fund's management fee would be 1.42% of net assets attributable to common shares. See "Summary of Fund Expenses." NET ASSET
VALUE The Fund determines the net asset value of its common shares daily as of the close of regular session trading on the NYSE
(normally 4:00 p.m. eastern time). Net asset value is computed by dividing the value of all assets of the Fund (including option
premiums, accrued interest and dividends), less all Fund liabilities (including accrued expenses, dividends payable, current and
deferred income taxes, any borrowings of the Fund and the market value of written call options) and the liquidation value of any

outstanding Preferred Shares, by the total number of shares outstanding. The Fund will rely to some extent on information provided by
the MLPs, which is usually not timely, to estimate taxable income allocable to the MLP units held in the Fund's portfolio and to estimate
the associated deferred tax liability. From time to time the Fund will modify its estimates and/or assumptions regarding its deferred tax
liability as new information becomes available. To the extent the Fund modifies its estimates and/ or assumptions, the net asset value of
the Fund would likely fluctuate. For purposes of determining the net asset value of the Fund, readily marketable portfolio securities

listed on any exchange other than The Nasdaq Stock Market are valued, except as indicated below, at the last sale price on the business
day as of which such value is being determined. If there has been no sale on such day, the securities are valued at the mean of the most
recent bid and asked prices on such day. Securities admitted to trade on The Nasdaq Stock Market are valued at the NASDAQ Official
Closing Price as determined by NASDAQ. Portfolio securities traded on more than one securities exchange are valued at the last sale
price on the business day as of which such value is being determined at the close of the exchange representing the principal market for
such securities. Equity securities traded in the over-the-counter market, but excluding securities admitted to trading on The Nasdaq

Stock Market, are valued at the closing bid prices. Fixed income securities with a remaining maturity of 60 days or more will be valued
by the Fund using a pricing service. When price quotes are not available, fair market value is based on prices of comparable securities.
Fixed income securities maturing within 60 days are valued by the Fund on an amortized cost basis. The value of any portfolio security
held by the Fund for which reliable market quotations are not readily available, including illiquid securities, or if a valuation is deemed
inappropriate, will be determined under procedures adopted by the Board of Trustees in a manner that reflects fair market value of the

security on the valuation date. Any derivative transaction that the Fund enters into may, depending on the applicable market
environment, have a positive or negative value for purposes of calculating net asset value. Any option transaction that the Fund enters
into may, depending on the applicable market environment, have no value or a positive value. Exchange traded options and futures
contracts are valued at the closing price in the market where such contracts are principally traded. -52- DISTRIBUTIONS The Fund
intends to make quarterly distributions to common shareholders. Fund distributions will generally consist of (i) cash or paid-in-kind
distributions from MLPs or their affiliates, interest payments received on debt securities owned by the Fund and dividend or other

payments on equity securities owned by the Fund, less (ii) current or accrued operating expenses of the Fund, including taxes on Fund
taxable income and leverage costs. The Fund anticipates that, due to the tax treatment under current law of cash distributions made by
MLPs in which the Fund will invest, a portion of distributions the Fund makes to common shareholders may consist of a tax-deferred
return of capital. Distributions to Common Shareholders are recorded on the ex-date and are determined based on U.S. generally

accepted accounting principles, which may differ from their ultimate characterization for federal income tax purposes. Distributions
made from current and accumulated earnings and profits of the Fund will be taxable to shareholders as dividend income. Distributions
that are in an amount greater than the Fund's current and accumulated earnings and profits will represent a tax-deferred return of
capital to the extent of a shareholder's basis in the Common Shares, and such distributions will correspondingly increase the realized
gain upon the sale of the Common Shares. Additionally, distributions not paid from current and accumulated earnings and profits that
exceed a shareholder's tax basis in the Common Shares will be taxed as a capital gain. All realized capital gains, if any, net of applicable

taxes, will be retained by the Fund. Unless you elect to receive cash distributions, your distributions of net investment income will
automatically be reinvested into additional common shares pursuant to the Fund's Dividend Reinvestment Plan. Distributions by the
Fund, whether paid in cash or in additional common shares, will be taken into account in measuring the performance of the Fund with
respect to its investment objective. DIVIDEND REINVESTMENT PLAN If your common shares are registered directly with the Fund
or if you hold your common shares with a brokerage firm that participates in the Fund's Dividend Reinvestment Plan, unless you elect
to receive cash distributions, all dividends and distributions on your common shares will be automatically reinvested by the Plan Agent,
PNC Global Investment Servicing (U.S.) Inc., in additional common shares under the Dividend Reinvestment Plan (the "Plan"). If you

elect to receive cash distributions, you will receive all distributions in cash paid by check mailed directly to you by PNC Global
Investment Servicing (U.S.) Inc., as dividend paying agent. You are automatically enrolled in the Plan when you become a shareholder

of the Fund. As a participant in the Plan, the number of common shares you will receive will be determined as follows: (1) If the
common shares are trading at or above net asset value at the time of valuation, the Fund will issue new shares at a price equal to the
greater of (i) net asset value per common share on that date or (ii) 95% of the market price on that date. (2) If common shares are

trading below net asset value at the time of valuation, the Plan Agent will receive the dividend or distribution in cash and will purchase
common shares in the open market, on the NYSE Amex or elsewhere, for the participants' accounts. It is possible that the market price
for the common shares may increase before the Plan Agent has completed its purchases. Therefore, the average purchase price per

share paid by the Plan Agent may exceed the market price at the time of valuation, resulting in the purchase of fewer shares than if the
dividend or distribution had been paid in common shares issued by the Fund. The Plan Agent will use all dividends and distributions
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received in cash to purchase common shares in the open market within 30 days of the valuation date except where temporary
curtailment or suspension of purchases is necessary to comply with federal securities laws. Interest will not be paid on any uninvested
cash payments. You may elect to opt-out of or withdraw from the Plan at any time by giving written notice to the Plan Agent, or by
telephone at (800) 331-1710, in accordance with such reasonable requirements as the Plan Agent and Fund may agree upon. If you
withdraw or the Plan is terminated, you will receive a certificate for each whole share in your account under the Plan and you will
receive a cash payment for any fraction of a share in your account. If you wish, the Plan Agent will sell your shares and send you the

proceeds, minus brokerage commissions. The Plan Agent maintains all shareholders' accounts in the Plan and gives written
confirmation of all transactions in the accounts, including information you may need for tax records. Common shares in your account
will be held by the -53- Plan Agent in non-certificated form. The Plan Agent will forward to each participant any proxy solicitation
material and will vote any shares so held only in accordance with proxies returned to the Fund. Any proxy you receive will include all
common shares you have received under the Plan. There is no brokerage charge for reinvestment of your dividends or distributions in
common shares. However, all participants will pay a pro rata share of brokerage commissions incurred by the Plan Agent when it

makes open market purchases. Automatically reinvesting dividends and distributions does not mean that you do not have to pay income
taxes due upon receiving dividends and distributions. See "Tax Matters." If you hold your common shares with a brokerage firm that
does not participate in the Plan, you will not be able to participate in the Plan and any dividend reinvestment may be effected on

different terms than those described above. Consult your financial advisor for more information. The Fund reserves the right to amend
or terminate the Plan if in the judgment of the Board of Trustees the change is warranted. There is no direct service charge to

participants in the Plan; however, the Fund reserves the right to amend the Plan to include a service charge payable by the participants.
Additional information about the Plan may be obtained from PNC Global Investment Servicing (U.S.) Inc., 301 Bellevue Parkway,

Wilmington, Delaware 19809. PLAN OF DISTRIBUTION The Fund may sell the Common Shares being offered under this prospectus
in any one or more of the following ways: o directly to purchasers; o through agents; o to or through underwriters; or o through

dealers. The Fund may distribute the Common Shares from time to time in one or more transactions at: o a fixed price or prices, which
may be changed; o market prices prevailing at the time of sale; o prices related to prevailing market prices; or o negotiated prices. The
Fund may directly solicit offers to purchase Common Shares, or the Fund may designate agents to solicit such offers. The Fund will, in a
prospectus supplement relating to such offering, name any agent that could be viewed as an underwriter under the Securities Act of
1933 and describe any commissions the Fund must pay. Any such agent will be acting on a best efforts basis for the period of its

appointment or, if indicated in the applicable prospectus supplement or other offering materials, on a firm commitment basis. Agents,
dealers and underwriters may be customers of, engage in transactions with, or perform services for the Fund in the ordinary course of
business. If any underwriters or agents are utilized in the sale of Common Shares in respect of which this prospectus is delivered, the
Fund will enter into an underwriting agreement or other agreement with them at the time of sale to them, and the Fund will set forth in
the prospectus supplement relating to such offering their names and the terms of the Fund's agreement with them. If a dealer is utilized
in the sale of Common Shares in respect of which this prospectus is delivered, the Fund will sell such Common Shares to the dealer, as
principal. The dealer may then resell such Common Shares to the public at varying prices to be determined by such dealer at the time of

resale. The Fund may engage in at-the-market offerings to or through a market maker or into an existing trading market, on an
exchange or otherwise, in accordance with Rule 415(a)(4). An at-the-market offering may be through an underwriter or underwriters
acting as principal or agent for the Fund. Agents, underwriters and dealers may be entitled under agreements which they may enter

into with the Fund to indemnification by the Fund against certain civil liabilities, including liabilities under the Securities Act, and may
be customers of, engage in transactions with or perform services for the Fund in the ordinary course of business. -54- In order to

facilitate the offering of the Common Shares, any underwriters may engage in transactions that stabilize, maintain or otherwise affect
the price of the Common Shares or any other Common Shares the prices of which may be used to determine payments on the Common
Shares. Specifically, any underwriters may over-allot in connection with the offering, creating a short position for their own accounts. In

addition, to cover over-allotments or to stabilize the price of the Common Shares or of any such other Common Shares, the
underwriters may bid for, and purchase, the Common Shares or any such other Common Shares in the open market. Finally, in any
offering of the Common Shares through a syndicate of underwriters, the underwriting syndicate may reclaim selling concessions
allowed to an underwriter or a dealer for distributing the Common Shares in the offering if the syndicate repurchases previously

distributed Common Shares in transactions to cover syndicate short positions, in stabilization transactions or otherwise. Any of these
activities may stabilize or maintain the market price of the Common Shares above independent market levels. Any such underwriters
are not required to engage in these activities and may end any of these activities at any time. The Fund may enter into derivative
transactions with third parties, or sell Common Shares not covered by this prospectus to third parties in privately negotiated

transactions. If the applicable prospectus supplement indicates, in connection with those derivatives, the third parties may sell Common
Shares covered by this prospectus and the applicable prospectus supplement or other offering materials, including in short sale

transactions. If so, the third parties may use Common Shares pledged by the Fund or borrowed from the Fund or others to settle those
sales or to close out any related open borrowings of stock, and may use Common Shares received from the Fund in settlement of those
derivatives to close out any related open borrowings of stock. The third parties in such sale transactions will be underwriters and, if not
identified in this prospectus, will be identified in the applicable prospectus supplement or other offering materials (or a post-effective
amendment). The Fund or one of the Fund's affiliates may loan or pledge Common Shares to a financial institution or other third party
that in turn may sell the Common Shares using this prospectus. Such financial institution or third party may transfer its short position
to investors in our Common Shares or in connection with a simultaneous offering of other Common Shares offered by this prospectus or
otherwise. The maximum commission or discount to be received by any member of the Financial Industry Regulatory Authority will not
be greater than eight percent of the initial gross proceeds from the sale of any security being sold. Any underwriter, agent or dealer
utilized in the initial offering of Common Shares will not confirm sales to accounts over which it exercises discretionary authority
without the prior specific written approval of its customer. DESCRIPTION OF SHARES COMMON SHARES The Declaration of
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Trust authorizes the issuance of an unlimited number of common shares. The Common Shares being offered in this offering have a par
value of $0.01 per share and, subject to the rights of holders of Preferred Shares, if any, have equal rights to the payment of dividends
and the distribution of assets upon liquidation. As of February 28, 2009, the Fund had 6,481,182 common shares outstanding. The
Common Shares being offered by this prospectus will, when issued, be fully paid and, subject to matters discussed in "Certain

Provisions in the Declaration of Trust and By-Laws," non-assessable, and currently have no preemptive or conversion rights (except as
may otherwise be determined by the Trustees in their sole discretion) or rights to cumulative voting. The Fund's currently outstanding
common shares are, and the Common Shares offered in this prospectus will be, subject to notice of issuance, listed on the NYSE Amex
(formerly the American Stock Exchange) under the trading or "ticker" symbol "FEN." Section 23(b) of the 1940 Act, in relevant part,
provides that a registered closed-end fund may not sell any of its common stock at a price below the current net asset value of such

stock, exclusive of any distribution commission or discount, except with the consent of a majority of its common stockholders, or under
certain other circumstances. At a special meeting of shareholders of the Fund held on January 8, 2008, the Fund obtained authority
from its shareholders to issue and sell common shares at a net price less than its then-current net asset value per share, subject to the
following conditions: o The per share offering price, before the deduction of underwriting fees, commissions and offering expenses, will
not be -55- less than the net asset value per share of the Fund's common shares, as determined at any time within two business days

prior to the pricing of the common shares to be sold in the offering. o Immediately following each offering of such common shares, after
deducting underwriting fees, commissions and offering expenses, the net asset value per share of the Fund's common shares, as

determined at any time within two business days prior to the pricing of the common shares to be sold, would not have been diluted by
greater than a total of 1% of the net asset value per share of all of the Fund's outstanding common shares. The Fund will not be subject
to a maximum number of common shares that can be sold or a defined minimum sales price per share in any offering so long as for each
offering the number of common shares offered and the price at which such common shares are sold together would not result in dilution

of the net asset value per share of the Fund's common shares in excess of the 1% limitation described above. o A majority of the
Independent Trustees makes a determination, based on information and a recommendation from the Adviser, that they reasonably
expect that the investments to be made with the net proceeds of such issuance will lead to a long-term increase in the Fund's net asset
value or a long-term increase in the level of the Fund's distributions to shareholders. In connection with any sale of Common Shares
below net asset value as described above, the Adviser and Sub-Adviser have committed to waive a portion of their investment advisory
fees and sub-advisory fees following any such offering of Common Shares in the following manner: o the Adviser and Sub-Adviser will
waive all investment advisory fees and sub-advisory fees with respect to the Fund's assets attributable to such newly issued Common
Shares (including any assets attributable to associated financial leverage) for the first three-month period following any offering of

Common Shares; and o the Adviser and Sub-Adviser will waive 50% of investment advisory fees and sub-advisory fees with respect to
the Fund's assets attributable to such newly issued Common Shares (including such assets attributable to associated financial leverage)
for the second three-month period following such offering of Common Shares. See "Management of the Fund - Investment Management
Agreement" for a description of the investment advisory and sub-advisory fees payable to the Adviser and the Sub-Adviser. The Fund
will not issue and sell Common Shares at a price less than its then-current net asset value per share in accordance with the above

conditions unless set forth in an amendment to the registration statement relating to this prospectus. Unlike open-end funds, closed-end
funds like the Fund do not continuously offer shares and do not provide daily redemptions. Rather, if a shareholder determines to buy
additional common shares or sell shares already held, the shareholder may conveniently do so by trading on the exchange through a
broker or otherwise. Shares of closed-end investment companies may frequently trade on an exchange at prices lower than net asset
value. Shares of closed-end investment companies like the Fund have during some periods traded at prices higher than net asset value
and during other periods have traded at prices lower than net asset value. Because the market value of the common shares may be
influenced by such factors as dividend levels (which are in turn affected by expenses), dividend stability, portfolio credit quality, net
asset value, relative demand for and supply of such shares in the market, general market and economic conditions, and other factors
beyond the control of the Fund, the Fund cannot assure you that the common shares will trade at a price equal to or higher than net

asset value in the future. The common shares are designed primarily for long-term investors, and investors in the common shares should
not view the Fund as a vehicle for trading purposes. See "Structure of the Fund; Common Share Repurchases and Change in Fund
Structure." PREFERRED SHARES The Declaration of Trust provides that the Fund's Board of Trustees may authorize and issue
Preferred Shares with rights as determined by the Board of Trustees, by action of the Board of Trustees without the approval of the

holders of the common shareholders. Holders of common shares have no preemptive right to purchase any Preferred Shares that might
be issued. -56- The Fund may elect to issue Preferred Shares as part of its leverage strategy. The Board of Trustees also reserves the

right to issue Preferred Shares to the extent permitted by the 1940 Act, which currently limits the aggregate liquidation preference of all
outstanding Preferred Shares to 50% of the value of the Fund's Managed Assets less liabilities and indebtedness of the Fund. The Fund
cannot assure you, however, that any Preferred Shares will be issued. Although the terms of any Preferred Shares, including dividend
rate, liquidation preference and redemption provisions, will be determined by the Board of Trustees, subject to applicable law and the
Declaration of Trust, it is likely that the Preferred Shares will be structured to carry a relatively short-term dividend rate reflecting
interest rates on short-term bonds, by providing for the periodic redetermination of the dividend rate at relatively short intervals

through an auction, remarketing or other procedure. The Fund also believes that it is likely that the liquidation preference, voting rights
and redemption provisions of the Preferred Shares will be similar to those stated below. Liquidation Preference. In the event of any

voluntary or involuntary liquidation, dissolution or winding up of the Fund, the holders of Preferred Shares will be entitled to receive a
preferential liquidating distribution, which is expected to equal the original purchase price per Preferred Share plus accrued and

unpaid dividends, whether or not declared, before any distribution of assets is made to holders of common shares. After payment of the
full amount of the liquidating distribution to which they are entitled, the holders of Preferred Shares will not be entitled to any further
participation in any distribution of assets by the Fund. Voting Rights. The 1940 Act requires that the holders of any Preferred Shares,
voting separately as a single class, have the right to elect at least two trustees at all times. The remaining trustees will be elected by
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holders of common shares and Preferred Shares, voting together as a single class. In addition, subject to the prior rights, if any, of the
holders of any other class of senior securities outstanding, the holders of any Preferred Shares have the right to elect a majority of the
trustees of the Fund at any time two years' dividends on any Preferred Shares are unpaid. The 1940 Act also requires that, in addition

to any approval by shareholders that might otherwise be required, the approval of the holders of a majority of any outstanding
Preferred Shares, voting separately as a class, would be required to (1) adopt any plan of reorganization that would adversely affect the
Preferred Shares, and (2) take any action requiring a vote of security holders under Section 13(a) of the 1940 Act, including, among
other things, changes in the Fund's subclassification as a closed-end investment company or changes in its fundamental investment

restrictions. See "Certain Provisions in the Declaration of Trust and By-Laws." As a result of these voting rights, the Fund's ability to
take any such actions may be impeded to the extent that there are any Preferred Shares outstanding. The Board of Trustees presently
intends that, except as otherwise indicated in this prospectus and except as otherwise required by applicable law, holders of Preferred
Shares will have equal voting rights with holders of common shares (one vote per share, unless otherwise required by the 1940 Act) and
will vote together with holders of common shares as a single class. The affirmative vote of the holders of a majority of the outstanding
Preferred Shares, voting as a separate class, will be required to amend, alter or repeal any of the preferences, rights or powers of

holders of Preferred Shares so as to affect materially and adversely such preferences, rights or powers, or to increase or decrease the
authorized number of Preferred Shares. The class vote of holders of Preferred Shares described above will in each case be in addition to
any other vote required to authorize the action in question. Redemption, Purchase and Sale of Preferred Shares by the Fund. The terms
of any Preferred Shares issued are expected to provide that (1) they are redeemable by the Fund in whole or in part at the original

purchase price per share plus accrued dividends per share, (2) the Fund may tender for or purchase Preferred Shares and (3) the Fund
may subsequently resell any shares so tendered for or purchased. Any redemption or purchase of Preferred Shares by the Fund will
reduce the leverage applicable to the common shares, while any resale of shares by the Fund will increase that leverage. The discussion
above describes the possible offering of Preferred Shares by the Fund. If the Board of Trustees determines to proceed with such an

offering, the terms of the Preferred Shares may be the same as, or different from, the terms described above, subject to applicable law
and the Fund's Declaration of Trust. The Board of Trustees, without the approval of the holders of common shares, may authorize an
offering of Preferred Shares or may determine not to authorize such an offering, and may fix the terms of the Preferred Shares to be
offered. DESCRIPTION OF BORROWINGS The Fund's Declaration of Trust authorizes the Fund, without prior approval of the

common shareholders, to borrow money. In this connection, the Fund may issue notes or other evidence of indebtedness (including bank
borrowings or commercial paper) and may secure any such borrowings by mortgaging, pledging or -57- otherwise subjecting as security
the Fund's assets. In connection with such borrowing, the Fund may be required to maintain minimum average balances with the lender
or to pay a commitment or other fee to maintain a line of credit. Any such requirements will increase the cost of borrowing over the
stated interest rate. Under the requirements of the 1940 Act, the Fund, immediately after any such borrowings, must have an "asset
coverage" of at least 300% (33-1/3% of Managed Assets after borrowings). With respect to such borrowing, asset coverage means the
ratio which the value of the Managed Assets of the Fund, less all liabilities and indebtedness not represented by senior securities (as
defined in the 1940 Act), bears to the aggregate amount of such borrowing represented by senior securities issued by the Fund. The
rights of lenders to the Fund to receive interest on and repayment of principal of any such borrowings will be senior to those of the
common shareholders, and the terms of any such borrowings may contain provisions which limit certain activities of the Fund,
including the payment of dividends to common shareholders in certain circumstances. Further, the 1940 Act does (in certain

circumstances) grant to the lenders to the Fund certain voting rights in the event of default in the payment of interest on or repayment
of principal. In the event that the Fund elects to be treated as a regulated investment company, and that such provisions would impair
the Fund's status as a regulated investment company under the Internal Revenue Code, the Fund, subject to its ability to liquidate its
relatively illiquid portfolio, intends to repay the borrowings. Any borrowing will likely be ranked equal to all other existing and future
borrowings of the Fund. Certain types of borrowings may result in the Fund being subject to covenants in credit agreements relating to
asset coverage and portfolio composition requirements. The Fund may be subject to certain restrictions on investments imposed by
guidelines of one or more rating agencies, which may issue ratings for the short-term corporate debt securities or Preferred Shares
issued by the Fund. These guidelines may impose asset coverage or portfolio composition requirements that are more stringent than
those imposed by the 1940 Act. It is not anticipated that these covenants or guidelines will impede the Sub-Adviser from managing the
Fund's portfolio in accordance with the Fund's investment objective and policies. The Commitment Facility can be used by the Fund for
general corporate purposes, including for financing a portion of the Fund's investments. The Commitment Facility is secured by a first
priority perfected security interest in the assets of the Fund. In addition, the loan documents under the Commitment Facility restrict the

Fund's ability to change its investment adviser, sub-adviser or custodian, amend its fundamental investment policies or investment
objective, or take on additional indebtedness without prior consent from the provider of the Commitment Facility. CERTAIN
PROVISIONS IN THE DECLARATION OF TRUST AND BY-LAWS Under Massachusetts law, shareholders could, in certain
circumstances, be held personally liable for the obligations of the Fund. However, the Declaration of Trust contains an express

disclaimer of shareholder liability for debts or obligations of the Fund and requires that notice of such limited liability be given in each
agreement, obligation or instrument entered into or executed by the Fund or the Board of Trustees. The Declaration of Trust further
provides for indemnification out of the assets and property of the Fund for all loss and expense of any shareholder of the Fund. Thus,
the risk of a shareholder incurring financial loss on account of shareholder liability is limited to circumstances in which the Fund would
be unable to meet its obligations. The Fund believes that the likelihood of such circumstances is remote. The Declaration of Trust and
By-Laws include provisions that could limit the ability of other entities or persons to acquire control of the Fund or to convert the Fund
to open-end status. The number of trustees is currently five, but by action of two-thirds of the trustees, the Board of Trustees may from
time to time be increased or decreased. The Board of Trustees is divided into three classes of trustees serving staggered three-year

terms, with the terms of one class expiring at each annual meeting of shareholders. If the Fund issues Preferred Shares, the Fund may
establish a separate class for the trustees elected by the holders of the Preferred Shares. Subject to applicable provisions of the 1940 Act,
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vacancies on the Board of Trustees may be filled by a majority action of the remaining trustees. Such provisions may work to delay a
change in the majority of the Board of Trustees. The provisions of the Declaration of Trust relating to the election and removal of

trustees may be amended only by a vote of two-thirds of the trustees then in office. Generally, the Declaration of Trust requires a vote
by holders of at least two-thirds of the common shares and Preferred Shares, if any, voting together as a single class, except as described
below and in the Declaration of Trust, to authorize: (1) a conversion of the Fund from a closed-end to an open-end investment company;
(2) a merger or consolidation of the Fund with any corporation, association, trust or other organization, including a series or class of

such other organization (subject to a limited exception if the acquiring fund is not an operating entity immediately prior to the
transaction); (3) a sale, lease or exchange of all or substantially all of the Fund's assets (other than in the regular course of the Fund's
investment activities, in connection with the termination of the Fund, and other limited circumstances set forth in the Declaration of
Trust); (4) in certain circumstances, a termination of the Fund; (5) a removal of trustees by common shareholders; or (6) certain

transactions in which a Principal Shareholder (as defined in the Declaration of Trust) is a party to the transaction. However, -58- with
respect to (1) above, if there are Preferred Shares outstanding, the affirmative vote of the holders of two-thirds of the Preferred Shares
voting as a separate class shall also be required. With respect to (2) above, except as otherwise may be required, if the transaction
constitutes a plan of reorganization which adversely affects Preferred Shares, if any, then an affirmative vote of two-thirds of the

Preferred Shares voting together as a separate class is required as well. With respect to (1) through (3), if such transaction has already
been authorized by the affirmative vote of two-thirds of the trustees, then the affirmative vote of the majority of the outstanding voting
securities, as defined in the 1940 Act (a "Majority Shareholder Vote"), is required, provided that when only a particular class is affected
(or, in the case of removing a trustee, when the trustee has been elected by only one class), only the required vote of the particular class

will be required. Such affirmative vote or consent shall be in addition to the vote or consent of the holders of the Fund's shares
otherwise required by law or any agreement between the Fund and any national securities exchange. Approval of Fund shareholders is
not required, however, for any transaction, whether deemed a merger, consolidation, reorganization, exchange of shares or otherwise
whereby the Fund issues shares in connection with the acquisition of assets (including those subject to liabilities) from any other

investment company or similar entity. None of the foregoing provisions may be amended except by the vote of at least two-thirds of the
common shares and Preferred Shares, if any, outstanding and entitled to vote. See the SAI under "Certain Provisions in the Declaration
of Trust and By-Laws." The provisions of the Declaration of Trust and By-Laws described above could have the effect of depriving the
common shareholders of opportunities to sell their common shares at a premium over the then current market price of the common
shares by discouraging a third party from seeking to obtain control of the Fund in a tender offer or similar transaction. The overall

effect of these provisions is to render more difficult the accomplishment of a merger or the assumption of control by a third party. They
provide, however, the advantage of potentially requiring persons seeking control of the Fund to negotiate with its management

regarding the price to be paid and facilitating the continuity of the Fund's investment objective and policies. The Board of Trustees of
the Fund has considered the foregoing anti-takeover provisions and concluded that they are in the best interests of the Fund and its
common shareholders. Reference should be made to the Declaration of Trust on file with the SEC for the full text of these provisions.
STRUCTURE OF THE FUND; COMMON SHARE REPURCHASES AND CHANGE IN FUND STRUCTURE CLOSED-END

STRUCTURE Closed-end funds differ from open-end management investment companies (commonly referred to as mutual funds) in
that closed-end funds generally list their shares for trading on a securities exchange and do not redeem their shares at the option of the
shareholder. By comparison, mutual funds issue securities redeemable at net asset value at the option of the shareholder and typically
engage in a continuous offering of their shares. Mutual funds are subject to continuous asset in-flows and out-flows that can complicate
portfolio management, whereas closed-end funds generally can stay more fully invested in securities consistent with the closed-end

fund's investment objective and policies. In addition, in comparison to open-end funds, closed-end funds have greater flexibility in their
ability to make certain types of investments, including investments in illiquid securities. However, shares of closed-end investment
companies listed for trading on a securities exchange frequently trade at a discount from net asset value, but in some cases trade at a

premium. The market price may be affected by trading volume of the shares, general market and economic conditions and other factors
beyond the control of the closed-end fund. The foregoing factors may result in the market price of the common shares being greater
than, less than or equal to net asset value. The Board of Trustees has reviewed the structure of the Fund in light of its investment

objective and policies and has determined that the closed-end structure is in the best interests of the shareholders. As described below,
however, the Board of Trustees will review periodically the trading range and activity of the Fund's shares with respect to its net asset
value and the Board may take certain actions to seek to reduce or eliminate any such discount. Such actions may include open market
repurchases or tender offers for the common shares at net asset value or the possible conversion of the Fund to an open-end fund. There
can be no assurance that the Board will decide to undertake any of -59- these actions or that, if undertaken, such actions would result in
the common shares trading at a price equal to or close to net asset value per common share. In addition, as noted above, the Board of
Trustees determined in connection with the initial offering of common shares of the Fund that the closed-end structure is desirable,
given the Fund's investment objective and policies. Investors should assume, therefore, that it is highly unlikely that the Board of

Trustees would vote to convert the Fund to an open-end investment company. REPURCHASE OF COMMON SHARES AND TENDER
OFFERS In recognition of the possibility that the common shares might trade at a discount to net asset value and that any such discount

may not be in the interest of shareholders, the Fund's Board of Trustees, in consultation with the Adviser, Sub-Adviser and the
corporate finance services and consulting agent that the Adviser has retained, from time to time will review possible actions to reduce
any such discount. The Board of Trustees of the Fund will consider from time to time open market repurchases of and/or tender offers
for common shares to seek to reduce any market discount from net asset value that may develop. In connection with its consideration
from time to time of open-end repurchases of and/or tender offers for common shares, the Board of Trustees of the Fund will consider
whether to commence a tender offer or share-repurchase program at the first quarterly board meeting following a calendar year in

which the Fund's common shares have traded at an average weekly discount from net asset value of more than 10% in the last 12 weeks
of that calendar year. After any consideration of potential actions to seek to reduce any significant market discount, the Board may,
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subject to its fiduciary obligations and compliance with applicable state and federal laws, authorize the commencement of a
share-repurchase program or tender offer. The size and timing of any such share repurchase program or tender offer will be

determined by the Board of Trustees in light of the market discount of the common shares, trading volume of the common shares,
information presented to the Board of Trustees regarding the potential impact of any such share repurchase program or tender offer,
and general market and economic conditions. There can be no assurance that the Fund will in fact effect repurchases of or tender offers
for any of its common shares. The Fund may, subject to its investment limitation with respect to borrowings and limitations on seniority
within the Fund's capital structure if the Fund has other borrowings outstanding at such time, incur debt to finance such repurchases or
a tender offer or for other valid purposes. Interest on any such borrowings would increase the Fund's expenses and reduce the Fund's
net income. There can be no assurance that repurchases of common shares or tender offers, if any, will cause the common shares to
trade at a price equal to or in excess of their net asset value. Nevertheless, the possibility that a portion of the Fund's outstanding

common shares may be the subject of repurchases or tender offers may reduce the spread between market price and net asset value that
might otherwise exist. In the opinion of the Fund, sellers may be less inclined to accept a significant discount in the sale of their common
shares if they have a reasonable expectation of being able to receive a price of net asset value for a portion of their common shares in
conjunction with an announced repurchase program or tender offer for the common shares. Although the Board of Trustees believes
that repurchases or tender offers generally would have a favorable effect on the market price of the common shares, the acquisition of
common shares by the Fund will decrease the Managed Assets of the Fund and therefore will have the effect of increasing the Fund's
expense ratio and decreasing the asset coverage with respect to any Preferred Shares outstanding. Because of the nature of the Fund's
investment objective, policies and portfolio, the Adviser and the Sub-Adviser do not anticipate that repurchases of common shares or
tender offers should interfere with the ability of the Fund to manage its investments in order to seek its investment objective, and does
not anticipate any material difficulty in borrowing money or disposing of portfolio securities to consummate repurchases of or tender
offers for common shares, although no assurance can be given that this will be the case. CONVERSION TO OPEN-END FUND The

Fund may be converted to an open-end investment company at any time if approved by the holders of two-thirds of the Fund's common
shares outstanding and entitled to vote; provided, however, that such vote shall be by Majority Shareholder Vote if the action in
question was previously approved by the affirmative vote of two-thirds of the Trustees. Such affirmative vote or consent shall be in
addition to the vote or consent of the holders of the shares otherwise required by law or any agreement between the Fund and any
national securities exchange. In the event of conversion, the common shares would cease to be listed on the NYSE Amex or other

national securities exchange or market system. Any Preferred Shares would need to be redeemed and any Borrowings may need to be
repaid upon conversion to an open-end investment company. Additionally, the 1940 Act imposes limitations on open-end funds'

investments in illiquid securities, which could restrict the Fund's ability to invest in -60- certain securities discussed in this prospectus to
the extent discussed herein. Such limitations could adversely affect distributions to Fund common shareholders in the event of

conversion to an open-end fund. The Board of Trustees believes, however, that the closed-end structure is desirable, given the Fund's
investment objective and policies. Investors should assume, therefore, that it is unlikely that the Board of Trustees would vote to convert
the Fund to an open-end investment company. Shareholders of an open-end investment company may require the company to redeem
their shares at any time (except in certain circumstances as authorized by or under the 1940 Act) at their net asset value, less such

redemption charge, if any, as might be in effect at the time of a redemption. The Fund would expect to pay all such redemption requests
in cash, but intends to reserve the right to pay redemption requests in a combination of cash or securities. If such partial payment in
securities were made, investors may incur brokerage costs in converting such securities to cash. If the Fund were converted to an

open-end fund, it is likely that new common shares would be sold at net asset value plus a sales load. TAX MATTERS The following
discussion of federal income tax matters is based on the advice of Chapman and Cutler LLP, counsel to the Fund. MATTERS
ADDRESSED This section and the discussion in the SAI provide a general summary of the material U.S. federal income tax
consequences to the persons who purchase, own and dispose of the common shares. It does not address all federal income tax

consequences that may apply to investment in the common shares. Unless otherwise indicated, this discussion is limited to taxpayers
who are U.S. persons, as defined herein. The discussion that follows is based on the provisions of the Internal Revenue Code, on treasury
regulations promulgated thereunder as in effect on the date hereof and on existing judicial and administrative interpretations thereof.
These authorities are subject to change and to differing interpretations, which could apply retroactively. Potential investors should

consult their own tax advisors in determining the federal, state, local, foreign and any other tax consequences to them of the purchase,
ownership and disposition of the common shares. This discussion does not address all tax consequences that may be applicable to a U.S.
person that is a beneficial owner of common shares, nor does it address, unless specifically indicated, the tax consequences to, among
others, (i) persons that may be subject to special treatment under U.S. federal income tax law, including, but not limited to, banks,
insurance companies, thrift institutions, regulated investment companies, real estate investment trusts, tax-exempt organizations and

dealers in securities or currencies, (ii) persons that will hold common shares as part of a position in a "straddle" or as part of a
"hedging," "conversion" or other integrated investment transaction for U.S. federal income tax purposes, (iii) persons whose functional
currency is not the U.S. dollar or (iv) persons that do not hold common shares as capital assets within the meaning of Section 1221 of the
Internal Revenue Code. For purposes of this discussion, a "U.S. person" is (i) an individual citizen or resident of the United States, (ii) a
corporation or partnership organized in or under the laws of the United States or any state thereof or the District of Columbia (other
than a partnership that is not treated as a U.S. person under any applicable treasury regulations), (iii) an estate the income of which is
subject to U.S. federal income taxation regardless of its source, or (iv) a trust if a court within the United States is able to exercise

primary supervision over the administration of such trust and one or more U.S. persons have the authority to control all the substantial
decisions of such trust. Notwithstanding clause (iv) above, to the extent provided in regulations, certain trusts in existence on August 20,
1996 and treated as U.S. persons prior to such date that elect to continue to be so treated also shall be considered U.S. persons. TAX
CHARACTERIZATION OF THE FUND FOR U.S. FEDERAL INCOME TAX PURPOSES The Fund has elected to be treated as a
regular C corporation for U.S. federal income tax purposes. Thus, the Fund is subject to U.S. corporate income tax on its U.S. taxable
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income. Such taxable income would generally include all of the Fund's net income from the MLPs. The current U.S. federal maximum
graduated income tax rate for corporations is 35%. In addition, the United States also imposes a 20% alternative minimum tax on the

recalculated alternative minimum taxable income of an entity treated as a corporation. Any such U.S. corporate income tax or
alternative minimum tax could materially reduce cash available to make payments on the common shares. The Fund will also be
obligated to pay state income tax on its taxable income, either because the states follow the federal election or because the states

separately impose a tax on the Fund. -61- The MLPs in which the Fund intends to invest are generally treated as partnerships for U.S.
federal income tax purposes. As a partner in the MLPs, the Fund will be required to report its allocable share of MLP income, gain,
loss, deduction and expense, whether or not any cash is distributed from the MLPs. The Fund intends to invest in energy MLPs, so the
Fund anticipates that the majority of the Fund's items of income, gain, loss, deduction and expense will be related to energy ventures.
However, some items are likely to relate to the temporary investment of the Fund's capital, which may be unrelated to energy ventures.
Although the Fund intends to hold the interests in the MLPs for investment, the Fund is likely to sell interests in a particular MLP from
time to time. On any such sale, the Fund will recognize gain or loss based upon the difference between the consideration received for tax

purposes on the sale and the Fund's tax basis in the interest sold. The consideration received is generally the amount paid by the
purchaser plus any debt of the MLP allocated to the Fund that will shift to the purchaser on the sale. The Fund's tax basis in an MLP is
the amount paid for the interest, decreased for any distributions of cash received by the Fund in excess of the Fund's allocable share of
taxable income and decreased by the Fund's allocable share of net losses. Thus, although cash in excess of taxable income and net tax
losses may create a temporary economic benefit to the Fund, they will increase the amount of gain (or decrease the amount of loss) on

the sale of an interest in an MLP. No favorable federal income tax rate applies to long-term capital gains for entities treated as
corporations for federal income tax purposes, such as the Fund. Thus, the Fund will be subject to federal income tax on its long-term
capital gains, like ordinary income, at rates of up to 35%. In calculating the Fund's alternative minimum taxable income, certain

percentage depletion deductions and intangible drilling costs may be treated as items of tax preference. Items of tax preference increase
alternative minimum taxable income and increase the likelihood that the Fund may be subject to the alternative minimum tax. The
Fund is not treated as a regulated investment company for federal income tax purposes. In order to qualify as a regulated investment
company, the income and assets of the company must meet certain minimum threshold tests. Because the Fund invests a substantial

portion of its Managed Assets in MLPs that invest in energy ventures, the Fund does not meet such tests. In contrast to the tax rules that
will apply to the Fund, a regulated investment company generally does not pay corporate income tax. Thus, the regulated investment

company taxation rules have no application to the Fund or Common Shareholders of the Fund. TAXATION OF THE
SHAREHOLDERS Distributions. The Fund's distributions will be treated as dividends to common shareholders to the extent of the
Fund's current or accumulated earnings and profits as determined for federal income tax purposes. As discussed in greater detail

below, prior to 2011, dividends that qualify as "qualified dividend income" are generally taxed to individuals at a maximum 15% rate if
certain holding period and other requirements are met by the common shareholder receiving such dividend. Corporations are generally
subject to tax on dividends at a maximum 35% rate, but corporations may be eligible to exclude 70% of the dividends if certain holding
period requirements are met. Common shareholders that are not U.S. persons are generally subject to a 30% withholding tax, unless (i)
the common shareholder's interest in the Fund is effectively connected to a U.S. trade or business and the common shareholder provides
the Fund with a Form W8ECI signed under penalties of perjury (in which case, the common shareholder will be subject to the normal
U.S. graduated rates) or (ii) the common shareholder is eligible for the benefits of a U.S. income tax treaty and provides the Fund with a
Form W-8BEN signed under penalties of perjury (in which case, the common shareholder will be subject to the rate of withholding
provided for in the relevant treaty). If a Fund distribution exceeds the Fund's current and accumulated earnings and profits, the

distribution will be treated as a non-taxable adjustment to the basis of the common shares to the extent of such basis, and then as capital
gain to the extent of the excess distribution. Such gain will be long-term capital gain if the holding period for the common shares is more

than one year. Individuals are currently subject to a maximum tax rate of 15% on long-term capital gains. This rate is currently
scheduled to increase to 20% for tax years beginning after December 31, 2010. Corporations are taxed on capital gains at their ordinary
graduated rates. -62- Because unsevered natural resources are viewed as interests in real property for some purposes of the Internal

Revenue Code, depending upon the nature and location of the MLPs' assets, the Fund could from time to time be classified as a U.S. real
property holding corporation. If the Fund is classified as a U.S. real property holding corporation, dispositions of interests in the Fund

by a non-U.S. common shareholder and distributions in excess of a non-U.S. common shareholder's basis may be subject to 10%
withholding. A corporation's earnings and profits are generally calculated by making certain adjustments to the corporation's reported
taxable income. Based upon the historic performance of similar MLPs, the Fund anticipates that the distributed cash from the MLPs in
its portfolio will exceed the Fund's earnings and profits. Thus, the Fund anticipates that only a portion of its distributions will be treated
as dividends to its common shareholders for federal income tax purposes. Special rules apply to the calculation of earnings and profits
for corporations invested in energy ventures. The Fund's earnings and profits will be calculated using (i) straight-line depreciation

rather than a percentage depletion method and (ii) five-year and ten-year amortization of drilling costs and exploration and
development costs, respectively. Thus, these deductions may be significantly lower for purposes of calculating earnings and profits than
they are for purposes of calculating taxable income. Because of these differences, the Fund may make distributions out of earnings and
profits, treated as dividends, in years in which Fund distributions exceed the Fund's taxable income. The maximum federal income tax
rate for individuals on qualified dividend income is currently generally 15% for tax years ending on or before December 31, 2010,

unless such favorable treatment is repealed sooner by new legislation. The portion of the Fund's distributions treated as a dividend for
federal income tax purposes should be treated as qualified dividend income for federal income tax purposes, subject to certain holding
period and other requirements. This rate of tax on dividends is currently scheduled to increase back to ordinary income rates after

December 31, 2010, with the maximum marginal federal income tax rate being 39.6% at such time. A common shareholder
participating in the Fund's automatic dividend reinvestment plan will be taxed upon the reinvested amount as if actually received by the
participating common shareholder and the participating common shareholder reinvested such amount in additional Fund common
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shares. The Fund will notify common shareholders annually as to the federal income tax status of Fund distributions to them. Sale of
Shares. Upon the sale of common shares, a common shareholder will generally recognize capital gain or loss measured by the difference
between the amount received on the sale and the common shareholder's tax basis of common shares sold. As discussed above, such tax
basis may be less than the price paid for the common shares as a result of Fund distributions in excess of the Fund's earnings and

profits. Such capital gain or loss will generally be long-term capital gain or loss, if such common shares were capital assets held for more
than one year. Information Reporting and Withholding. The Fund will be required to report annually to the IRS, and to each common
shareholder, the amount of distributions and consideration paid in redemptions, and the amount withheld for federal income taxes, if
any, for each calendar year, except as to exempt holders (including certain corporations, tax-exempt organizations, qualified pension
and profit-sharing trusts, and individual retirement accounts). Each common shareholder (other than common shareholders who are
not subject to the reporting requirements without supplying any documentation) will be required to provide the Fund, under penalties
of perjury, an IRS Form W-9, Form W-8BEN, Form W-8ECI or an equivalent form containing the common shareholder's name,
address, correct federal taxpayer identification number and a statement that the common shareholder is not subject to backup

withholding. Should a non-exempt common shareholder fail to provide the required certification, backup withholding will apply. The
current backup withholding rate for domestic persons is 28%, but such rate is scheduled to increase to 31% after December 31, 2010.
As mentioned above, non-U.S. persons may be subject to withholding tax at a rate of 30%, if appropriate documentation demonstrating
eligibility for a lower rate is not provided. Backup withholding is not an additional tax. Any such withholding will be allowed as a credit
against the common shareholder's federal income tax liability provided the required information is furnished to the IRS. -63- TAX
CONSEQUENCES OF CERTAIN INVESTMENTS Federal Income Taxation of MLPs. MLPs are generally intended to be taxed as
partnerships for federal income tax purposes. As a partnership, an MLP is treated as a pass-through entity for federal income tax
purposes. This means that the federal income items of the MLP, though calculated and determined at the partnership level, are

allocated among the partners in the MLP and are included directly in the calculation of the taxable income of the partners whether or
not cash flow is distributed from the MLP. The MLP files an information return, but normally pays no federal income tax. MLPs are
often publicly traded. Publicly traded partnerships are generally treated as corporations for federal income tax purposes. However, if
an MLP satisfies certain income character requirements, the MLP will generally continue to be treated as partnership for federal
income tax purposes. Under these requirements, an MLP must receive at least 90% of its gross income from certain "qualifying

income" sources. Qualifying income for this purpose generally includes interest, dividends, real property rents, real property gains, and
income and gain from the exploration, development, mining or production, processing, refining, transportation or marketing of any
mineral or natural resource (including fertilizer, geothermal energy, and timber). As discussed above, the Fund currently invests in

energy MLPs, so the income of the MLPs should qualify as qualifying income. As discussed above, the tax items of an MLP are allocated
through to the partners of the MLP whether or not an MLP makes any distributions of cash. In part because estimated tax payments

are payable quarterly, partnerships often make quarterly cash distributions. A distribution from a partnership will generally be treated
as a non-taxable adjustment to the basis of the Fund's interest in the partnership to the extent of such basis, and then as gain to the

extent of the excess distribution. The gain will generally be capital gain, but a variety of rules could potentially recharacterize the gain
as ordinary income. The Fund's initial tax basis is the price paid for the MLP interest plus any debt of the MLP allocated to the Fund.
The tax basis is decreased for distributions and allocations of deductions (such as percentage depletion) and losses, and increased for
capital contributions and allocations of net income and gains. When interests in a partnership are sold, the difference between (i) the

sum of the sales price and the Fund's share of debt of the partnership that will be allocated to the purchaser and (ii) the Fund's adjusted
tax basis will be taxable gain or loss, as the case may be. The Fund should receive a Form K-1 from each MLP, showing its share of each

item of MLP income, gain, loss, deductions and expense. The Fund will use that information to calculate its taxable income and its
earnings and profits. Because the Fund has elected to be taxed as a corporation, the Fund will report the tax items of the MLPs and any
gain or loss on the sale of interests in the MLPs. The Fund's common shareholders will be viewed for federal income tax purposes as
having income or loss on their investment in the Fund rather than in the underlying MLPs. Common shareholders will receive a Form
1099 from the Fund based upon the distributions made (or deemed to have been made) rather than based upon the income, gain, loss or
deductions of the MLPs in which the Fund invests. Other Investments. The Fund has in the past, and may in the future, attempt to
generate premiums from the sale of call options. These premiums typically will result in short-term capital gains to the Fund.

Transactions involving the disposition of the Fund's underlying securities (whether pursuant to the exercise of a call option, put option
or otherwise) will give rise to capital gains or losses. Because the Fund does not have control over the exercise of the call options it
writes, such exercises or other required sales of the underlying stocks may cause the Fund to realize capital gains or losses at

inopportune times. Certain of the Fund's investment practices may be subject to special and complex federal income tax provisions that
may, among other things, (i) disallow, suspend or otherwise limit the allowance of certain losses or deductions, (ii) convert an ordinary
loss or a deduction into a capital loss (the deductibility of which is more limited) or (iii) cause the Fund to recognize income or gain

without a corresponding receipt of cash. The Fund will monitor its transactions and may make certain tax elections in order to mitigate
the effect of these provisions, if possible. -64- CORPORATE FINANCE SERVICES AND CONSULTING FEE First Trust Advisors
(and not the Fund) has entered into a Corporate Finance Services and Consulting Agreement with Wachovia Securities, LLC, as

successor to A.G. Edwards (the "Consultant"), and has agreed to pay from its own assets a fee to the Consultant. This fee was payable
quarterly at the annual rate of 0.10% of the Fund's Managed Assets through June 29, 2006 and is payable quarterly at the annual rate
of 0.15% of the Fund's Managed Assets after June 29, 2006 and will be payable only so long as the Investment Management Agreement
remains in effect between the Fund and First Trust Advisors or any successor in interest or affiliate of First Trust Advisors, as and to

the extent that such Investment Management Agreement is renewed or continued periodically in accordance with the 1940 Act.
Pursuant to the Corporate Finance Services and Consulting Agreement, the Consultant will: (i) provide relevant information, studies or
reports regarding closed-end investment companies with similar investment objectives and/or strategies as the Fund as well as general
trends in the closed-end investment company and asset management industries, and consult with representatives of First Trust Advisors
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in connection therewith; (ii) at the request of First Trust Advisors, provide certain economic research and statistical information and
reports on behalf of First Trust Advisors or the Fund and consult with representatives of First Trust Advisors or the Fund, and/or
Trustees of the Fund in connection therewith, which information and reports shall include: (a) statistical and financial market

information with respect to the Fund's market performance; and (b) comparative information regarding the Fund and other closed-end
management investment companies with respect to (x) the net asset value of their respective shares (as made publicly available by the
Fund and such investment companies), (y) the respective market performance of the Fund and such other companies, and (z) other

relevant performance indicators; and (iii) provide First Trust Advisors with such other services in connection with the Common Shares
relating to the trading price and market price thereof upon which First Trust Advisors and the Consultant shall, from time to time,

agree, including after-market services designed to maintain the visibility of the Fund in the market. The incremental additional amounts
paid as service fees applicable to daily assets of the Fund attributable to the common shares initially offered by the Fund will not exceed
4.461% of the offering price of such common shares. CUSTODIAN, ADMINISTRATOR AND TRANSFER AGENT The custodian of
the assets of the Fund is PFPC Trust Company (which will be renamed PNC Trust Company effective June 7, 2010) ("Custodian"), 301
Bellevue Parkway, Wilmington, Delaware 19809. The Fund's transfer, shareholder services and dividend paying agent is PNC Global
Investment Servicing (U.S.) Inc., 301 Bellevue Parkway, Wilmington, Delaware 19809. Pursuant to an Administration and Accounting
Services Agreement, PNC Global Investment Servicing (U.S.) Inc. also provides certain administrative and accounting services to the
Fund, including maintaining the Fund's books of account, records of the Fund's securities transactions, and certain other books and
records; acting as liaison with the Fund's independent registered public accounting firm providing such independent registered public
accounting firm with various audit-related information with respect to the Fund; and providing other continuous accounting and
administrative services. As compensation for accounting and administrative services, the Fund has agreed to pay PNC Global

Investment Servicing (U.S.) Inc. an annual fee, calculated daily and payable on a monthly basis, of 0.095% of the Fund's first $200
million of average Managed Assets, subject to decrease with respect to additional Fund Managed Assets. LEGAL OPINIONS Certain
legal matters in connection with the Common Shares will be passed upon for the Fund by Chapman and Cutler LLP, Chicago, Illinois.
Chapman and Cutler LLP may rely as to certain matters of Massachusetts law on the opinion of Bingham McCutchen LLP. If certain
legal matters in connection with an offering of Common Shares are passed upon by counsel for the underwriters or sales agent of such

offering, such counsel will be named in a prospectus supplement. -65- TABLE OF CONTENTS FOR THE STATEMENT OF
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