Edgar Filing: GABELLI EQUITY TRUST INC - Form N-2/A

GABELLI EQUITY TRUST INC
Form N-2/A
December 18, 2007



Edgar Filing: GABELLI EQUITY TRUST INC - Form N-2/A

Table of Contents
As filed with the Securities and Exchange Commission on December 18, 2007

Securities Act File No. 333-146634
Investment Company Act File No. 811-04700

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM N-2

(Check Appropriate Box or Boxes)

b REGISTRATION STATEMENT UNDER THE SECURITIES ACT OF 1933
b Pre-Effective Amendment No. 1
o Post-Effective Amendment No.
and/or
b REGISTRATION STATEMENT UNDER THE INVESTMENT COMPANY ACT OF 1940
b Amendment No. 42

THE GABELLI EQUITY TRUST INC.
(Exact Name of Registrant as Specified in Charter)

One Corporate Center
Rye, New York 10580-1422
(Address of Principal Executive Offices)
Registrant s Telephone Number, including Area Code: (800) 422-3554
Bruce N. Alpert
The Gabelli Equity Trust Inc.
One Corporate Center
Rye, New York 10580-1422
(914) 921-5100
(Name and Address of Agent for Service)

Copies to:
James E. McKee, Esq. Rose F. DiMartino, Esq.
The Gabelli Equity Trust Inc. Willkie Farr & Gallagher LLP
One Corporate Center 787 Seventh Ave.
Rye, New York 10580-1422 New York, New York 10019

Table of Contents



Edgar Filing: GABELLI EQUITY TRUST INC - Form N-2/A
(914) 921-5100 (212) 728-8000

Approximate date of proposed public offering: From time to time after the effective date of this Registration
Statement.

If any securities being registered on this form will be offered on a delayed or continuous basis in reliance on
Rule 415 under the Securities Act of 1933, as amended, other than securities offered in connection with a dividend
reinvestment plan, check the following box. p

It is proposed that this filing will become effective (check appropriate box)

p When declared effective pursuant to section 8(c).

If appropriate, check the following box:

o This [post-effective] amendment designates a new effective date for a previously filed [post-effective
amendment] [registration statement].

o This form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act
and the Securities Act registration number of the earlier effective registration statement for the same offering is

CALCULATION OF REGISTRATION FEE UNDER THE SECURITIES ACT OF 1933

Amount Proposed Proposed
Being Maximum Maximum Amount of
Aggregate
Offering Price Offering Registration
Title of Securities Registered Per Share Price(1) Fee
Preferred Stock o Shares $ o $500 million $ 15,350

(1) Estimated solely
for the purpose
of calculating
the registration
fee. In no event
will the
aggregate initial
offering price of
all shares
offered from
time to time
pursuant to the
prospectus
included as a
part of this
Registration
Statement
exceed
$500 million.

THE REGISTRANT HEREBY AMENDS THIS REGISTRATION STATEMENT ON SUCH DATE OR DATES AS
MAY BE NECESSARY TO DELAY ITS EFFECTIVE DATE UNTIL THE REGISTRANT SHALL FILE A
FURTHER AMENDMENT WHICH SPECIFICALLY STATES THAT THIS REGISTRATION STATEMENT
SHALL THEREAFTER BECOME EFFECTIVE IN ACCORDANCE WITH SECTION 8(a) OF THE SECURITIES
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ACT OF 1933 OR UNTIL THE REGISTRATION STATEMENT SHALL BECOME EFFECTIVE ON SUCH DATE
AS THE SECURITIES AND EXCHANGE COMMISSION, ACTING PURSUANT TO SAID SECTION 8(a), MAY
DETERMINE.
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Subject to Completion,
Preliminary Base Prospectus dated , 2007

PROSPECTUS
$500,000,000
The Gabelli Equity Trust Inc.
Preferred Stock

Investment Objectives. The Gabelli Equity Trust Inc. (the Fund ) is a non-diversified, closed-end management
investment company registered under the Investment Company Act of 1940, as amended (the 1940 Act ). The Fund s
primary investment objective is to achieve long-term growth of capital by investing primarily in a portfolio of equity
securities consisting of common stock, preferred stock, convertible or exchangeable securities and warrants and rights
to purchase such securities. Income is a secondary investment objective. Gabelli Funds, LLC (the Investment Adviser )
serves as investment adviser to the Fund. Under normal market conditions, the Fund will invest at least 80% of the
value of its total assets in equity securities. The Fund was organized as a Maryland corporation on May 20, 1986 and
commenced its investment operations on August 21, 1986. An investment in the Fund is not appropriate for all
investors. We cannot assure you that the Fund s objectives will be achieved.

We may offer, from time to time, in one or more offerings, our preferred stock, par value $0.001 per share. Shares
may be offered at prices and on terms to be set forth in one or more supplements to this Prospectus (each a Prospectus
Supplement ). You should read this Prospectus and the applicable Prospectus Supplement carefully before you invest
in our shares.

Our shares may be offered directly to one or more purchasers, through agents designated from time to time by us,
or to or through underwriters or dealers. The Prospectus Supplement relating to the offering will identify any agents
or underwriters involved in the sale of our shares, and will set forth any applicable purchase price, fee, commission or
discount arrangement between us and our agents or underwriters, or among our underwriters, or the basis upon which
such amount may be calculated. The Prospectus Supplement relating to any sale of preferred stock will set forth the
liquidation preference and information about the dividend period, dividend rate, any call protection or non-call period
and other matters. We may not sell any of our shares through agents, underwriters or dealers without delivery of a
Prospectus Supplement describing the method and terms of the particular offering of our shares.
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Shares of closed-end funds often trade at a discount from net asset value. This creates a risk of loss for an
investor purchasing shares in a public offering.

Investing in the Fund s shares involves risks. See Risk Factors and Special Considerations on page for
factors that should be considered before investing in shares of the Fund.

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

This Prospectus may not be used to consummate sales of shares by us through agents, underwriters or dealers
unless accompanied by a Prospectus Supplement.

This Prospectus sets forth concisely the information about the Fund that a prospective investor should know before
investing. You should read this prospectus, which contains important information about the Fund, before deciding
whether to invest in the shares, and retain it for future reference. A Statement of Additional Information, dated

, 2007, containing additional information about the Fund, has been filed with the Securities and Exchange
Commission and is incorporated by reference in its entirety into this Prospectus. You may request a free copy of our
annual and semi-annual reports, request a free copy of the Statement of Additional Information, the table of contents
of which is on page  of this Prospectus, request other information about us and make shareholder inquiries by
calling (800) GABELLI (422-3554) or by writing to the Fund, or obtain a copy (and other information regarding the
Fund) from the Securities and Exchange Commission s web site (http://www.sec.gov).

Our shares do not represent a deposit or obligation of, and are not guaranteed or endorsed by, any bank or other
insured depository institution, and are not federally insured by the Federal Deposit Insurance Corporation, the Federal
Reserve Board or any other government agency.

You should rely only on the information contained or incorporated by reference in this Prospectus. The
Fund has not authorized anyone to provide you with different information. The Fund is not making an offer to
sell these securities in any state where the offer or sale is not permitted. You should not assume that the
information contained in this Prospectus is accurate as of any date other than the date of this Prospectus.

Table of Contents 10
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PROSPECTUS SUMMARY
This is only a summary. This summary may not contain all of the information that you should consider before
investing in our shares. You should review the more detailed information contained in this Prospectus and the
Statement of Additional Information, dated ___, 2007 (the SAI ).

The Fund The Gabelli Equity Trust Inc. is a closed-end, non-diversified management
investment company organized as a Maryland corporation on May 20,
1986. Throughout this Prospectus, we refer to The Gabelli Equity Trust Inc. as the
Fund oras we. See The Fund.

The Fund s outstanding shares of common stock, par value $0.001 per share, are
listed on the New York Stock Exchange under the symbol GAB. Qn ,
2007, the last reported sale price of our common stock was $ . As of
September 30, 2007, the net assets of the Fund attributable to its common stock

were $1,652,051,893. As of September 30, 2007, the Fund had outstanding
170,948,248 shares of common stock; 5,200 shares of Series C Auction Rate
Cumulative Preferred Stock, liquidation preference $25,000 per share (the Series C
Auction Rate Preferred ); 2,949,700 shares of 5.875% Series D Cumulative
Preferred Stock, liquidation preference $25 per share (the Series D Preferred );
2,000 shares of Series E Auction Rate Cumulative Preferred Stock, liquidation
preference $25,000 per share (the Series E Auction Rate Preferred ); and 6,000,000
shares of 6.20% Series F Cumulative Preferred Stock, liquidation preference $25

per share (the Series F Preferred ). The Fund completed its redemption of its 7.25%
Tax Advantaged Cumulative Preferred Stock (the Series A Preferred ) and its
7.20% Tax Advantaged Series B Cumulative Preferred Stock (the Series B
Preferred ) on June 17, 2003 and January 8, 2007, respectively. The Series C
Auction Rate Preferred, Series D Preferred, Series E Auction Rate Preferred and
Series F Preferred have the same seniority with respect to distributions and
liquidation preference.

The Offering We may offer, from time to time, in one or more offerings, our preferred stock,
$0.001 par value per share. The shares may be offered at prices and on terms to be
set forth in one or more supplements to this Prospectus (each a Prospectus
Supplement ). You should read this Prospectus and the applicable Prospectus
Supplement carefully before you invest in our shares. Our shares may be offered
directly to one or more purchasers, through agents designated from time to time by
us, or to or through underwriters or dealers. The Prospectus Supplement relating to
the offering will identify any agents, underwriters or dealers involved in the sale of
our shares, and will set forth any applicable purchase price, fee, commission or
discount arrangement between us and our agents or underwriters, or among our
underwriters, or the basis upon which such
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amount may be calculated. The Prospectus Supplement relating to any sale of
preferred stock will set forth the liquidation preference and information about the
dividend period, dividend rate, any call protection or non-call period and other
matters. We may not sell any of our shares through agents, underwriters or dealers
without delivery of a Prospectus Supplement describing the method and terms of
the particular offering of our shares.

Investment Objectives and The Fund s primary investment objective is to achieve long-term growth of capital

Policies by investing primarily in a portfolio of equity securities consisting of common
stock, preferred stock, convertible or exchangeable securities and warrants and
rights to purchase such securities selected by the Investment Adviser. Income is a
secondary investment objective.

Under normal market conditions, the Fund will invest at least 80% of the value of
its total assets in equity securities (the 80% Policy ). The 80% Policy may be
changed without shareholder approval. The Fund will provide shareholders with
notice at least 60 days prior to the implementation of any change in the 80%
Policy.

The Investment Adviser selects investments on the basis of fundamental value and,
accordingly, the Fund typically invests in the securities of companies that are
believed by the Investment Adviser to be priced lower than justified in relation to
their underlying assets. Other important factors in the selection of investments
include favorable price/earnings and debt/equity ratios and strong management.

The Fund seeks to achieve its secondary investment objective of income, in part,

by investing up to 10% of its total assets in a portfolio consisting primarily of
high-yielding, fixed income securities, such as corporate bonds, debentures, notes,
convertible securities, preferred stocks and domestic and foreign government
obligations. Fixed income securities purchased by the Fund may be rated as low as
C by Moody s Investors Service, Inc. ( Moody s ) or D by Standard & Poor s Ratings
Services ( S&P ) or may be unrated securities considered to be of equivalent
quality. Securities that are rated C by Moody s are the lowest rated class and can be
regarded as having extremely poor prospects of ever obtaining investment-grade
standing. Debt rated D by S&P is in default or is expected to default upon maturity
of payment date. These debt securities, which are often referred to in the financial
press as junk bonds, are predominantly speculative and involve major risk
exposure to adverse conditions.

No assurance can be given that the Fund s investment objectives will be achieved.
See Investment Objectives and Policies.
2
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Currently, 24,000,000 shares of the Fund s capital stock, which includes the
preferred stock being registered with this registration statement, have been
classified by the Board of Directors of the Fund or any duly authorized committee
thereof (the Board ) as preferred stock, par value $0.001 per share. The Fund s
Board of Directors may reclassify authorized and unissued shares of the Fund,
previously classified as common stock, as preferred stock prior to the completion
of any offering. The terms of each series of preferred stock may be fixed by the
Board and may materially limit and/or qualify the rights of holders of the Fund s
common stock. If the Fund s Board of Directors determines that it may be
advantageous to the holders of the Fund s common stock for the Fund to utilize
additional leverage, the Fund may issue additional series of fixed rate preferred
stock ( Fixed Rate Preferred Stock ) or additional series of variable rate preferred
stock ( Variable Rate Preferred Stock ). Any Fixed Rate Preferred Stock or Variable
Rate Preferred Stock issued by the Fund will pay, as applicable, distributions at a
fixed rate or at rates that will be reset frequently based on short-term interest rates.
(As of September 30, 2007, 5,200 shares of Series C Auction Rate Preferred,
2,949,700 shares of Series D Preferred, 2,000 shares of Series E Auction Rate
Preferred and 6,000,000 shares of Series F Preferred were outstanding.) Leverage
creates a greater risk of loss as well as a potential for more gains for the common
shares than if leverage were not used. See Risk Factors and Special
Considerations Leverage Risk. The Fund may also engage in investment
management techniques which will not be considered senior securities if the Fund
establishes in a segregated account cash or other liquid securities equal to the
Fund s obligations in respect of such techniques. The Fund may borrow money in
accordance with its investment restrictions, including as a temporary measure for
extraordinary or emergency purposes. The Fund will not borrow for investment
purposes.

Preferred Stock Distributions. In accordance with the Fund s Articles of
Incorporation (together with any amendments or supplements thereto, including
any articles supplementary of the Fund establishing a series of preferred stock (the

Articles Supplementary and together with the Articles of Incorporation, the

Charter ), all preferred stock of the Fund must have the same seniority with respect
to distributions. Accordingly, no full distribution will be declared or paid on any
series of preferred stock of the Fund for any dividend period, or part thereof,
unless full cumulative dividends and distributions due through the most recent
dividend payment dates for all series of outstanding preferred stock of the Fund
are declared and paid. If full cuamulative distributions due have not been declared
and made on all outstanding preferred stock of the Fund, any distributions on such
preferred stock will be made as nearly pro rata as possible in proportion to the
respective amounts of distributions accumulated but unmade on each such series
of preferred stock on the relevant dividend payment date.

In the event that for any calendar year the total distributions on shares of the Fund s
preferred stock exceed the Fund s ordinary income and net capital gain allocable to
such shares, the excess distributions will generally be treated as a tax-free return of
capital (to the extent of the shareholder s tax basis in the shares). The amount
treated as a tax-free return of capital will reduce a shareholder s adjusted tax basis
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in the preferred stock, thereby increasing the shareholder s potential gain or
reducing the potential loss on the sale of the shares.

Common Stock Distributions. In order to allow its common shareholders to realize
a predictable, but not assured, level of cash flow and some liquidity periodically
on their investment without having to sell shares, the Fund has adopted a managed
distribution policy, which may be changed at any time by the Board, of paying a
minimum annual distribution of 10% of the average net asset value of the Fund to
common shareholders. In the event the Fund does not generate a total return from
dividends and interest received and net realized capital gains in an amount equal to
or in excess of its stated distribution in a given year, the Fund may return capital as
part of such distribution, which may have the effect of decreasing the asset
coverage per share with respect to the Fund s preferred stock. Any return of capital
should not be considered by investors as yield or total return on their investment in
the Fund. For the fiscal year ended December 31, 2006, the Fund made
distributions of $0.88 per share of common stock, none of which constituted a
return of capital. The Fund has made quarterly distributions with respect to its
common stock since 1987. A portion of the distributions to common shareholders
during nine of the twenty fiscal years since the Fund s inception has constituted a
return of capital. The composition of each distribution is estimated based on the
earnings of the Fund as of the record date for each distribution. The actual
composition of each of the current year s distributions will be based on the Fund s
3
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investment activity through December 31, 2007.

Use of Proceeds The Fund will use the net proceeds from the offering to purchase portfolio
securities in accordance with its Investment Objectives and Policies. See Use of
Proceeds.

Exchange Listing The Fund s outstanding shares of common stock are listed on the New York Stock

Exchange ( NYSE ), under the trading or ticker symbol GAB. Currently, the
Series D Preferred and Series F Preferred are listed on the NYSE under the symbol
GAB PrD and GAB PrF, respectively. See Description of Capital Stock. Any
additional series of Fixed Rate Preferred Stock issued by the Fund would also
likely be listed on the NYSE.
4
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Risk Factors and Special Risk is inherent in all investing. Therefore, before investing in the Fund s preferred
Considerations stock, you should consider the risks carefully.

Leverage Risk. The Fund currently uses, and intends to continue to use, financial
leverage for investment purposes by issuing preferred stock. As of September 30,
2007, the amount of leverage represented approximately 20% of the Fund s total
assets. The Fund s leveraged capital structure creates special risks not associated
with unleveraged funds having similar investment objectives and policies. These
include the possibility of greater loss and the likelihood of higher volatility of the
net asset value of the Fund and the asset coverage for preferred stock. Such
volatility may increase the likelihood of the Fund having to sell investments in
order to meet its obligations to make distributions on the preferred stock, or to
redeem preferred stock when it may be disadvantageous to do so. Also, if the Fund
is utilizing leverage, a decline in net asset value could affect the ability of the Fund
to make common stock distributions and such a failure to pay dividends or make
distributions could result in the Fund ceasing to qualify as a regulated investment
company under the Internal Revenue Code of 1986, as amended (the Code ). See
Taxation.

Special Risks to Holders of Fixed Rate Preferred Stock. Prior to any offering, there
will be no public market for Fixed Rate Preferred Stock. In
5
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the event any additional series of Fixed Rate Preferred Stock are issued, prior
application will have been made to list such shares on a national securities
exchange, which will likely be the NYSE. However, during an initial period,
which is not expected to exceed 30 days after the date of its initial issuance, such
shares may not be listed on any securities exchange. During such period, the
underwriters may make a market in such shares, although they will have no
obligation to do so. Consequently, an investment in such shares may be illiquid
during such period. Shares of Fixed Rate Preferred Stock may trade at a premium
to or discount from liquidation value for various reasons, including changes in
interest rates.

Special Risks for Holders of Variable Rate Preferred Stock.

Auction Risk. You may not be able to sell your auction Variable Rate Preferred
Stock at an auction if the auction fails, i.e., if more Variable Rate Preferred Stock
is offered for sale than there are buyers for those shares. Also, if you place an
order (a hold order) at an auction to retain Variable Rate Preferred Stock only at a
specified rate that exceeds the rate set at the auction, you will not retain your
Variable Rate Preferred Stock. Additionally, if you place a hold order without
specifying a rate below which you would not wish to continue to hold your shares
and the auction sets a below-market rate, you will receive a lower rate of return on
your shares than the market rate. Finally, the dividend period may be changed,
subject to certain conditions and with notice to the holders of the Variable Rate
Preferred Stock, which could also affect the liquidity of your investment.

Secondary Market Risk. If you try to sell your Variable Rate Preferred Stock
between auctions, you may not be able to sell them for their liquidation preference
per share or such amount per share plus accumulated dividends. If the Fund has
designated a special dividend period of more than seven days, changes in interest
rates could affect the price you would receive if you sold your shares in the
secondary market. Broker-dealers that maintain a secondary trading market for the
Variable Rate Preferred Stock are not required to maintain this market, and the
Fund is not required to redeem Variable Rate Preferred Stock if either an auction
or an attempted secondary market sale fails because of a lack of buyers. The
Variable Rate Preferred Stock will not be registered on a stock exchange. If you
sell your Variable Rate Preferred Stock to a broker-dealer between auctions, you
may receive less than the price you paid for them, especially when market interest
rates have risen since the last auction or during a special dividend period.

Common Stock Distribution Policy Risk. The Fund has adopted a policy, which
may be changed at any time by the Board, of paying a minimum annual
distribution of 10% of the average net asset value of the Fund to common
shareholders. In the event the Fund does not generate a total return from dividends
and interest received and net realized capital gains

6
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in an amount equal to or in excess of its stated distribution in a given year, the
Fund may return capital as part of such distribution, which may have the effect of
decreasing the asset coverage per share with respect to the preferred stock. Any
return of capital should not be considered by investors as yield or total return on
their investment in the Fund. For the fiscal year ended December 31, 2006, the
Fund made distributions of $0.88 per share of common stock, none of which
constituted a return of capital. The Fund has made quarterly distributions with
respect to its common stock since 1987. A portion of the distributions to holders of
common stock during nine of the twenty fiscal years since the Fund s inception has
constituted a return of capital. The composition of each distribution is estimated
based on the earnings of the Fund as of the record date for each distribution. The
actual composition of each of the current year s distributions will be based on the
Fund s investment activity through December 31, 2007.

Non-Diversified Status. As a non-diversified, closed-end management investment
company under the 1940 Act, the Fund may invest a greater portion of its assets in
a more limited number of issuers than may a diversified fund, and accordingly, an
investment in the Fund may, under certain circumstances, present greater risk to an
investor than an investment in a diversified company. See Risk Factors and
Special Considerations Non-Diversified Status.

Industry Concentration Risk. The Fund may invest up to 25% of its assets in the
securities of companies principally engaged in a single industry. In the event the
Fund makes substantial investments in a single industry, the Fund would become
more susceptible to adverse economic or regulatory occurrences affecting that
industry. See Risk Factors and Special Considerations Industry Concentration Risk.

Interest Rate Transactions. The Fund may enter into swap transactions in
connection with Variable Rate Preferred Stock. The use of interest rate swaps and
caps is a highly specialized activity that involves certain risks to the Fund

including, among others, counterparty risk and early termination risk. See How the
Fund Manages Risk Interest Rate Transactions.

Foreign Securities. The Fund may invest up to 35% of its total assets in securities
of foreign issuers. Investing in securities of foreign companies (or foreign
governments), which are generally denominated in foreign currencies, may
involve certain risks and opportunities not typically associated with investing in
domestic companies and could cause the Fund to be affected favorably or
unfavorably by changes in currency exchange rates and revaluation of currencies.
See Risk Factors and Special Considerations Foreign Securities.

Lower Grade Securities. The Fund may invest up to 10% of its total
7
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assets in fixed income securities rated below investment grade by recognized
statistical rating agencies or unrated securities of comparable quality. These
securities, which may be preferred stock or debt, are predominantly speculative
and involve major risk exposure to adverse conditions. Debt securities that are not
rated or that are rated lower than BBB by S&P or lower than Baa by Moody s are
referred to in the financial press as junk bonds. Such securities are subject to
greater risks than investment grade securities, which reflect their speculative
character, including (i) greater volatility; (ii) greater credit risk; (iii) potentially
greater sensitivity to general economic or industry conditions; (iv) potential lack of
attractive resale opportunities (illiquidity); and (v) additional expenses to seek
recovery from issuers who default. Fixed-income securities purchased by the Fund
may be rated as low as C by Moody s or D by S&P or may be unrated securities
considered to be of equivalent quality. Securities that are rated C by Moody s are
the lowest rated class and can be regarded as having extremely poor prospects of
ever obtaining investment-grade standing. Debt rated D by S&P is in default or is
expected to default upon maturity of payment date. See Risk Factors and Special
Considerations Lower Grade Securities.

Derivative Transactions. The Fund may participate in certain derivative
transactions. Such transactions entail certain execution, market, liquidity, hedging
and tax risks. Participation in the options or futures markets and in currency
exchange transactions involves investment risks and transaction costs to which the
Fund would not be subject absent the use of these strategies. If the Investment
Adviser s prediction of movements in the direction of the securities, foreign
currency or interest rate markets is inaccurate, the consequences to the Fund may
leave it in a worse position than if such strategies were not used. See Risk Factors
and Special Considerations Special Risks of Derivative Transactions.

Management Risk. The Fund is subject to management risk because it is an
actively managed portfolio. The Investment Adviser will apply investment
techniques and risk analyses in making investment decisions for the Fund, but
there can be no guarantee that these will produce the desired results. See Risk
Factors and Special Considerations Management Risk.

Dependence on Key Personnel. The Investment Adviser is dependent upon the
expertise of Mr. Mario J. Gabelli in providing advisory services with respect to the
Fund s investments. If the Investment Adviser were to lose the services of
Mr. Gabelli, its ability to service the Fund could be adversely affected. There can
be no assurance that a suitable replacement could be found for Mr. Gabelli in the
event of his death, resignation, retirement or inability to act on behalf of the
Investment Adviser. See Risk Factors and Special Considerations Dependence on
Key Personnel.
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Taxation. The Fund has qualified, and intends to remain qualified, for federal
income tax purposes as a regulated investment company. Qualification requires,
among other things, compliance by the Fund with certain distribution

requirements. Statutory limitations on distributions on the common stock if the
Fund fails to satisfy the 1940 Act s asset coverage requirements could jeopardize
the Fund s ability to meet such distribution requirements. The Fund presently
intends, however, to purchase or redeem preferred stock to the extent necessary in
order to maintain compliance with such asset coverage requirements. See Taxation
for a more complete discussion of these and other federal income tax
considerations.

Gabelli Funds, LLC serves as the Fund s investment adviser. The Investment
Adviser s fee is computed weekly and paid monthly at the annual rate of 1.00% of
the Fund s average weekly net assets plus assets attributable to any outstanding
senior securities, with no deduction for the liquidation preference of any
outstanding preferred stock. The fee paid by the Fund may be higher when
leverage in the form of preferred stock is utilized, giving the Investment Adviser
an incentive to utilize such leverage. However, the Investment Adviser has agreed
to reduce the management fee on the incremental assets attributable to the
preferred stock during the fiscal year if the total return of the net asset value of the
common stock, including distributions and advisory fees subject to reduction for
that year, does not exceed the stated dividend rate or corresponding swap rate of
each particular series of preferred stock for the period. In other words, if the
effective cost of the leverage for any series of preferred stock exceeds the total
return (based on net asset value) on the Fund s common stock, the Investment
Adviser will waive that portion of its management fee on the incremental assets
attributable to the leverage for that series of preferred stock to mitigate the
negative impact of the leverage on the common shareholder s total return. This fee
waiver is voluntary and may be discontinued at any time. The Fund s total return
on the net asset value of the common stock is monitored on a monthly basis to
assess whether the total return on the net asset value of the common stock exceeds
the stated dividend rate or corresponding swap rate of each particular series of
preferred stock for the period. The test to confirm the accrual of the management
fee on the assets attributable to each particular series of preferred stock is annual.
The Fund will accrue for the management fee on these assets during the fiscal year
if it appears probable that the Fund will incur the management fee on those
additional assets.

For the year ended December 31, 2006, the Fund s total return on the net asset
value of the common stock exceeded the stated dividend rate or corresponding
swap rate of all outstanding preferred stock. Thus, management fees were accrued
on these assets.

A discussion regarding the basis for the Board s approval of the continuation of the
investment advisory contract of the Fund is available
9

Table of Contents

20



Edgar Filing: GABELLI EQUITY TRUST INC - Form N-2/A

Table of Contents

in the Fund s semi-annual report to shareholders dated June 30, 2007.

Over the past several years, the staff of the Securities and Exchange Commission
(the Staff ), the staff of the New York Attorney General s office (the NYAG ) and
officials of other states have been conducting industry-wide inquiries into, and
bringing enforcement and other proceedings regarding, trading abuses involving
open-end investment companies. The Investment Adviser and its affiliates have
received information requests and subpoenas from the Staff and the NYAG in
connection with these inquiries and have been complying with these requests for
documents and testimony. The Investment Adviser has implemented additional
compliance policies and procedures in response to recent industry initiatives and
its internal reviews of its mutual fund practices in a variety of areas. For further
details regarding the Investment Adviser s review in connection with these
requests, see Management of the Fund Regulatory Matters.

Repurchase of Common The Fund s Board has authorized the Fund (and the Fund accordingly reserves

Stock freedom of action) to repurchase shares of its common stock in the open market
when the shares are trading at a discount of 10% or more from net asset value.
Although the Board has authorized such repurchases, the Fund is not required to
repurchase its shares. The Board has not established a limit on the amount of
common stock that could be repurchased. Such repurchases are subject to certain
notice and other requirements under the 1940 Act. Through September 30, 2007,
the Fund has not repurchased shares of its common stock under this authorization.
See Repurchase of Common Stock.

Anti-Takeover Provisions Certain provisions of the Charter and the By-Laws of the Fund, as amended from
time to time (the By-Laws and together with the Charter, the Governing
Documents ), may be regarded as anti-takeover provisions. Pursuant to these
provisions, only one of the three classes of directors is elected each year, and the
affirmative vote of the holders of 66%/;% of the Fund s outstanding shares of each
class (voting separately) is required to authorize the conversion of the Fund from a
closed-end to an open-end investment company or generally to authorize any of
the following transactions:

(1) the merger or consolidation of the Fund with any entity;
(2) the issuance of any securities of the Fund for cash to any entity or person;

(3) the sale, lease or exchange of all or any substantial part of the assets of the
Fund to any entity or person (except assets having an aggregate fair market value
of less than $1,000,000); or

(4) the sale, lease or exchange to the Fund, in exchange for its securities, of any
assets of any entity or person (except assets having an aggregate fair market value
of less than $1,000,000);

10
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if such person or entity is directly, or indirectly through affiliates, the beneficial
owner of more than 5% of the outstanding shares of any class of capital stock of
the Fund. However, such vote would not be required when, under certain
conditions, the Board approves the transaction. The overall effect of these
provisions is to render more difficult the accomplishment of a merger with, or the
assumption of control by, a principal shareholder, or the conversion of the Fund to
open-end status. These provisions may have the effect of depriving Fund
shareholders of an opportunity to sell their stock at a premium above the
prevailing market price. See Anti-Takeover Provisions of the Fund s Governing
Documents.

Custodian, Transfer Agent, Mellon Trust of New England, N.A. (the Custodian ), located at 135 Santilli

Auction Agent and Highway, Everett, Massachusetts 02149, serves as the custodian of the Fund s

Dividend Disbursing Agent assets pursuant to a custody agreement. Under the custody agreement, the
Custodian holds the Fund s assets in compliance with the 1940 Act. For its
services, the Custodian receives a monthly fee based upon the month end value of
the total assets of the Fund, plus certain charges for securities transactions.

Computershare Trust Company, N.A. ( Computershare ), located at 250 Royall
Street, Canton, Massachusetts 02021, serves as the Fund s dividend disbursing
agent, as agent under the Fund s automatic dividend reinvestment and voluntary
cash purchase plan (the Plan ) and as transfer agent and registrar with respect to the
common stock of the Fund.

Computershare also serves as the transfer agent, registrar, dividend disbursing
agent and redemption agent with respect to the Series D Preferred and Series F
Preferred.

The Bank of New York, located at 100 Church Street, New York, New York
10286, serves as the auction agent, transfer agent, registrar, dividend disbursing
agent and redemption agent with respect to the Series C Auction Rate Preferred
and the Series E Auction Rate Preferred.
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USE OF PROCEEDS

The Investment Adviser expects that it will initially invest the proceeds of the offering in high quality short-term
debt securities and instruments. The Investment Adviser anticipates that the investment of the proceeds will be made
in accordance with the Fund s investment objectives and policies as appropriate investment opportunities are
identified, which is expected to substantially be completed within three months; however, changes in market
conditions could result in the Fund s anticipated investment period extending to as long as six months.

FINANCIAL HIGHLIGHTS

The selected data below sets forth the per share operating performance and ratios for the period presented. The
financial information was derived from and should be read in conjunction with the Financial Statements of the Fund
and Notes thereto, which are incorporated by reference into this Prospectus and the SAI. The financial information for
the fiscal year ended December 31, 2006, 2005, 2004, 2003 and 2002 has been audited by
, the Fund s independent registered public accounting firm, whose unqualified report
on such Financial Statements is incorporated by reference into the SAIL

Six
Months
Ended
June 30,
2007 Year Ended December 31,
(Unaudited) 2006 2005 2004 2003 2002
Operating Performance:
Net asset value,
beginning of period $ 940 $ 8.10 $ 8.69 $ 7.98 $ 628 $ 897
Net investment income 0.07 0.18 0.09 0.02 0.04 0.07
Net realized and
unrealized gain (loss) on
investments 1.07 2.18 0.47 1.63 2.50 (1.65)
Total from investment
operations 1.14 2.36 0.56 1.65 2.54 (1.58)
Distributions to
Preferred Shareholders:
(a)
Net investment income (0.01)* (0.03) (0.01) (0.00)(g) (0.00)(g) (0.01)
Net realized gain on
investments (0.06)* (0.12) (0.14) (0.14) (0.14) (0.16)
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Six
Months
Ended
June
30,
2007
(Unaudited) 2006

Net Increase (Decrease) in

Net Assets Attributable to

Common Shareholders

Resulting from

Operations 1.07 2.21
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Year Ended December 31,
2005 2004 2003
0.41 1.51 2.40

2002

(1.75)

25



