
ST JOE CO
Form S-3ASR
February 25, 2008

Edgar Filing: ST JOE CO - Form S-3ASR

1



Table of Contents

As filed with the Securities and Exchange Commission on February 25, 2008
Registration No.          

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM S-3
REGISTRATION STATEMENT

UNDER
THE SECURITIES ACT OF 1933

The St. Joe Company
(Exact Name of Registrant as Specified in Its Charter)

Florida 59-0432511
(State or Other Jurisdiction of
Incorporation or Organization)

(I.R.S. Employer
Identification No.)

245 Riverside Avenue, Suite 500
Jacksonville, Florida 32202

(904) 301-4200
(Address, Including Zip Code, and Telephone Number, Including Area Code, of Registrant�s Principal Executive

Offices)

Christine M. Marx
The St. Joe Company

245 Riverside Avenue, Suite 500
Jacksonville, Florida 32202

(904) 301-4450
(Name, address, including zip code, and telephone number,

including area code, of agent for service)
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Copies to:
Donald C. Walkovik

Sullivan & Cromwell LLP
125 Broad Street

New York, New York 10005

Approximate date of commencement of proposed sale to the public:  From time to time after the effective date of
this registration statement.

If the only securities being registered on this Form are being offered pursuant to dividend or interest reinvestment
plans, please check the following box.  o

If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to
Rule 415 under the Securities Act of 1933, other than securities offered only in connection with dividend or interest
reinvestment plans, check the following box.  þ

If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act,
please check the following box and list the Securities Act registration statement number of the earlier effective
registration statement for the same offering.  o − −

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

If this Form is a registration statement pursuant to General Instruction I.D. or a post-effective amendment thereto that
shall become effective upon filing with the SEC pursuant to Rule 462(e) under the Securities Act, check the following
box.  þ

If this Form is a post-effective amendment to a registration statement filed pursuant to General Instruction I.D. filed to
register additional securities or additional classes of securities pursuant to Rule 413(b) under the Securities Act, check
the following box.  o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of �large accelerated filer,� �accelerated filer� and �smaller reporting
company� in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated
filer þ Accelerated filer o Non-accelerated filer o

Smaller reporting
company o

(Do not check if a smaller
reporting company)

CALCULATION OF REGISTRATION FEE
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Proposed
Title of each class of Amount to be maximum offering Proposed maximum Amount of

securities to be registered registered price per unit offering price registration fee

Senior Debt Securities

Subordinated Debt Securities

Purchase Contracts (1)

Units (2)

Preferred Stock

Common Stock

(1) An indeterminate aggregate initial offering price or number of the securities of each identified class is being
registered as may from time to time be issued at indeterminate prices. Separate consideration may not be
received for registered securities that are issuable on exercise, conversion or exchange of other securities or that
are issued in units. In accordance with Rules 456(b) and 457(r), the Registrant is deferring payment of the
registration fee.

(2) Each unit will be issued under a unit agreement or indenture and will represent an interest in two or more debt
securities and purchase contracts, which may or may not be separable from one another.
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The St. Joe Company

Senior Debt Securities
Subordinated Debt Securities

Purchase Contracts
Units

Preferred Stock
Common Stock

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 read this prospectus, the
applicable prospectus supplement and any documents incorporated by reference into this prospectus carefully before
you invest.

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 any applicable commissions
or discounts. Our net proceeds from the sale of securities also will be set forth in the applicable prospectus
supplement.

We are incorporated in the State of Florida. Our common stock is listed on the New York Stock Exchange and trades
under the ticker symbol �JOE�. Our principal executive offices are located at 245 Riverside Avenue, Suite 500,
Jacksonville, Florida 32202. Our telephone number is (904) 301-4200. Our website is www.JOE.com. The
information contained on our website is not incorporated by reference into this prospectus.

Neither the Securities and Exchange Commission nor any other regulatory body has approved or disapproved
of these securities or passed upon the accuracy or adequacy of this prospectus. Any representation to the
contrary is a criminal offense.

Investing in these securities involves risk.  See �Risk Factors� in our Annual Report on Form 10-K for the year
ended December 31, 2007 and any additional �Risk Factors� set forth in any applicable prospectus supplement.

Prospectus dated February 25, 2008.
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ABOUT THIS PROSPECTUS

This prospectus is part of a shelf registration statement that we have filed with the Securities and Exchange
Commission (the �SEC�). By using a shelf registration statement, we may sell, at any time and from time to time, in one
or more offerings, the securities identified in this prospectus. Each time we sell securities, we will provide a
prospectus supplement that contains specific information about the terms of those securities. The prospectus
supplement may also add, update or change information contained in this prospectus and in the event the information
set forth in a prospectus supplement differs in any way from the information set forth in the prospectus, you should
rely on information set forth in the prospectus supplement. The rules of the SEC allow us to incorporate by reference
information into this prospectus. The information incorporated by reference is considered to be part of this prospectus,
and information that we file later with the SEC will automatically update and supersede this information. See
�Information Incorporated by Reference.�

You should read both this prospectus and any prospectus supplement together with the additional information
described below under the heading �Where You Can Find More Information.�

We have not authorized any dealer, salesman or other person to give any information or to make any representation
other than those contained or incorporated by reference in this prospectus or any applicable supplement to this
prospectus. If anyone provides you with different or inconsistent information, you should not rely on it. We are not
making an offer to sell or a solicitation of an offer to buy securities in any jurisdiction to any person to whom it is
unlawful to make such offer or solicitation in such jurisdiction. You should assume that the information contained in
this prospectus or any applicable prospectus supplement is only correct as of their respective dates or the date of the
document in which incorporated information appears. Our business, financial condition, results of operations and
prospects may have changed since those dates.

Unless otherwise indicated or the context otherwise requires, all references in this prospectus to �we,� �us,� �our,� �JOE� and
the �Company� refer to The St. Joe Company and its subsidiaries.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports, proxy statements and other information with the SEC. Such filings are
available to the public from the SEC�s website at http://www.sec.gov. You may also read and copy any documents we
file at the SEC�s public reference room at 100 F Street, N.E., Washington, D.C. 20549. You may also obtain copies of
these documents at prescribed rates by writing to the Public Reference Section of the SEC at that address. Please call
the SEC at 1-800-SEC-0330 for further information on the public reference room. You may also inspect our SEC
filings at the offices of the New York Stock Exchange, 20 Broad Street, New York, New York 10005. Information
about us, including our filings, is also available on our website at www.JOE.com; however, that information is not
part of this prospectus or any accompanying prospectus supplement.

INFORMATION INCORPORATED BY REFERENCE

The SEC allows us to incorporate by reference the information contained in documents we file with the SEC, which
means that we can disclose important information to you by referring you to those documents. The information
incorporated by reference is an important part of this prospectus and any applicable prospectus supplement. Any
statement contained in a document which is incorporated by reference in this prospectus or the applicable prospectus
supplement is automatically updated and superseded if information contained in this prospectus or any applicable
prospectus supplement, or information that we later file with the SEC, modifies or replaces that information. Any
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statement made in this prospectus or any applicable prospectus supplement concerning the contents of any contract,
agreement or other document is only a summary of the actual contract, agreement or other document. If we have filed
or incorporated by reference any contract, agreement or other document as an exhibit to the registration statement, you
should read the exhibit for a more complete understanding of the document or matter involved. Each statement
regarding a contract, agreement or other document is qualified in its entirety by reference to the actual document.

1
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We incorporate by reference the following documents we filed with the SEC (other than any information contained
therein or attached as exhibits thereto which has been furnished but not filed in accordance with SEC rules):

(1) Our Annual Report on Form 10-K for the year ended December 31, 2007, filed February 25, 2008;

(2) Our Current Reports on Form 8-K filed on January 24 and February 19, 2008; and

(3) Our Proxy Statement on Schedule 14A filed April 13, 2007.

Any documents filed by us pursuant to Sections 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934 after
the date of this prospectus and before the termination of the offering of the securities to which this prospectus relates
will automatically be deemed to be incorporated by reference in this prospectus and a part of this prospectus from the
date of filing of such documents; provided, however, that we are not incorporating any documents or information
contained therein that has been furnished but not filed with the SEC.

To receive a free copy of any of the documents incorporated by reference in this prospectus (other than exhibits unless
they are specifically incorporated by reference into those documents), call or write Investor Relations, The St. Joe
Company, 245 Riverside Avenue, Suite 500, Jacksonville, Florida 32202, (866) 417-7132.

EXPERTS

The consolidated financial statements and schedule of the Company as of December 31, 2007 and 2006, and for each
of the years in the three-year period ended December 31, 2007 have been incorporated by reference herein in reliance
upon the reports of KPMG LLP, independent registered public accounting firm, incorporated by reference herein, and
upon the authority of said firm as experts in accounting and auditing. The report of KPMG LLP with respect to the
consolidated financial statements and schedule contains an explanatory paragraph referring to the Company�s adoption
of Statements of Financial Accounting Standards No. 123(R), Share-Based Payment, as of January 1, 2006 and
No. 158, Employers� Accounting for Defined Benefit Pension and Other Postretirement Plans, as of December 31,
2006.

2
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PART II

Information Not Required in Prospectus

Item 14. Other Expenses of Issuance and Distribution

The following is a statement of the expenses (all of which are estimated) to be incurred by us in connection with the
issuance and distribution of the securities, other than underwriting discounts and commissions.

Amount
to be paid

SEC registration fee $ (1)
Legal fees and expenses 25,000
Accounting fees and expenses 60,000
Printing fees 10,000
Rating agency fees (2)
Trustee�s fees and expenses 10,000
Miscellaneous 5,000

Total $ 110,000

(1) Deferred in reliance upon Rule 456(b) and 457(r).

(2) Rating agency fees are calculated in part based on the amount of securities offered and accordingly cannot be
estimated at this time.

Item 15. Indemnification of Directors and Officers

JOE has the authority under Section 607.0850 of the Florida Business Corporation Act (�FBCA�) to indemnify its
directors and officers to the extent provided in such statute. The provisions of the FBCA authorize a corporation to
indemnify its officers and directors in connection with any proceeding brought against them if the person acted in
good faith and in a manner which the person reasonably believed to be in, or not opposed to, the best interests of the
corporation and, with respect to any criminal action, had no reasonable cause to believe the person�s conduct was
unlawful. Unless a determination is made by a court, the determination of whether a director, officer or employee has
acted in accordance with the applicable standard of conduct must be made by (1) a majority vote of a quorum
consisting of directors who were not parties to the proceeding or a committee consisting solely of two or more
directors who were not parties to the proceeding, (2) independent legal counsel selected by a majority vote of a
quorum consisting of directors who were not parties to the proceeding or committee of directors (or selected by the
full board if a quorum or committee cannot be obtained), or (3) the affirmative vote of the majority of a quorum
consisting of the corporation�s shareholders who were not parties to the proceeding (or by a majority vote of the
corporation�s shareholders who were not parties to the proceeding if a quorum cannot be obtained).

The FBCA further provides that a corporation may make any other or further indemnity by resolution, bylaw,
agreement, vote of shareholder or disinterested directors or otherwise, except with respect to certain enumerated acts
or omissions of such persons. Florida law prohibits indemnification or advancement of expenses if a judgment or
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other final adjudication establishes that the actions of a director, officer or employee constitute (1) a violation of
criminal law, unless the person had reasonable cause to believe his conduct was lawful, (2) a transaction from which
such person derived an improper personal benefit, (3) willful misconduct or conscious disregard for the best interests
of the corporation in the case of a derivative action by a shareholder, or (4) in the case of a director, a circumstance
under which a director would be liable for improper distributions under Section 607.0834 of the FBCA. The FBCA
does not affect a director�s responsibilities under any other law, such as federal securities laws.

II-1
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Article III, Section 8 of JOE�s Amended and Restated By-Laws provides as follows with respect to the indemnification
of our officers and directors:

The Company shall indemnify and reimburse and advance expenses for any Director and officer, and for any Director
and officer of another corporation, partnership, joint venture, trust or other enterprise serving at the request of the
Company, whether or not then in office, and his or her executor, administrator and heirs, and may indemnify, and
advance expenses incurred by, employees and agents of the Company, against all Liabilities (as defined in
Section 607.0850 of the Act) incurred, including but not limited to, judgments, costs and counsel fees in connection
with the defense of any litigation, civil or administrative action, suit or proceeding, to which he or she may have been
made a party because he or she is or was a Director, officer, employee or agent of the Company or he or she was
serving at the request of the Company as a Director or officer of another corporation, partnership, joint venture, trust
or other enterprise.

Item 16. Exhibits

Exhibit
Incorporated by

Reference
No. Description to Filings Indicated

1.1 Form of Underwriting Agreement *
4.1 Form of Trust Indenture between The St. Joe Company and the trustee for

debt securities (including form of debt securities)
**

4.2 Form of Trust Indenture between The St. Joe Company and the trustee for
subordinated debt securities (including form of subordinated debt securities)

**

4.3 Form of Unit Agreement (including form of unit certificates) *
4.4 Form of Purchase Contract Agreement *
4.5 Form of Preferred Stock Designations (including form of Preferred Stock) *
5.1 Opinion of Christine M. Marx, General Counsel *
12.1 Statement re computation of ratios of earnings to fixed charges *
23.1 Consent of KPMG LLP **
23.2 Consent of Christine M. Marx, General Counsel (included in Exhibit 5.1) *
24.1 Power of Attorney (included on signature page)
25.1 Statement of Eligibility on Form T-1 of Branch Banking and Trust

Company, as trustee for debt securities
**

25.2 Statement of Eligibility on Form T-1 of Branch Banking and Trust
Company, as trustee for subordinated debt securities

**

* To be filed as an exhibit to a Current Report on Form 8-K and incorporated herein by reference or as a
post-effective amendment.

** Filed herewith.

Item 17. Undertakings

The undersigned Registrant hereby undertakes:
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(1) To file, during any period in which offers or sales are being made, a post-effective amendment to this registration
statement:

(i) to include any prospectus required by Section 10(a)(3) of the Securities Act of 1933;

(ii) to reflect in the prospectus any facts or events arising after the effective date of the registration statement (or the
most recent post-effective amendment thereof) which, individually or in the aggregate, represent a fundamental
change in the information set forth in the registration statement. Notwithstanding the foregoing, any increase or
decrease in volume of securities offered (if the total dollar value of securities offered would not exceed that which was
registered) and any

II-2
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deviation from the low or high end of the estimated maximum offering range may be reflected in the form of
prospectus filed with the SEC pursuant to Rule 424(b) if, in the aggregate, the changes in volume and price represent
no more than a 20 percent change in the maximum aggregate offering price set forth in the �Calculation of Registration
Fee� table in the effective registration statement; and

(iii) To include any material information with respect to the plan of distribution not previously disclosed in the
registration statement or any material change to such information in the registration statement;

provided, however, that paragraphs (i), (ii) and (iii) do not apply if the information required to be included in a
post-effective amendment by those paragraphs is contained in reports filed with or furnished to the SEC by the
Registrant pursuant to Section 13 or Section 15(d) of the Securities Exchange Act of 1934 that are incorporated by
reference in the registration statement, or is contained in a form of prospectus filed pursuant to Rule 424(b) that is part
of the registration statement.

(2) That, for the purpose of determining any liability under the Securities Act of 1933, each such post-effective
amendment shall be deemed to be a new registration statement relating to the securities offered therein, and the
offering of such Securities at that time shall be deemed to be the initial bona fide offering thereof.

(3) To remove from registration by means of a post-effective amendment any of the securities being registered which
remain unsold at the termination of the offering.

(4) That, for the purpose of determining liability under the Securities Act of 1933 to any purchaser:

(A) Each prospectus filed by a Registrant pursuant to Rule 424(b)(3) shall be deemed to be part of the registration
statement as of the date the filed prospectus was deemed part of and included in the registration statement; and

(B) Each prospectus required to be filed pursuant to Rule 424(b)(2), (b)(5) or (b)(7) as part of a registration statement
in reliance on Rule 430B relating to an offering made pursuant to Rule 415(a)(1)(i), (vii) or (x) for the purpose of
providing the information required by Section 10(a) of the Securities Act of 1933 shall be deemed to be part of and
included in the registration statement as of the earlier of the date such form of prospectus is first used after
effectiveness or the date of the first contract of sale of securities in the offering described in the prospectus. As
provided in Rule 430B, for liability purposes of the issuer and any person that is at that date an underwriter, such date
shall be deemed to be a new effective date of the registration statement relating to the securities in the registration
statement to which the prospectus relates, and the offering of such securities at that time shall be deemed to be the
initial bona fide offering thereof. Provided, however, that no statement made in a registration statement or prospectus
that is part of the registration statement or made in a document incorporated or deemed incorporated by reference into
the registration statement or prospectus that is part of the registration statement will, as to a purchaser with a time of
contract of sale prior to such effective date, supersede or modify any statement that was made in the registration
statement or prospectus that was part of the registration statement or made in any such document immediately prior to
such effective date.

(5) That, for the purpose of determining liability of the Registrant under the Securities Act of 1933 to any purchaser in
the initial distribution of the securities, the Registrant undertakes that in a primary offering of securities of the
undersigned Registrant pursuant to this registration statement, regardless of the underwriting method used to sell the
securities to the purchaser, if the securities are offered or sold to such purchaser by means of any of the following
communications, the undersigned Registrant will be a seller to the purchaser and will be considered to offer or sell
such securities to such purchaser:
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(i) Any preliminary prospectus or prospectus of the undersigned Registrant relating to the offering required to be filed
pursuant to Rule 424;

(ii) Any free writing prospectus relating to the offering prepared by or on behalf of the undersigned Registrant or used
or referred to by the undersigned Registrant;

II-3
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(iii) The portion of any other free writing prospectus relating to the offering containing material information about the
undersigned Registrant or its securities provided by or on behalf of the undersigned Registrant; and

(iv) Any other communication that is an offer in the offering made by the undersigned Registrant to the purchaser.

(6) That, for purposes of determining any liability under the Securities Act of 1933, each filing of the Registrant�s
annual report pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (and, where applicable, each
filing of an employee benefit plan�s annual report pursuant to Section 15(d) of the Securities Exchange Act of
1934) that is incorporated by reference in the registration statement shall be deemed to be a new registration statement
relating to the securities offered therein, and the offering of such securities at that time shall be deemed to be the
initial bona fide offering thereof.

(7) To file an application for the purpose of determining the eligibility of the trustee to act under subsection (a) of
Section 310 of the Trust Indenture Act in accordance with the rules and regulations prescribed by the SEC under
Section 305(b)(2) of the Trust Indenture Act.

(8) To supplement the prospectus, after the expiration of the subscription period, to set forth the results of the
subscription offer, the transactions by the underwriters during the subscription period, the amount of unsubscribed
securities to be purchased by the underwriters, and the terms of any subsequent reoffering thereof. If any public
offering by the underwriters is to be made on terms differing from those set forth on the cover page of the prospectus,
a post-effective amendment will be filed to set forth the terms of such offering.

Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to directors,
officers or persons controlling the Registrant pursuant to the foregoing provisions, the Registrant has been informed
that in the opinion of the SEC such indemnification is against public policy as expressed in the Securities Act of 1933
and is, therefore, unenforceable. In the event that a claim for indemnification against such liabilities (other than the
payment by the Registrant of expenses incurred or paid by a director, officer or controlling person of the Registrant in
the successful defense of any action, suit or proceeding) is asserted by such director, officer or controlling person in
connection with the securities being registered, that Registrant will, unless in the opinion of its counsel the matter has
been settled by controlling precedent, submit to a court of appropriate jurisdiction the question whether such
indemnification by it is against public policy as expressed in the Securities Act of 1933 and will be governed by the
final adjudication of such issue.

II-4
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SIGNATURES

Pursuant to the requirements of the Securities Act of 1933, the Registrant certifies that it has reasonable grounds to
believe that it meets all of the requirements for filing on Form S-3 and has duly caused this Registration Statement to
be signed on its behalf by the undersigned, thereunto duly authorized, in the City of Jacksonville, State of Florida, on
the 25th day of February, 2008.

THE ST. JOE COMPANY

By: /s/  Peter S. Rummell
Name: Peter S. Rummell
Title: Chariman and Chief Executive Officer

POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS that the individuals whose signatures appear below constitute and
appoint Peter S. Rummell, Wm. Britton Greene and William S. McCalmont, and each of them, his or her true and
lawful attorney-in-fact and agents with full and several power of substitution, for him or her and his or her name,
place and stead, in any and all capacities, to sign any and all amendments (including post-effective amendments) to
this Registration Statement, and to file the same, with all exhibits thereto, and all documents in connection therewith,
with the Securities and Exchange Commission, granting unto said attorneys-in-fact and agents, and each of them full
power and authority to do and perform each and every act and thing requisite and necessary to be done in and about
the premises, as fully to all intents and purposes as he or she might or could do in person, hereby ratifying and
confirming all that said attorney-in-fact and agents or any of them, or their substitutes, may lawfully do or cause to be
done.

Pursuant to the requirements of the Securities Act of 1933, this Registration Statement has been signed below by the
following persons in the capacities indicated as of February 25, 2008:

Signature Title

/s/  Peter S. Rummell

Peter S. Rummell

Chairman of the Board and Chief
Executive Officer

(Principal Executive Officer)

/s/  Wm. Britton Greene

Wm. Britton Greene

President and Chief Operating
Officer

/s/  William S. McCalmont

William S. McCalmont

Chief Financial Officer
(Principal Financial Officer)

/s/  Janna L. Connolly

Janna L. Connolly

Vice President-Controller
(Principal Accounting Officer)

/s/  Michael L. Ainslie Director
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Michael L. Ainslie

/s/  Hugh M. Durden

Hugh M. Durden

Director

/s/  Thomas A. Fanning

Thomas A. Fanning

Director

/s/  Harry H. Frampton, III

Harry H. Frampton, III

Director

II-5
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Signature Title

/s/  Dr. Adam W. Herbert, Jr.

Dr. Adam W. Herbert, Jr.

Director

/s/  Delores M. Kesler

Delores M. Kesler

Director

/s/  John S. Lord

John S. Lord

Director

/s/  Walter L. Revell

Walter L. Revell

Director

/s/  William H. Walton, III

William H. Walton, III

Director

II-6

2006 2005 2004 Oct. 31, 2003
====================================================================================================================================
Per Share Operating Performance
------------------------------------------------------------------------------------------------------------------------------------ Net
asset value, beginning of period .............................. $ 22.36 $ 23.69 $ 24.38 $ 23.88
---------------------------------------------------- Investment income--net ............................................ 2.14@@ 2.16 2.19
.39 Realized and unrealized gain (loss)--net .......................... .07 (1.09) (.70) .67 Dividends to Preferred Stock
shareholders from investment income--net (.63) (.40) (.18) (.03) ---------------------------------------------------- Total
from investment operations .................................. 1.58 .67 1.31 1.03 ---------------------------------------------------- Less
dividends to Common Stock shareholders from investment income--net (1.69) (2.00) (2.00) (.33)
---------------------------------------------------- Offering costs resulting from the issuance of Common Stock ........ -- -- --
(.04) ---------------------------------------------------- Offering and underwriting costs resulting from the issuance of
Preferred Stock ................................................. -- -- -- (.16) ---------------------------------------------------- Net asset
value, end of period .................................... $ 22.25 $ 22.36 $ 23.69 $ 24.38
==================================================== Market price per share, end of period
............................. $ 21.26 $ 21.03 $ 22.84 $ 23.60
====================================================
====================================================================================================================================
Total Investment Return**
------------------------------------------------------------------------------------------------------------------------------------ Based
on net asset value per share ................................ 7.97% 3.25% 5.86% 3.53%@
==================================================== Based on market price per share
................................... 9.69% .73% 5.44% (4.33%)@
====================================================
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====================================================================================================================================
Ratios Based on Average Net Assets of Common Stock
------------------------------------------------------------------------------------------------------------------------------------ Total
expenses, net of waiver*** .................................. 1.29% 1.26% 1.26% .49%*
==================================================== Total expenses***
................................................. 1.29% 1.26% 1.27% 1.11%*
==================================================== Total investment income--net***
................................... 9.70% 9.23% 9.04% 6.79%*
==================================================== Amount of dividends to Preferred Stock
shareholders ............... 2.84% 1.71% .76% .50%*
==================================================== Investment income to Common Stock
shareholders--net ............... 6.86% 7.52% 8.28% 6.29%*
====================================================
====================================================================================================================================
Ratios Based on Average Net Assets of Preferred Stock
------------------------------------------------------------------------------------------------------------------------------------
Dividends to Preferred Stock shareholders ......................... 4.71% 3.01% 1.39% 1.11%*
====================================================
====================================================================================================================================
Supplemental Data
------------------------------------------------------------------------------------------------------------------------------------ Net
assets applicable to Common Stock, end of period (in thousands) $228,734 $229,850 $243,492 $250,631
==================================================== Preferred Stock outstanding, end of period
(in thousands) ......... $136,500 $136,500 $136,500 $136,500
==================================================== Portfolio turnover
................................................ 19.23% 25.44% 27.11% 11.51%
====================================================
====================================================================================================================================
Leverage
------------------------------------------------------------------------------------------------------------------------------------ Asset
coverage per $1,000 ......................................... $ 2,676 $ 2,684 $ 2,784 $ 2,836
====================================================
====================================================================================================================================
Dividends Per Share on Preferred Stock Outstanding++
------------------------------------------------------------------------------------------------------------------------------------ Series
M7--Investment income--net ................................. $ 1,180 $ 747 $ 347 $ 55
==================================================== Series T7--Investment income--net
................................. $ 1,178 $ 759 $ 346 $ 50
==================================================== * Annualized. ** Total investment returns
based on market value, which can be significantly greater or lesser than the net asset value, may result in substantially
dif ferent returns. Total investment returns exclude the effects of sales charges. *** Do not reflect the effect of
dividends to Preferred Stock shareholders. + Commencement of operations. ++ The Fund's Preferred Stock was issued
on August 26, 2003. @ Aggregate total investment return. @@ Based on average shares outstanding. See Notes to
Financial Statements. ANNUAL REPORTS OCTOBER 31, 2006 17 Financial Highlights (concluded) BlackRock
Preferred Income Strategies Fund, Inc. For the Year Ended For the Period October 31, March 28, The following per
share data and ratios have been derived ------------------------------------ 2003+ to from information provided in the
financial statements. 2006 2005 2004 Oct. 31, 2003
====================================================================================================================================
Per Share Operating Performance
------------------------------------------------------------------------------------------------------------------------------------ Net
asset value, beginning of period .............................. $ 22.26 $ 23.48 $ 24.53 $ 23.88
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---------------------------------------------------- Investment income--net ............................................ 2.03@@ 2.09@@
2.14@@ 1.14 Realized and unrealized gain (loss)--net .......................... .32 (.91) (.78) .61 Dividends and distributions
to Preferred Stock shareholders: Investment income--net ........................................ (.65) (.40) (.18) (.07) Realized
gain--net ............................................ -- -- (.01) -- ---------------------------------------------------- Total from investment
operations .................................. 1.70 .78 1.17 1.68 ---------------------------------------------------- Less dividends and
distributions to Common Stock shareholders: Investment income--net ........................................ (1.51) (2.00) (2.13)
(.87) Realized gain--net ............................................ -- -- (.09) -- Tax return of capital ......................................... (.09)
-- -- -- ---------------------------------------------------- Total dividends and distributions to Common Stock shareholders
.... (1.60) (2.00) (2.22) (.87) ---------------------------------------------------- Offering costs resulting from the issuance of
Common Stock ........ -- -- -- (.01) ---------------------------------------------------- Offering and underwriting costs
resulting from the issuance of Preferred Stock ................................................. -- -- -- (.15)
---------------------------------------------------- Net asset value, end of period .................................... $ 22.36 $ 22.26 $
23.48 $ 24.53 ==================================================== Market price per share, end of
period ............................. $ 20.12 $ 21.20 $ 22.87 $ 23.69
====================================================
====================================================================================================================================
Total Investment Return**
------------------------------------------------------------------------------------------------------------------------------------ Based
on net asset value per share ................................ 8.77% 3.73% 5.22% 6.47%@
==================================================== Based on market price per share
................................... 2.77% 1.43% 6.12% (1.80%)@
====================================================
====================================================================================================================================
Ratios Based on Average Net Assets of Common Stock
------------------------------------------------------------------------------------------------------------------------------------ Total
expenses, net of waiver*** .................................. 1.23% 1.20% 1.19% .79%*
==================================================== Total expenses***
................................................. 1.23% 1.20% 1.19% 1.05%*
==================================================== Total investment income--net***
................................... 9.26% 8.96% 8.93% 8.31%*
==================================================== Amount of dividends to Preferred Stock
shareholders ............... 2.96% 1.73% .74% .49%*
==================================================== Investment income to Common Stock
shareholders--net ............... 6.30% 7.23% 8.19% 7.82%*
====================================================
====================================================================================================================================
Ratios Based on Average Net Assets of Preferred Stock
------------------------------------------------------------------------------------------------------------------------------------
Dividends to Preferred Stock shareholders ......................... 4.80% 2.97% 1.32% 1.05%*
====================================================
====================================================================================================================================
Supplemental Data
------------------------------------------------------------------------------------------------------------------------------------ Net
assets applicable to Common Stock, end of period (in thousands) $907,897 $903,601 $952,973 $995,722
==================================================== Preferred Stock outstanding, end of period
(in thousands) ......... $550,000 $550,000 $550,000 $550,000
==================================================== Portfolio turnover
................................................ 17.73% 27.96% 22.56% 27.31%
====================================================
====================================================================================================================================
Leverage
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------------------------------------------------------------------------------------------------------------------------------------ Asset
coverage per $1,000 ......................................... $ 2,651 $ 2,643 $ 2,733 $ 2,810
====================================================
====================================================================================================================================
Dividends Per Share on Preferred Stock Outstanding++
------------------------------------------------------------------------------------------------------------------------------------ Series
M7--Investment income--net ................................. $ 1,180 $ 744 $ 330 $ 127
==================================================== Series T7--Investment income--net
................................. $ 1,175 $ 757 $ 329 $ 122
==================================================== Series W7--Investment income--net
................................. $ 1,183 $ 734 $ 327 $ 122
==================================================== Series TH7--Investment income--net
................................ $ 1,179 $ 737 $ 320 $ 184
==================================================== Series F7--Investment income--net
................................. $ 1,178 $ 740 $ 326 $ 125
==================================================== Series W28--Investment income--net
................................ $ 1,221 $ 751 $ 338 $ 105
==================================================== Series TH28--Investment income--net
............................... $ 1,258 $ 733 $ 324 $ 95
==================================================== * Annualized. ** Total investment returns
based on market value, which can be significantly greater or lesser than the net asset value, may result in substantially
dif ferent returns. Total investment returns exclude the effects of sales charges. *** Do not reflect the effect of
dividends to Preferred Stock shareholders. + Commencement of operations. ++ The Fund's Preferred Stock was issued
on May 16, 2003. @ Aggregate total investment return. @@ Based on average shares outstanding. See Notes to
Financial Statements. 18 ANNUAL REPORTS OCTOBER 31, 2006 Notes to Financial Statements 1. Significant
Accounting Policies: On September 29, 2006, Preferred and Corporate Income Strategies Fund, Inc. and Preferred
Income Strategies Fund, Inc. were renamed BlackRock Preferred and Corporate Income Strategies Fund, Inc. and
BlackRock Preferred Income Strategies Fund, Inc. (the "Funds" or individually as the "Fund"), respectively. The
Funds are registered under the Investment Company Act of 1940, as amended, as diversified, closed-end management
investment companies. The Funds' financial statements are prepared in conformity with U.S. generally accepted
accounting principles, which may require the use of management accruals and estimates. Actual results may differ
from these estimates. The Funds' Common Stock shares are listed on the New York Stock Exchange ("NYSE") under
the symbol PSW for BlackRock Preferred and Corporate Income Strategies Fund, Inc. and PSY for BlackRock
Preferred Income Strategies Fund, Inc. The following is a summary of significant accounting policies followed by the
Funds. (a) Valuation of investments--Debt securities are traded primarily in the over-the-counter ("OTC") markets and
are valued at the last available bid price in the OTC market or on the basis of values obtained by a pricing service.
Pricing services use valuation matrixes that incorporate both dealer- supplied valuations and valuation models. The
procedures of the pricing service and its valuations are reviewed by the officers of each of the Funds under the general
direction of the respective Board of Directors. Such valuations and procedures will be reviewed periodically by the
Board of Directors of the respective Funds. Financial futures contracts and options thereon, which are traded on
exchanges, are valued at their closing prices as of the close of such exchanges. Options written or purchased are
valued at the last sales price in the case of exchange-traded options. Options traded in the OTC market are valued at
the last asked price (options written) or the last bid price (options purchased). Swap agreements are valued based upon
quoted fair valuations received daily by each Fund from a pricing service or counterparty. Short-term investments
with a remaining maturity of 60 days or less are valued at amortized cost, which approximates market value, under
which method the investment is valued at cost and any premium or discount is amortized on a straight line basis to
maturity. Valuation of other short-term investment vehicles is generally based on the net asset value of the underlying
investment vehicle or amortized cost. Repurchase agreements are valued at cost plus accrued interest. Investments in
open-end investment companies are valued at their net asset value each business day. Securities and other assets for
which market quotations are not readily available are valued at fair value as determined in good faith by or under the
direction of each Fund's Board of Directors. Equity securities held by the Funds that are traded on stock exchanges or
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the Nasdaq National Market are valued at the last sale price or official close price on the exchange, as of the close of
business on the day the securities are being valued or, lacking any sales, at the last available bid price for long
positions, and at the last available asked price for short positions. In cases where equity securities are traded on more
than one exchange, the securities are valued on the exchange designated as the primary market by or under the
authority of the Board of Directors of each Fund. Long positions traded in the OTC markets, Nasdaq Small Cap or
Bulletin Board are valued at the last available bid price obtained from one or more dealers or pricing services
approved by the Board of Directors of each Fund. Short positions traded in the OTC markets are valued at the last
available asked price. Portfolio securities that are traded both in the OTC markets and on a stock exchange are valued
according to the broadest and most representative market. Generally, trading in foreign securities, as well as U.S.
government securities and money market instruments, is substantially completed each day at various times prior to the
close of business on the NYSE. The values of such securities used in computing the net asset value of the Funds'
shares are determined as of such times. Foreign currency exchange rates will be determined as of the close of business
on the NYSE. Occasionally, events affecting the values of such securities and such exchange rates may occur between
the times at which they are determined and the close of business on the NYSE that may not be reflected in the
computation in each of the Funds' net asset value. If events (for example, a company announcement, market volatility
or a natural disaster) occur during such periods that are expected to materially affect the value of such securities, those
securities may be valued at their fair value as determined in good faith by each Fund's Board of Directors or by the
Manager using a pricing service and/or procedures approved by each Fund's Board of Directors. (b) Derivative
financial instruments--Each Fund may engage in various portfolio investment strategies both to increase the return of
each Fund and to hedge, or protect, its exposure to interest rate movements and movements in the securities markets.
Losses may arise due to changes in the value of the contract or if the counterparty does not perform under the contract.
o Options--Each Fund may write and purchase call and put options. When the Fund writes an option, an amount
ANNUAL REPORTS OCTOBER 31, 2006 19 Notes to Financial Statements (continued) equal to the premium
received by the Fund is reflected as an asset and an equivalent liability. The amount of the liability is subsequently
marked-to-market to reflect the current market value of the option written. When a security is purchased or sold
through an exercise of an option, the related premium paid (or received) is added to (or deducted from) the basis of the
security acquired or deducted from (or added to) the proceeds of the security sold. When an option expires (or the
Fund enters into a closing transaction), the Fund realizes a gain or loss on the option to the extent of the premiums
received or paid (or gain or loss to the extent the cost of the closing transaction exceeds the premium paid or
received). Written and purchased options are non-income producing investments. o Financial futures contracts--Each
Fund may purchase or sell financial futures contracts and options on such financial futures contracts. Financial futures
contracts are contracts for delayed delivery of securities at a specific future date and at a specific price or yield. Upon
entering into a contract, the Fund deposits and maintains as collateral such initial margin as required by the exchange
on which the transaction is effected. Pursuant to the contract, the Fund agrees to receive from or pay to the broker an
amount of cash equal to the daily fluctuation in value of the contract. Such receipts or payments are known as
variation margin and are recorded by the Fund as unrealized gains or losses. When the contract is closed, the Fund
records a realized gain or loss equal to the difference between the value of the contract at the time it was opened and
the value at the time it was closed. o Swaps--Each Fund may enter into swap agreements, which are OTC contracts in
which the Fund and a counterparty agree to make periodic net payments on a specified notional amount. The net
payments can be made for a set period of time or may be triggered by a predetermined credit event. The net periodic
payments may be based on a fixed or variable interest rate; the change in market value of a specified security, basket
of securities, or index; or the return generated by a security. These periodic payments received or made by the Fund
are recorded in the accompanying Statements of Operations as realized gains or losses, respectively. Gains or losses
are also realized upon termination of the swap agreements. Swaps are marked-to-market daily and changes in value
are recorded as unrealized appreciation (depreciation). Risks include changes in the returns of the underlying
instruments, failure of the counterparties to perform under the contracts' terms and the possible lack of liquidity with
respect to the swap agreements. (c) Income taxes--It is each Fund's policy to comply with the requirements of the
Internal Revenue Code applicable to regulated investment companies and to distribute substantially all of its taxable
income to its shareholders. Therefore, no federal income tax provision is required. (d) Security transactions and
investment income--Security transactions are recorded on the dates the transactions are entered into (the trade dates).
Realized gains and losses on security transactions are determined on the identified cost basis. Dividend income is
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recorded on the ex-dividend dates. Interest income is recognized on the accrual basis. The Funds amortize all
premiums and discounts on debt securities. (e) Dividends and distributions--Dividends from net investment income
are declared and paid monthly. Distributions of capital gains are recorded on the ex-dividend dates. A portion of the
dividends paid by BlackRock Preferred Income Strategies Fund, Inc. during the year ended October 31, 2006 are
characterized as a tax return of capital. (f) Securities lending--Each Fund may lend securities to financial institutions
that provide cash or securities issued or guaranteed by the U.S. government as collateral, which will be maintained at
all times in an amount equal to at least 100% of the current market value of the loaned securities. The market value of
the loaned securities is determined at the close of business of the Fund and any additional required collateral is
delivered to the Fund on the next business day. Where the Fund receives securities as collateral for the loaned
securities, it collects a fee from the borrower. The Fund typically receives the income on the loaned securities but does
not receive the income on the collateral. Where the Fund receives cash collateral, it may invest such collateral and
retain the amount earned on such investment, net of any amount rebated to the borrower. Loans of securities are
terminable at any time and the borrower, after notice, is required to return borrowed securities within five business
days. The Fund may pay reasonable finder's, lending agent, administrative and custodial fees in connection with its
loans. In the event that the borrower defaults on its obligation to return borrowed securities because of insolvency or
for any other reason, the Fund could experience delays and costs in gaining access to the collateral. The Fund also
could suffer a loss where the value of the collateral falls below the market value of the borrowed securities, in the
event of borrower 20 ANNUAL REPORTS OCTOBER 31, 2006 Notes to Financial Statements (continued) default or
in the event of losses on investments made with cash collateral. (g) Recent accounting pronouncements--In July 2006,
the Financial Accounting Standards Board ("FASB") issued Interpretation No. 48 ("FIN 48"), "Accounting for
Uncertainty in Income Taxes--an interpretation of FASB Statement No. 109." FIN 48 prescribes the minimum
recognition threshold a tax position must meet in connection with accounting for uncertainties in income tax positions
taken or expected to be taken by an entity including mutual funds before being measured and recognized in the
financial statements. Adoption of FIN 48 is required for fiscal years beginning after December 15, 2006. The impact
on the Funds' financial statements, if any, is currently being assessed. In addition, in September 2006, Statement of
Financial Accounting Standards No. 157, "Fair Value Measurements" ("FAS 157"), was issued and is effective for
fiscal years beginning after November 15, 2007. FAS 157 defines fair value, establishes a framework for measuring
fair value and expands disclosures about fair value measurements. Management is currently evaluating the implication
of FAS 157. At this time its impact on the Funds' financial statements has not been determined. (h)
Reclassifications--BlackRock Preferred and Corporate Income Strategies Fund, Inc. U.S. generally accepted
accounting principles require that certain components of net assets be adjusted to reflect permanent differences
between financial and tax reporting. Accordingly, during the current year, $243,172 has been reclassified between
accumulated net realized capital losses and accumulated distributions in excess of net investment income as a result of
permanent differences attributable to the classification of investments and swap agreements. This reclassification has
no effect on net assets or net asset values per share. BlackRock Preferred Income Strategies Fund, Inc. U.S. generally
accepted accounting principles require that certain components of net assets be adjusted to reflect permanent
differences between financial and tax reporting. Accordingly, during the current year, $3,547,483 has been reclassified
between paid in capital in excess of par and accumulated distributions in excess of net investment income and
$803,461 has been reclassified between accumulated net realized capital losses and accumulated distributions in
excess of net investment income as a result of permanent differences attributable to swap agreements. These
reclassifications have no effect on net assets or net asset values per share. 2. Investment Advisory Agreement and
Transactions with Affiliates: On September 29, 2006, BlackRock, Inc. and Merrill Lynch & Co., Inc. ("Merrill
Lynch") combined Merrill Lynch's investment management business, Merrill Lynch Investment Managers, L.P.
("MLIM") and its affiliates, including Fund Asset Management, L.P. ("FAM"), with BlackRock, Inc. to create a new
independent company. Merrill Lynch has a 49.8% economic interest and a 45% voting interest in the combined
company and The PNC Financial Services Group, Inc. ("PNC"), has approximately a 34% economic and voting
interest. The new company operates under the BlackRock name and is governed by a board of directors with a
majority of independent members. On August 15, 2006, shareholders of each Fund approved new Investment
Advisory Agreements with BlackRock Advisors, Inc. (the "Manager"), an indirect, wholly owned subsidiary of
BlackRock, Inc. BlackRock Advisors, Inc. was recently reorganized into a limited liability company and renamed
BlackRock Advisors, LLC. The new Investment Advisory Agreement between each Fund and the Manager became
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effective on September 29, 2006. Prior to September 29, 2006, FAM was the Investment Adviser. The general partner
of FAM is Princeton Services, Inc. ("PSI"), an indirect, wholly owned subsidiary of Merrill Lynch, which is the
limited partner. The Manager is responsible for the management of each Fund's portfolio and provides the necessary
personnel, facilities, equipment and certain other services necessary to the operations of each Fund. For such services,
each Fund pays a monthly fee at an annual rate of .60% of each Fund's average daily net assets (including proceeds
from the issuance of Preferred Stock) plus the proceeds of any outstanding borrowings used for leverage. In addition,
the Manager has entered into a sub-advisory agreement with BlackRock Financial Management, Inc., an affiliate of
the Manager, under which the Manager pays the sub-adviser for services it provides a fee equal to 59% of the
management fee paid by each Fund to the Manager. The Funds have received an exemptive order from the Securities
and Exchange Commission permitting them to lend portfolio securities to Merrill Lynch, Pierce, Fenner & Smith
Incorporated ("MLPF&S"), an affiliate of the Manager, or its affiliates. Pursuant to that order, each Fund also has
retained ANNUAL REPORTS OCTOBER 31, 2006 21 Notes to Financial Statements (continued) BlackRock
Investment Management, LLC ("BIM"), an affiliate of the Manager, as the securities lending agent for a fee based on
a share of the returns on investment of cash collateral. Prior to September 29, 2006, BIM was organized as Merrill
Lynch Investment Managers, LLC ("MLIM, LLC"), an affiliate of FAM, and MLIM, LLC was the security lending
agent. BIM, may, on behalf of the Funds, invest cash collateral received by the Funds for such loans, among other
things, in a private investment company managed by the Manager or in registered money market funds advised by the
Manager or its affiliates. The Funds reimbursed FAM and/or the Manager for certain accounting services. The
reimbursements were as follows: -------------------------------------------------------------------------------- For the Period
For the Period September 30, November 1, 2005 2006 to to September 29, October 31, 2006 2006 Reimbursement
Reimbursement to FAM to the Manager --------------------------------------------------------------------------------
BlackRock Preferred and Corporate Income Strategies Fund, Inc. ...... $ 7,390 $ 587 BlackRock Preferred Income
Strategies Fund, Inc. ............. $ 30,255 $ 2,330 --------------------------------------------------------------------------------
Prior to September 29, 2006, certain officers and/or directors of the Funds were officers and/or directors of FAM, PSI,
Merrill Lynch, MLIM, and/or MLIM, LLC. Commencing September 29, 2006, certain officers and/or directors of the
Funds are officers and/or directors of BlackRock, Inc. or its affiliates. 3. Investments: Purchases and sales of
investments, excluding short-term securities, for the year ended October 31, 2006 were as follows:
-------------------------------------------------------------------------------- BlackRock BlackRock Preferred and Preferred
Corporate Income Income Strategies Strategies Fund, Inc. Fund, Inc.
-------------------------------------------------------------------------------- Total Purchases ..................... $ 67,629,005
$250,960,505 Total Sales ......................... $107,025,376 $322,891,653
-------------------------------------------------------------------------------- 4. Stock Transactions: Each Fund is authorized to
issue 200,000,000 shares of stock, including Preferred Stock, par value $.10 per share, all of which were initially
classified as Common Stock. Each Fund's Board of Directors is authorized, however, to reclassify any unissued shares
of stock without approval of holders of Common Stock. BlackRock Preferred & Corporate Income Strategies Fund,
Inc. Shares issued and outstanding during the years ended October 31, 2006 and October 31, 2005 remained constant.
BlackRock Preferred Income Strategies Fund, Inc. Shares issued and outstanding during the years ended October 31,
2006 and October 31, 2005 increased by 13,470 as a result of dividend reinvestment and remained constant,
respectively. Preferred Stock Auction Market Preferred Stock are redeemable shares of Preferred Stock of the Funds,
with a par value of $.10 per share and liquidation preference of $25,000 per share, plus accrued and unpaid dividends,
that entitle their holders to receive cash dividends at an annual rate that may vary for the successive dividend periods.
The yields in effect at October 31, 2006 were as follows:
-------------------------------------------------------------------------------- BlackRock BlackRock Preferred and Preferred
Corporate Income Income Strategies Strategies Fund, Inc. Fund, Inc.
-------------------------------------------------------------------------------- Series M7 .............................. 5.15% 5.10% Series
T7 .............................. 5.08% 5.10% Series W7 .............................. -- 5.10% Series TH7 ............................. -- 5.10%
Series F7 .............................. -- 4.90% Series W28 ............................. -- 5.29% Series TH28 ............................ --
5.25% -------------------------------------------------------------------------------- Each Fund pays commissions to certain
broker-dealers at the end of each auction at an annual rate ranging from .25% to .375%, calculated on the proceeds of
each auction. For the year ended October 31, 2006, MLPF&S earned commissions as follows:
-------------------------------------------------------------------------------- Commissions
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-------------------------------------------------------------------------------- BlackRock Preferred and Corporate Income
Strategies Fund, Inc. ....................................... $269,877 BlackRock Preferred Income Strategies Fund, Inc. ..............
$594,588 -------------------------------------------------------------------------------- 5. Distributions to Shareholders: Each
Fund paid an ordinary income dividend to holders of Common Stock on November 30, 2006 to shareholders of record
on November 14, 2006. The amount of the ordinary income dividend per share was as follows:
-------------------------------------------------------------------------------- Per Share Amount
-------------------------------------------------------------------------------- BlackRock Preferred and Corporate Income
Strategies Fund, Inc. ....................................... $ .133333 BlackRock Preferred Income Strategies Fund, Inc. .............. $
.133333 -------------------------------------------------------------------------------- 22 ANNUAL REPORTS OCTOBER 31,
2006 Notes to Financial Statements (concluded) BlackRock Preferred and Corporate Income Strategies Fund, Inc. The
tax character of distributions paid during the fiscal years ended October 31, 2006 and October 31, 2005 was as
follows: -------------------------------------------------------------------------------- 10/31/2006 10/31/2005
-------------------------------------------------------------------------------- Distributions paid from: Ordinary income
........................ $23,770,856 $24,671,219 ------------------------------ Total taxable distributions .............. $23,770,856
$24,671,219 ============================== As of October 31, 2006, the components of accumulated
losses on a tax basis were as follows: ----------------------------------------------------------------------------- Undistributed
ordinary income ........................... -- Undistributed long-term capital gains--net .............. -- ------------ Total
undistributed earnings--net ....................... -- Capital loss carryforward ............................... $(25,060,290)* Unrealized
gains--net ................................... 10,316,079** ------------ Total accumulated losses--net ...........................
$(14,744,211) ============ * At October 31, 2006, the Fund had a net capital loss carryforward of $25,060,290,
of which $1,276,621 expires in 2011, $10,243,141 expires in 2012, $5,058,900 expires in 2013 and $8,481,628
expires in 2014. This amount will be available to offset like amounts of any future taxable gains. ** The difference
between book-basis and tax-basis net unrealized gains is attributable primarily to the realization for tax purposes of
unrealized gains (losses) on certain futures contracts, the realization for tax purposes of unrealized gains on
investments in passive foreign investment companies and other book/tax temporary differences. BlackRock Preferred
Income Strategies Fund, Inc. The tax character of distributions paid during the fiscal years ended October 31, 2006
and October 31, 2005 was as follows: -------------------------------------------------------------------------------- 10/31/2006
10/31/2005 -------------------------------------------------------------------------------- Distributions paid from: Ordinary
income ........................ $87,672,454 $97,517,449 Tax return of capital .................. 3,547,483 --
------------------------------ Total taxable distributions .............. $91,219,937 $97,517,449
============================== As of October 31, 2006, the components of accumulated losses on a tax
basis were as follows: ----------------------------------------------------------------------------- Undistributed ordinary income
........................... -- Undistributed long-term capital gains--net .............. -- ------------ Total undistributed earnings--net
....................... -- Capital loss carryforward ............................... $(92,790,096)* Unrealized gains--net
................................... 41,363,587** ------------ Total accumulated losses--net ........................... $(51,426,509)
============ * At October 31, 2006, the Fund had a net capital loss carryforward of $92,790,096, of which
$62,733,648 expires in 2012, $17,911,331 expires in 2013 and $12,145,117 expires in 2014. This amount will be
available to offset like amounts of any future taxable gains. ** The difference between book-basis and tax-basis net
unrealized gains is attributable primarily to the tax deferral of losses on wash sales, the realization for tax purposes of
unrealized gains on investments in passive foreign investment companies, the realization for tax purposes of
unrealized gains (losses) on certain futures contracts and other book/tax temporary differences. ANNUAL REPORTS
OCTOBER 31, 2006 23 Report of Independent Registered Public Accounting Firm To the Shareholders and Board of
Directors of BlackRock Preferred and Corporate Income Strategies Fund, Inc. and of BlackRock Preferred Income
Strategies Fund, Inc.: We have audited the accompanying statements of net assets, including the schedules of
investments, of BlackRock Preferred and Corporate Income Strategies Fund, Inc. and of BlackRock Preferred Income
Strategies Fund, Inc. (the "Funds") (formerly Preferred and Corporate Income Strategies Fund, Inc. and Preferred
Income Strategies Fund, Inc., respectively) as of October 31, 2006, and the related statements of operations, the
statements of changes in net assets, and the financial highlights for the year then ended. These financial statements
and financial highlights are the responsibility of the Funds' management. Our responsibility is to express an opinion
on these financial statements and financial highlights based on our audits. The respective financial statements of each
of the Funds for the year ended October 31, 2005 and the financial highlights for each of the Funds for each of the two
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years in the period ended October 31, 2005 and for the period August 1, 2003 through October 31, 2003, were audited
by other auditors whose report, dated December 9, 2005, expressed an unqualified opinion on those financial
statements and financial highlights. We conducted our audits in accordance with the standards of the Public Company
Accounting Oversight Board (United States). Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements and financial highlights are free of material misstatement.
The Funds are not required to have, nor were we engaged to perform, an audit of their internal control over financial
reporting. Our audits included consideration of internal control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Funds' internal control over financial reporting. Accordingly, we express no such opinion. An
audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. Our procedures included confirmation of securities owned as
of October 31, 2006, by correspondence with the custodians and brokers; where replies were not received from
brokers, we performed other auditing procedures. We believe that our audits provide a reasonable basis for our
opinion. In our opinion, the financial statements and financial highlights referred to above present fairly, in all
material respects, the respective financial positions of BlackRock Preferred and Corporate Income Strategies Fund,
Inc. and of BlackRock Preferred Income Strategies Fund, Inc. as of October 31, 2006, the results of their operations,
the changes in their net assets, and their financial highlights for the year then ended, in conformity with U.S. generally
accepted accounting principles. Deloitte & Touche LLP Princeton, New Jersey December 21, 2006 Change in Funds'
Independent Registered Public Accounting Firm (unaudited) On August 28, 2006, Ernst & Young llp ("E&Y")
resigned as the Independent Registered Public Accounting Firm of BlackRock Preferred and Corporate Income
Strategies Fund, Inc. and BlackRock Preferred Income Strategies Fund, Inc. (the "Funds"). E&Y's reports on the
financial statements of each Fund for the past two fiscal years did not contain an adverse opinion or a disclaimer of
opinion and were not qualified or modified as to uncertainty, audit scope or accounting principles. In connection with
its audits for the two most recent fiscal years and through August 28, 2006 (1) there were no disagreements with E&Y
on any matter of accounting principle or practice, financial statement disclosure or auditing scope or procedure,
whereby such disagreements, if not resolved to the satisfaction of E&Y, would have caused them to make reference to
the subject matter of the disagreements in connection with their report on the financial statements for such years; and
(2) there have been no reportable events (as defined in item 304(a)(1)(v) of Regulation S-K). The Audit Committee of
the Funds' Board of Directors approved the engagement of Deloitte & Touche llp as the Funds' Independent
Registered Public Accounting Firm for the fiscal year ended October 31, 2006. 24 ANNUAL REPORTS OCTOBER
31, 2006 Important Tax Information BlackRock Preferred and Corporate Income Strategies Fund, Inc. The following
information is provided with respect to the ordinary income distributions paid by the BlackRock Preferred and
Corporate Income Strategies Fund, Inc. during the fiscal year ended October 31, 2006: Common Stock Shareholders:
--------------------------------------------------------------------------------------------------------------------------- Qualified
Dividend Dividends Received Interest-Related Income for Deductions for Dividends for Non- Payable Date
Individuals* Corporations* U.S. Residents**
--------------------------------------------------------------------------------------------------------------------------- November 1,
2005 .............................. 17.61% 11.09% 0.00% November 30, 2005 ............................. 21.50% 16.87% 31.31%
December 21, 2005 - January 10, 2006 .......... 22.04% 17.66% 35.60% February 28, 2006 - September 29, 2006 ........
22.74% 14.72% 58.57%
--------------------------------------------------------------------------------------------------------------------------- Preferred Stock
Shareholders: ---------------------------------------------------------------------------------------------------------------------------
Qualified Dividend Dividends Received Interest-Related Income for Deductions for Dividends for Individuals*
Corporations* Non-U.S. Residents** --------------------------------- ---------------------------------
--------------------------------- November 2005 - January 2006 - November 2005 - January 2006 - November 2005 -
January 2006 - Payable Date December 2005 October 2006 December 2005 October 2006 December 2005 October
2006 --------------------------------------------------------------------------------------------------------------------------- Series
M-7 .. 22.04% 22.64% 17.66% 15.14% 35.60% 55.32% Series T-7 .. 22.04% 22.63% 17.66% 15.81% 35.60%
54.97% --------------------------------------------------------------------------------------------------------------------------- * The
Fund hereby designates the percentage indicated above or the maximum amount allowable by law. ** Represents the
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portion of the taxable ordinary income dividends eligible for exemption from U.S. withholding tax for nonresident
aliens and foreign corporations. BlackRock Preferred Income Strategies Fund, Inc. The following information is
provided with respect to the ordinary income distributions paid by the BlackRock Preferred Income Strategies Fund,
Inc. during the fiscal year ended October 31, 2006: Common Stock Shareholders:
--------------------------------------------------------------------------------------------------------------------------- Qualified
Dividend Dividends Received Interest-Related Income for Deductions for Dividends for Non- Payable Date
Individuals* Corporations* U.S. Residents**
--------------------------------------------------------------------------------------------------------------------------- November 1,
2005 .............................. 24.34% 15.69% 15.44% November 30, 2005 - January 10, 2006 .......... 23.49% 16.49%
24.16% February 28, 2006 - September 29, 2006 ........ 30.84% 22.83% 53.27%
--------------------------------------------------------------------------------------------------------------------------- Preferred Stock
Shareholders: ---------------------------------------------------------------------------------------------------------------------------
Qualified Dividend Dividends Received Interest-Related Income for Deductions for Dividends for Individuals*
Corporations* Non-U.S. Residents** --------------------------------- ---------------------------------
--------------------------------- November 2005 - January 2006 - November 2005 - January 2006 - November 2005 -
January 2006 - Payable Date December 2005 October 2006 December 2005 October 2006 December 2005 October
2006 --------------------------------------------------------------------------------------------------------------------------- Series
M-7 .. 23.49% 28.97% 16.49% 21.21% 24.16% 45.85% Series T-7 .. 23.49% 28.87% 16.49% 21.13% 24.16%
45.48% Series W-7 .. 23.49% 28.87% 16.49% 21.14% 24.16% 45.48% Series TH-7 . 23.49% 28.87% 16.49% 21.13%
24.16% 45.45% Series F-7 .. 23.49% 28.90% 16.49% 21.16% 24.16% 45.58% Series W-28 . 23.49% 28.77% 16.49%
20.04% 24.16% 45.07% Series TH-28 23.49% 28.75% 16.49% 20.03% 24.16% 44.99%
--------------------------------------------------------------------------------------------------------------------------- * The Fund
hereby designates the percentage indicated above or the maximum amount allowable by law. ** Represents the
portion of the taxable ordinary income dividends eligible for exemption from U.S. withholding tax for nonresident
aliens and foreign corporations. ANNUAL REPORTS OCTOBER 31, 2006 25 Proxy Results BlackRock Preferred
and Corporate Income Strategies Fund, Inc. During the six-month period ended October 31, 2006, BlackRock
Preferred and Corporate Income Strategies Fund, Inc.'s Common Stock shareholders voted on the following proposal,
which was approved at an annual shareholders' meeting on August 15, 2006. A description of the proposal and
number of shares voted were as follows: -------------------------------------------------------------------------------- Shares
Voted Shares Withheld For From Voting -------------------------------------------------------------------------------- To elect
the Fund's Directors: David O. Beim 6,878,661 242,789 James T. Flynn 6,878,411 243,039 Karen P. Robards
6,877,330 244,120 -------------------------------------------------------------------------------- During the six-month period
ended October 31, 2006, BlackRock Preferred and Corporate Income Strategies Fund, Inc.'s Preferred Stock (Series
M7 & T7) shareholders voted on the following proposal, which was approved at an annual shareholders' meeting on
August 15, 2006. A description of the proposal and number of shares voted were as follows:
-------------------------------------------------------------------------------- Shares Voted Shares Withheld For From Voting
-------------------------------------------------------------------------------- To elect the Fund's Board of Directors: Robert C.
Doll, Jr. and W. Carl Kester 1,727 105 -------------------------------------------------------------------------------- During the
six-month period ended October 31, 2006, BlackRock Preferred and Corporate Income Strategies Fund, Inc.'s
Common Stock and Preferred Stock shareholders voted on the following proposals, which were approved at an annual
shareholders' meeting on August 15, 2006. A description of the proposals and number of shares voted were as follows:
-------------------------------------------------------------------------------- Shares Voted Shares Voted Shares Voted For
Against Abstain -------------------------------------------------------------------------------- To approve a new investment
advisory agreement with BlackRock Advisors, Inc. 5,200,619 125,855 194,579
-------------------------------------------------------------------------------- To approve a contingent subadvisory agreement
with BlackRock Advisors, Inc. 5,200,343 126,670 194,040
-------------------------------------------------------------------------------- 26 ANNUAL REPORTS OCTOBER 31, 2006
Proxy Results BlackRock Preferred Income Strategies Fund, Inc. During the six-month period ended October 31,
2006, BlackRock Preferred Income Strategies Fund, Inc.'s Common Stock shareholders voted on the following
proposal, which was approved at a shareholders' meeting on August 15, 2006. A description of the proposal and
number of shares voted were as follows: -------------------------------------------------------------------------------- Shares
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Voted Shares Withheld For From Voting -------------------------------------------------------------------------------- To elect
the Fund's Directors: David O. Beim 25,322,508 1,042,585 James T. Flynn 25,316,746 1,048,347 Karen P. Robards
25,321,104 1,043,989 -------------------------------------------------------------------------------- During the six-month period
ended October 31, 2006, BlackRock Preferred Income Strategies Fund, Inc.'s Preferred Stock (Series M7, T7, W7,
TH7, F7, W28 & TH28) shareholders voted on the following proposal, which was approved at a shareholders' meeting
on August 15, 2006. A description of the proposal and number of shares voted were as follows:
-------------------------------------------------------------------------------- Shares Voted Shares Withheld For From Voting
-------------------------------------------------------------------------------- To elect the Fund's Board of Directors: Robert C.
Doll, Jr. and W. Carl Kester 12,582 188 -------------------------------------------------------------------------------- During the
six-month period ended October 31, 2006, BlackRock Preferred Income Strategies Fund, Inc.'s Common Stock and
Preferred Stock shareholders voted on the following proposals, which were approved at a shareholders' meeting on
August 15, 2006. A description of the proposals and number of shares voted were as follows:
-------------------------------------------------------------------------------- Shares Voted Shares Voted Shares Voted For
Against Abstain -------------------------------------------------------------------------------- To approve a new investment
advisory agreement with BlackRock Advisors, Inc. 20,450,508 547,131 677,726
-------------------------------------------------------------------------------- To approve a contingent subadvisory agreement
with BlackRock Advisors, Inc. 20,416,022 553,798 705,545
-------------------------------------------------------------------------------- ANNUAL REPORTS OCTOBER 31, 2006 27
Automatic Dividend Reinvestment Plan How the Plan Works--The Funds offer a Dividend Reinvestment Plan (the
"Plan") under which income and capital gains dividends paid by each Fund are automatically reinvested in additional
shares of Common Stock of each Fund. The Plan is administered on behalf of the shareholders by Computershare
Trust Company, N.A. (the "Plan Agent"). Under the Plan, whenever the Funds declare a dividend, participants in the
Plan will receive the equivalent in shares of Common Stock of each Fund. The Plan Agent will acquire the shares for
the participant's account either (i) through receipt of additional unissued but authorized shares of each Fund ("newly
issued shares") or (ii) by purchase of outstanding shares of Common Stock on the open market on the New York
Stock Exchange or elsewhere. If, on the dividend payment date, each Fund's net asset value per share is equal to or
less than the market price per share plus estimated brokerage commissions (a condition often referred to as a "market
premium"), the Plan Agent will invest the dividend amount in newly issued shares. If the Funds' net asset value per
share is greater than the market price per share (a condition often referred to as a "market discount"), the Plan Agent
will invest the dividend amount by purchasing on the open market additional shares. If the Plan Agent is unable to
invest the full dividend amount in open market purchases, or if the market discount shifts to a market premium during
the purchase period, the Plan Agent will invest any uninvested portion in newly issued shares. The shares acquired are
credited to each shareholder's account. The amount credited is determined by dividing the dollar amount of the
dividend by either (i) when the shares are newly issued, the net asset value per share on the date the shares are issued
or (ii) when shares are purchased in the open market, the average purchase price per share. Participation in the
Plan--Participation in the Plan is automatic, that is, a shareholder is automatically enrolled in the Plan when he or she
purchases shares of Common Stock of the Funds unless the shareholder specifically elects not to participate in the
Plan. Shareholders who elect not to participate will receive all dividend distributions in cash. Shareholders who do not
wish to participate in the Plan, must advise the Plan Agent in writing (at the address set forth below) that they elect not
to participate in the Plan. Participation in the Plan is completely voluntary and may be terminated or resumed at any
time without penalty by writing to the Plan Agent. Benefits of the Plan--The Plan provides an easy, convenient way
for shareholders to make additional, regular investments in the Funds. The Plan promotes a long-term strategy of
investing at a lower cost. All shares acquired pursuant to the Plan receive voting rights. In addition, if the market price
plus commissions of each Fund's shares is above the net asset value, participants in the Plan will receive shares of the
Funds for less than they could otherwise purchase them and with a cash value greater than the value of any cash
distribution they would have received. However, there may not be enough shares available in the market to make
distributions in shares at prices below the net asset value. Also, since each Fund does not redeem shares, the price on
resale may be more or less than the net asset value. Plan Fees--There are no enrollment fees or brokerage fees for
participating in the Plan. The Plan Agent's service fees for handling the reinvestment of distributions are paid for by
the Funds. However, brokerage commissions may be incurred when the Funds purchase shares on the open market
and shareholders will pay a pro rata share of any such commissions. Tax Implications--The automatic reinvestment of
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dividends and distributions will not relieve participants of any federal, state or local income tax that may be payable
(or required to be withheld) on such dividends. Therefore, income and capital gains may still be realized even though
shareholders do not receive cash. Contact Information--All correspondence concerning the Plan, including any
questions about the Plan, should be directed to the Plan Agent at Computershare Trust Company, N.A., P.O. Box
43010, Providence, RI 02940-3010, Telephone: 800-426-5523. 28 ANNUAL REPORTS OCTOBER 31, 2006
Disclosure of Investment Advisory Agreement Disclosure of FAM Investment Advisory Agreement The Board of
Directors of each Fund met in May 2006 to consider approval of the Fund's investment advisory agreement with Fund
Asset Management, L.P. ("FAM"), each Fund's investment adviser at that time. Activities and Composition of the
Boards All but one member of each Fund's Board is an independent director whose only affiliation with FAM or other
Merrill Lynch affiliates was as a director of each Fund and as a director or trustee of certain other funds advised by
FAM or its affiliates. The Chairman of each Board is an independent director. New director nominees are chosen by a
Nominating Committee comprised entirely of independent directors. All independent directors also are members of
each Board's Audit Committee, and the independent directors meet in executive session at each in-person Board
meeting. Each Board and each Board's Audit Committee meet in-person for at least two days each quarter and conduct
other in-person and telephone meetings throughout the year, some of which are formal Board meetings and some of
which are informational meetings. Independent counsel to the independent directors attends all in-person Board and
Audit Committee meetings and other meetings at the independent directors' request. FAM Investment Advisory
Agreements--Matters Considered by the Boards Every year, each Fund's Board considers approval of the Fund's
investment advisory agreement. Each Board assesses the nature, scope and quality of the services provided to the
Fund by the personnel of the investment adviser and its affiliates, including administrative services, shareholder
services, oversight of fund accounting, marketing services and assistance in meeting legal and regulatory
requirements. Each Board also receives and assesses information regarding the services provided to the Fund by
certain unaffiliated service providers. At various times throughout the year, each Board also considers a range of
information in connection with its oversight of the services provided by the investment adviser and its affiliates.
Among the matters considered are: (a) fees (in addition to management fees) paid to the investment adviser and its
affiliates by the Fund; (b) Fund operating expenses paid to third parties; (c) the resources devoted to and compliance
reports relating to each Fund's investment objective, policies and restrictions, and the Fund's compliance with its Code
of Ethics and compliance policies and procedures; and (d) the nature, cost and character of non-investment
management services provided by the investment adviser and its affiliates. Each Board noted its view of FAM as one
of the most experienced global asset management firms and considered the overall services provided by FAM to be of
high quality. Each Board also noted its view of FAM as financially sound and well managed and noted FAM's
affiliation with one of America's largest financial firms. Each Board works closely with the investment adviser in
overseeing the investment adviser's efforts to achieve good performance. As part of this effort, each Board discusses
portfolio manager effectiveness and, when performance is not satisfactory, discusses with the investment adviser
taking steps such as changing investment personnel. Annual Consideration of Approval by the Boards In the period
prior to the Board meeting to consider renewal of the investment advisory agreement, each Board requests and
receives materials specifically relating to the investment advisory agreement. These materials are prepared separately
for each Fund and include (a) information compiled by Lipper Inc. ("Lipper") on the fees and expenses, investment
performance and leverage of the Fund as compared to a comparable group of funds as classified by Lipper; (b)
information comparing each Fund's market price with its net asset value per share; (c) a discussion by the Fund's
portfolio management team regarding investment strategies used by the Fund during its most recent fiscal year; (d)
information on the profitability to the investment adviser and its affiliates of the investment advisory agreement and
other relationships with the Fund; and (e) information provided by the investment adviser concerning investment
advisory fees charged to other clients under a similar investment mandate. Each Board also considers other matters it
deems important to the approval process, such as payments made to the investment adviser or its affiliates in
connection with services related to the valuation and pricing of Fund portfolio holdings, the Fund's portfolio turnover
statistics, allocation of Fund brokerage fees and direct and indirect benefits to the investment adviser and its affiliates
from their relationship with the Fund. Neither Board identified any particular information as controlling, and each
member of the Boards attributed different weights to the various items considered. Certain Specific Renewal Data In
connection with the most recent renewal of each Fund's investment advisory agreement with FAM (the "FAM Invest-
ANNUAL REPORTS OCTOBER 31, 2006 29 Disclosure of Investment Advisory Agreement (concluded) ment
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Advisory Agreement") in May 2006, the independent directors' and the Board's review included the following:
Services Provided by the Investment Adviser--Each Board reviewed the nature, extent and quality of services
provided by FAM, including the investment advisory services and the resulting performance of each Fund. Each
Board focused primarily on FAM's investment advisory services and the Fund's investment performance. Each Board
compared Fund performance--both including and excluding the effects of the Fund's fees and expenses--to the
performance of a comparable group of funds and the performance of a relevant index or combination of indexes.
While each Board reviews performance data at least quarterly, consistent with the investment adviser's investment
goals, each Board attaches more importance to performance over relatively long periods of time, typically three to five
years, or a shorter period in the case of a fund that has been in existence less than five years. According to Lipper's
ranking of all closed-end leveraged income and preferred stock funds, for the period ended February 28, 2006, the
performance of BlackRock Preferred Income Strategies Fund, Inc. after fees and expenses ranked in the fifth quintile
for each of the one-year period and the period since inception on March 28, 2003. According to Lipper's ranking of all
closed-end income and preferred stock funds, for the period ended February 28, 2006, the performance of BlackRock
Preferred and Corporate Income Strategies Fund after fees and expenses ranked in the fifth quintile for each of the
one-year period and the period since inception on August 1, 2003. Each Board concluded that the nature and quality of
the services supported the continuation of the Fund's FAM Investment Advisory Agreement. FAM's Personnel and
Investment Process--Each Board reviews at least annually the Fund's investment objectives and strategies. Each Board
discussed with FAM's senior management responsible for investment operations and the senior management of FAM's
taxable fixed-income investing group the strategies being used to achieve the stated objectives. Among other things,
each Board considered the size, education and experience of FAM's investment staff, its use of technology, and FAM's
approach to training and retaining portfolio managers and other research, advisory and management personnel. Each
Board also reviewed FAM's compensation policies and practices with respect to the Fund's portfolio managers. Each
Board also considered the experience of Mr. Burger and Mr. Musmanno, each Fund's portfolio managers at that time.
The Boards considered the extensive experience of FAM and its investment staff in analyzing and managing the types
of investments used by the Funds. The Boards concluded that the Funds benefit from that experience. Management
Fees and Other Expenses--Each Board reviews the Fund's contractual management fee rate and actual management
fee rate as a percentage of total assets at common asset levels--the actual rate includes advisory and administrative
service fees and the effects of any fee waivers--compared to the other funds considered comparable by Lipper. Each
Board also compares the Fund's total expenses to those of other comparable funds. The Boards noted that FAM had
advised the Boards that it had no other comparable accounts with similar investment mandates. With respect to
BlackRock Preferred Income Strategies Fund, Inc., the Fund's Board noted that the contractual management fee rate
was lower than the median and the actual management fee rate including leverage was at the median of such fees
charged by comparable funds, as determined by Lipper, while the Fund's total expenses were slightly higher than the
median of total expenses for such comparable funds. With respect to BlackRock Preferred and Corporate Income
Strategies Fund, Inc., the Fund's Board noted that the contractual management fee rate and the actual management fee
rate including leverage were lower than the medians of such fees charged by comparable funds, as determined by
Lipper, and the Fund's total expenses were also lower than the median of total expenses for such comparable funds.
Each Fund's Board concluded that the Fund's management fee rate and overall expense ratio were reasonable
compared to those of other comparable funds. Profitability--Each Board considers the cost of the services provided to
the Fund by the investment adviser and the investment adviser's and its affiliates' profits relating to the management
and distribution of the Fund and the funds advised by the investment manager and its affiliates. As part of its analysis,
each Fund's Board reviewed FAM's methodology in allocating its costs to the management of the Fund and concluded
that there was a reasonable basis for the allocation. Each Board concluded that the profits of FAM and its affiliates
were acceptable in relation to the nature and quality of services provided and given the level of fees and expenses
overall. Economies of Scale--Each Board considered the extent to which economies of scale might be realized as the
assets of the Fund increase and whether there should be changes in the management fee rate or structure in order to
enable the Fund to participate in these economies of scale. Because each Fund is a closed-end fund, each Fund's Board
concluded 30 ANNUAL REPORTS OCTOBER 31, 2006 that the assets of the Fund are unlikely to increase
significantly and that the current advisory fee appropriately reflects any economies of scale. Each Board determined
that the management fee structure was reasonable and that no changes were currently necessary. Conclusion After the
independent directors of each Board deliberated in executive session, the entire Board of each Fund, including all of
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the independent directors, approved the renewal of the pertinent existing Investment Advisory Agreement, concluding
that the advisory fee was reasonable in relation to the services provided and that a contract renewal was in the best
interests of the shareholders. Disclosure of New Investment Advisory Agreements New BlackRock Investment
Advisory Agreements--Matters Considered by the Boards In connection with the combination of Merrill Lynch's
investment advisory business, including Fund Asset Management, L.P. (the "Previous Investment Adviser"), with that
of BlackRock, Inc. ("BlackRock") to create a new independent company ("New BlackRock") (the "Transaction"),
each Fund's Board of Directors considered and approved a new investment advisory agreement (each, a "BlackRock
Investment Advisory Agreement") between the Fund and BlackRock Advisors, LLC ("BlackRock Advisors"). Each
Fund's shareholders subsequently approved the Fund's BlackRock Investment Advisory Agreement and it became
effective on September 29, 2006, replacing the Fund's investment advisory agreement with the Previous Investment
Adviser (each, a "Previous Investment Advisory Agreement"). Each Board discussed the Fund's BlackRock
Investment Advisory Agreement at telephonic and in-person meetings held during April and May 2006. Each Fund's
Board, including the independent directors, approved the Fund's BlackRock Investment Advisory Agreement at an
in-person meeting held on May 10, 2006. To assist each Fund's Board in its consideration of the Fund's BlackRock
Investment Advisory Agreement, BlackRock provided materials and information about BlackRock, including its
financial condition and asset management capabilities and organization, and Merrill Lynch provided materials and
information about the Transaction. Each Fund's independent directors, through their independent legal counsel, also
requested and received additional information from Merrill Lynch and BlackRock in connection with their
consideration of the Fund's BlackRock Investment Advisory Agreement. The additional information was provided in
advance of the May 10, 2006 meetings. In addition, each Fund's independent directors consulted with their counsel
and Fund counsel on numerous occasions, discussing, among other things, the legal standards and certain other
considerations relevant to the directors' deliberations. At each Fund's Board meetings, the directors discussed with
Merrill Lynch management and certain BlackRock representatives the Transaction, its strategic rationale and
BlackRock's general plans and intentions regarding the Fund. At these Board meetings, representatives of Merrill
Lynch and BlackRock made presentations to and responded to questions from the Boards. The directors also inquired
about the plans for and anticipated roles and responsibilities of certain employees and officers of the Previous
Investment Adviser, and of its affiliates, to be transferred to BlackRock in connection with the Transaction. The
independent directors also conferred separately and with their counsel about the Transaction and other matters related
to the Transaction on a number of occasions, including in connection with the April and May 2006 meetings. After the
presentations and after reviewing the written materials provided, each Fund's independent directors met in executive
sessions with their counsel to consider the Fund's BlackRock Investment Advisory Agreement. In connection with the
directors' review of each Fund's BlackRock Investment Advisory Agreement, Merrill Lynch and/or BlackRock
advised the directors about a variety of matters. The advice included the following, among other matters: o that there
was not expected to be any diminution in the nature, quality and extent of services provided to either of the Funds or
its shareholders by BlackRock Advisors, including compliance services; o that operation of New BlackRock as an
independent investment management firm would enhance its ability to attract and retain talented professionals; o that
each Fund was expected to benefit from having access to BlackRock's state of the art technology and risk ANNUAL
REPORTS OCTOBER 31, 2006 31 Disclosure of New Investment Advisory Agreements (continued) management
analytic tools, including investment tools, provided under the BlackRock Solutions(R) brand name; o that BlackRock
had no present intention to alter any applicable expense waivers or reimbursements that were currently in effect and,
while it reserved the right to do so in the future, it would seek Board approval before making any changes; o that in
connection with the Transaction, Merrill Lynch and BlackRock had agreed to conduct, and use reasonable best efforts
to cause their respective affiliates to conduct, their respective businesses in compliance with the conditions of Section
15(f) of the Investment Company Act of 1940 (the "1940 Act") in relation to any public funds advised by BlackRock
or the Previous Investment Adviser (or affiliates), respectively; and o that Merrill Lynch and BlackRock would derive
benefits from the Transaction and that, as a result, they had a financial interest in the matters being considered that
was different from that of Fund shareholders. The directors considered the information provided by Merrill Lynch and
BlackRock above, and, among other factors, the following: o the potential benefits to each Fund's shareholders from
being part of a combined fund family with BlackRock-sponsored funds, including possible economies of scale and
access to investment opportunities; o the reputation, financial strength and resources of BlackRock and its investment
advisory subsidiaries and the anticipated financial strength and resources of New BlackRock; o the compliance
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policies and procedures of BlackRock Advisors; o the terms and conditions of each Fund's BlackRock Investment
Advisory Agreement, including the fact that neither Fund's schedule of total advisory fees would increase under the
pertinent BlackRock Investment Advisory Agreement, but would remain the same; o that in May 2005, each Fund's
Board had performed a full annual review of the pertinent Previous Investment Advisory Agreement, as required by
the 1940 Act, and had determined that the Previous Investment Adviser had the capabilities, resources and personnel
necessary to provide the advisory and administrative services that were then being provided to the Fund; and that the
advisory and/or management fees paid by the Fund, taking into account any applicable agreed-upon fee waivers and
breakpoints, had represented reasonable compensation to the Previous Investment Adviser in light of the services
provided, the costs to the Previous Investment Adviser of providing those services, economies of scale, the fees and
other expenses paid by similar funds (including information provided by Lipper Inc. ["Lipper"]), and such other
matters as the directors had considered relevant in the exercise of their reasonable judgment; and o that Merrill Lynch
had agreed to pay all expenses of each Fund in connection with the consideration by the Board of the BlackRock
Investment Advisory Agreement and related agreements and all costs of shareholder approval of the BlackRock
Investment Advisory Agreement and as a result the Fund would bear no costs in obtaining shareholder approval of the
BlackRock Investment Advisory Agreement. Certain of these considerations are discussed in more detail below. In its
review of the Fund's BlackRock Investment Advisory Agreement, each Fund's Board assessed the nature, quality and
scope of the services to be provided to the Fund by the personnel of BlackRock Advisors and its affiliates, including
administrative services, shareholder services, oversight of fund accounting and assistance in meeting legal and
regulatory requirements. In its review of the BlackRock Investment Advisory Agreement, each Fund's Board also
considered a range of information in connection with its oversight of the services to be provided by BlackRock
Advisors and its affiliates. Among the matters considered for each Fund were: (a) fees (in addition to management
fees) to be paid to BlackRock Advisors and its affiliates by the Fund; (b) Fund operating expenses paid to third
parties; (c) the resources devoted to and compliance reports relating to the Fund's investment objective, policies and
restrictions, and its compliance with its Code of Ethics and BlackRock Advisors' compliance policies and procedures;
and (d) the nature, cost and character of non- investment management services to be provided by BlackRock Advisors
and its affiliates. In the period prior to each Fund's Board meeting to consider renewal of the Fund's Previous
Investment Advisory Agreement, the Board had requested and received materials specifically relating to the Previous
Investment Advisory Agreement. For each Fund, these materials included (a) information 32 ANNUAL REPORTS
OCTOBER 31, 2006 compiled by Lipper on the fees and expenses and the investment performance of the Fund as
compared to a comparable group of funds as classified by Lipper; (b) information comparing the Fund's market price
with its net asset value per share; (c) a discussion by the Fund's portfolio management team on investment strategies
used by the Fund during its most recent fiscal year; (d) information on the profitability to the Previous Investment
Adviser of the Fund's Previous Investment Advisory Agreement and other payments received by the Previous
Investment Adviser and its affiliates from the Fund; and (e) information provided by the Previous Investment Adviser
concerning services related to the valuation and pricing of Fund portfolio holdings, allocation of Fund brokerage fees,
the Fund's portfolio turnover statistics, and direct and indirect benefits to the Previous Investment Adviser and its
affiliates from their relationship with the Fund. In their deliberations, each Fund's directors considered information
received in connection with their most recent approval of the continuance of the Fund's Previous Investment Advisory
Agreement, in addition to information provided by BlackRock and BlackRock Advisors in connection with their
evaluation of the terms and conditions of the Fund's BlackRock Investment Advisory Agreement. None of the
directors identified any particular information that was all-important or controlling, and each director attributed
different weights to the various factors. Each Fund's directors, including a majority of the independent directors,
concluded that the terms of the Fund's BlackRock Investment Advisory Agreement are appropriate, that the fees to be
paid are reasonable in light of the services to be provided to the Fund, and that the Fund's BlackRock Investment
Advisory Agreement should be approved and recommended to Fund shareholders. Nature, Quality and Extent of
Services Provided--Each Fund's Board reviewed the nature, quality and scope of services provided by the Previous
Investment Adviser, including the investment advisory services and the resulting performance of the Fund, as well as
the nature, quality and extent of services expected to be provided by BlackRock Advisors. Each Fund's Board focused
primarily on the Previous Investment Adviser's investment advisory services and the Fund's investment performance,
but also considered certain areas in which both the Previous Investment Adviser and the Fund received services as
part of the Merrill Lynch complex. Each Fund's Board compared the Fund's performance--both including and
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excluding the effects of fees and expenses--to the performance of a comparable group of funds, and the performance
of a relevant index or combination of indexes. While each Board reviews performance data at least quarterly,
consistent with the Previous Investment Adviser's investment goals, the Board attaches more importance to
performance over relatively long periods of time, typically three to five years. In evaluating the nature, quality and
extent of the services to be provided by BlackRock Advisors under each Fund's BlackRock Investment Advisory
Agreement, the directors considered, among other things, the expected impact of the Transaction on the operations,
facilities, organization and personnel of BlackRock Advisors and how it would affect the Fund; the ability of
BlackRock Advisors to perform its duties after the Transaction; and any anticipated changes to the investment and
other practices of the Fund. Each Fund's directors were given information with respect to the potential benefits to the
Fund and its shareholders from having access to BlackRock's state of the art technology and risk management analytic
tools, including the investment tools provided under the BlackRock Solutions brand name. Each Fund's directors were
advised that, as a result of Merrill Lynch's equity interest in BlackRock after the Transaction, the Fund would continue
to be subject to restrictions concerning certain transactions involving Merrill Lynch affiliates (for example,
transactions with a Merrill Lynch broker-dealer acting as principal) absent revised or new regulatory relief. Each
Fund's directors were advised that a revision of existing regulatory relief with respect to these restrictions was being
sought from the Securities and Exchange Commission and were advised of the possibility of the receipt of such
revised regulatory relief. Based on their review of the materials provided and the assurances they had received from
the management of Merrill Lynch and of BlackRock, each Fund's directors determined that the nature and quality of
services to be provided to the Fund under the BlackRock Investment Advisory Agreement were expected to be as
good as or better than that provided under the Fund's Previous Investment Advisory Agreement. It was noted,
however, that changes in personnel were expected to follow the Transaction and the combination of the operations of
the Previous Investment Adviser and its affiliates with those of BlackRock. Each Fund's directors noted that if current
portfolio managers or other personnel were to cease to be available prior to the closing of the Transaction, the Board
would consider all available options, including seeking the investment advisory or other services of BlackRock
affiliates. Accordingly, each Fund's directors concluded that, overall, they were satisfied at the present time with
assurances from BlackRock and BlackRock Advisors as ANNUAL REPORTS OCTOBER 31, 2006 33 Disclosure of
New Investment Advisory Agreements (concluded) to the expected nature, quality and extent of the services to be
provided to the Fund under the Fund's BlackRock Investment Advisory Agreement. Costs of Services Provided and
Profitability--It was noted that, in conjunction with their most recent review of the Fund's Previous Investment
Advisory Agreement, each Fund's directors had received, among other things, a report from Lipper comparing the
Fund's fees and expenses to those of a peer group selected by Lipper, and information as to the fees charged by the
Previous Investment Adviser or its affiliates to other registered investment company clients for investment
management services. Each Fund's Board reviewed the Fund's contractual management fee rate and actual
management fee rate as a percentage of total assets at common asset levels--the actual rate includes advisory fees and
the effects of any fee waivers--compared to the other funds in its Lipper category. Each Fund's Board also compared
the Fund's total expenses to those of other comparable funds. The information showed that each Fund had fees and
expenses within the range of fees and expenses of comparable funds. Each Fund's Board concluded that the Fund's
management fee and fee rate and overall expense ratio are reasonable compared to those of other comparable funds. In
evaluating the costs of the services to be provided by BlackRock Advisors under the BlackRock Investment Advisory
Agreement, each Fund's directors considered, among other things, whether advisory fees or other expenses would
change as a result of the Transaction. Based on their review of the materials provided and the fact that the Fund's
BlackRock Investment Advisory Agreement is substantially similar to the Fund's Previous Investment Advisory
Agreement in all material respects, including the rate of compensation, each Fund's directors determined that the
Transaction should not increase the total fees payable, including any fee waivers and expense reimbursements, for
advisory and administrative services. Each Fund's directors noted that it was not possible to predict with certainty
New BlackRock's future profitability from its relationship with the Fund. Each Fund's directors discussed with
BlackRock Advisors its general methodology to be used in determining New BlackRock's profitability with respect to
its relationship with the Fund. Each Fund's directors noted that they expect to receive profitability information from
New BlackRock on at least an annual basis and thus be in a position to evaluate whether any adjustments in Fund fees
and/or fee breakpoints would be appropriate. Fees and Economies of Scale--Each Fund's Board considered the extent
to which economies of scale might be realized as the assets of the Fund increase and whether there should be changes
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in the management fee rate or structure in order to enable the Fund to participate in these economies of scale. Each
Board determined that changes were not currently necessary and that the Fund appropriately participated in these
economies of scale. In reviewing the Transaction, the directors considered, among other things, whether advisory fees
or other expenses would change as a result of the Transaction. Based on the fact that each Fund's BlackRock
Investment Advisory Agreement is substantially similar to the Fund's Previous Investment Advisory Agreement in all
material respects, including the rate of compensation, the Fund's directors determined that as a result of the
Transaction, the Fund's total advisory fees would be no higher than the fees under the Fund's Previous Investment
Advisory Agreement. Each Fund's directors noted that in conjunction with their most recent deliberations concerning
the Fund's Previous Investment Advisory Agreement, they had determined that the total fees for advisory and
administrative services for the Fund were reasonable in light of the services provided. It was noted that in conjunction
with the most recent review of each Fund's Previous Investment Advisory Agreement, the Fund's directors had
received, among other things, a report from Lipper comparing the Fund's fees, expenses and performance to those of a
peer group selected by Lipper, and information as to the fees charged by the Previous Investment Adviser to other
registered investment company clients for investment management services. Each Fund's directors concluded that
because the rates for advisory fees for the Fund would be no higher than the fee rates in effect at the time, the
proposed management fee structure, including any fee waivers, was reasonable and that no additional changes were
currently necessary. Fall-Out Benefits--In evaluating the fall-out benefits to be received by BlackRock Advisors under
the Fund's BlackRock Investment Advisory Agreement, each Fund's directors considered whether BlackRock
Advisors would experience such benefits to the same extent that the Previous Investment Adviser was experiencing
such benefits under the Fund's Previous Investment Advisory Agreement. Based on their review of the materials
provided, including materials received in connection with their most recent approval of the continuance of the Fund's
Previous Investment Advisory Agreement, and their discussions with management of the Previous Investment Adviser
and BlackRock, each Fund's directors determined that BlackRock Advisors' fall-out benefits could 34 ANNUAL
REPORTS OCTOBER 31, 2006 include increased ability for BlackRock to distribute shares of its funds and other
investment products. The directors noted that any fall-out benefits were difficult to quantify with certainty at this time,
and indicated that they would continue to evaluate them going forward. Investment Performance--Each Fund's Board
considered investment performance for the Fund. Each Fund's directors compared the Fund's performance--both
including and excluding the effects of fees and expenses--to the performance of a comparable group of funds, and the
performance of a relevant index or combination of indexes. The comparative information received from Lipper
showed each Fund's performance at various levels within the range of performance of comparable funds over different
time periods. While each Board reviews performance data at least quarterly, consistent with the Previous Investment
Adviser's investment goals, each Board attaches more importance over relatively long periods of time, typically three
to five years. Each Fund's directors believed the Fund's performance was satisfactory. Also, each Board took into
account the investment performance of funds advised by BlackRock Advisors. Each Board considered comparative
information from Lipper which showed that the performance of the funds advised by BlackRock Advisors was within
the range of performance of comparable funds over different time periods. Each Fund's Board noted BlackRock's
considerable investment management experience and capabilities, but was unable to predict what effect, if any,
consummation of the Transaction would have on the future performance of the Fund. Conclusion--After the
independent directors of each Fund deliberated in executive session, each Fund's entire Board, including the
independent directors, approved the Fund's BlackRock Investment Advisory Agreement, concluding that the advisory
fee rate was reasonable in relation to the services provided and that the BlackRock Investment Advisory Agreement
was in the best interests of the shareholders. In approving the Fund's BlackRock Investment Advisory Agreement,
each Fund's Board noted that it anticipated reviewing the continuance of the agreement in advance of the expiration of
the initial two-year period. New BlackRock Sub-Advisory Agreements--Matters Considered by the Boards At an
in-person meeting held on August 24-25, 2006, each Fund's Board of Directors, including the independent directors,
discussed and approved the Fund's sub-advisory agreement (each, a "BlackRock Sub-Advisory Agreement") between
BlackRock Advisors and its affiliate, BlackRock Financial Management, Inc. (the "Sub-Adviser"). Each Fund's
BlackRock Sub-Advisory Agreement became effective on September 29, 2006, at the same time the Fund's
BlackRock Investment Advisory Agreement became effective. Pursuant to each Fund's BlackRock Sub-Advisory
Agreement, the Sub-Adviser receives a monthly fee from BlackRock Advisors equal to 59% of the advisory fee
received by BlackRock Advisors from the Fund. BlackRock Advisors pays the Sub-Adviser out of its own resources,
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and there is no increase in the expenses of either of the Funds as a result of the Fund's BlackRock Sub-Advisory
Agreement. In approving the Fund's BlackRock Sub-Advisory Agreement at the August in-person meeting, each
Fund's Board reviewed its considerations in connection with its approval of the BlackRock Investment Advisory
Agreement in May 2006. Each Fund's Board relied on the same information and considered the same factors as those
discussed above in connection with the approval of the Fund's BlackRock Investment Advisory Agreement. In
reviewing the sub-advisory fee rate provided in each Fund's BlackRock Sub-Advisory Agreement, the Fund's Board
noted the fact that both BlackRock Advisors and the Sub-Adviser have significant responsibilities under their
respective advisory agreements. BlackRock Advisors remains responsible for oversight of each Fund's operations and
administration, and the Sub-Adviser provides advisory services to each Fund and is responsible for the day-to-day
management of each Fund's portfolio under the Fund's BlackRock Sub-Advisory Agreement. Each Fund's Board also
took into account the fact that there is no increase in total advisory fees paid by the Fund as a result of the Fund's
BlackRock Sub-Advisory Agreement. Under all of the circumstances, each Fund's Board concluded that it was a
reasonable allocation of fees for the Sub-Adviser to receive 59% of the advisory fee paid by the Fund to BlackRock
Advisors. After each Fund's independent directors deliberated in executive session, each Fund's entire Board,
including the independent directors, approved the Fund's BlackRock Sub-Advisory Agreement, concluding that the
sub-advisory fee was reasonable in relation to the services provided and that the BlackRock Sub-Advisory Agreement
was in the best interests of shareholders. ANNUAL REPORTS OCTOBER 31, 2006 35 Officers and Directors
Number of Portfolios in Other Public Position(s) Length of Fund Complex Directorships Held Time Overseen by
Held by Name Address & Age with Funds Served Principal Occupation(s) During Past 5 Years Director Director
====================================================================================================================================
Interested Director
------------------------------------------------------------------------------------------------------------------------------------ Robert
C. P.O. Box 9011 President 2005 to Vice Chairman and Director of BlackRock, Inc., and 122 Funds None Doll, Jr.*
Princeton, NJ and present Global Chief Investment Officer for Equities, 168 Portfolios 08543-9011 Director
Chairman of the BlackRock Retail Operating Age: 52 Committee, and member of the BlackRock Executive
Committee since 2006; President of the Funds advised by Merrill Lynch Investment Managers, L.P. ("MLIM") and its
affiliates ("MLIM/FAM-advised funds") from 2005 to 2006 and Chief Investment Officer thereof from 2001 to 2006;
President of MLIM and Fund Asset Management, L.P. ("FAM") from 2001 to 2006; Co-Head (Americas Region)
thereof from 2000 to 2001 and Senior Vice President from 1999 to 2001; President and Director of Princeton Services,
Inc. ("Princeton Services") since 2001; President of Princeton Administrators, L.P. ("Princeton Administrators") from
2001 to 2006; Chief Investment Officer of OppenheimerFunds, Inc. in 1999 and Executive Vice President thereof
from 1991 to 1999.
------------------------------------------------------------------------------------------------------------------------ * Mr. Doll is a
director, trustee or member of an advisory board of certain other investment companies for which BlackRock acts as
investment adviser. Mr. Doll is an "interested person," as defined in the Investment Company Act, of the Fund based
on his current and former positions with BlackRock, Inc. and its affiliates. Directors serve until their resignation,
removal or death, or until December 31 of the year in which they turn 72. As Fund President, Mr. Doll serves at the
pleasure of the Board of Directors.
====================================================================================================================================
Independent Directors*
------------------------------------------------------------------------------------------------------------------------------------ David
O. P.O. Box 9095 Director 2003 to Professor of Finance and Economics at the Columbia 17 Funds None Beim**
Princeton, NJ present University Graduate School of Business since 1991; 24 Portfolios 08543-9095 Chairman of
Outward Bound U.S.A. from 1997 to Age: 66 2001; Chairman of Wave Hill, Inc. since 1990; Trustee of Phillips
Exeter Academy from 2002 to present.
------------------------------------------------------------------------------------------------------------------------------------ James
T. P.O. Box 9095 Director 2003 to Chief Financial Officer of JPMorgan & Co., Inc. from 17 Funds None Flynn
Princeton, NJ present 1990 to 1995 and an employee of JPMorgan in 24 Portfolios 08543-9095 various capacities
from 1967 to 1995. Age: 67
------------------------------------------------------------------------------------------------------------------------------------ W. Carl
P.O. Box 9095 Director 2003 to Deputy Dean for Academic Affairs, Harvard Business 17 Funds None Kester
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Princeton, NJ present School since 2006; Mizuho Financial Group Professor 24 Portfolios 08543-9095 of Finance,
Harvard Business School, Unit Head, Age: 54 Finance from 2005 to 2006; Senior Associate Dean and Chairman of
the MBA Program of Harvard Business School from 1999 to 2005, Member of the faculty of Harvard Business School
since 1981; Independent Consultant since 1978.
------------------------------------------------------------------------------------------------------------------------------------ Karen
P. P.O. Box 9095 Director 2003 to President of Robards & Company, a financial advisory 17 Funds AtriCure,
Robards*** Princeton, NJ present firm since 1987; formerly an investment banker with 24 Portfolios Inc. (medical
08543-9095 Morgan Stanley for more than ten years; Director devices) Age: 56 of Enable Medical Corp. from 1996 to
2005; Director of AtriCure, Inc. since 2000; Director of the Cooke Center for Learning and Development, a
not-for-profit organization, since 1987.
------------------------------------------------------------------------------------------------------------------------ * Directors serve
until their resignation, removal or death, or until December 31 of the year in which they turn 72. ** Chairman of the
Audit Committee. *** Chair of the Board of Directors. 36 ANNUAL REPORTS OCTOBER 31, 2006 Officers and
Directors (concluded) Position(s) Length of Held Time Name Address & Age with Funds Served Principal
Occupation(s) During Past 5 Years
====================================================================================================================================
Fund Officers*
------------------------------------------------------------------------------------------------------------------------------------ Donald
C. P.O. Box 9011 Vice 2003 to Managing Director of BlackRock since 2006; Managing Director of MLIM and FAM
in Burke Princeton, NJ President present 2006; First Vice President of MLIM and FAM from 1997 to 2005 and
Treasurer thereof 08543-9011 and from 1999 to 2006; Vice President of MLIM and FAM from 1990 to 1997. Age: 46
Treasurer
------------------------------------------------------------------------------------------------------------------------------------ John D.
P.O. Box 9011 Vice 2003 to Managing Director of BlackRock since 2006; Managing Director (Global Fixed Income)
Burger Princeton, NJ President present of MLIM from 2004 to 2006; Director of MLIM from 1998 to 2004 and Vice
President 08543-9011 thereof from 1993 to 1998. Age: 44
------------------------------------------------------------------------------------------------------------------------------------ Jeffrey
P.O. Box 9011 Fund Chief 2004 to Managing Director of BlackRock and Fund Chief Compliance Officer since 2006;
Chief Hiller Princeton, NJ Compliance present Compliance Officer of the MLIM/FAM-advised funds and First Vice
President and Chief 08543-9011 Officer Compliance Officer of MLIM (Americas Region) from 2004 to 2006; Chief
Compliance Age: 55 Officer of the IQ Funds since 2004; Global Director of Compliance at Morgan Stanley
Investment Management from 2002 to 2004; Managing Director and Global Director of Compliance at Citigroup
Asset Management from 2000 to 2002; Chief Compliance Officer at Soros Fund Management in 2000; Chief
Compliance Officer at Prudential Financial from 1995 to 2000; Senior Counsel in the Securities and Exchange
Commission's Division of Enforcement in Washington, D.C. from 1990 to 1995.
------------------------------------------------------------------------------------------------------------------------------------ Alice
A. P.O. Box 9011 Secretary 2004 to Director of BlackRock since 2006; Director (Legal Advisory) of MLIM from
2002 Pellegrino Princeton, NJ present to 2006; Vice President of MLIM from 1999 to 2002; Attorney associated with
MLIM 08543-9011 from 1997 to 2006; Secretary of MLIM, FAM, FAM Distributors, Inc. and Princeton Age: 46
Services from 2004 to 2006.
------------------------------------------------------------------------------------------------------------------------ * Officers of the
Fund serve at the pleasure of the Board of Directors.
------------------------------------------------------------------------------------------------------------------------------------
Custodian State Street Bank and Trust Company P.O. Box 351 Boston, MA 02101 Transfer Agents Common Stock:
Computershare Trust Company, N.A. P.O. Box 43010 Providence, RI 02940-3010 Preferred Stock: The Bank of New
York 101 Barclay Street--7 West New York, NY 10286 ANNUAL REPORTS OCTOBER 31, 2006 37 Investment
Objectives NYSE Symbol BlackRock Preferred and Corporate Income Strategies Fund, Inc. PSW seeks to provide
shareholders with high current income. The secondary objective of the Fund is to seek to provide shareholders with
capital appreciation. The Fund seeks to achieve its objectives by investing primarily in a portfolio of preferred
securities and debt securities, including convertible securities that may be converted into common stock or other
securities of the same or a different issuer. NYSE Symbol BlackRock Preferred Income Strategies Fund, Inc. seeks to
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provide PSY shareholders with high current income. The secondary objective of the Fund is to seek to provide
shareholders with capital appreciation. The Fund seeks to achieve its objectives by investing primarily in a portfolio of
preferred securities, including convertible preferred securities that may be converted into common stock or other
securities of the same or a different issuer. 38 ANNUAL REPORTS OCTOBER 31, 2006 BlackRock Privacy
Principles BlackRock is committed to maintaining the privacy of its current and former fund investors and individual
clients (collectively, "Clients") and to safeguarding their nonpublic personal information. The following information is
provided to help you understand what personal information BlackRock collects, how we protect that information and
why in certain cases we share such information with select parties. If you are located in a jurisdiction where specific
laws, rules or regulations require BlackRock to provide you with additional or different privacy-related rights beyond
what is set forth below, then BlackRock will comply with those specific laws, rules or regulations. BlackRock obtains
or verifies personal nonpublic information from and about you from different sources, including the following: (i)
information we receive from you or, if applicable, your financial intermediary, on applications, forms or other
documents; (ii) information about your transactions with us, our affiliates, or others; (iii) information we receive from
a consumer reporting agency; and (iv) from visits to our Web sites. BlackRock does not sell or disclose to
nonaffiliated third parties any nonpublic personal information about its Clients, except as permitted by law or as is
necessary to service Client accounts. These nonaffiliated third parties are required to protect the confidentiality and
security of this information and to use it only for its intended purpose. We may share information with our affiliates to
service your account or to provide you with information about other BlackRock products or services that may be of
interest to you. In addition, BlackRock restricts access to nonpublic personal information about its Clients to those
BlackRock employees with a legitimate business need for the information. BlackRock maintains physical, electronic
and procedural safeguards that are designed to protect the nonpublic personal information of its Clients, including
procedures relating to the proper storage and disposal of such information. Availability of Quarterly Schedules of
Investments The Funds file their complete schedules of portfolio holdings with the Securities and Exchange
Commission ("SEC") for the first and third quarters of each fiscal year on Form N-Q. The Funds' Forms N-Q are
available on the SEC's Web site at http://www.sec.gov. The Funds' Forms N-Q may also be reviewed and copied at
the SEC's Public Reference Room in Washington, DC. Information on the operation of the Public Reference Room
may be obtained by calling 1-800-SEC-0330. Electronic Delivery Electronic copies of most financial reports and
prospectuses are available on the Funds' Web site. Shareholders can sign up for e-mail notifications of quarterly
statements, annual and semi-annual reports and prospectuses by enrolling in the Funds' electronic delivery program.
To enroll: Shareholders Who Hold Accounts with Investment Advisers, Banks or Brokerages: Please contact your
financial adviser. Please note that not all investment advisers, banks or brokerages may offer this service. ANNUAL
REPORTS OCTOBER 31, 2006 39 These reports, including the financial information herein, are transmitted to
shareholders of BlackRock Preferred and Corporate Income Strategies Fund, Inc. and BlackRock Preferred Income
Strategies Fund, Inc. for their information. This is not a prospectus. The Funds leverage their Common Stock to
provide Common Stock shareholders with potentially higher rates of return. Leverage creates risk for Common Stock
shareholders, including the likelihood of greater volatility of net asset value and market price of Common Stock
shares, and the risk that fluctuations in short-term interest rates may reduce the Common Stock's yield. Past
performance results shown in these reports should not be considered a representation of future performance.
Statements and other information herein are as dated and are subject to change. A description of the policies and
procedures that the Funds use to determine how to vote proxies relating to portfolio securities is available (1) without
charge, upon request, by calling toll-free 1-800-441-7762; (2) at www.blackrock.com; and (3) on the Securities and
Exchange Commission's Web site at http://www.sec.gov. Information about how the Funds voted proxies relating to
securities held in the Funds' portfolios during the most recent 12-month period ended June 30 is available (1) at
www.blackrock.com and (2) on the Securities and Exchange Commission's Web site at http://www.sec.gov.
BlackRock Preferred and Corporate Income Strategies Fund, Inc. BlackRock Preferred Income Strategies Fund, Inc.
P.O. Box 9011 Princeton, NJ 08543-9011 BLACKROCK #PCPIS-10/06 Item 2 - Code of Ethics - The registrant has
adopted a code of ethics, as of the end of the period covered by this report, that applies to the registrant's principal
executive officer, principal financial officer and principal accounting officer, or persons performing similar functions.
A copy of the code of ethics is available without charge at www.blackrock.com. Item 3 - Audit Committee Financial
Expert - The registrant's board of directors has determined that (i) the registrant has the following audit committee
financial experts serving on its audit committee and (ii) each audit committee financial expert is independent: (1)
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David O. Beim, (2) W. Carl Kester, (3) James T. Flynn and (4) Karen P. Robards. The registrant's board of directors
has determined that David O. Beim, W. Carl Kester and Karen P. Robards qualify as financial experts pursuant to
Item 3(c)(4) of Form N-CSR. Mr. Beim has a thorough understanding of generally accepted accounting principles,
financial statements and internal control over financial reporting as well as audit committee functions. For 25 years,
Mr. Beim was an investment banker actively engaged in financial analysis for securities transactions and mergers.
These transactions presented a breadth and level of complexity of accounting issues that are generally comparable to
the breadth and complexity of issues that can reasonably be expected to be raised by the Registrant's financial
statements. Mr. Beim has also been a professor of finance and economics at the Columbia University Graduate School
of Business for the past 12 years. Prof. Kester has a thorough understanding of generally accepted accounting
principles, financial statements and internal control over financial reporting as well as audit committee functions. Prof.
Kester has been involved in providing valuation and other financial consulting services to corporate clients since
1978. Prof. Kester's financial consulting services present a breadth and level of complexity of accounting issues that
are generally comparable to the breadth and complexity of issues that can reasonably be expected to be raised by the
Registrant's financial statements. Ms. Robards has a thorough understanding of generally accepted accounting
principles, financial statements and internal control over financial reporting as well as audit committee functions. Ms.
Robards has been President of Robards & Company, a financial advisory firm, since 1987. Ms. Robards was formerly
an investment banker for more than 10 years where she was responsible for evaluating and assessing the performance
of companies based on their financial results. Ms. Robards has over 30 years of experience analyzing financial
statements. She also is the member of the Audit Committees of two privately held companies and a non-profit
organization. Item 4 - Principal Accountant Fees and Services (a) Audit Fees - Fiscal Year Ending October 31, 2006 -
$41,000 Fiscal Year Ending October 31, 2005 - $41,000 (b) Audit-Related Fees - Fiscal Year Ending October 31,
2006 - $3,500 Fiscal Year Ending October 31, 2005 - $3,000 The nature of the services include agreed upon
compliance procedures associated with the Fund's AMPS; and assurance and related services reasonably related to the
performance of the audit of financial statements not included in Audit Fees. (c) Tax Fees - Fiscal Year Ending
October 31, 2006 - $6,000 Fiscal Year Ending October 31, 2005 - $5,700 The nature of the services include tax
compliance, tax advice and tax planning. (d) All Other Fees - Fiscal Year Ending October 31, 2006 - $0 Fiscal Year
Ending October 31, 2005 - $0 (e)(1) The registrant's audit committee (the "Committee") has adopted policies and
procedures with regard to the pre-approval of services. Audit, audit-related and tax compliance services provided to
the registrant on an annual basis require specific pre-approval by the Committee. The Committee also must approve
other non-audit services provided to the registrant and those non-audit services provided to the registrant's affiliated
service providers that relate directly to the operations and the financial reporting of the registrant. Certain of these
non-audit services that the Committee believes are a) consistent with the SEC's auditor independence rules and b)
routine and recurring services that will not impair the independence of the independent accountants may be approved
by the Committee without consideration on a specific case-by-case basis ("general pre-approval"). However, such
services will only be deemed pre-approved provided that any individual project does not exceed $5,000 attributable to
the registrant or $50,000 for all of the registrants the Committee oversees. Any proposed services exceeding the
pre-approved cost levels will require specific pre-approval by the Committee, as will any other services not subject to
general pre-approval (e.g., unanticipated but permissible services). The Committee is informed of each service
approved subject to general pre-approval at the next regularly scheduled in-person board meeting. (e)(2) 0% (f) Not
Applicable (g) Fiscal Year Ending October 31, 2006 - $3,204,783 Fiscal Year Ending October 31, 2005 - $9,200 (h)
The registrant's audit committee has considered and determined that the provision of non-audit services that were
rendered to the registrant's investment adviser and any entity controlling, controlled by, or under common control with
the investment adviser that provides ongoing services to the registrant that were not pre-approved pursuant to
paragraph (c)(7)(ii) of Rule 2-01 of Regulation S-X is compatible with maintaining the principal accountant's
independence. Regulation S-X Rule 2-01(c)(7)(ii) - $1,739,500 , 0% Item 5 - Audit Committee of Listed Registrants -
The following individuals are members of the registrant's separately-designated standing audit committee established
in accordance with Section 3(a)(58)(A) of the Exchange Act (15 U.S.C. 78c(a)(58)(A)): David O. Beim James T.
Flynn W. Carl Kester Karen P. Robards Item 6 - Schedule of Investments - Not Applicable Item 7 - Disclosure of
Proxy Voting Policies and Procedures for Closed-End Management Investment Companies - Proxy Voting Policies
and Procedures Each Fund's Board of Directors has delegated to the Manager authority to vote all proxies relating to
the Fund's portfolio securities. The Manager has adopted policies and procedures (the "Proxy Voting Procedures")
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with respect to the voting of proxies related to the portfolio securities held in the account of one or more of its clients,
including a Fund. Pursuant to these Proxy Voting Procedures, the Manager's primary objective when voting proxies is
to make proxy voting decisions solely in the best interests of each Fund and its shareholders, and to act in a manner
that the Manager believes is most likely to enhance the economic value of the securities held by the Fund. The Proxy
Voting Procedures are designed to ensure that the Manager considers the interests of its clients, including each Fund,
and not the interests of the Manager, when voting proxies and that real (or perceived) material conflicts that may arise
between the Manager's interest and those of the Manager's clients are properly addressed and resolved. In order to
implement the Proxy Voting Procedures, the Manager has formed a Proxy Voting Committee (the "Committee"). The
Committee, which is a subcommittee of the Manager's Equity Investment Policy Oversight Committee ("EIPOC"), is
comprised of a senior member of the Manager's equity management group who is also a member of EIPOC, one or
more other senior investment professionals appointed by EIPOC, portfolio managers and investment analysts
appointed by EIPOC and any other personnel EIPOC deems appropriate. The Committee will also include two
non-voting representatives from the Manager's Legal Department appointed by the Manager's General Counsel. The
Committee's membership shall be limited to full-time employees of the Manager. No person with any investment
banking, trading, retail brokerage or research responsibilities for the Manager's affiliates may serve as a member of the
Committee or participate in its decision making (except to the extent such person is asked by the Committee to present
information to the Committee on the same basis as other interested knowledgeable parties not affiliated with the
Manager might be asked to do so). The Committee determines how to vote the proxies of all clients, including a Fund,
that have delegated proxy voting authority to the Manager and seeks to ensure that all votes are consistent with the
best interests of those clients and are free from unwarranted and inappropriate influences. The Committee establishes
general proxy voting policies for the Manager and is responsible for determining how those policies are applied to
specific proxy votes, in light of each issuer's unique structure, management, strategic options and, in certain
circumstances, probable economic and other anticipated consequences of alternate actions. In so doing, the Committee
may determine to vote a particular proxy in a manner contrary to its generally stated policies. In addition, the
Committee will be responsible for ensuring that all reporting and recordkeeping requirements related to proxy voting
are fulfilled. The Committee may determine that the subject matter of a recurring proxy issue is not suitable for
general voting policies and requires a case-by-case determination. In such cases, the Committee may elect not to adopt
a specific voting policy applicable to that issue. The Manager believes that certain proxy voting issues require
investment analysis - such as approval of mergers and other significant corporate transactions - akin to investment
decisions, and are, therefore, not suitable for general guidelines. The Committee may elect to adopt a common
position for the Manager on certain proxy votes that are akin to investment decisions, or determine to permit the
portfolio manager to make individual decisions on how best to maximize economic value for a Fund (similar to
normal buy/sell investment decisions made by such portfolio managers). While it is expected that the Manager will
generally seek to vote proxies over which the Manager exercises voting authority in a uniform manner for all the
Manager's clients, the Committee, in conjunction with a Fund's portfolio manager, may determine that the Fund's
specific circumstances require that its proxies be voted differently. To assist the Manager in voting proxies, the
Committee has retained Institutional Shareholder Services ("ISS"). ISS is an independent adviser that specializes in
providing a variety of fiduciary-level proxy-related services to institutional investment managers, plan sponsors,
custodians, consultants, and other institutional investors. The services provided to the Manager by ISS include
in-depth research, voting recommendations (although the Manager is not obligated to follow such recommendations),
vote execution, and recordkeeping. ISS will also assist the Fund in fulfilling its reporting and recordkeeping
obligations under the Investment Company Act. The Manager's Proxy Voting Procedures also address special
circumstances that can arise in connection with proxy voting. For instance, under the Proxy Voting Procedures, the
Manager generally will not seek to vote proxies related to portfolio securities that are on loan, although it may do so
under certain circumstances. In addition, the Manager will vote proxies related to securities of foreign issuers only on
a best efforts basis and may elect not to vote at all in certain countries where the Committee determines that the costs
associated with voting generally outweigh the benefits. The Committee may at any time override these general
policies if it determines that such action is in the best interests of a Fund. From time to time, the Manager may be
required to vote proxies in respect of an issuer where an affiliate of the Manager (each, an "Affiliate"), or a money
management or other client of the Manager, including investment companies for which the Manager provides
investment advisory, administrative and/or other services (each, a "Client"), is involved. The Proxy Voting Procedures
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and the Manager's adherence to those procedures are designed to address such conflicts of interest. The Committee
intends to strictly adhere to the Proxy Voting Procedures in all proxy matters, including matters involving Affiliates
and Clients. If, however, an issue representing a non-routine matter that is material to an Affiliate or a widely known
Client is involved such that the Committee does not reasonably believe it is able to follow its guidelines (or if the
particular proxy matter is not addressed by the guidelines) and vote impartially, the Committee may, in its discretion
for the purposes of ensuring that an independent determination is reached, retain an independent fiduciary to advise
the Committee on how to vote or to cast votes on behalf of the Manager's clients. In the event that the Committee
determines not to retain an independent fiduciary, or it does not follow the advice of such an independent fiduciary,
the Committee may pass the voting power to a subcommittee, appointed by EIPOC (with advice from the Secretary of
the Committee), consisting solely of Committee members selected by EIPOC. EIPOC shall appoint to the
subcommittee, where appropriate, only persons whose job responsibilities do not include contact with the Client and
whose job evaluations would not be affected by the Manager's relationship with the Client (or failure to retain such
relationship). The subcommittee shall determine whether and how to vote all proxies on behalf of the Manager's
clients or, if the proxy matter is, in their judgment, akin to an investment decision, to defer to the applicable portfolio
managers, provided that, if the subcommittee determines to alter the Manager's normal voting guidelines or, on
matters where the Manager's policy is case-by-case, does not follow the voting recommendation of any proxy voting
service or other independent fiduciary that may be retained to provide research or advice to the Manager on that
matter, no proxies relating to the Client may be voted unless the Secretary, or in the Secretary's absence, the Assistant
Secretary of the Committee concurs that the subcommittee's determination is consistent with the Manager's fiduciary
duties. In addition to the general principles outlined above, the Manager has adopted voting guidelines with respect to
certain recurring proxy issues that are not expected to involve unusual circumstances. These policies are guidelines
only, and the Manager may elect to vote differently from the recommendation set forth in a voting guideline if the
Committee determines that it is in a Fund's best interest to do so. In addition, the guidelines may be reviewed at any
time upon the request of a Committee member and may be amended or deleted upon the vote of a majority of
Committee members present at a Committee meeting at which there is a quorum. The Manager has adopted specific
voting guidelines with respect to the following proxy issues: o Proposals related to the composition of the board of
directors of issuers other than investment companies. As a general matter, the Committee believes that a company's
board of directors (rather than shareholders) is most likely to have access to important, nonpublic information
regarding a company's business and prospects, and is, therefore, best-positioned to set corporate policy and oversee
management. The Committee, therefore, believes that the foundation of good corporate governance is the election of
qualified, independent corporate directors who are likely to diligently represent the interests of shareholders and
oversee management of the corporation in a manner that will seek to maximize shareholder value over time. In
individual cases, the Committee may look at a nominee's number of other directorships, history of representing
shareholder interests as a director of other companies or other factors, to the extent the Committee deems relevant. o
Proposals related to the selection of an issuer's independent auditors. As a general matter, the Committee believes that
corporate auditors have a responsibility to represent the interests of shareholders and provide an independent view on
the propriety of financial reporting decisions of corporate management. While the Committee will generally defer to a
corporation's choice of auditor, in individual cases, the Committee may look at an auditors' history of representing
shareholder interests as auditor of other companies, to the extent the Committee deems relevant. o Proposals related to
management compensation and employee benefits. As a general matter, the Committee favors disclosure of an issuer's
compensation and benefit policies and opposes excessive compensation, but believes that compensation matters are
normally best determined by an issuer's board of directors, rather than shareholders. Proposals to "micro-manage" an
issuer's compensation practices or to set arbitrary restrictions on compensation or benefits will, therefore, generally
not be supported. o Proposals related to requests, principally from management, for approval of amendments that
would alter an issuer's capital structure. As a general matter, the Committee will support requests that enhance the
rights of common shareholders and oppose requests that appear to be unreasonably dilutive. o Proposals related to
requests for approval of amendments to an issuer's charter or by-laws. As a general matter, the Committee opposes
poison pill provisions. o Routine proposals related to requests regarding the formalities of corporate meetings. o
Proposals related to proxy issues associated solely with holdings of investment company shares. As with other types
of companies, the Committee believes that a fund's board of directors (rather than its shareholders) is best positioned
to set fund policy and oversee management. However, the Committee opposes granting boards of directors authority
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over certain matters, such as changes to a fund's investment objective, which the Investment Company Act envisions
will be approved directly by shareholders. o Proposals related to limiting corporate conduct in some manner that
relates to the shareholder's environmental or social concerns. The Committee generally believes that annual
shareholder meetings are inappropriate forums for discussion of larger social issues, and opposes shareholder
resolutions "micromanaging" corporate conduct or requesting release of information that would not help a shareholder
evaluate an investment in the corporation as an economic matter. While the Committee is generally supportive of
proposals to require corporate disclosure of matters that seem relevant and material to the economic interests of
shareholders, the Committee is generally not supportive of proposals to require disclosure of corporate matters for
other purposes. Information about how a Fund voted proxies relating to securities held in the Fund's portfolio during
the most recent 12 month period ended June 30 is available without charge (1) at www.blackrock.com and (2) on the
Commission's web site at http://www.sec.gov. Item 8 - Portfolio Managers of Closed-End Management Investment
Companies - as of October 31, 2006. (a)(1) The Fund is managed by a team of investment professionals comprised of
Scott Amero, Managing Director at BlackRock, John D. Burger, Managing Director at BlackRock and Daniel Chen,
CFA, Vice President at BlackRock. Each is a member of BlackRock's fixed income portfolio management group. Mr.
Amero is responsible for setting the Fund's overall investment strategy and overseeing the management of the Fund.
Messrs. Burger and Chen are the Fund's co-portfolio managers and are responsible for the day-to-day management of
the Fund's portfolio and the selection of its investments. Messrs. Amero and Chen have been members of the Fund's
management team since 2006. John D. Burger joined BlackRock in 2006. Prior to joining BlackRock, he was a
Managing Director of Merrill Lynch Investment Managers ("MLIM") from 2002 to 2006 and a Director of MLIM
from 1996 to 2004. From 1992 to 1996, he was a portfolio manager of MLIM. Mr. Burger has been a portfolio
manager and Vice President of the Fund since 2003. Scott Amero is co-head of BlackRock's fixed income portfolio
management group. He is a member of the Management Committee and the Investment Strategy Group. Mr. Amero is
a senior strategist and portfolio manager with responsibility for overseeing all fixed income sector strategy and the
overall management of client portfolios. He is also the head of global credit research. He is director of Anthracite
Capital, Inc., BlackRock's publicly-traded real estate investment trust. Mr. Amero has been with BlackRock since
1990. Daniel Chen has been a portfolio manager at BlackRock since 2002 and is a member of BlackRock's fixed
income portfolio management group. He is primarily responsible for managing total return client portfolios, with a
sector emphasis on corporate bonds. Mr. Chen has been with BlackRock since 1999. (a)(2)As of October 31, 2006:
(iii) Number of Other Accounts and (ii) Number of Other Accounts Managed Assets for Which Advisory Fee is and
Assets by Account Type Performance-Based Other Other (i) Name of Registered Other Pooled Registered Other
Pooled Portfolio Investment Investment Other Investment Investment Other Manager Companies Vehicles Accounts
Companies Vehicles Accounts ---------------- ---------------- Scott Amero 56 45 394 0 4 21 $ 29,842,195,229 $
17,900,000,000 $119,200,000,000 $ 0 $ 2,500,000,000 $ 6,400,000,000 John D. Burger 2 0 11 0 0 0 $ 743,649,093 $
0 $ 2,161,964,208 $ 0 $ 0 $ 0 Daniel Chen 3 0 8 0 0 0 $ 1,413,520,503 $ 0 $ 655,653,265 $ 0 $ 0 $ 0 (iv) Potential
Material Conflicts of Interest Real, potential or apparent conflicts of interest may arise when a portfolio manager has
day-to-day portfolio management responsibilities with respect to more than one fund or account, including the
following: Certain investments may be appropriate for the Fund and also for other clients advised by the Investment.
Adviser and its affiliates, including other client accounts managed by the Fund's portfolio management team.
Investment decisions for the Fund and other clients are made with a view to achieving their respective investment
objectives and after consideration of such factors as their current holdings, availability of cash for investment and the
size of their investments generally. Frequently, a particular security may be bought or sold for only one client or in
different amounts and at different times for more than one but less than all clients. Likewise, because clients of the
Investment Adviser and its affiliates may have differing investment strategies, a particular security may be bought for
one or more clients when one or more other clients are selling the security. The investment results for the Fund may
differ from the results achieved by other clients of the Investment Adviser and its affiliates and results among clients
may differ. In addition, purchases or sales of the same security may be made for two or more clients on the same day.
In such event, such transactions will be allocated among the clients in a manner believed by the Investment Adviser
and its affiliates to be equitable to each. The Investment Adviser will not determine allocations based on whether it
receives a performance based fee from the client. In some cases, the allocation procedure could have an adverse effect
on the price or amount of the securities purchased or sold by the Fund. Purchase and sale orders for the Fund may be
combined with those of other clients of the Investment Adviser and its affiliates in the interest of achieving the most
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favorable net results to the Fund. To the extent that the Fund's portfolio management team has responsibilities for
managing accounts in addition to the Fund, a portfolio manager will need to divide his time and attention among
relevant accounts. In some cases, a real, potential or apparent conflict may also arise where (i) the Investment Adviser
may have an incentive, such as a performance based fee, in managing one account and not with respect to other
accounts it manages or (ii) where a member of the Fund's portfolio management team owns an interest in one fund or
account he or she manages and not another. (a)(3) As of October 31, 2006: Portfolio Manager Compensation The
portfolio manager compensation program of BlackRock and its affiliates, including the Investment Adviser, is critical
to BlackRock's ability to attract and retain the most talented asset management professionals. This program ensures
that compensation is aligned with maximizing investment returns and it provides a competitive pay opportunity for
competitive performance. Compensation Program The elements of total compensation for certain BlackRock and its
affiliates portfolio managers are a fixed base salary, annual performance-based cash and stock compensation (cash and
stock bonus) and other benefits. BlackRock has balanced these components of pay to provide portfolio managers with
a powerful incentive to achieve consistently superior investment performance. By design, portfolio manager
compensation levels fluctuate -- both up and down -- with the relative investment performance of the portfolios that
they manage. Base Salary Under the BlackRock approach, like that of many asset management firms, base salaries
represent a relatively small portion of a portfolio manager's total compensation. This approach serves to enhance the
motivational value of the performance-based (and therefore variable) compensation elements of the compensation
program. Performance-Based Compensation BlackRock believes that the best interests of investors are served by
recruiting and retaining exceptional asset management talent and managing their compensation within a consistent and
disciplined framework that emphasizes pay for performance in the context of an intensely competitive market for
talent. To that end, certain BlackRock and its affiliates portfolio manager incentive compensation is based on a
formulaic compensation program. BlackRock's formulaic portfolio manager compensation program includes:
investment performance over 1-, 3- and 5-year performance periods and a measure of operational efficiency. Due to
the unique nature of the Fund, its performance is measured based on a Board of Directors-approved metric which
considers both total return performance and dividend performance over time, adjusted for the cost of leverage. If a
portfolio manager's tenure is less than 5-years, performance periods will reflect time in position. Portfolio managers
are compensated based on the products they manage. A discretionary element of portfolio manager compensation may
include consideration of: financial results, expense control, profit margins, strategic planning and implementation,
quality of client service, market share, corporate reputation, capital allocation, compliance and risk control, leadership,
workforce diversity, supervision, technology and innovation. All factors are considered collectively by BlackRock
management. Cash Bonus Performance-based compensation is distributed to portfolio managers in a combination of
cash and stock. Typically, the cash bonus, when combined with base salary, represents more than 60% of total
compensation for portfolio managers. Stock Bonus A portion of the dollar value of the total annual performance-based
bonus is paid in restricted shares of BlackRock stock. Paying a portion of annual bonuses in stock puts compensation
earned by a portfolio manager for a given year "at risk" based on the Company's ability to sustain and improve its
performance over future periods. The ultimate value of stock bonuses is dependent on future BlackRock stock price
performance. As such, the stock bonus aligns each portfolio manager's financial interests with those of BlackRock
shareholders and encourages a balance between short-term goals and long-term strategic objectives. Management
strongly believes that providing a significant portion of competitive performance-based compensation in stock is in
the best interests of investors and shareholders. This approach ensures that portfolio managers participate as
shareholders in both the "downside risk" and "upside opportunity" of the Company's performance. Portfolio managers
therefore have a direct incentive to protect BlackRock's reputation for integrity. Other Compensation Programs
Portfolio managers who meet relative investment performance and financial management objectives during a
performance year are eligible to participate in a deferred cash program. Awards under this program are in the form of
deferred cash that may be benchmarked to a menu of certain BlackRock mutual funds (including their own funds)
during a five-year vesting period. The deferred cash program aligns the interests of participating portfolio managers
with the investment results of BlackRock products and promotes continuity of successful portfolio management
teams. Other Benefits Portfolio managers are also eligible to participate in broad-based plans offered generally to
BlackRock employees, including broad-based retirement, 401(k), health, and other employee benefit plans. (a)(4)
Beneficial Ownership of Securities. As of October 31, 2006, neither of Messrs. Amero, Burger and Chen beneficially
owns any stock issued by the Fund. Item 9 - Purchases of Equity Securities by Closed-End Management Investment
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Company and Affiliated Purchasers - Not Applicable Item 10 - Submission of Matters to a Vote of Security Holders -
Not Applicable Item 11 - Controls and Procedures 11(a) - The registrant's certifying officers have reasonably designed
such disclosure controls and procedures to ensure material information relating to the registrant is made known to us
by others particularly during the period in which this report is being prepared. The registrant's certifying officers have
determined that the registrant's disclosure controls and procedures are effective based on our evaluation of these
controls and procedures as of a date within 90 days prior to the filing date of this report. 11(b) - As of September 29,
2006, with the conclusion of the combination of Merrill Lynch's asset management business with BlackRock, the
registrant was migrated to BlackRock's trading and compliance monitoring systems, and various personnel changes
occurred. In conjunction with these business improvements, there were no changes in the registrants internal control
over financial reporting (as defined in Rule 30a-3(d) under Act (17 CFR 270.30a-3(d)) that occurred during the last
fiscal half-year of the period covered by this report that has materially affected, or is reasonably likely to affect, the
registrant's internal control over financial reporting. Item 12 - Exhibits attached hereto 12(a)(1) - Code of Ethics - See
Item 2 12(a)(2) - Certifications - Attached hereto 12(a)(3) - Not Applicable 12(b) - Certifications - Attached hereto
Pursuant to the requirements of the Securities Exchange Act of 1934 and the Investment Company Act of 1940, the
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.
BlackRock Preferred Income Strategies Fund, Inc. By: /s/ Robert C. Doll, Jr. ----------------------------------- Robert C.
Doll, Jr., Chief Executive Officer of BlackRock Preferred Income Strategies Fund, Inc. Date: January 3, 2007
Pursuant to the requirements of the Securities Exchange Act of 1934 and the Investment Company Act of 1940, this
report has been signed below by the following persons on behalf of the registrant and in the capacities and on the dates
indicated. By: /s/ Robert C. Doll, Jr. ----------------------------------- Robert C. Doll, Jr., Chief Executive Officer of
BlackRock Preferred Income Strategies Fund, Inc. Date: January 3, 2007 By: /s/ Donald C. Burke
----------------------------------- Donald C. Burke, Chief Financial Officer of BlackRock Preferred Income Strategies
Fund, Inc. Date: January 3, 2007
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