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The registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay
its effective date until the registrant shall file a further amendment that specifically states that this Registration
Statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of 1933 or
until this Registration Statement shall become effective on such date as the Commission, acting pursuant to
said Section 8(a), may determine.
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The information in this preliminary prospectus is not complete and may be changed. We may not sell these
securities until the registration statement filed with the Securities and Exchange Commission is effective. This
preliminary prospectus is not an offer to sell these securities and it is not soliciting an offer to buy these
securities in any state where the offer or sale is not permitted.

Subject to Completion dated July 6, 2017

BASE PROSPECTUS

$[ ]

PIMCO California Municipal Income Fund

Common Shares of Beneficial Interest

Investment Objective. PIMCO California Municipal Income Fund (the �Fund�) is a diversified, closed-end management
investment company that commenced operations on June 29, 2001, following the initial public offering of its common
shares. The Fund�s investment objective is to seek current income exempt from federal and California income tax. The
Fund cannot assure you that it will achieve its investment objective, and you could lose all of your investment in the
Fund.

Investment Strategy. The Fund invests in a portfolio of municipal bonds the interest from which is exempt from
federal and California income taxes and seeks to achieve its investment objective by using proprietary analytical
models that test and evaluate the sensitivity of its investments to changes in interest rates and yield relationships. The
Fund is managed according to strategies that focus on credit quality, duration management and other risk management
techniques. The Fund will at all times seek to avoid bonds generating interest potentially subjecting individuals to the
alternative minimum tax.

(continued on following page)

The Fund�s common shares (the �Common Shares�) are listed on the New York Stock Exchange (�NYSE�) under the
symbol PCQ. The last reported sale price of the Common Shares, as reported by the NYSE on [ ], was $[ ] per
Common Share. The net asset value (�NAV�) of the Common Shares at the close of business on [ ], was $[ ] per
Common Share.

Investment in the Fund�s Common Shares involves substantial risks arising from, among other strategies, the
Fund�s ability to invest in municipal bonds that are rated Ba/BB or B or that are unrated but determined by
PIMCO to be of comparable quality and the Fund�s anticipated use of leverage. Before investing in the
Common Shares, you should read the discussion of the principal risks of investing in the Fund in �Principal
Risks of the Fund.� Certain of these risks are summarized in �Prospectus Summary�Principal Risks of the Fund.�

Neither the Securities and Exchange Commission (�SEC�) nor the Commodity Futures Trading Commission
(�CFTC�) has approved or disapproved of these securities or determined that this prospectus is truthful or
complete. Any representation to the contrary is a criminal offense.
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(continued from previous page)

Under normal circumstances, the Fund will have a long average portfolio duration (i.e., within a ten- to twenty-year
(10 to 20) range), as calculated by Pacific Investment Management Company LLC, the Fund�s investment manager
(�PIMCO� or the �Investment Manager�), although it may be shorter or longer at any time or from time to time depending
on market conditions and other factors. The longer a security�s duration, the more sensitive it will be to changes in
interest rates. The portfolio manager focuses on bonds with the potential to offer attractive current income, typically
looking for bonds that can provide consistently attractive current yields or that are trading at competitive market
prices. Capital appreciation, if any, generally arises from decreases in interest rates or improving credit fundamentals
for a particular state, municipality or issuer.

Portfolio Contents. The Fund normally invests its net assets in a portfolio of municipal bonds the interest from which,
in the opinion of bond counsel for the issuer at the time of issuance (or on the basis of other authority believed by the
Investment Manager to be reliable), is exempt from federal and California income taxes (�California Municipal Bonds�).
Under normal market conditions, the Fund expects to be fully invested (at least 90% of its net assets) in California
Municipal Bonds. The Fund will at all times seek to avoid bonds generating interest potentially subjecting individuals
to the alternative minimum tax. The Fund will invest at least 80% of its net assets in investment grade quality
municipal bonds, including bonds that are unrated but judged to be of investment grade quality by PIMCO. The Fund
may invest up to 20% of its net assets in municipal bonds that are rated Ba/BB or B or that are unrated but judged to
be of comparable quality by PIMCO. The Fund cannot assure you that it will achieve its investment objective. The
California Municipal Bonds in which the Fund invests are generally issued by the State of California, a city in
California, or a political subdivision, agency, authority, or instrumentality of such state or city.

The Fund may invest in structured notes and other related instruments, which are privately negotiated debt obligations
in which the principal and/or interest is determined by reference to the performance of a benchmark asset, market or
interest rate (an �embedded index�), such as selected securities, an index of securities or specified interest rates, or the
differential performance of two assets or markets, such as indexes reflecting bonds. The rate of interest on an
income-producing security may be fixed, floating or variable. The Fund may also engage in credit trade spreads. The
Fund may purchase and sell securities on a when-issued, delayed delivery or forward commitment basis. The Fund
may invest up to 15% of its total assets in trust certificates issued in tender option bond programs. In these programs, a
trust typically issues two classes of certificates and uses the proceeds to purchase municipal securities having
relatively long maturities and bearing interest at a fixed interest rate substantially higher than prevailing short-term
tax-exempt rates. The Fund may also invest up to 10% of its net assets in securities of other open- or closed-end
investment companies that invest primarily in municipal bonds of the types in which the Fund may invest directly.

The Fund may, but is not required to, invest in derivative instruments, such as options, futures contracts or swap
agreements, and invest in mortgage- or asset-backed securities. The Fund may purchase or sell securities on a
when-issued, delayed delivery or forward commitment basis and may engage in short sales. The Fund may also invest
in securities issued by entities, such as trusts, whose underlying assets are municipal bonds. The Fund may, without
limitation, seek to obtain market exposure to the securities in which it primarily invests by entering into a series of
purchase and sale contracts or by using other investment techniques (such as buy backs or dollar rolls).

The Fund may invest up to 20% of its net assets in illiquid securities (i.e., securities that cannot be disposed of within
seven days in the ordinary course of business at approximately the value at which the Fund has valued the securities).

Leverage. The Fund utilizes leverage through its outstanding auction rate preferred shares (�ARPS� and, together with
any other preferred shares the Fund may have outstanding, �Preferred Shares�) and may obtain additional leverage
through the use of tender option bonds. Although it has no current intention to do so, the Fund may also determine to
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issue preferred shares or other types of senior securities to add leverage to its portfolio. Depending upon market
conditions and other factors, the Fund may or may not determine to add leverage following an offering to maintain or
increase the total amount of leverage (as a percentage of the Fund�s total assets) that the Fund currently maintains,
taking into account the additional assets raised through the issuance of Common Shares in such offering. The Fund
utilizes certain kinds of leverage, such as tender option bonds, opportunistically and may choose to increase or
decrease, or eliminate entirely, its use of such leverage over time and from time to time based on

-ii-
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PIMCO�s assessment of the yield curve environment, interest rate trends, market conditions and other factors. The
Fund may also determine to decrease the leverage it currently maintains through its outstanding ARPS through ARPS
redemptions or tender offers and may or may not determine to replace such leverage through other sources. If the
Fund determines to add leverage following an offering, it is not possible to predict with accuracy the precise amount
of leverage that would be added, in part because it is not possible to predict the number of Common Shares that
ultimately will be sold in an offering or series of offerings. To the extent that the Fund does not add additional
leverage following an offering, the Fund�s total amount of leverage as a percentage of its total assets will decrease,
which could result in a reduction of investment income available for distribution to holders of the Fund�s Common
Shares (�Common Shareholders�). Leveraging is a speculative technique and there are special risks and costs involved.
There can be no assurance that a leveraging strategy will be used or that it will be successful during any period in
which it is employed. See �Use of Leverage,� �Principal Risks of the Fund�Leverage Risk� and �Principal Risks of the
Fund�Derivatives Risk.�

This prospectus is part of a registration statement that the Fund has filed with the U.S. Securities and Exchange
Commission (the �SEC�), using the �shelf� registration process. The Fund may offer, from time to time, in one or more
offerings, up to $[ ] of the Common Shares on terms to be determined at the time of the offering. This prospectus
provides you with a general description of the Common Shares that the Fund may offer. Each time the Fund uses this
prospectus to offer Common Shares, the Fund will provide a prospectus supplement that will contain specific
information about the terms of that offering. The prospectus supplement may also add, update or change information
contained in this prospectus. You should read this prospectus and the applicable prospectus supplement, which contain
important information about the Fund, carefully before you invest in the Common Shares. Common Shares may be
offered directly to one or more purchasers, through agents designated from time to time by the Fund, or to or through
underwriters or dealers. The prospectus supplement relating to an offering will identify any agents, underwriters or
dealers involved in the sale of Common Shares, and will set forth any applicable purchase price, fee, commission or
discount arrangement between the Fund and its agents or underwriters, or among the Fund�s underwriters, or the basis
upon which such amount may be calculated. See �Plan of Distribution.� The Fund may not sell any Common Shares
through agents, underwriters or dealers without delivery or deemed delivery of a prospectus supplement describing the
method and terms of the particular offering of the Common Shares.

You should retain this prospectus and any prospectus supplement for future reference. A Statement of Additional
Information, dated [ ], containing additional information about the Fund has been filed with the SEC and is
incorporated by reference in its entirety into this prospectus. You can review the table of contents of the Statement of
Additional Information on page [ ] of this prospectus. You may request a free copy of the Statement of Additional
Information, request the Fund�s most recent annual and semiannual reports, request information about the Fund and
make shareholder inquiries by calling toll-free (844) 337-4626 or by writing to the Fund at c/o Pacific Investment
Management Company LLC, 1633 Broadway, New York, New York 10019. You may also obtain a copy of the
Statement of Additional Information (and other information regarding the Fund) from the SEC�s Public Reference
Room in Washington, D.C. by calling (202) 551-8090. The SEC charges a fee for copies. The Fund�s Statement of
Additional Information and most recent annual and semiannual reports are available, free of charge, on the Fund�s
website (http://www.pimco.com). You can obtain the same information, free of charge, from the SEC�s web site
(http://www.sec.gov).

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

Prospectus dated [ ]
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You should rely only on the information contained or incorporated by reference in this prospectus and any
related prospectus supplement. The Fund has not authorized any other person to provide you with inconsistent
information. If anyone provides you with inconsistent information, you should not assume that the Fund has
authorized or verified it. The Fund is not making an offer to sell these securities in any jurisdiction where the
offer or sale is not permitted. You should not assume that the information contained in this prospectus or any
prospectus supplement is accurate as of any date other than the dates on their respective front covers. The
Fund�s business, financial condition, results of operations and prospects may have changed since the date of this
prospectus or the date of any prospectus supplement.
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Prospectus Summary

This is only a summary. This summary may not contain all of the information that you should consider before
investing in the Fund�s common shares of beneficial interest (the �Common Shares�). You should review the more
detailed information contained in this prospectus and in any related prospectus supplement and in the Statement of
Additional Information, especially the information set forth under the heading �Principal Risks of the Fund.�

THE FUND

PIMCO California Municipal Income Fund (the �Fund�) is a diversified, closed-end management investment company.
The Fund is designed to provide tax benefits to investors who are residents of California. The Fund commenced
operations on June 29, 2001, following the initial public offering of its Common Shares.

The Common Shares are listed on the New York Stock Exchange (�NYSE�) under the symbol PCQ. As of [ ], the net
assets of the Fund attributable to Common Shares were $[ ] and the Fund had outstanding [ ] Common Shares and
6,000 auction rate preferred shares of beneficial interest (�ARPS� and, together with any other preferred shares issued
by the Fund, �Preferred Shares�). The last reported sale price of the Common Shares, as reported by the NYSE on [ ],
was $[ ] per Common Share. The net asset value (�NAV�) of the Common Shares at the close of business on [ ], was $[ ]
per Common Share. See �Description of Capital Structure.�

THE OFFERING

The Fund may offer, from time to time, in one or more offerings, up to $[ ] of the Common Shares on terms to be
determined at the time of the offering. The Common Shares may be offered at prices and on terms to be set forth in
one or more prospectus supplements. You should read this prospectus and the applicable prospectus supplement
carefully before you invest in the Common Shares. Common Shares may be offered directly to one or more
purchasers, through agents designated from time to time by the Fund, or to or through underwriters or dealers. The
prospectus supplement relating to an offering will identify any agents, underwriters or dealers involved in the sale of
Common Shares, and will set forth any applicable purchase price, fee, commission or discount arrangement between
the Fund and its agents or underwriters, or among the Fund�s underwriters, or the basis upon which such amount may
be calculated. See �Plan of Distribution.� The Fund may not sell any Common Shares through agents, underwriters or
dealers without delivery or deemed delivery of a prospectus supplement describing the method and terms of the
particular offering of the Common Shares.

USE OF PROCEEDS

The net proceeds of an offering will be invested in accordance with the Fund�s investment objective and policies as set
forth below. It is currently anticipated that the Fund will be able to invest substantially all of the net proceeds of an
offering in accordance with its investment objective and policies within approximately [ ] days of receipt by the Fund,
depending on the amount and timing of proceeds available to the Fund as well as the availability of investments
consistent with the Fund�s investment objective and policies, and except to the extent proceeds are held in cash to pay
dividends or expenses, or for temporary defensive purposes. See �Use of Proceeds.�

INVESTMENT OBJECTIVE AND POLICIES

The Fund seeks current income exempt from federal and California income tax. The Fund attempts to achieve this
objective by investing in a portfolio of municipal bonds the interest from which is exempt from federal and California
income taxes as described under �Portfolio Contents� below. As described below, in seeking to achieve its investment
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objective, the Fund will invest at least 80% of its net assets in municipal bonds that at the time of investment are of
investment grade quality, including bonds that are unrated but judged to be of investment grade quality by PIMCO.
The Fund will at all times seek to avoid bonds generating interest potentially subjecting individuals to the alternative
minimum tax. The Fund cannot assure you that it will achieve its investment objective, and you could lose all of your
investment in the Fund.

1
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PORTFOLIO MANAGEMENT STRATEGIES

Dynamic Allocation Strategy. On behalf of the Fund, PIMCO employs an active, tax-sensitive approach to investing
primarily in intermediate to long duration, investment grade municipal bonds, which carry interest payments that are
exempt from federal and California tax. The Fund also seeks to be �AMT-free� by avoiding bonds generating interest
that may subject individuals to the alternative minimum tax. With PIMCO�s macroeconomic analysis as the basis for
top-down investment decisions, the Fund offers investors an actively-managed municipal bond portfolio that can
capitalize on what PIMCO believes are attractive opportunities across states and sectors within the U.S. municipal
market. The Fund will observe various investment guidelines as summarized below.

Investment Selection Strategies. In selecting securities for the Fund, PIMCO develops an outlook for interest rates and
the economy, analyzes credit and call risks, and uses other security selection techniques. The proportion of the Fund�s
assets committed to investment in securities with particular characteristics (such as quality, sector, interest rate or
maturity) varies based on PIMCO�s outlook for the U.S. economy and the economies of other countries in the world,
the financial markets and other factors.

With respect to municipal bond market investing, PIMCO attempts to preserve and enhance the value of the Fund�s
holdings relative to the municipal bond market, generally, using proprietary analytical models that test and evaluate
the sensitivity of those holdings to changes in interest rates and yield relationships. There is no guarantee that
PIMCO�s investment selection techniques will produce the desired results.

Credit Quality. The Fund will invest at least 80% of its net assets in municipal bonds that at the time of investment are
investment grade quality. Investment grade quality bonds are bonds rated, at the time of investment, within the four
highest grades (Baa or BBB or better by Moody�s, Standard & Poor�s (�S&P�) or Fitch, Inc. (�Fitch�)), or bonds that are
unrated but judged to be of comparable quality by PIMCO. The Fund may invest up to 20% of its net assets in
municipal bonds that, at the time of investment, are rated Ba/BB or B by Moody�s, S&P or Fitch, or bonds that are
unrated but judged to be of comparable quality by PIMCO. Bonds of below investment grade quality are regarded as
having predominantly speculative characteristics with respect to capacity to pay interest and repay principal and are
commonly referred to as �junk bonds.� Bonds in the lowest investment grade category may also be considered to
possess some speculative characteristics by certain rating agencies.

Independent Credit Analysis. PIMCO relies primarily on its own analysis of the credit quality and risks associated
with individual municipal bonds considered for the Fund, rather than relying exclusively on rating agencies or
third-party research. The Fund�s portfolio manager utilizes this information in an attempt to minimize credit risk and to
identify investments that are undervalued or that offer attractive yields relative to PIMCO�s assessment of their credit
characteristics. This aspect of PIMCO�s capabilities will be particularly important to the extent that the Fund invests in
high yield municipal bonds or other securities.

Duration Management. It is expected that the Fund will normally have a long average portfolio duration (i.e., within a
ten- to twenty-year (10 to 20) range), as calculated by PIMCO, although it may be shorter or longer at any time or
from time to time depending on market conditions and other factors. There is no limit on the maturity or duration of
any individual security in which the Fund may invest. Duration is a measure used to determine the sensitivity of a
security�s price to changes in interest rates. The longer a security�s duration, the more sensitive it will be to changes in
interest rates. The portfolio manager focuses on municipal bonds with the potential to offer attractive current income,
typically looking for bonds that can provide consistently attractive current yields or that are trading at competitive
market prices. Capital appreciation, if any, generally arises from decreases in interest rates or improving credit
fundamentals for a particular state, municipality or issuer.
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PORTFOLIO CONTENTS

The Fund normally invests its net assets in a portfolio of municipal bonds the interest from which, in the opinion of
bond counsel for the issuer at the time of issuance (or on the basis of other authority believed by the Investment
Manager to be reliable), is exempt from federal and California income taxes (�California Municipal Bonds�). Under
normal market conditions, the Fund expects to be fully invested (at least 90% of its net assets) in California Municipal
Bonds. The Fund will at all times seek to avoid bonds generating interest potentially subjecting individuals to the
alternative minimum tax. The Fund will invest at least 80% of its net assets in investment grade quality municipal
bonds, including bonds that are unrated but judged to be of investment grade quality by PIMCO.

2
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The Fund may invest up to 20% of its net assets in municipal bonds that are rated Ba/BB or B or that are unrated but
judged to be of comparable quality by PIMCO. The Fund cannot assure you that it will achieve its investment
objective. The California Municipal Bonds in which the Fund invests are generally issued by the State of California, a
city in California, or a political subdivision, agency, authority, or instrumentality of such state or city.

The Fund may invest in structured notes and other related instruments, which are privately negotiated debt obligations
in which the principal and/or interest is determined by reference to the performance of a benchmark asset, market or
interest rate (an �embedded index�), such as selected securities, an index of securities or specified interest rates, or the
differential performance of two assets or markets, such as indexes reflecting bonds. The rate of interest on an
income-producing security may be fixed, floating or variable. The Fund may also engage in credit trade spreads. The
Fund may purchase and sell securities on a when-issued, delayed delivery or forward commitment basis. The Fund
may invest up to 15% of its total assets in trust certificates issued in tender option bond programs. In these programs, a
trust typically issues two classes of certificates and uses the proceeds to purchase municipal securities having
relatively long maturities and bearing interest at a fixed interest rate substantially higher than prevailing short-term
tax-exempt rates. The Fund may also invest up to 10% of its net assets in securities of other open- or closed-end
investment companies that invest primarily in municipal bonds of the types in which the Fund may invest directly.

The Fund may, but is not required to, invest in derivative instruments, such as options, futures contracts or swap
agreements, and invest in mortgage- or asset-backed securities. The Fund may purchase or sell securities on a
when-issued, delayed delivery or forward commitment basis and may engage in short sales. The Fund may also invest
in securities issued by entities, such as trusts, whose underlying assets are municipal bonds. The Fund may, without
limitation, seek to obtain market exposure to the securities in which it primarily invests by entering into a series of
purchase and sale contracts or by using other investment techniques (such as buy backs or dollar rolls).

The Fund may invest up to 20% of its net assets in illiquid securities (i.e., securities that cannot be disposed of within
seven days in the ordinary course of business at approximately the value at which the Fund has valued the securities).

LEVERAGE

The Fund utilizes leverage through its outstanding ARPS and may obtain additional leverage through the use of tender
option bonds. The amount of leverage the Fund utilizes may vary. Information regarding the terms and features of the
ARPS is provided under �Description of Capital Structure� in this Prospectus.

Although it has no current intention to do so, the Fund may also determine to issue preferred shares or other types of
senior securities. Depending upon market conditions and other factors, the Fund may or may not determine to add
leverage following an offering to maintain or increase the total amount of leverage (as a percentage of the Fund�s total
assets) that the Fund currently maintains, taking into account the additional assets raised through the issuance of
Common Shares in such offering. The Fund utilizes certain kinds of leverage, such as tender option bonds,
opportunistically and may choose to increase or decrease, or eliminate entirely, its use of such leverage over time and
from time to time based on PIMCO�s assessment of the yield curve environment, interest rate trends, market conditions
and other factors. The Fund may also determine to decrease the leverage it currently maintains through its outstanding
Preferred Shares through Preferred Share redemptions or tender offers and may or may not determine to replace such
leverage through other sources. If the Fund determines to add leverage following an offering, it is not possible to
predict with accuracy the precise amount of leverage that would be added, in part because it is not possible to predict
the number of Common Shares that ultimately will be sold in an offering or series of offerings. To the extent that the
Fund does not add additional leverage following an offering, the Fund�s total amount of leverage as a percentage of its
total assets will decrease, which could result in a reduction of investment income available for distribution to holders
of the Fund�s Common Shares (�Common Shareholders�). Leveraging is a speculative technique and there are special
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The Fund�s net assets attributable to its Preferred Shares and the net proceeds the Fund obtains from tender option
bonds or other forms of leverage utilized, if any, will be invested in accordance with the Fund�s investment objective
and policies as described in this prospectus and any prospectus supplement. So long as the rate of return, net of
applicable Fund expenses, on the debt obligations and other investments purchased by the Fund exceeds the dividend
rates payable on the Preferred Shares together with the costs to the Fund of other leverage it utilizes, the investment of
the Fund�s net assets attributable to leverage will generate more income than will be needed to pay the costs of the
leverage. If so, and all other things being equal, the excess may be used to pay higher dividends to Common
Shareholders than if the Fund were not so leveraged.

3

Edgar Filing: PIMCO CALIFORNIA MUNICIPAL INCOME FUND - Form N-2

Table of Contents 16



Table of Contents

Regarding the costs associated with the Fund�s ARPS, the terms of the ARPS provide that they would ordinarily pay
dividends at a rate set at auctions held every seven days, normally payable on the first business day following the end
of the rate period, subject to a �maximum applicable rate� calculated as a function of the ARPS� then-current rating and a
reference interest rate. However, the weekly auctions for the ARPS, as well as auctions for similar preferred shares of
other closed-end funds in the U.S., have failed since February 2008. In July 2012, Moody�s, a ratings agency that
provides ratings for the Fund�s ARPS, downgraded its rating of the ARPS from �Aaa� to �Aa2� pursuant to a revised
ratings methodology adopted by Moody�s. See �Use of Leverage,� �Description of Capital Structure,� �Principal Risks of
the Fund�Leverage Risk,� and �Principal Risks of the Fund�Additional Risks Associated with the Fund�s Preferred Shares�
for more information.

Under the Investment Company Act of 1940, as amended, and the rules and regulations thereunder (the �1940 Act�), the
Fund is not permitted to issue new preferred shares unless immediately after such issuance the value of the Fund�s total
net assets (as defined below) is at least 200% of the liquidation value of the outstanding Preferred Shares and the
newly issued preferred shares plus the aggregate amount of any senior securities of the Fund representing
indebtedness (i.e., such liquidation value plus the aggregate amount of senior securities representing indebtedness may
not exceed 50% of the Fund�s total net assets). In addition, the Fund is not permitted to declare any cash dividend or
other distribution on its Common Shares unless, at the time of such declaration, the value of the Fund�s total net assets
satisfies the above-referenced 200% coverage requirement.

The 1940 Act also generally prohibits the Fund from engaging in most forms of leverage representing indebtedness
other than preferred shares (including the use of tender option bonds, to the extent that these instruments are not
covered as described below) unless immediately after the issuance of the leverage the Fund has satisfied the asset
coverage test with respect to senior securities representing indebtedness prescribed by the 1940 Act; that is, the value
of the Fund�s total assets less all liabilities and indebtedness not represented by senior securities (for these purposes,
�total net assets�) is at least 300% of the senior securities representing indebtedness (effectively limiting the use of
leverage through senior securities representing indebtedness to 33 1/3% of the Fund�s total net assets, including assets
attributable to such leverage). In addition, the Fund is not permitted to declare any cash dividend or other distribution
on its Common Shares unless, at the time of such declaration, this asset coverage test is satisfied. The Fund may (but
is not required to) cover its commitments under tender option bonds or other derivatives instruments by the
segregation of liquid assets, or by entering into offsetting transactions or owning positions covering its obligations. To
the extent that certain of these instruments are so covered, they will not be considered �senior securities� under the 1940
Act and therefore will not be subject to the 1940 Act 300% asset coverage requirement otherwise applicable to forms
of senior securities representing indebtedness used by the Fund. However, such instruments, even if covered, represent
a form of economic leverage and create special risks. The use of these forms of leverage increases the volatility of the
Fund�s investment portfolio and could result in larger losses to Common Shareholders than if these strategies were not
used. See �Principal Risks of the Fund�Leverage Risk.�

Leveraging is a speculative technique and there are special risks and costs involved. The Fund cannot assure you that
its Preferred Shares and use of any other forms of leverage (such as the use of tender option bonds or other derivatives
strategies), if any, will result in a higher yield on your Common Shares. When leverage is used, the NAV and market
price of the Common Shares and the yield to Common Shareholders will be more volatile. See �Principal Risks of the
Fund�Leverage Risk.� In addition, dividend, interest and other costs and expenses borne by the Fund with respect to its
Preferred Shares and its use of any other forms of leverage are borne by the Common Shareholders (and not by the
holders of Preferred Shares) and result in a reduction of the NAV of the Common Shares. In addition, because the fees
received by the Investment Manager are based on the average daily net asset value of the Fund (including any assets
attributable to any preferred shares), the Investment Manager has a financial incentive for the Fund to have preferred
shares outstanding, which may create a conflict of interest between the Investment Manager, on the one hand, and the
Common Shareholders, on the other hand. The fees received by the Investment Manager are not, however, charged on
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The Fund�s ability to utilize leverage is also limited by asset coverage requirements and other guidelines imposed by
rating agencies (currently Moody�s) that provide ratings for the ARPS, which may be more restrictive than the
limitations imposed by the 1940 Act noted above. See �Description of Capital Structure� for more information.

The Fund also may borrow money in order to repurchase its shares or as a temporary measure for extraordinary or
emergency purposes, including for the payment of dividends or the settlement of securities transactions which
otherwise might require untimely dispositions of Fund securities.

INVESTMENT MANAGER

Pacific Investment Management Company LLC (�PIMCO� or the �Investment Manager�) serves as the investment
manager of the Fund. Subject to the supervision of the Board of Trustees of the Fund (the �Board�), PIMCO is
responsible for managing the investment activities of the Fund and the Fund�s business affairs and other administrative
matters. David Hammer, Executive Vice President and Municipal Bond Portfolio Manager at PIMCO, is primarily
responsible for the day-to-day management of the Fund.

The Investment Manager receives an annual fee from the Fund, payable monthly, in an amount equal to 0.705% of the
Fund�s average daily net assets, including daily net assets attributable to any preferred shares that may be outstanding.
Average daily net assets means an average of all of the determinations of the Fund�s net assets (including assets
attributable to preferred shares) during a given month at the close of business on each business day during such
month. PIMCO is located at 650 Newport Center Drive, Newport Beach, CA, 92660. Organized in 1971, PIMCO
provides investment management and advisory services to private accounts of institutional and individual clients and
to registered investment companies. PIMCO is a majority-owned indirect subsidiary of Allianz SE, a publicly traded
European insurance and financial services company. As of [ ], PIMCO had approximately $[ ] in assets under
management.

DIVIDENDS AND DISTRIBUTIONS

The Fund makes regular monthly cash distributions to Common Shareholders at a rate based upon the projected net
income of the Fund. Subject to applicable law, the Fund may fund a portion of its distributions with gains from the
sale of portfolio securities and other sources. Distributions can only be made from net investment income after paying
any accrued dividends to holders of the Preferred Shares. The dividend rate that the Fund pays will depend on a
number of factors, including dividends payable on the Preferred Shares (and expenses associated with other forms of
leverage). The net income of the Fund consists of all interest income accrued on portfolio assets less all expenses of
the Fund. Expenses of the Fund are accrued each day. Over time, substantially all the net investment income of the
Fund will be distributed. At least annually, the Fund also intends to distribute to you your pro rata share of any
available net capital gain and taxable ordinary income, if any. Although it does not now intend to do so, the Board of
Trustees may change the Fund�s dividend policy and the amount or timing of Fund distributions, based on a number of
factors, including the amount of the Fund�s undistributed net investment income and historical and projected
investment income and the amount of the expenses and dividend rates on any outstanding Preferred Shares (and other
forms of leverage). There can be no assurance that a change in market conditions or other factors will not result in a
change in the Fund distribution rate or that the rate will be sustainable in the future.

While not currently anticipated, if the Fund makes total distributions during a given calendar year in an amount that
exceeds the Fund�s net investment income and net capital gain for that calendar year, the excess would generally be
treated by Common Shareholders as a return of capital for tax purposes. A return of capital reduces a shareholder�s tax
basis, which could result in higher taxes when the shareholder sells his or her shares. For taxable shareholders, such a
distribution may result in higher taxes when the shares are ultimately sold because it may result in a larger gain or a
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smaller loss on the sale. In the event of a distribution of paid-in capital, shareholders will be receiving their own
capital back, net of the Fund�s fees and expenses.

The Fund might not distribute all or a portion of any net capital gain for a taxable year. If the Fund does not distribute
all of its net capital gain for a taxable year, it will pay federal income tax on the retained gain. Each Common
Shareholder of record as of the end of the Fund�s taxable year will include in income for federal income tax purposes,
as long-term capital gain, his or her share of the retained gain, will be deemed to have paid his or her proportionate
share of the tax paid by the Fund on such retained gain, and will be entitled to an income tax credit or refund for that
share of the tax. The Fund will treat the retained capital gain amount as a substitute for equivalent cash distributions.
The Fund will send shareholders detailed tax information with respect to the Fund�s distributions annually. See �Tax
Matters.�
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The 1940 Act currently limits the number of times the Fund may distribute long-term capital gains in any tax year,
which may increase the variability of the Fund�s distributions and result in certain distributions being comprised more
or less heavily than others of long-term capital gains currently eligible for favorable income tax rates.

Unless a Common Shareholder elects to receive distributions in cash, all distributions of Common Shareholders
whose shares are registered with the plan agent will be automatically reinvested in additional Common Shares of the
Fund under the Fund�s Dividend Reinvestment Plan.

See �Distributions� and �Dividend Reinvestment Plan.�

SHAREHOLDER SERVICING AGENT, CUSTODIAN AND TRANSFER AGENT

The Investment Manager, at its own expense, has retained UBS Warburg LLC to serve as shareholder servicing agent
for the Fund. State Street Bank and Trust Company serves as custodian of the Fund�s assets and also provides certain
fund accounting and sub-administrative services to the Investment Manager on behalf of the Fund. American Stock
Transfer & Trust Company, LLC serves as the Fund�s transfer agent and dividend disbursement agent. See �Shareholder
Servicing Agent, Custodian and Transfer Agent.�

LISTING

The Fund�s outstanding Common Shares are listed on the NYSE under the trading or �ticker� symbol PCQ as will be the
Common Shares offered in this prospectus, subject to notice of issuance.

MARKET PRICE OF SHARES

Shares of closed-end investment companies frequently trade at prices lower than NAV. Shares of closed-end
investment companies have during some periods traded at prices higher than NAV and during other periods traded at
prices lower than NAV. The Fund cannot assure you that Common Shares will trade at a price equal to or higher than
NAV in the future. NAV will be reduced immediately following an offering by any sales load and/or commissions and
the amount of offering expenses paid or reimbursed by the Fund. See �Use of Proceeds.� In addition to NAV, market
price may be affected by factors relating to the Fund such as dividend levels and stability (which will in turn be
affected by Fund expenses, including the costs of any leverage used by the Fund, levels of interest payments by the
Fund�s portfolio holdings, levels of appreciation/depreciation of the Fund�s portfolio holdings, regulation affecting the
timing and character of Fund distributions and other factors), portfolio credit quality, liquidity, call protection, market
supply and demand and similar factors relating to the Fund�s portfolio holdings. See �Use of Leverage,� �Principal Risks
of the Fund,� �Description of Capital Structure� and �Repurchase of Common Shares; Conversion to Open-End Fund� in
this prospectus, and see �Repurchase of Common Shares; Conversion to Open-End Fund� in the Statement of Additional
Information. The Common Shares are designed for long-term investors and should not be treated as trading vehicles.

PRINCIPAL RISKS OF THE FUND

The following is a summary of the principal risks associated with an investment in Common Shares of the Fund.
Investors should also refer to �Principal Risks of the Fund� in this prospectus and �Investment Objective and Policies� in
the Statement of Additional Information for a more detailed explanation of these and other risks associated with
investing in the Fund.

Market Discount Risk
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As with any stock, the price of the Fund�s Common Shares will fluctuate with market conditions and other factors. If
you sell your Common Shares, the price received may be more or less than your original investment. Net asset value
of the Fund�s Common Shares will be reduced immediately following an offering by any sales load and/or
commissions and offering expenses paid or reimbursed by the Fund in connection with such offering. The completion
of an offering may result in an immediate dilution of the NAV per Common Share for all existing
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Common Shareholders. The Common Shares are designed for long-term investors and should not be treated as trading
vehicles. Shares of closed-end management investment companies frequently trade at a discount from their NAV. The
Common Shares may trade at a price that is less than the offering price for Common Shares issued pursuant to an
offering. This risk may be greater for investors who sell their Common Shares relatively shortly after completion of an
offering.

Interest Rate Risk

Interest rate risk is the risk that the municipal bonds and other instruments in the Fund�s portfolio will decline in value
because of a change in interest rates. As nominal interest rates rise, the value of certain fixed income securities held by
the Fund is likely to decrease. A nominal interest rate can be described as the sum of a real interest rate and an
expected inflation rate. Interest rate changes can be sudden and unpredictable, and the Fund may lose money as a
result of movements in interest rates. The Fund may not be able to hedge against changes in interest rates or may
choose not to do so for cost or other reasons. In addition, any hedges may not work as intended.

A wide variety of factors can cause interest rates to rise (e.g., central bank monetary policies, inflation rates, general
economic conditions). This risk may be particularly acute in the current market environment because market
interest rates are currently at historically low levels. This, combined with recent economic recovery, the Federal
Reserve Board�s conclusion of its quantitative easing program, and increases in federal funds interest rates in 2015 and
2016, which had not occurred since 2006, could potentially increase the probability of an upward interest rate
environment in the near future. To the extent the Federal Reserve Board continues to raise interest rates, there is a risk
that rates across the financial system may rise.

Fixed income securities with longer durations tend to be more sensitive to changes in interest rates, usually making
them more volatile than securities with shorter durations. Duration is a measure used to determine the sensitivity of a
security�s price to changes in interest rates that incorporates a security�s yield, coupon, final maturity and call features,
among other characteristics. Duration is useful primarily as a measure of the sensitivity of a fixed income security�s
market price to interest rate (i.e. yield) movements. All other things remaining equal, for each one percentage point
increase in interest rates, the value of a portfolio of fixed income investments would generally be expected to decline
by one percent for every year of the portfolio�s average duration above zero. For example, the value of a portfolio of
fixed income securities with an average duration of eight years would generally be expected to decline by
approximately 8% if interest rates rose by one percentage point.

Variable and floating rate securities generally are less sensitive to interest rate changes but may decline in value if
their interest rates do not rise as much, or as quickly, as interest rates in general. Conversely, floating rate securities
will not generally increase in value if interest rates decline. Inverse floating rate securities may decrease in value if
interest rates increase. Inverse floating rate securities may also exhibit greater price volatility than a fixed rate
obligation with similar credit quality. When the Fund holds variable or floating rate securities, a decrease (or, in the
case of inverse floating rate securities, an increase) in market interest rates will adversely affect the income received
from such securities and the NAV of the Fund�s shares.

During periods of very low or negative interest rates, the Fund may be unable to maintain positive returns. Interest
rates in the United States are at or near historically low levels. Very low or negative interest rates may magnify
interest rate risk. Changing interest rates, including rates that fall below zero, may have unpredictable effects on
markets, may result in heightened market volatility and may detract from Fund performance to the extent the Fund is
exposed to such interest rates.
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Measures such as average duration may not accurately reflect the true interest rate sensitivity of the Fund. This is
especially the case if the Fund consists of securities with widely varying durations. Therefore, if the Fund has an
average duration that suggests a certain level of interest rate risk, the Fund may in fact be subject to greater interest
rate risk than the average would suggest. This risk is greater to the extent the Fund uses leverage or derivatives in
connection with the management of the Fund.

Convexity is an additional measure used to understand a security�s or Fund�s interest rate sensitivity. Convexity
measures the rate of change of duration in response to changes in interest rates. With respect to a security�s price, a
larger convexity (positive or negative) may imply more dramatic price changes in response to changing interest rates.
Convexity may be positive or negative. Negative convexity implies that interest rate increases result in
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increased duration, meaning increased sensitivity in prices in response to rising interest rates. Thus, securities with
negative convexity, which may include bonds with traditional call features and certain mortgage-backed securities,
may experience greater losses in periods of rising interest rates. Accordingly, if the Fund holds such securities, the
Fund may be subject to a greater risk of losses in periods of rising interest rates.

Rising interest rates may result in a decline in value of the Fund�s municipal bond investments and in periods of
volatility. Further, while U.S. municipal bond markets have steadily grown over the past three decades, dealer �market
making� ability has remained relatively stagnant. As a result, dealer inventories of certain types of bonds and similar
instruments, which provide a core indication of the ability of financial intermediaries to �make markets,� are at or near
historic lows in relation to market size. Because market makers provide stability to a market through their
intermediary services, the significant reduction in dealer inventories could potentially lead to decreased liquidity and
increased volatility in the fixed income markets. Such issues may be exacerbated during periods of economic
uncertainty. All of these factors, collectively and/or individually, could cause the Fund to lose value.

Concentration Risk

As described above, except to the extent the Fund invests in temporary investments, the Fund will invest substantially
all of its net assets in California Municipal Bonds. The Fund is therefore susceptible to political, economic, regulatory
and other factors affecting issuers of California Municipal Bonds, their ability to meet their obligations and the
economic condition of the facility or specific revenue source from whose revenues payments of obligations may be
made. The ability of state, county, or local governments or other issuers of California Municipal Bonds to meet their
obligations will depend primarily on the availability of tax and other revenues to those entities. The amounts of tax
and other revenues available to issuers of California Municipal Bonds may be affected from time to time by economic,
political and demographic conditions that specifically impact California. In addition, there are constitutional and
statutory restrictions that limit the power of certain issuers to raise revenues or increase taxes. The availability of
federal, state and local aid to issuers of California Municipal Bonds may also affect their ability to meet their
obligations. The creditworthiness of obligations issued by local California issuers may be unrelated to the
creditworthiness of obligations issued by the State of California and there is no obligation on the part of the State to
make payment on such local obligations in the event of default. Any reduction in the actual or perceived ability of an
issuer of California Municipal Bonds to meet its obligations (including a reduction in the rating of its outstanding
securities) would likely affect adversely the market value and marketability of its obligations and could adversely
affect the values of other California Municipal Bonds as well. Moreover, in such circumstances, the value of the
Fund�s shares may fluctuate more widely than the value of shares of a more diversified fund which invests in a number
of different states.

The foregoing information constitutes only a brief summary of some of the general factors which may impact certain
issuers of California Municipal Bonds and does not purport to be a complete or exhaustive description of all adverse
conditions to which the issuers of such bonds held by the Fund are subject. Additionally, many factors including
national economic, social and environmental policies and conditions, which are not within the control of the issuers of
California Municipal Bonds, could affect or could have an adverse impact on the financial condition of the issuers.
The Fund is unable to predict whether or to what extent such factors or other factors may affect the issuers of
California Municipal Bonds, the market value or marketability of such bonds or the ability of the respective issuers of
the bonds acquired by the Fund to pay interest on or principal of such bonds. This information has not been
independently verified.

For a more detailed description of these and other risks affecting investment in California Municipal Bonds, see
�Appendix B--Factors pertaining to California� in the Statement of Additional Information.
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Municipal Bond Risk

Investing in the municipal bond market involves the risks of investing in debt securities generally and certain other
risks. The amount of public information available about the municipal bonds in which the Fund may invest is
generally less than that for corporate equities or bonds, and the investment performance of the Fund�s investment in
municipal bonds may therefore be more dependent on the analytical abilities of PIMCO than its investments in taxable
bonds. The secondary market for municipal bonds also tends to be less well developed or liquid than many other
securities markets, which may adversely affect the Fund�s ability to sell municipal bonds at attractive prices.
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The ability of municipal issuers to make timely payments of interest and principal may be diminished during general
economic downturns, by litigation, legislation or political events, or by the bankruptcy of the issuer. Laws, referenda,
ordinances or regulations enacted in the future by Congress or state legislatures or the applicable governmental entity
could extend the time for payment of principal and/or interest, or impose other constraints on enforcement of such
obligations, or on the ability of municipal issuers to levy taxes. Issuers of municipal securities also might seek
protection under the bankruptcy laws. In the event of bankruptcy of such an issuer, the Fund could experience delays
in collecting principal and interest and the Fund may not, in all circumstances, be able to collect all principal and
interest to which it is entitled. To enforce its rights in the event of a default in the payment of interest or repayment of
principal, or both, the Fund may take possession of and manage the assets securing the issuer�s obligations on such
securities, which may increase the Fund�s operating expenses.

The Fund may invest in revenue bonds, which are typically issued to fund a wide variety of capital projects including
electric, gas, water and sewer systems; highways, bridges and tunnels; port and airport facilities; colleges and
universities; and hospitals. Because the principal security for a revenue bond is generally the net revenues derived
from a particular facility or group of facilities or, in some cases, from the proceeds of a special excise or other specific
revenue source, there is no guarantee that the particular project will generate enough revenue to pay its obligations, in
which case the Fund�s performance may be adversely affected.

The Fund may invest in taxable municipal bonds, such as Build America Bonds. Build America Bonds are tax credit
bonds created by the American Recovery and Reinvestment Act of 2009, which authorized state and local
governments to issue Build America Bonds as taxable bonds in 2009 and 2010, without volume limitations, to finance
any capital expenditures for which such issuers could otherwise issue traditional tax-exempt bonds. The Fund�s
investments in Build America Bonds or similar taxable municipal bonds will result in taxable income and the Fund
may elect to pass through to Common Shareholders the corresponding tax credits. The tax credits can generally be
used to offset federal income taxes and the alternative minimum tax, but such credits are generally not refundable.
Taxable municipal bonds involve similar risks as tax-exempt municipal bonds, including credit and market risk. See
�Principal Risks of the Fund�Credit Risk� and �Principal Risks of the Fund�Market Risk.�

Municipal securities are also subject to interest rate, credit, and liquidity risk, which are discussed generally elsewhere
in this section, and elaborated upon below with respect to municipal bonds.

Interest Rate Risk. The value of municipal securities, similar to other fixed income securities, will likely drop as
interest rates rise in the general market. Conversely, when rates decline, bond prices generally rise.

Credit Risk. The risk that a borrower may be unable to make interest or principal payments when they are due. Funds
that invest in municipal securities rely on the ability of the issuer to service its debt. This subjects the Fund to credit
risk in that the municipal issuer may be fiscally unstable or exposed to large liabilities that could impair its ability to
honor its obligations. Municipal issuers with significant debt service requirements, in the near-to mid-term; unrated
issuers and those with less capital and liquidity to absorb additional expenses may be most at risk. To the extent the
Fund invests in lower quality or high yield municipal securities, it may be more sensitive to the adverse credit events
in the municipal market. The treatment of municipalities in bankruptcy is more uncertain, and potentially more
adverse to debt holders, than for corporate issues.

Liquidity Risk. The risk that investors may have difficulty finding a buyer when they seek to sell, and therefore, may
be forced to sell at a discount to the market value. Liquidity may sometimes be impaired in the municipal market and
because the Fund primarily invests in municipal securities, it may find it difficult to purchase or sell such securities at
opportune times. Liquidity can be impaired due to interest rate concerns, credit events, or general supply and demand
imbalances. Depending on the particular issuer and current economic conditions, municipal securities could be
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deemed more volatile investments.

In addition to general municipal market risks, different municipal sectors may face different risks. For instance,
general obligation bonds are secured by the full faith, credit, and taxing power of the municipality issuing the
obligation. As such, timely payment depends on the municipality�s ability to raise tax revenue and maintain a fiscally
sound budget. The timely payments may also be influenced by any unfunded pension liabilities or other
post-employee benefit plan (OPEB) liabilities.
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Revenue bonds are secured by special tax revenues or other revenue sources. If the specified revenues do not
materialize, then the bonds may not be repaid.

Private activity bonds are yet another type of municipal security. Municipalities use private activity bonds to finance
the development of industrial facilities for use by private enterprise. Principal and interest payments are to be made by
the private enterprise benefitting from the development, which means that the holder of the bond is exposed to the risk
that the private issuer may default on the bond.

Moral obligation bonds are usually issued by special purpose public entities. If the public entity defaults, repayment
becomes a �moral obligation� instead of a legal one. The lack of a legally enforceable right to payment in the event of
default poses a special risk for a holder of the bond because it has little or no ability to seek recourse in the event of
default.

In addition, a significant restructuring of federal income tax rates or even serious discussion on the topic in Congress
could cause municipal bond prices to fall. The demand for municipal securities is strongly influenced by the value of
tax-exempt income to investors. Lower income tax rates could reduce the advantage of owning municipal securities.

Municipal notes are similar to general municipal debt obligations, but they generally possess shorter terms. Municipal
notes can be used to provide interim financing and may not be repaid if anticipated revenues are not realized.

California State-Specific Risk

The Fund invests substantially all of its assets in California Municipal Bonds, and therefore may be affected
significantly by economic, regulatory or political developments affecting the ability of California issuers to pay
interest or repay principal. Certain issuers of California Municipal Bonds have experienced serious financial
difficulties in the past and reoccurrence of these difficulties may impair the ability of certain California issuers to pay
principal or interest on their obligations. Provisions of the California Constitution and State statutes which limit the
taxing and spending authority of California governmental entities may impair the ability of California issuers to pay
principal and/or interest on their obligations. While California�s economy is broad, it does have major concentrations
in high technology, aerospace and defense-related manufacturing, trade, entertainment, real estate and financial
services, and may be sensitive to economic problems affecting those industries. Future California political and
economic developments, constitutional amendments, legislative measures, executive orders, administrative
regulations, litigation and voter initiatives could have an adverse effect on the debt obligations of California issuers.

Municipal Project-Specific Risk

The Fund may be more sensitive to adverse economic, business or political developments if it invests a substantial
portion of its assets in the bonds of specific projects (such as those relating to education, health care, housing,
transportation, and utilities), industrial development bonds, or in general obligation bonds, particularly if there is a
large concentration from issuers in a single state. This is because the value of municipal securities can be significantly
affected by the political, economic, legal, and legislative realities of the particular issuer�s locality or municipal sector
events. Similarly, changes to state or federal regulation tied to a specific sector, such as the hospital sector, could have
an impact on the revenue stream for a given subset of the market.

Insurance Risk

The Fund may purchase municipal securities that are secured by insurance, bank credit agreements or escrow
accounts. The credit quality of the companies that provide such credit enhancements will affect the value of those
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securities. Certain significant providers of insurance for municipal securities have recently incurred significant losses
as a result of exposure to sub-prime mortgages and other lower credit quality investments that have experienced recent
defaults or otherwise suffered extreme credit deterioration. As a result, such losses have reduced the insurers� capital
and called into question their continued ability to perform their obligations under such insurance if they are called
upon to do so in the future. While an insured municipal security will typically be deemed to have the rating of its
insurer, if the insurer of a municipal security suffers a downgrade in its credit rating or the market discounts the value
of the insurance provided by the insurer, the rating of the underlying municipal security will be
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more relevant and the value of the municipal security would more closely, if not entirely, reflect such rating. In such a
case, the value of insurance associated with a municipal security would decline and may not add any value. The
insurance feature of a municipal security does not guarantee the full payment of principal and interest through the life
of an insured obligation, the market value of the insured obligation or the net asset value of the common shares
represented by such insured obligation.

Inflation/Deflation Risk

Inflation risk is the risk that the value of assets or income from the Fund�s investments will be worth less in the future
as inflation decreases the value of payments at future dates. As inflation increases, the real value of the Fund�s
portfolio could decline. Deflation risk is the risk that prices throughout the economy decline over time. Deflation may
have an adverse effect on the creditworthiness of issuers and may make issuer default more likely, which may result in
a decline in the value of the Fund�s portfolio and Common Shares.

Call Risk

Call risk refers to the possibility that an issuer may exercise its right to redeem a municipal bond or other fixed income
security earlier than expected (a call). Issuers may call outstanding municipal bonds or other securities prior to their
maturity for a number of reasons (e.g., declining interest rates, changes in credit spreads and improvements in the
issuer�s credit quality). If an issuer calls a municipal bond or other security in which the Fund has invested, the Fund
may not recoup the full amount of its initial investment and may be forced to reinvest in lower-yielding securities,
securities with greater credit risks or securities with other, less favorable features.

Credit Risk

The Fund could lose money if the issuer or guarantor of a debt security (including a security purchased with securities
lending collateral), or the counterparty to a derivatives contract, repurchase agreement or a loan of portfolio securities,
is unable or unwilling, or is perceived (whether by market participants, rating agencies, pricing services or otherwise)
as unable or unwilling, to make timely principal and/or interest payments, or to otherwise honor its obligations. The
downgrade of the credit of a security held by the Fund may decrease its value. Securities are subject to varying
degrees of credit risk, which are often reflected in credit ratings. Measures such as average credit quality may not
accurately reflect the true credit risk of the Fund. This is especially the case if the Fund holds securities with widely
varying credit ratings. Therefore, if the Fund has an average credit rating that suggests a certain credit quality, the
Fund may in fact be subject to greater credit risk than the average would suggest. This risk is greater to the extent the
Fund uses leverage or derivatives in connection with the management of the Fund. Municipal bonds are subject to the
risk that litigation, legislation or other political events, local business or economic conditions, or the bankruptcy of the
issuer could have a significant effect on an issuer�s ability to make payments of principal and/or interest.

High Yield Securities Risk

In general, lower rated debt securities carry a greater degree of risk that the issuer will lose its ability to make interest
and principal payments, which could have a negative effect on the NAV of the Fund�s Common Shares or Common
Share dividends. Securities of below investment grade quality are regarded as having predominantly speculative
characteristics with respect to capacity to pay interest and repay principal, and are commonly referred to as �high yield�
securities or �junk bonds.� High yield securities involve a greater risk of default and their prices are generally more
volatile and sensitive to actual or perceived negative developments, such as a decline in the issuer�s revenues or
revenues of underlying borrowers or a general economic downturn, than are the prices of higher grade securities. Debt
securities in the lowest investment grade category may also be considered to possess some speculative characteristics
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by certain rating agencies. An economic downturn could severely affect the ability of issuers (particularly those that
are highly leveraged) to service their debt obligations or to repay their obligations upon maturity. Lower-rated
securities are generally less liquid than higher-rated securities, which may have an adverse effect on the Fund�s ability
to dispose of a particular security. For example, under adverse market or economic conditions, the secondary market
for below investment grade securities could contract further, independent of any specific adverse changes in the
condition of a particular issuer, and certain securities in the Fund�s portfolio may become illiquid or less liquid. As a
result, the Fund could find it more difficult to sell these securities or may be able to sell these securities only at prices
lower than if such securities were widely traded. See
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�Principal Risks of the Fund�Liquidity Risk.� To the extent the Fund invests in below investment grade debt obligations,
PIMCO�s capabilities in analyzing credit quality and associated risks will be particularly important, and there can be
no assurance that PIMCO will be successful in this regard. See �Portfolio Contents�High Yield Securities� for additional
information. Due to the risks involved in investing in high yield securities, an investment in the Fund should be
considered speculative.

The Fund�s credit quality policies apply only at the time a security is purchased, and the Fund is not required to dispose
of a security in the event that a rating agency or PIMCO downgrades its assessment of the credit characteristics of a
particular issue. In determining whether to retain or sell such a security, PIMCO may consider factors including, but
not limited to, PIMCO�s assessment of the credit quality of the issuer of such security, the price at which such security
could be sold and the rating, if any, assigned to such security by other rating agencies. Analysis of creditworthiness
may be more complex for issuers of high yield securities than for issuers of higher quality debt securities.

Market Risk

The market price of securities owned by the Fund may go up or down, sometimes rapidly or unpredictably. Securities
may decline in value due to factors affecting securities markets generally or particular industries represented in the
securities markets. The value of a security may decline due to general market conditions that are not specifically
related to a particular company, such as real or perceived adverse economic conditions, changes in the general outlook
for corporate earnings, changes in interest rates, adverse changes to credit markets or adverse investor sentiment
generally. The value of a security may also decline due to factors that affect a particular industry or industries, such as
labor shortages or increased production costs and competitive conditions within an industry. During a general
downturn in the securities markets, multiple asset classes may decline in value simultaneously. Credit ratings
downgrades may also negatively affect securities held by the Fund. Even when markets perform well, there is no
assurance that the investments held by the Fund will increase in value along with the broader market. In addition,
market risk includes the risk that geopolitical events will disrupt the economy on a national or global level. For
instance, terrorism, market manipulation, government defaults, government shutdowns, political changes or
diplomatic developments, and natural/environmental disasters can all negatively impact the securities markets, which
could cause the Fund to lose value. Any market disruptions could also prevent the Fund from executing advantageous
investment decisions in a timely manner. Thus, investors should closely monitor current market conditions to
determine whether the Fund meets their individual financial needs and tolerance for risk.

Current market conditions may pose heightened risks with respect funds that invest in fixed income securities. As
discussed more under �Principal Risks of the Fund�Interest Rate Risk,� interest rates in the U.S. are near historically low
levels. However, continued economic recovery, the end of the Federal Reserve Board�s quantitative easing program,
and an increased likelihood of a rising interest rate environment increase the risk that interest rates will continue to
rise in the near future. Any further interest rate increases in the future could cause the value of the Fund to decrease.
As such, fixed income securities markets may experience heightened levels of interest rate, volatility and liquidity
risk.

Exchanges and securities markets may close early, close late or issue trading halts on specific securities, which may
result in, among other things, the Fund being unable to buy or sell certain securities or financial instruments at an
advantageous time or accurately price its portfolio investments. In addition, the Fund may rely on various third-party
sources to calculate its NAV. As a result, the Fund is subject to certain operational risks associated with reliance on
service providers and service providers� data sources. In particular, errors or systems failures and other technological
issues may adversely impact the Fund�s calculations of its NAV, and such NAV calculation issues may result in
inaccurately calculated NAVs, delays in NAV calculation and/or the inability to calculate NAVs over extended
periods. The Fund may be unable to recover any losses associated with such failures.
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Municipal Bond Market Risk. The amount of public information available about the municipal bonds in the Fund�s
portfolio is generally less than that for corporate equities or bonds, and the investment performance of the Fund may
therefore be more dependent on the analytical abilities of PIMCO than would be a stock fund or taxable bond fund.
The secondary market for municipal bonds, particularly below investment grade bonds in which the Fund may invest,
also tends to be less well-developed and less liquid than many other securities markets, which may adversely affect
the Fund�s ability to sell its bonds at attractive prices.
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Issuer Risk

The value of a security may decline for a number of reasons that directly relate to the issuer, such as management
performance, financial leverage and reduced demand for the issuer�s goods or services, as well as the historical and
prospective earnings of the issuer and the value of its assets. A change in the financial condition of a single issuer may
affect securities markets as a whole. These risks can apply to the Common Shares issued by the Fund and to the
issuers of securities and other instruments in which the Fund invests.

Liquidity Risk

The Fund may invest up to 20% of its net assets in illiquid securities (i.e., securities that cannot be disposed of within
seven days in the ordinary course of business at approximately the value at which the Fund has valued the securities).
Liquidity risk exists when particular investments are difficult to purchase or sell at the time that the Fund would like
or at the price that the Fund believes such investments are currently worth. Many of the Fund�s investments may be
illiquid. Illiquid securities may become harder to value, especially in changing markets. The Fund�s investments in
illiquid securities may reduce the returns of the Fund because it may be unable to sell the illiquid securities at an
advantageous time or price or possibly require the Fund to dispose of other investments at unfavorable times or prices
in order to satisfy its obligations, which could prevent the Fund from taking advantage of other investment
opportunities. Additionally, the market for certain investments may become illiquid under adverse market or
economic conditions independent of any specific adverse changes in the conditions of a particular issuer. Bond
markets have consistently grown over the past three decades while the capacity for traditional dealer counterparties to
engage in fixed income trading has not kept pace and in some cases has decreased. As a result, dealer inventories of
corporate bonds, which provide a core indication of the ability of financial intermediaries to �make markets,� are at or
near historic lows in relation to market size. Because market makers seek to provide stability to a market through their
intermediary services, the significant reduction in dealer inventories could potentially lead to decreased liquidity and
increased volatility in the fixed income markets. Such issues may be exacerbated during periods of economic
uncertainty. To the extent that the Fund�s principal investment strategies involve Rule 144A securities, illiquid sectors
of fixed income securities, derivatives or securities with substantial market and/or credit risk, the Fund will tend to
have the greatest exposure to liquidity risk. Further, fixed income securities with longer durations until maturity face
heightened levels of liquidity risk as compared to fixed income securities with shorter durations until maturity. The
risks associated with illiquid instruments may be particularly acute in situations in which the Fund�s operations require
cash and could result in the Fund borrowing to meet its short-term needs or incurring losses on the sale of illiquid
instruments. It may also be the case that other market participants may be attempting to liquidate fixed income
holdings at the same time as the Fund, causing increased supply in the market and contributing to liquidity risk and
downward pricing pressure. See �Principal Risks of the Fund� Valuation Risk.�

Derivatives Risk

The Fund may utilize a variety of derivative instruments (both long and short positions) for investment or risk
management purposes, as well as to leverage its portfolio. The Fund may use derivatives to gain exposure to securities
markets in which it may invest (e.g., pending investment of the proceeds of this offering in individual securities, as
well as on an ongoing basis). The Fund may also use derivatives to add leverage to its portfolio. See �Principal Risks of
the Fund�Leverage Risk.� Derivatives transactions that the Fund may utilize include, but are not limited to, purchases or
sales of futures and forward contracts, call and put options, total return swaps, basis swaps and other swap
agreements. The Fund may also have exposure to derivatives, such as interest rate or credit-default swaps, through
investment in credit-linked trust certificates and other securities issued by special purpose or structured vehicles. The
Fund�s use of derivative instruments involves risks different from, and possibly greater than, the risks associated with
investing directly in securities and other traditional investments. Derivatives are subject to a number of risks described
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elsewhere in this prospectus, such as liquidity risk, interest rate risk, issuer risk, credit risk, leverage risk, counterparty
risk, and management risk. See �Principal Risks of the Fund�Segregation and Coverage Risk.� They also involve the risk
of mispricing or improper valuation, the risk of unfavorable or ambiguous documentation and the risk that changes in
the value of the derivative may not correlate perfectly with the underlying asset, rate or index. If the Fund invests in a
derivative instrument, it could lose more than the principal amount invested. Also, suitable derivative transactions
may not be available in all circumstances and there can be no assurance that the Fund will engage in these transactions
to reduce exposure to other risks when that would be beneficial. The Fund�s use of derivatives also may affect the
amount, timing, or character of distributions to, and taxes payable by, Common Shareholders. See �Tax Matters.�
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The regulation of the derivatives markets has increased over the past several years, and additional future regulation of
the derivatives markets may make derivatives more costly, may limit the availability or reduce the liquidity of
derivatives, or may otherwise adversely affect the value or performance of derivatives. Any such adverse future
developments could impair the effectiveness of the Fund�s derivative transactions and cause the Fund to lose value. For
instance, in December 2015, the SEC proposed new regulations applicable to a registered investment company�s use of
derivatives and related instruments. If adopted as proposed, these regulations could significantly limit or impact the
Fund�s ability to invest in derivatives and other instruments, limit the Fund�s ability to employ certain strategies that use
derivatives and/or adversely affect the Fund�s performance, efficiency in implementing their strategy, liquidity and/or
ability to pursue its investment objective.

Leverage Risk

The Fund�s use of leverage (as described under �Use of Leverage� in the body of this prospectus) creates the opportunity
for increased Common Share net income, but also creates special risks for Common Shareholders. To the extent used,
there is no assurance that the Fund�s leveraging strategies will be successful. Leverage is a speculative technique that
may expose the Fund to greater risk and increased costs. The Fund�s assets attributable to its outstanding Preferred
Shares or the net proceeds that the Fund obtains from its use of tender option bonds, derivatives or other forms of
leverage, if any, will be invested in accordance with the Fund�s investment objective and policies as described in this
prospectus. Dividends payable with respect to the Preferred Shares and interest expense payable by the Fund with
respect to any tender option bonds, derivatives and other forms of leverage will generally be based on shorter-term
interest rates that would be periodically reset. So long as the Fund�s portfolio investments provide a higher rate of
return (net of applicable Fund expenses) than the dividend rate on the Preferred Shares and the interest expenses and
other costs to the Fund of such other leverage, the investment of the proceeds thereof will generate more income than
will be needed to pay the costs of the leverage. If so, and all other things being equal, the excess may be used to pay
higher dividends to Common Shareholders than if the Fund were not so leveraged. If, however, shorter-term interest
rates rise relative to the rate of return on the Fund�s portfolio, the interest and other costs to the Fund of leverage
(including interest expenses on tender option bonds and the dividend rate on any outstanding preferred shares) could
exceed the rate of return on the debt obligations and other investments held by the Fund, thereby reducing return to
Common Shareholders. In addition, fees and expenses of any form of leverage used by the Fund will be borne entirely
by the Common Shareholders (and not by preferred shareholders, if any) and will reduce the investment return of the
Common Shares. Therefore, there can be no assurance that the Fund�s use of leverage will result in a higher yield on
the Common Shares, and it may result in losses. In addition, any Preferred Shares issued by the Fund are expected to
pay cumulative dividends, which may tend to increase leverage risk.

Leverage creates several major types of risks for Common Shareholders, including:
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