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5.60% Issuer Callable Daily Range Accrual Notes Linked to the Russell 2000® Index, due April 28, 2025

Fully and Unconditionally Guaranteed by Bank of America Corporation

· The CUSIP number for the notes is 09709TBL4.

·

The notes are unsecured senior notes issued by BofA Finance LLC (“BofA Finance”), a direct, wholly-owned
subsidiary of Bank of America Corporation (“BAC” or the “Guarantor”), which are fully and unconditionally guaranteed
by the Guarantor. Any payments due on the notes, including any repayment of principal, will be subject to the credit
risk of BofA Finance, as issuer of the notes, and the credit risk of Bank of America Corporation, as guarantor of the
notes.

·The notes do not guarantee a full return of your principal at maturity, and you could lose up to 80% of the principal
amount at maturity.

· The notes will mature on April 28, 2025, unless previously called.

·Payments on the notes will depend on the performance of the Russell 2000® Index (Bloomberg ticker: “RTY”) (the
“Market Measure”).

· Interest, if payable, will be paid monthly, on the dates specified below. For each monthly interest period, you
will receive interest at a variable rate per annum equal to the product of:

(a) the Base Rate of 5.60%; and
(b) N/D; where,

“N” = the number of trading days in the applicable monthly Observation Period (as defined below) on which the closing
level of the Market Measure is greater than or equal to the Accrual Barrier; and

“D” = the total number of trading days in the applicable Observation Period.

·
We have the right to redeem all, but not less than all, of the notes on any Call Date at 100% of the principal amount,
plus any accrued and unpaid interest. The “Call Date” will be each Interest Payment Date beginning on October 28,
2018 and ending on March 28, 2025. No further amounts will be payable following an early redemption.

·If the notes are not redeemed prior to maturity, the amount you will be entitled to receive at maturity per $1,000 in
principal amount of the notes (the “Redemption Amount”) will be determined as follows:

a)if the Ending Value of the Market Measure is greater than or equal to the Threshold Value, you will receive at
maturity the principal amount;
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b)
if the Ending Value is less than the Threshold Value, you will lose 1% of the principal amount for each 1% that the
Ending Value is less than the Threshold Value. In that case, the Redemption Amount will be less than the principal
amount.

In each case, you will receive any accrued and unpaid interest.

· The “Accrual Barrier” and the “Threshold Value” are 80% of the Starting Value.
· The notes will not be listed on any securities exchange.

· The notes will be issued in denominations of $1,000 and whole multiples of $1,000.

·

The initial estimated value of the notes is less than the public offering price. The initial estimated value of the
notes as of October 25, 2017 (the “pricing date”) is $947 per $1,000 in principal amount. See “Summary” beginning on
page PS-3 of this pricing supplement, “Risk Factors” beginning on page PS-8 of this pricing supplement and
“Structuring the Notes” on page PS-17 of this pricing supplement for additional information. The actual value of your
notes at any time will reflect many factors and cannot be predicted with accuracy.

· The notes and the related guarantee:

Are Not FDIC Insured Are Not Bank Guaranteed May Lose
Value

Per
Note Total

Public
Offering
Price	

$1,000 $ 9,000,000

Underwriting
Discount	  $40 $    360,000

Proceeds
(before
expenses) to
BofA
Finance	

$960 $ 8,640,000

The notes and the related guarantee of the notes by the Guarantor are unsecured and are not savings accounts,
deposits, or other obligations of a bank. The notes are not guaranteed by Bank of America, N.A. or any other bank,
are not insured by the Federal Deposit Insurance Corporation or any other governmental agency and involve
investment risks. Potential purchasers of the notes should consider the information in “Risk Factors” beginning on
page PS-8 of this pricing supplement, page PS-5 of the accompanying product supplement, page S-4 of the
accompanying prospectus supplement, and page 7 of the accompanying prospectus. You may lose some or all of your
principal amount in the notes.

None of the Securities and Exchange Commission (the “SEC”), any state securities commission, or any other
regulatory body has approved or disapproved of these notes or the guarantee, or passed upon the adequacy or
accuracy of this pricing supplement, or the accompanying product supplement, prospectus supplement or prospectus.
Any representation to the contrary is a criminal offense.

We will deliver the notes in book-entry form only through The Depository Trust Company on October 27, 2017
against payment in immediately available funds.

BofA Merrill Lynch

Selling Agent
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SUMMARY

The 5.60% Issuer Callable Daily Range Accrual Notes Linked to the Russell 2000® Index, due April 28, 2025 (the
“notes”) are our senior debt securities. Any payments on the notes are fully and unconditionally guaranteed by BAC.
The notes and the related guarantee are not insured by the Federal Deposit Insurance Corporation or secured by
collateral. The notes will rank equally with all of our other unsecured senior debt, and the related guarantee
will rank equally with all of BAC’s other unsecured and unsubordinated debt. Any payments due on the notes,
including any repayment of the principal amount, will be subject to the credit risk of BofA Finance, as issuer,
and BAC, as guarantor.

If, on any trading day during an Observation Period, the closing level of the Market Measure is greater than or equal
to the Accrual Barrier, the interest will accrue on that day at a rate of 5.60% per annum. Otherwise, no interest will
accrue on that day. Prior to the maturity date, on each Interest Payment Date beginning on October 28, 2018 and
ending on March 28, 2025, we have the right to redeem all, but not less than all, of the notes at 100% of the principal
amount, plus any accrued and unpaid interest. No further amounts will be payable following an early redemption. If
the notes are not called prior to maturity, in addition to any accrued and unpaid interest, if the Ending Value of the
Market Measure is greater than or equal to the Threshold Value, at maturity you will receive the principal amount. If
the Ending Value is less than the Threshold Value, you will lose 1% of the principal amount for each 1% that the
Ending Value is less than the Threshold Value.

Any payments on the notes depend on the credit risk of BofA Finance and BAC and on the performance of the Market
Measure. The economic terms of the notes (including the Base Rate, the Accrual Barrier and the Threshold Value) are
based on BAC’s internal funding rate, which is the rate it would pay to borrow funds through the issuance of
market-linked notes and the economic terms of certain related hedging arrangements it enters into. BAC’s internal
funding rate is typically lower than the rate it would pay when it issues conventional fixed or floating rate debt
securities. This difference in funding rate, as well as the underwriting discount and the hedging related charges
described below, reduced the economic terms of the notes to you and the initial estimated value of the notes. Due to
these factors, the public offering price you pay to purchase the notes is greater than the initial estimated value of the
notes as of the pricing date.

On the cover page of this pricing supplement, we have provided the initial estimated value for the notes. For more
information about the initial estimated value and the structuring of the notes, see “Risk Factors” beginning on page PS-8
and “Structuring the Notes” on page PS-17.

Issuer: BofA Finance LLC (“BofA Finance”)
Guarantor: Bank of America Corporation (“BAC”)
Term: Approximately 7.5 years, if not previously called
Pricing Date: October 25, 2017
Issue Date: October 27, 2017
Calculation
Day:

April 24, 2025, subject to postponement as set forth in the section “Description of the Notes—Certain
Terms of the Notes—Events Relating to Calculation Days” of the accompanying product supplement.

Maturity
Date: April 28, 2025

Market
Measure: The Russell 2000® Index (Bloomberg ticker: “RTY”), a price return index.

Interest: For each monthly interest period, you will receive interest at a variable rate per annum equal to the
product of:
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(a)	      Base Rate; and

(b)	      N/D; where,

“N” = the number of trading days in the applicable Observation Period on which the closing level of the
Market Measure is greater than or equal to the Accrual Barrier; and

PS-3
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“D” = the total number of trading days in the applicable Observation Period.
Base Rate: 5.60%
Accrual
Barrier: 1,194.782, which is 80% of the Starting Value, rounded to three decimal places.

Observation
Periods:

The first Observation Period will be from but excluding the pricing date to and including the first
Observation Date. Each subsequent Observation Period will be from but excluding an Observation
Date to and including the next following Observation Date.  

Observation
Dates:

The 24th of each month during the term of the notes, beginning on November 24, 2017 and ending
on the calculation day.

Interest
Periods:

Monthly.  The first interest period will be from but excluding the issue date to and including the first
Interest Payment Date. Each subsequent interest period will be from but excluding an Interest
Payment Date to and including the next following Interest Payment.  The interest rate for each
monthly interest period will be the annualized interest rate for the related Observation Period,
divided by 12, without regard to the number of days within the applicable interest period.

Interest
Payment Dates:

Monthly, on the 28th of each month, beginning on November 28, 2017 and ending on the maturity
date.

Optional Early
Redemption:

On any Call Date, we have the right to redeem all, but not less than all, of the notes at the Early
Redemption Payment.  No further amounts will be payable following an early redemption. We will
give notice to the trustee at least five business days but not more than 60 calendar days before the
applicable Call Date.

Early
Redemption
Payment:

The sum of the principal amount plus any accrued and unpaid interest.

Call Dates: The monthly Interest Payment Dates beginning on October 28, 2018 and ending on March 28, 2025.
Starting Value: 1,493.478
Threshold
Value: 1,194.782, which is 80% of the Starting Value, rounded to three decimal places.

Ending Value: The closing level of the Market Measure on the calculation day, as determined by the calculation
agent.

Redemption
Amount:

If the notes have not been called prior to maturity, in addition to any accrued and unpaid interest,
you will receive per note:

a)     If the Ending Value is greater than or equal to the Threshold Value:

$1,000

b)     If the Ending Value is less than the Threshold Value:

In that case, you will lose up to 80% of the principal amount. Even with any interest payments, the
return on the notes could be negative.

Calculation Agent: Merrill Lynch, Pierce, Fenner & Smith Incorporated (“MLPF&S”), an affiliate of BofA Finance.
Selling Agent: MLPF&S
You should read carefully this entire pricing supplement, product supplement, prospectus supplement, and prospectus
to understand fully the terms of the notes, as well as the tax and other considerations important to you in making a
decision about whether to invest in the notes. In particular, you should review carefully the section in this pricing
supplement entitled “Risk Factors,” which highlights a number of risks of an investment in the notes, to determine
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whether an investment in the notes is appropriate for you. If information in this pricing supplement is inconsistent
with the product
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supplement, prospectus supplement or prospectus, this pricing supplement will supersede those documents. You are
urged to consult with your own attorneys and business and tax advisors before making a decision to purchase any of
the notes.

The information in this “Summary” section is qualified in its entirety by the more detailed explanation set forth
elsewhere in this pricing supplement and the accompanying product supplement, prospectus supplement and
prospectus. You should rely only on the information contained in this pricing supplement and the accompanying
product supplement, prospectus supplement and prospectus. We have not authorized any other person to provide you
with different information. If anyone provides you with different or inconsistent information, you should not rely on
it. None of us, the Guarantor or any selling agent is making an offer to sell these notes in any jurisdiction where the
offer or sale is not permitted. You should assume that the information in this pricing supplement, the accompanying
product supplement, prospectus supplement, and prospectus is accurate only as of the date on their respective front
covers.

Capitalized terms used but not defined in this pricing supplement have the meanings set forth in the accompanying
product supplement, prospectus supplement and prospectus. Unless otherwise indicated or unless the context requires
otherwise, all references in this pricing supplement to “we,” “us,” “our,” or similar references are to BofA Finance, and not
to BAC (or any other affiliate of BofA Finance).

The above documents may be accessed at the following links:

·Product supplement EQUITY-1 dated January 24, 2017:
https://www.sec.gov/Archives/edgar/data/70858/000119312517016445/d331325d424b5.htm

·Series A MTN prospectus supplement dated November 4, 2016 and prospectus dated November 4, 2016:
https://www.sec.gov/Archives/edgar/data/70858/000119312516760144/d266649d424b3.htm

PS-5
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Hypothetical Redemption Amount

The following table is for purposes of illustration only. It is based on hypothetical values and show hypothetical
payments at maturity on the notes. It illustrates the calculation of the Redemption Amount and total rate of return
(excluding any interest payments on the notes) based on a hypothetical Starting Value of 100, a hypothetical
Threshold Value of 80, and a range of hypothetical Ending Values of the Market Measure. The actual amount you
receive and the resulting total rate of return will depend on the actual Starting Value, Threshold Value and
Ending Value of the Market Measure, and whether you hold the notes to maturity and whether we call the
notes prior to maturity. The numbers appearing in the table below have been rounded for ease of analysis, and do
not take into account any tax consequences from investing in the notes.

For recent actual levels of the Market Measure, see “The Market Measure” section below. The Market Measure is a
price return index and as such, its closing level on any trading day and the Ending Value will not include any income
generated by dividends paid on the securities included in the Market Measure, which you would otherwise be entitled
to receive if you invested in those stocks directly. In addition, all payments on the notes are subject to issuer credit
risk.

Ending Value of the
Market Measure

Percentage Change of the
Market Measure

Redemption Amount
per Note

Total Rate of Return on the Notes
(Excluding Any Interest Payments)

0.00 -100.00% $200.00 -80.00%
10.00 -90.00% $300.00 -70.00%
20.00 -80.00% $400.00 -60.00%
30.00 -70.00% $500.00 -50.00%
40.00 -60.00% $600.00 -40.00%
50.00 -50.00% $700.00 -30.00%
60.00 -40.00% $800.00 -20.00%
70.00 -30.00% $900.00 -10.00%
   80.00(1) -20.00% $1,000.00 0.00%
90.00 -10.00% $1,000.00 0.00%
95.00 -5.00% $1,000.00 0.00%
   100.00(2) 0.00%  $1,000.00 0.00%
110.00 10.00% $1,000.00 0.00%
120.00 20.00% $1,000.00 0.00%
130.00 30.00% $1,000.00 0.00%
140.00 40.00% $1,000.00 0.00%
150.00 50.00% $1,000.00 0.00%
160.00 60.00% $1,000.00 0.00%
170.00 70.00% $1,000.00 0.00%
180.00 80.00% $1,000.00 0.00%
190.00 90.00% $1,000.00 0.00%
200.00 100.00% $1,000.00 0.00%

(1) This is the hypothetical Threshold Value of the Market Measure.

(2) The hypothetical Starting Value of 100 used in the table above has been chosen for illustrative purposes only. The
actual Starting Value of the Market Measure is 1,493.478.
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Hypothetical Interest Payment for an Interest Period

The table below illustrates the hypothetical interest payment per $1,000 in principal amount for a single interest
period, based on the Base Rate of 5.60%, assuming there are 22 trading days during the applicable Observation
Period. Depending on the performance of the Market Measure, you may not receive any interest payments during the
term of the notes. The numbers appearing in the table below have been rounded for ease of analysis.

Number of Trading Days During an Observation Period on Which
the Closing Level of the Market Measure Is Greater Than or Equal
to the Accrual Barrier

Annualized
Interest Rate

Interest Payment per
Note For an Interest
Period

0 0.0000% $0.0000
5 1.2727% $1.0606
10 2.5455% $2.1212
15 3.8182% $3.1818
20 5.0909% $4.2424
22 5.6000% $4.6667

PS-7
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RISK FACTORS

Your investment in the notes entails significant risks, many of which differ from those of a conventional debt security.
Your decision to purchase the notes should be made only after carefully considering the risks of an investment in the
notes, including those discussed below, with your advisors in light of your particular circumstances. The notes are not
an appropriate investment for you if you are not knowledgeable about significant elements of the notes or financial
matters in general.

It is possible that you may receive no interest, or only a limited amount of interest, for one or more interest
periods. It is possible that the closing level of the Market Measure will be less than the Accrual Barrier for so many
days during any Observation Period that the interest payment for the relevant interest period will be less than the
amount that would be paid on an ordinary debt security. The interest payment for one or more interest periods may be
zero. In addition, if the closing level of the Market Measure is less than the Accrual Barrier on any days during an
Observation Period, the market value of the notes may decrease and you may receive substantially less than the
principal amount if you wish to sell your notes at that time.

The amount of interest payable on the notes in any month is capped and the investors will not participate in
any appreciation in the level of the Market Measure. The return on the notes will be limited to the monthly interest
payments that are payable with respect to each interest period during the term of the notes, if any, regardless of any
increase in the level of the Market Measure. In contrast, a direct investment in the securities included in the Market
Measure would allow you to receive the benefit of any appreciation in their values. Thus, any return on the notes will
not reflect the return you would realize if you actually owned those securities and received the dividends paid or
distributions made on those securities.

The notes are subject to early redemption at our option. On each Interest Payment Date (from and including
October 28, 2018 to and including March 28, 2025), at our option, we may redeem your notes in whole, but not in
part. Even if we do not exercise our option to redeem your notes, our ability to do so may adversely affect the market
value of your notes. It is our sole option whether to redeem your notes prior to maturity on any such Interest Payment
Date and we may or may not exercise this option for any reason. If your notes are redeemed early, you will not have
the right to receive any future interest payments that you may otherwise have received. Further, if your notes are
redeemed early, you may not be able to reinvest the early redemption payment at a comparable return for a similar
level of risk.

Your investment may result in a loss; there is no guaranteed return of principal. There is no fixed principal
repayment amount on the notes at maturity. If the Ending Value of the Market Measure is less than the Threshold
Value, you will lose 1% of the principal amount for each 1% that the Ending Value of the Market Measure is less than
the Threshold Value. In that case, you will lose up to 80% of the principal amount at maturity.

Your return on the notes may be less than the yield on a conventional debt security of comparable maturity.
Any return that you receive on the notes, which could be negative, may be less than the return you would earn if you
purchased a conventional debt security with the same maturity date. As a result, your investment in the notes may not
reflect the full opportunity cost to you when you consider factors, such as inflation, that affect the time value of
money.

Any payments on the notes are subject to our credit risk and the credit risk of the Guarantor, and actual or
perceived changes in our or the Guarantor’s creditworthiness are expected to affect the value of the notes. The
notes are our senior unsecured debt securities. Any payments on the notes will be fully and unconditionally
guaranteed by the Guarantor. The notes are not guaranteed by any entity other than the Guarantor. As a result, your
receipt of any payments on the notes will be dependent upon our ability and the ability of the Guarantor to repay our
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obligations under the notes on the applicable payment date, regardless of the performance of the Market Measure. No
assurance can be given as to what our financial condition or the financial condition of the Guarantor will be at any
time during the term of the notes. If we and the Guarantor become unable to meet our respective financial obligations
as they become due, you may not receive the amounts payable under the terms of the notes.

In addition, our credit ratings and the credit ratings of the Guarantor are assessments by ratings agencies of our
respective abilities to pay our obligations. Consequently, our or the Guarantor’s perceived creditworthiness and actual
or anticipated decreases in our or the Guarantor’s credit ratings or increases in the spread between the yield on our
respective securities and the yield on U.S. Treasury securities (the “credit spread”) prior to the maturity date may
adversely affect the market value of the notes. However, because your return on the notes depends upon factors in
addition to our ability and the ability of the

PS-8
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Guarantor to pay our respective obligations, such as the level of the Market Measure, an improvement in our or the
Guarantor’s credit ratings will not reduce the other investment risks related to the notes.

We are a finance subsidiary and, as such, will have limited assets and operations. We are a finance subsidiary of
Bank of America Corporation and will have no assets, operations or revenues other than those related to the issuance,
administration and repayment of our debt securities that are guaranteed by the Guarantor. As a finance subsidiary, to
meet our obligations under the notes, we are dependent upon payment or contribution of funds and/or repayment of
outstanding loans from the Guarantor and/or its other subsidiaries. Therefore, our ability to make payments on the
notes may be limited. In addition, we will have no independent assets available for distributions to holders of the notes
if they make claims in respect of the notes in a bankruptcy, resolution or similar proceeding. Accordingly, any
recoveries by such holders may be limited to those available under the related guarantee by the Guarantor, and that
guarantee will rank equally with all other unsecured senior obligations of the Guarantor.

The public offering price you pay for the notes exceeds the initial estimated value. The estimated value that is
provided on the cover page of this pricing supplement is an estimate only, determined as of the pricing date by
reference to our and our affiliates’ pricing models. These pricing models consider certain assumptions and variables,
including our credit spreads and those of the Guarantor, the Guarantor’s internal funding rate, mid-market terms on
hedging transactions, expectations on interest rates, dividends and volatility, price-sensitivity analysis, and the
expected term of the notes. These pricing models rely in part on certain forecasts about future events, which may
prove to be incorrect.

The initial estimated value does not represent a minimum or maximum price at which we, the Guarantor, MLPF&S or
any of our other affiliates would be willing to purchase your notes in any secondary market (if any exists) at any time.
The value of your notes at any time after the pricing date will vary based on many factors that cannot be predicted
with accuracy, including our and the Guarantor’s creditworthiness and changes in market conditions.

If you attempt to sell the notes prior to maturity, their market value may be lower than the price you paid for them and
lower than their initial estimated value. This is due to, among other things, changes in the level of the Market
Measure, the Guarantor’s internal funding rate, and the inclusion in the public offering price of the underwriting
discount and the hedging related charges, all as further described in "Structuring the Notes" below. These factors,
together with various credit, market and economic factors over the term of the notes, are expected to reduce the price
at which you may be able to sell the notes in any secondary market and will affect the value of the notes in complex
and unpredictable ways.

We cannot assure you that a trading market for your notes will ever develop or be maintained. We will not list
the notes on any securities exchange. We cannot predict how the notes will trade in any secondary market or whether
that market will be liquid or illiquid.

The development of a trading market for the notes will depend on the Guarantor’s financial performance and other
factors, including changes in the level of the Market Measure. The number of potential buyers of your notes in any
secondary market may be limited. We anticipate that MLPF&S will act as a market-maker for the notes, but none of
us, the Guarantor or MLPF&S is required to do so. There is no assurance that any party will be willing to purchase
your notes at any price in any secondary market. MLPF&S may discontinue its market-making activities as to the
notes at any time. To the extent that MLPF&S engages in any market-making activities, it may bid for or offer the
notes. Any price at which MLPF&S may bid for, offer, purchase, or sell any notes may differ from the values
determined by pricing models that it may use, whether as a result of dealer discounts, mark-ups, or other transaction
costs. These bids, offers, or completed transactions may affect the prices, if any, at which the notes might otherwise
trade in the market.
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In addition, if at any time MLPF&S were to cease acting as a market-maker as to the notes, it is likely that there would
be significantly less liquidity in the secondary market. In such a case, the price at which the notes could be sold likely
would be lower than if an active market existed.

The notes are subject to risks associated with small-size capitalization companies. The stocks composing the
Market Measure are issued by companies with small-sized market capitalization. The stock prices of small-size
companies may be more volatile than stock prices of large capitalization companies. Small-size capitalization
companies may be less able to withstand adverse economic, market, trade and competitive conditions relative to larger
companies. Small-size capitalization companies may also be more susceptible to adverse developments related to their
products or services.

PS-9
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The publisher of the Market Measure may adjust the Market Measure in a way that affects its levels, and the
publisher has no obligation to consider your interests. The publisher of the Market Measure can add, delete, or
substitute the components included in the Market Measure or make other methodological changes that could change
its level. A new security included in the Market Measure may perform significantly better or worse than the replaced
security, and the performance will impact the level of the Market Measure. Additionally, the publisher of the Market
Measure may alter, discontinue, or suspend calculation or dissemination of the Market Measure. Any of these actions
could adversely affect the value of your notes. The publisher of the Market Measure will have no obligation to
consider your interests in calculating or revising the Market Measure.

Our trading, hedging and other business activities may create conflicts of interest with you. We, the Guarantor
or one or more of our other affiliates, including the selling agents, may engage in trading activities related to the
Market Measure or the securities represented by the Market Measure that are not for your account or on your behalf.
We, the Guarantor or one or more of our other affiliates, including the selling agents, also may issue or underwrite
other financial instruments with returns based upon the Market Measure. These trading and other business activities
may present a conflict of interest between your interest in the notes and the interests we, the Guarantor and our other
affiliates, including the selling agents, may have in our proprietary accounts, in facilitating transactions, including
block trades, for our or their other customers, and in accounts under our or their management. These trading and other
business activities, if they influence the level of the Market Measure or secondary trading in your notes, could be
adverse to your interests as a beneficial owner of the notes.

We expect to enter into arrangements or adjust or close out existing transactions to hedge our obligations under the
notes. We, the Guarantor or our other affiliates also may enter into hedging transactions relating to other notes or
instruments, some of which may have returns calculated in a manner related to that of the notes offered hereby. We
may enter into such hedging arrangements with one of our affiliates. Our affiliates may enter into additional hedging
transactions with other parties relating to the notes and the Market Measure. This hedging activity is expected to result
in a profit to those engaging in the hedging activity, which could be more or less than initially expected, or the
hedging activity could also result in a loss. We and our affiliates will price these hedging transactions with the intent
to realize a profit, regardless of whether the value of the notes increases or decreases. Any profit in connection with
such hedging activities will be in addition to any other compensation that we, the Guarantor and our other affiliates,
including the selling agents, receive for the sale of the notes, which creates an additional incentive to sell the notes to
you.

There may be potential conflicts of interest involving the calculation agent, which is an affiliate of ours. We
have the right to appoint and remove the calculation agent. One of our affiliates will be the calculation agent for the
notes and, as such, will make a variety of determinations relating to the notes, including the amounts that will be paid
on the notes. Under some circumstances, these duties could result in a conflict of interest between its status as our
affiliate and its responsibilities as calculation agent. These conflicts could occur, for instance, in connection with the
calculation agent’s determination as to whether a Market Disruption Event (as defined in the product supplement) has
occurred. The calculation agent will be required to carry out its duties in good faith and use its reasonable judgment.
However, because we expect that the Guarantor will control the calculation agent, potential conflicts of interest could
arise.

The U.S. federal income tax consequences of an investment in the notes are uncertain, and may be adverse to a
holder of the notes. No statutory, judicial, or administrative authority directly addresses the characterization of the
notes or securities similar to the notes for U.S. federal income tax purposes. As a result, significant aspects of the U.S.
federal income tax consequences of an investment in the notes are not certain. Under the terms of the notes, you will
have agreed with us to treat the notes as income bearing single financial contracts, as described under “U.S. Federal
Income Tax Summary—General.” If the Internal Revenue Service (the “IRS”) were successful in asserting an alternative
characterization for the notes, the timing and character of income, gain or loss with respect to the notes may differ. No

Edgar Filing: BofA Finance LLC - Form 424B2

16



ruling will be requested from the IRS with respect to the notes and no assurance can be given that the IRS will agree
with the statements made in the section entitled “U.S. Federal Income Tax Summary.” You are urged to consult with
your own tax advisor regarding all aspects of the U.S. federal income tax consequences of investing in the notes.

*   *   *

Investors in the notes should review the additional risk factors set forth beginning on page PS-5 of the product
supplement prior to making an investment decision.

PS-10
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DESCRIPTION OF THE NOTES

General

The notes will be part of a series of medium-term notes entitled “Senior Medium-Term Notes, Series A” issued under
the senior indenture, as amended and supplemented from time to time, among us, the Guarantor and The Bank of New
York Mellon Trust Company N.A., as trustee. The senior indenture is more fully described in the prospectus
supplement and prospectus. The following description of the notes supplements the description of the general terms
and provisions of the notes and debt securities set forth under the headings “Description of the Notes” in the prospectus
supplement and “Description of Debt Securities” in the prospectus. These documents should be read in connection with
this pricing supplement.

Our payment obligations on the notes are fully and unconditionally guaranteed by the Guarantor. The notes will rank
equally with all of our other unsecured senior debt from time to time outstanding. The guarantee of the notes will rank
equally with all other unsecured senior obligations of the Guarantor. Any payments due on the notes, including any
repayment of principal, are subject to our credit risk, as issuer, and the credit risk of BAC, as guarantor.

The notes will be issued in denominations of $1,000 and whole multiples of $1,000. You may transfer the notes only
in whole multiples of $1,000.

Prior to maturity, the notes are not repayable at your option.

If any scheduled Interest Payment Date or the scheduled maturity date is not a business day, the payment will be
postponed to the next business day, and no additional interest will be payable as a result of that postponement.

Interest

If, on any trading day during an Observation Period, the closing level of the Market Measure is greater than or equal
to the Accrual Barrier, the interest will accrue on that day at a rate of 5.60% per annum.

For each monthly interest period, you will receive interest at a variable rate per annum equal to the product of:

(a) the Base Rate of 5.60%; and

(b) N/D; where,

“N” = the number of trading days in the applicable Observation Period on which the closing level of the Market
Measure is greater than or equal to the Accrual Barrier; and

“D” = the total number of trading days in the applicable Observation Period.

The “Accrual Barrier” of the Market Measure (which is 80% of the Starting Value) is set forth on PS-4 above.

The first Observation Period will be from but excluding the pricing date to and including the first Observation Date.
Each subsequent Observation Period will be from but excluding an Observation Date to and including the next
following Observation Date. The “Observation Dates” will be the 24th of each month during the term of the notes,
beginning on November 24, 2017 and ending on the calculation day. The Observation Dates are subject to
postponement as set forth in the product supplement.
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For so long as the notes are held in book-entry only form, we will pay the interest payment to the persons in whose
names the notes are registered at the close of business one business day prior to each Interest Payment Date. If the
notes are not held in book-entry only form, the record dates will be the fifteenth calendar day preceding the applicable
payment date, whether or not that date is a business day.

Notwithstanding the foregoing, the Redemption Amount, including any final interest payment, will be paid to the
persons in whose names the notes are registered on the maturity date.

Optional Early Redemption

On any Call Date, we have the right to redeem all, but not less than all, of the notes at the Early Redemption Payment.
No further amounts will be payable following an early redemption. We will give

PS-11
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notice to the trustee at least five business days but not more than 60 calendar days before the applicable Call Date.

The “Early Redemption Payment” will be the principal amount of your notes, plus any accrued and unpaid interest.

The “Call Dates” will be the monthly Interest Payment Dates beginning on October 28, 2018 and ending on March 28,
2025.

Redemption Amount

If your notes are not called prior to maturity, then at maturity, subject to our credit risk as issuer of the notes and the
credit risk of the Guarantor as guarantor of the notes, in addition to any accrued and unpaid interest, you will receive
the Redemption Amount per note that you hold, denominated in U.S. dollars. The Redemption Amount per note will
be calculated as follows:

·If the Ending Value of the Market Measure is greater than or equal to the Threshold Value, the Redemption Amount
will equal:

$1,000

· If the Ending Value of the Market Measure is less than the Threshold Value, the Redemption Amount will equal:

In this case, the Redemption Amount will be less than the principal amount of the notes, and you will lose up to 80%
of your principal.

The “Threshold Value” of the Market Measure (which is 80% of the Starting Value) is set forth on PS-4 above.

Determining the Starting Value and the Ending Value of the Market Measure

The “Starting Value” is 1,493.478.

The “Ending Value” will be the closing level of the Market Measure on the calculation day.

The calculation day is subject to postponement as set forth in the product supplement, in the section “Description of the
Notes—Certain Terms of the Notes—Events Relating to Calculation Days.”

Events of Default and Acceleration

If an Event of Default, as defined in the senior indenture and in the section entitled “Events of Default and Rights of
Acceleration” beginning on page 35 of the accompanying prospectus, with respect to the notes occurs and is
continuing, the amount payable to a holder of the notes upon any acceleration permitted under the senior indenture
will be equal to the amount described under the caption “—Redemption Amount,” calculated as though the date of
acceleration were the maturity date of the notes and as though the calculation day and the final Observation Date were
the fifth trading day prior to the date of acceleration. We will also determine the amount of any accrued and unpaid
interest. Any such final interest payment may be prorated by the calculation agent to reflect the length of the final
interest payment period. In case of a default in the payment of the notes, whether at their maturity or upon
acceleration, the notes will not bear a default interest rate.

PS-12
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THE MARKET MEASURE

All disclosures contained in this pricing supplement regarding the Market Measure, including, without limitation, its
make-up, method of calculation, and changes in its components, have been derived from publicly available sources.
The information reflects the policies of, and is subject to change by FTSE Russell, the sponsor of the RTY. We refer
to FTSE Russell as the “Index Sponsor.” The Index Sponsor, which licenses the copyright and all other rights to the
Market Measure, has no obligation to continue to publish, and may discontinue publication of, the Market Measure.
The consequences of the Index Sponsor discontinuing publication of the Market Measure are discussed in “Description
of the Notes—Discontinuance of an Index” in the accompanying product supplement. None of us, the Guarantor, the
calculation agent, or MLPF&S accepts any responsibility for the calculation, maintenance or publication of the Market
Measure or any successor index.

None of us, the Guarantor, MLPF&S or any of our other affiliates makes any representation to you as to the future
performance of the Market Measure.

You should make your own investigation into the Market Measure.

The Russell 2000® Index

The RTY was developed by Russell Investments (“Russell”) before FTSE International Limited and Russell combined
in 2015 to create FTSE Russell, which is wholly owned by London Stock Exchange Group. Additional information on
the RTY is available at the following website: http://www.ftserussell.com. No information on that website is deemed
to be included or incorporated by reference in this pricing supplement.

Russell began dissemination of the RTY (Bloomberg L.P. index symbol “RTY”) on January 1, 1984. FTSE Russell
calculates and publishes the RTY. The RTY was set to 135 as of the close of business on December 31, 1986. The
RTY is designed to track the performance of the small capitalization segment of the U.S. equity market. As a subset of
the Russell 3000® Index, the RTY consists of the smallest 2,000 companies included in the Russell 3000® Index. The
Russell 3000® Index measures the performance of the largest 3,000 U.S. companies, representing approximately 98%
of the investable U.S. equity market. The RTY is determined, comprised, and calculated by FTSE Russell without
regard to the notes.

Selection of Stocks Comprising the RTY

All companies eligible for inclusion in the RTY must be classified as a U.S. company under FTSE Russell’s
country-assignment methodology. If a company is incorporated, has a stated headquarters location, and trades in the
same country (American Depositary Receipts and American Depositary Shares are not eligible), then the company is
assigned to its country of incorporation. If any of the three factors are not the same, FTSE Russell defines three Home
Country Indicators (“HCIs”): country of incorporation, country of headquarters, and country of the most liquid exchange
(as defined by a two-year average daily dollar trading volume) (“ADDTV”) from all exchanges within a country. Using
the HCIs, FTSE Russell compares the primary location of the company’s assets with the three HCIs. If the primary
location of its assets matches any of the HCIs, then the company is assigned to the primary location of its assets. If
there is insufficient information to determine the country in which the company’s assets are primarily located, FTSE
Russell will use the primary country from which the company’s revenues are primarily derived for the comparison with
the three HCIs in a similar manner. FTSE Russell uses the average of two years of assets or revenues data to reduce
potential turnover. If conclusive country details cannot be derived from assets or revenues data, FTSE Russell will
assign the company to the country of its headquarters, which is defined as the address of the company’s principal
executive offices, unless that country is a Benefit Driven Incorporation “BDI” country, in which case the company will
be assigned to the country of its most liquid stock exchange. BDI countries include: Anguilla, Antigua and Barbuda,
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Bahamas, Barbados, Belize, Bermuda, Bonaire, British Virgin Islands, Cayman Islands, Channel Islands, Cook
Islands, Curacao, Faroe Islands, Gibraltar, Guernsey, Isle of Man, Jersey, Liberia, Marshall Islands, Panama, Saba,
Sint Eustatius, Sint Maarten, and Turks and Caicos Islands. For any companies incorporated or headquartered in a
U.S. territory, including countries such as Puerto Rico, Guam, and U.S. Virgin Islands, a U.S. HCI is assigned.

All securities eligible for inclusion in the RTY must trade on a major U.S. exchange. Stocks must have a closing price
at or above $1.00 on their primary exchange on the last trading day in May to be eligible for inclusion during annual
reconstitution. However, in order to reduce unnecessary turnover, if an existing member’s closing price is less than
$1.00 on the last day of May, it will be considered eligible if the average of the daily closing prices (from its primary
exchange) during the month of May is equal to or greater than $1.00. Initial public offerings are added each quarter
and must have a closing price at or above $1.00 on the last day of their eligibility period in order to qualify for index
inclusion. If an existing stock does not trade on the “rank day” (typically the last trading day in May but a confirmed
timetable is announced each spring) but does have a closing price at or above $1.00 on another eligible U.S. exchange,
that stock will be eligible for inclusion.

PS-13

Edgar Filing: BofA Finance LLC - Form 424B2

23



An important criterion used to determine the list of securities eligible for the RTY is total market capitalization, which
is defined as the market price as of the last trading day in May for those securities being considered at annual
reconstitution times the total number of shares outstanding. Where applicable, common stock, non-restricted
exchangeable shares and partnership units/membership interests are used to determine market capitalization. Any
other form of shares such as preferred stock, convertible preferred stock, redeemable shares, participating preferred
stock, warrants and rights, installment receipts or trust receipts, are excluded from the calculation. If multiple share
classes of common stock exist, they are combined. In cases where the common stock share classes act independently
of each other (e.g., tracking stocks), each class is considered for inclusion separately. If multiple share classes exist,
the pricing vehicle will be designated as the share class with the highest two-year trading volume as of the rank day in
May.

Companies with a total market capitalization of less than $30 million are not eligible for the RTY. Similarly,
companies with only 5% or less of their shares available in the marketplace are not eligible for the RTY. Royalty
trusts, limited liability companies, closed-end investment companies (companies that are required to report Acquired
Fund Fees and Expenses, as defined by the SEC, including business development companies), blank check companies,
special purpose acquisition companies, and limited partnerships are also ineligible for inclusion. Bulletin board, pink
sheets, and over-the-counter (“OTC”) traded securities are not eligible for inclusion. Exchange traded funds and mutual
funds are also excluded.

Annual reconstitution is a process by which the RTY is completely rebuilt. Based on closing levels of the company’s
common stock on its primary exchange on the rank day of May of each year, FTSE Russell reconstitutes the
composition of the RTY using the then existing market capitalizations of eligible companies. Reconstitution of the
RTY occurs on the last Friday in June or, when the last Friday in June is the 29th or 30th, reconstitution occurs on the
prior Friday. In addition, FTSE Russell adds initial public offerings to the RTY on a quarterly basis based on total
market capitalization ranking within the market-adjusted capitalization breaks established during the most recent
reconstitution. After membership is determined, a security’s shares are adjusted to include only those shares available
to the public. This is often referred to as “free float.” The purpose of the adjustment is to exclude from market
calculations the capitalization that is not available for purchase and is not part of the investable opportunity set.

The following graph sets forth the daily historical performance of the RTY in the period from January 1, 2008
through the pricing date. This historical data on the RTY is not necessarily indicative of its future performance or
what the value of the notes may be. Any historical upward or downward trend in the level of the RTY during any
period set forth below is not an indication that the level of the RTY is more or less likely to increase or decrease at
any time over the term of the notes. The horizontal red line in the graph represents the Accrual Barrier and
Threshold Value of 1,194.782, which is 80% of the Starting Value of 1,493.478.

Before investing in the notes, you should consult publicly available sources for the levels of the RTY.

PS-14
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License Agreement

“Russell 2000®” and “Russell 3000®” are trademarks of FTSE Russell and have been licensed for use by our affiliate,
MLPF&S. The notes are not sponsored, endorsed, sold, or promoted by FTSE Russell, and FTSE Russell makes no
representation regarding the advisability of investing in the notes.

FTSE Russell and MLPF&S have entered into a non-exclusive license agreement providing for the license to
MLPF&S and its affiliates, including us, in exchange for a fee, of the right to use indices owned and published by
FTSE Russell in connection with some securities, including the notes. The license agreement provides that the
following language must be stated in this pricing supplement:

The notes are not sponsored, endorsed, sold, or promoted by FTSE Russell. FTSE Russell makes no representation or
warranty, express or implied, to the holders of the notes or any member of the public regarding the advisability of
investing in securities generally or in the notes particularly or the ability of the RTY to track general stock market
performance or a segment of the same. FTSE Russell’s publication of the RTY in no way suggests or implies an
opinion by FTSE Russell as to the advisability of investment in any or all of the securities upon which the RTY is
based. FTSE Russell’s only relationship to MLPF&S and to us is the licensing of certain trademarks and trade names
of FTSE Russell and of the RTY, which is determined, composed, and calculated by FTSE Russell without regard to
MLPF&S, us, or the notes. FTSE Russell is not responsible for and has not reviewed the notes nor any associated
literature or publications and FTSE Russell makes no representation or warranty express or implied as to their
accuracy or completeness, or otherwise. FTSE Russell reserves the right, at any time and without notice, to alter,
amend, terminate, or in any way change the RTY. FTSE Russell has no obligation or liability in connection with the
administration, marketing, or trading of the notes.

FTSE RUSSELL DOES NOT GUARANTEE THE ACCURACY AND/OR THE COMPLETENESS OF THE RTY
OR ANY DATA INCLUDED THEREIN AND FTSE RUSSELL SHALL HAVE NO LIABILITY FOR ANY
ERRORS, OMISSIONS, OR INTERRUPTIONS THEREIN. FTSE RUSSELL MAKES NO WARRANTY,
EXPRESS OR IMPLIED, AS TO RESULTS TO BE OBTAINED BY MLPF&S, US, HOLDERS OF THE NOTES,
OR ANY OTHER PERSON OR ENTITY FROM THE USE OF THE RTY OR ANY DATA INCLUDED
THEREIN. FTSE RUSSELL MAKES NO EXPRESS OR IMPLIED WARRANTIES, AND EXPRESSLY
DISCLAIMS ALL WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE
OR USE WITH RESPECT TO THE RTY OR ANY DATA INCLUDED THEREIN. WITHOUT LIMITING ANY
OF THE FOREGOING, IN NO EVENT SHALL FTSE RUSSELL HAVE ANY LIABILITY FOR ANY SPECIAL,
PUNITIVE, INDIRECT, OR CONSEQUENTIAL DAMAGES (INCLUDING LOST PROFITS), EVEN IF
NOTIFIED OF THE POSSIBILITY OF SUCH DAMAGES.
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SUPPLEMENTAL PLAN OF DISTRIBUTION; ROLE OF MLPF&S AND CONFLICTS OF INTEREST

MLPF&S, a broker-dealer affiliate of ours, is a member of the Financial Industry Regulatory Authority, Inc. (“FINRA”)
and will participate as selling agent in the distribution of the notes. Accordingly, the offering of the notes will conform
to the requirements of FINRA Rule 5121. MLPF&S may not make sales in this offering to any of its discretionary
accounts without the prior written approval of the account holder.

Under our distribution agreement with MLPF&S, MLPF&S will purchase the notes from us as principal at the public
offering price indicated on the cover of this term sheet, less the indicated underwriting discount. MLPF&S will sell
the notes to other broker-dealers that will participate in the offering and that are not affiliated with us, at an agreed
discount to the principal amount. Each of those broker-dealers may sell the notes to one or more additional
broker-dealers. MLPF&S has informed us that these discounts may vary from dealer to dealer and that not all dealers
will purchase or repurchase the notes at the same discount.

MLPF&S and any of our other broker-dealer affiliates, may use this pricing supplement, and the accompanying
product supplement, prospectus supplement and prospectus for offers and sales in secondary market transactions and
market-making transactions in the notes. However, they are not obligated to engage in such secondary market
transactions and/or market-making transactions. The selling agent may act as principal or agent in these transactions,
and any such sales will be made at prices related to prevailing market conditions at the time of the sale.

At MLPF&S’s discretion, for a short, undetermined initial period after the issuance of the notes, MLPF&S may offer to
buy the notes in the secondary market at a price that may exceed the initial estimated value of the notes. Any price
offered by MLPF&S for the notes will be based on then-prevailing market conditions and other considerations,
including the performance of the Market Measure and the remaining term of the notes. However, none of us, the
Guarantor, MLPF&S or any of our other affiliates is obligated to purchase your notes at any price or at any time, and
we cannot assure you that any party will purchase your notes at a price that equals or exceeds the initial estimated
value of the notes.

Any price that MLPF&S may pay to repurchase the notes will depend upon then prevailing market conditions, the
creditworthiness of us and the Guarantor, and transaction costs. At certain times, this price may be higher than or
lower than the initial estimated value of the notes.

PS-16
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STRUCTURING THE NOTES

The notes are our debt securities, the return on which is linked to the performance of the Market Measure. The related
guarantees are BAC’s obligations. As is the case for all of our and BAC’s respective debt securities, including our
market-linked notes, the economic terms of the notes reflect our and BAC’s actual or perceived creditworthiness at the
time of pricing. In addition, because market-linked notes result in increased operational, funding and liability
management costs to us and BAC, BAC typically borrows the funds under these types of notes at a rate, which we
refer to in this pricing supplement as BAC’s internal funding rate, that is more favorable to BAC than the rate that it
might pay for a conventional fixed or floating rate debt security. This generally relatively lower internal funding rate,
which is reflected in the economic terms of the notes, along with the fees and charges associated with market-linked
notes, resulted in the initial estimated value of the notes on the pricing date being less than their public offering price.

In order to meet our payment obligations on the notes, at the time we issue the notes, we may choose to enter into
certain hedging arrangements (which may include call options, put options or other derivatives) with MLPF&S or one
of our other affiliates. The terms of these hedging arrangements are determined based upon terms provided by
MLP&S and its affiliates, and take into account a number of factors, including our and BAC’s creditworthiness,
interest rate movements, the volatility of the Market Measure, the tenor of the notes and the hedging arrangements.
The economic terms of the notes and their initial estimated value depend in part on the terms of these hedging
arrangements.

MLPF&S has advised us that the hedging arrangements will include hedging related charges, reflecting the costs
associated with, and our affiliates’ profit earned from, these hedging arrangements. Since hedging entails risk and may
be influenced by unpredictable market forces, actual profits or losses from these hedging transactions may be more or
less than any expected amounts.

For further information, see “Risk Factors” beginning on page PS-8 above and “Supplemental Use of Proceeds” on page
PS-16 of product supplement EQUITY-1.

VALIDITY OF THE NOTES

In the opinion of McGuireWoods LLP, as counsel to BofA Finance and BAC, when the trustee has made an
appropriate entry on Schedule 1 to the Master Registered Global Note dated November 4, 2016 that represents the
notes (the “Master Note”) identifying the notes offered hereby as supplemental obligations thereunder in accordance
with the instructions of BofA Finance, and the notes have been delivered against payment therefor as contemplated in
this pricing supplement and the related prospectus, prospectus supplement and product supplement, all in accordance
with the provisions of the indenture governing the notes and the related guarantee, such notes will be legal, valid and
binding obligations of BofA Finance, and the related guarantee will be the legal, valid and binding obligations of
BAC, subject, in each case, to the effects of applicable bankruptcy, insolvency (including laws relating to preferences,
fraudulent transfers and equitable subordination), reorganization, moratorium and other similar laws affecting
creditors’ rights generally, and to general principles of equity.  This opinion is given as of the date of this pricing
supplement and is limited to the laws of the State of New York and the Delaware Limited Liability Company Act and
the Delaware General Corporation Law (including the statutory provisions, all applicable provisions of the Delaware
Constitution and reported judicial decisions interpreting the foregoing) as in effect on the date hereof.  In addition, this
opinion is subject to customary assumptions about the trustee’s authorization, execution and delivery of the indenture
governing the notes and due authentication of the Master Note, the validity, binding nature and enforceability of the
indenture governing the notes and the related guarantee with respect to the trustee, the legal capacity of individuals,
the genuineness of signatures, the authenticity of all documents submitted to McGuireWoods LLP as originals, the
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conformity to original documents of all documents submitted to McGuireWoods LLP as copies thereof, the
authenticity of the originals of such copies and certain factual matters, all as stated in the letter of McGuireWoods
LLP dated August 23, 2016, which has been filed as an exhibit to the Registration Statement of BofA Finance and
BAC relating to the notes and the related guarantees initially filed with the Securities and Exchange Commission on
August 23, 2016.
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U.S. FEDERAL INCOME TAX SUMMARY

The following summary of the material U.S. federal income tax considerations of the acquisition, ownership, and
disposition of the notes supplements, and to the extent inconsistent supersedes, the discussions under “U.S. Federal
Income Tax Considerations” in the accompanying prospectus and under “U.S. Federal Income Tax Considerations” in the
accompanying prospectus supplement and is not exhaustive of all possible tax considerations. This summary is based
upon the Internal Revenue Code of 1986, as amended (the “Code”), regulations promulgated under the Code by the U.S.
Treasury Department (“Treasury”) (including proposed and temporary regulations), rulings, current administrative
interpretations and official pronouncements of the IRS, and judicial decisions, all as currently in effect and all of
which are subject to differing interpretations or to change, possibly with retroactive effect. No assurance can be given
that the IRS would not assert, or that a court would not sustain, a position contrary to any of the tax consequences
described below. This summary does not include any description of the tax laws of any state or local governments, or
of any foreign government, that may be applicable to a particular holder.

Although the notes are issued by us, they will be treated as if they were issued by Bank of America Corporation for
U.S. federal income tax purposes. Accordingly throughout this tax discussion, references to “we,” “our” or “us” are
generally to Bank of America Corporation unless the context requires otherwise.	

This summary is directed solely to U.S. Holders and Non-U.S. Holders that, except as otherwise specifically noted,
will purchase the notes upon original issuance and will hold the notes as capital assets within the meaning of Section
1221 of the Code, which generally means property held for investment, and that are not excluded from the discussion
under “U.S. Federal Income Tax Considerations” in the accompanying prospectus.

You should consult your own tax advisor concerning the U.S. federal income tax consequences to you of acquiring,
owning, and disposing of the notes, as well as any tax consequences arising under the laws of any state, local, foreign,
or other tax jurisdiction and the possible effects of changes in U.S. federal or other tax laws.

General

Although there is no statutory, judicial, or administrative authority directly addressing the characterization of the
notes, we intend to treat the notes for all tax purposes as income bearing single financial contracts with respect to the
Market Measure and under the terms of the notes, we and every investor in the notes agree, in the absence of an
administrative determination or judicial ruling to the contrary, to treat the notes in accordance with such
characterization. In the opinion of our counsel Morrison & Foerster LLP, it is reasonable to treat the notes as income
bearing single financial contracts with respect to the Market Measure. However, Morrison & Foerster LLP has
advised us that it is unable to conclude that it is more likely than not that this treatment will be upheld. This discussion
assumes that the notes constitute income bearing single financial contracts with respect to the Market Measure for
U.S. federal income tax purposes. If the notes did not constitute income bearing single financial contracts, the tax
consequences described below would be materially different.
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This characterization of the notes is not binding on the IRS or the courts. No statutory, judicial, or administrative
authority directly addresses the characterization of the notes or any similar instruments for U.S. federal income tax
purposes, and no ruling is being requested from the IRS with respect to their proper characterization and treatment.
Due to the absence of authorities on point, significant aspects of the U.S. federal income tax consequences of an
investment in the notes are not certain, and no assurance can be given that the IRS or any court will agree with the
characterization and tax treatment described in this pricing supplement. Accordingly, you are urged to consult your
tax advisor regarding all aspects of the U.S. federal income tax consequences of an investment in the notes, including
possible alternative characterizations.

Unless otherwise stated, the following discussion is based on the characterization described above. The discussion in
this section assumes that there is a significant possibility of a significant loss of principal on an investment in the
notes.

We will not attempt to ascertain whether the issuer of any component stocks included in the Market Measure would be
treated as a “passive foreign investment company” (“PFIC”), within the meaning of Section 1297 of the Code, or a United
States real property holding corporation, within the meaning of Section 897(c) of the Code. If the issuer of one or
more stocks included in the Market Measure were so treated, certain adverse U.S. federal income tax consequences
could possibly apply to a holder of the
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notes. You should refer to information filed with the SEC by the issuers of the component stocks included in the
Market Measure and consult your tax advisor regarding the possible consequences to you, if any, if any issuer of a
component stocks included in the Market Measure is or becomes a PFIC or is or becomes a United States real
property holding corporation.

U.S. Holders

Although the U.S. federal income tax treatment of the interest payments on the notes is uncertain, we intend to take
the position, and the following discussion assumes, that the interest payments constitute taxable ordinary income to a
U.S. Holder at the time received or accrued in accordance with the U.S. Holder’s regular method of accounting. By
purchasing the notes you agree, in the absence of an administrative determination or judicial ruling to the contrary, to
treat the interest payments as described in the preceding sentence.

Upon receipt of a cash payment at maturity or upon a sale, exchange, or redemption of the notes prior to maturity, a
U.S. Holder generally will recognize capital gain or loss equal to the difference between the amount realized (other
than amounts representing any interest payment, which would be taxed as described above) and the U.S. Holder’s tax
basis in the notes. A U.S. Holder’s tax basis in the notes will equal the amount paid by that holder to acquire them.
This capital gain or loss generally will be long-term capital gain or loss if the U.S. Holder held the notes for more than
one year. The deductibility of capital losses is subject to limitations.

Alternative Tax Treatments. Due to the absence of authorities that directly address the proper tax treatment of the
notes, prospective investors are urged to consult their tax advisors regarding all possible alternative tax treatments of
an investment in the notes. In particular, the IRS could seek to subject the notes to the Treasury regulations governing
contingent payment debt instruments. If the IRS were successful in that regard, the timing and character of income on
the notes would be affected significantly. Among other things, a U.S. Holder would be required to accrue original
issue discount every year at a “comparable yield” determined at the time of issuance. In addition, any gain realized by a
U.S. Holder at maturity or upon a sale, exchange, or redemption of the notes generally would be treated as ordinary
income, and any loss realized at maturity would be treated as ordinary loss to the extent of the U.S. Holder’s prior
accruals of original issue discount, and as capital loss thereafter.

In addition, it is possible that the notes could be treated as a unit consisting of a deposit and a put option written by the
note holder, in which case the timing and character of income on the notes would be affected significantly.

The IRS released Notice 2008-2 (“Notice”), which sought comments from the public on the taxation of financial
instruments currently taxed as “prepaid forward contracts.” The scope of the Notice may extend to instruments similar to
the notes. According to the Notice, the IRS and Treasury are considering whether a holder of such instruments should
be required to accrue ordinary income on a current basis, regardless of whether any payments are made prior to
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maturity. It is not possible to determine what guidance the IRS and Treasury will ultimately issue, if any. Any such
future guidance may affect the amount, timing and character of income, gain, or loss in respect of the notes, possibly
with retroactive effect.

The IRS and Treasury are also considering additional issues, including whether additional gain or loss from such
instruments should be treated as ordinary or capital, whether foreign holders of such instruments should be subject to
withholding tax on any deemed income accruals, whether Section 1260 of the Code, concerning certain “constructive
ownership transactions,” generally applies or should generally apply to such instruments, and whether any of these
determinations depend on the nature of the Market Measure asset.

In addition, proposed Treasury regulations require the accrual of income on a current basis for contingent payments
made under certain notional principal contracts. The preamble to the regulations states that the “wait and see” method of
accounting does not properly reflect the economic accrual of income on those contracts, and requires current accrual
of income for some contracts already in existence. While the proposed regulations do not apply to prepaid forward
contracts, the preamble to the proposed regulations expresses the view that similar timing issues exist in the case of
prepaid forward contracts. If the IRS or Treasury publishes future guidance requiring current economic accrual for
contingent payments on prepaid forward contracts, it is possible that you could be required to accrue income over the
term of the notes.

Because of the absence of authority regarding the appropriate tax characterization of the notes, it is also possible that
the IRS could seek to characterize the notes in a manner that results in tax
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consequences that are different from those described above. For example, the IRS could possibly assert that any gain
or loss that a holder may recognize at maturity or upon the sale, exchange or redemption of the notes should be treated
as ordinary gain or loss.

Because the Market Measure is an index that periodically rebalances, it is possible that the notes could be treated as a
series of income bearing single financial contracts, each of which matures on the next rebalancing date. If the notes
were properly characterized in such a manner, a U.S. Holder would be treated as disposing of the notes on each
rebalancing date in return for new notes that mature on the next rebalancing date, and a U.S. Holder would
accordingly likely recognize capital gain or loss on each rebalancing date equal to the difference between the holder’s
tax basis in the notes (which would be adjusted to take into account any prior recognition of gain or loss) and the fair
market value of the notes on such date.

Non-U.S. Holders

Because the U.S. federal income tax treatment of the notes (including the interest payments) is uncertain, we will
withhold U.S. federal income tax at a 30% rate (or at a lower rate under an applicable income tax treaty) on the entire
amount of the interest payments made unless such payments are effectively connected with the conduct by the
Non-U.S. Holder of a trade or business in the U.S. (in which case, to avoid withholding, the Non-U.S. Holder will be
required to provide a Form W-8ECI). We will not pay any additional amounts in respect of such withholding. To
claim benefits under an income tax treaty, a Non-U.S. Holder must obtain a taxpayer identification number and certify
as to its eligibility under the appropriate treaty’s limitations on benefits article, if applicable. In addition, special rules
may apply to claims for treaty benefits made by Non-U.S. Holders that are entities rather than individuals. The
availability of a lower rate of withholding under an applicable income tax treaty will depend on whether such rate
applies to the characterization of the payments under U.S. federal income tax laws. A Non-U.S. Holder that is eligible
for a reduced rate of U.S. federal withholding tax pursuant to an income tax treaty may obtain a refund of any excess
amounts withheld by filing an appropriate claim for refund with the IRS.

A Non-U.S. Holder will generally not be subject to U.S. federal income or withholding tax on any gain (not including,
for the avoidance of doubt, any amounts representing accrued interest which would be subject to the rules discussed in
the previous paragraph) from the sale, exchange or redemption of the notes or their settlement at maturity, provided
that the Non-U.S. Holder complies with applicable certification requirements and that the payment is not effectively
connected with the conduct by the Non-U.S. Holder of a U.S. trade or business. Notwithstanding the foregoing, gain
from the sale, exchange, or redemption of the notes or their settlement at maturity may be subject to U.S. federal
income tax if that Non-U.S. Holder is a non-resident alien individual and is present in the U.S. for 183 days or more
during the taxable year of the sale, exchange, or redemption and certain other conditions are satisfied.

If a Non-U.S. Holder of the notes is engaged in the conduct of a trade or business within the U.S. and if any interest
payment and gain realized on the sale, exchange, redemption, or settlement of the notes, is effectively connected with
the conduct of such trade or business (and, if certain tax treaties apply, is attributable to a permanent establishment
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maintained by the Non-U.S. Holder in the U.S.), the Non-U.S. Holder, although exempt from U.S. federal withholding
tax, generally will be subject to U.S. federal income tax on such interest payment and gain on a net income basis in the
same manner as if it were a U.S. Holder. Such Non-U.S. Holders should read the material under the heading “—U.S.
Holders,” for a description of the U.S. federal income tax consequences of acquiring, owning, and disposing of the
notes. In addition, if such Non-U.S. Holder is a foreign corporation, it may also be subject to a branch profits tax equal
to 30% (or such lower rate provided by any applicable tax treaty) of a portion of its earnings and profits for the taxable
year that are effectively connected with its conduct of a trade or business in the U.S., subject to certain adjustments.

A “dividend equivalent” payment is treated as a dividend from sources within the United States and such payments
generally would be subject to a 30% U.S. withholding tax if paid to a Non-U.S. Holder. Under U.S. Treasury
Department regulations, payments (including deemed payments) with respect to equity-linked instruments (“ELIs”) that
are “specified ELIs” may be treated as dividend equivalents if such specified ELIs reference an interest in an “Market
Measure security,” which is generally any interest in an entity taxable as a corporation for U.S. federal income tax
purposes if a payment with respect to such interest could give rise to a U.S. source dividend. However, Internal
Revenue Service guidance provides that withholding on dividend equivalent payments will not apply to specified ELIs
that are not delta-one instruments and that are issued before January 1, 2019. Based on our determination that the
notes are not delta-one instruments, Non-U.S. Holders should not be subject to withholding on dividend equivalent
payments, if any, under the notes. However, it is possible that the notes could be treated as deemed reissued for U.S.
federal income tax purposes upon the occurrence of

PS-20

Edgar Filing: BofA Finance LLC - Form 424B2

34



certain events affecting the Market Measure or the notes, and following such occurrence the notes could be treated as
subject to withholding on dividend equivalent payments. Non-U.S. Holders that enter, or have entered, into other
transactions in respect of the Market Measure or the notes should consult their tax advisors as to the application of the
dividend equivalent withholding tax in the context of the notes and their other transactions. If any payments are
treated as dividend equivalents subject to withholding, we (or the applicable paying agent) would be entitled to
withhold taxes without being required to pay any additional amounts with respect to amounts so withheld.

As discussed above, alternative characterizations of the notes for U.S. federal income tax purposes are possible.
Should an alternative characterization, by reason of change or clarification of the law, by regulation or otherwise,
cause payments as to the notes to become subject to withholding tax in addition to the withholding tax described
above, tax will be withheld at the applicable statutory rate. Non-U.S. Holders should consult their own tax advisors
regarding the tax consequences of such alternative characterizations.

U.S. Federal Estate Tax. Under current law, while the matter is not entirely clear, individual Non-U.S. Holders, and
entities whose property is potentially includible in those individuals’ gross estates for U.S. federal estate tax purposes
(for example, a trust funded by such an individual and with respect to which the individual has retained certain
interests or powers), should note that, absent an applicable treaty benefit, a note is likely to be treated as U.S. situs
property, subject to U.S. federal estate tax. These individuals and entities should consult their own tax advisors
regarding the U.S. federal estate tax consequences of investing in a note.

Backup Withholding and Information Reporting

Please see the discussion under “U.S. Federal Income Tax Considerations — Taxation of Debt Securities — Backup
Withholding and Information Reporting” in the accompanying prospectus for a description of the applicability of the
backup withholding and information reporting rules to payments made on the notes.

PS-21

ance of Taxable Auction Rate Cumulative    Preferred Stock 0.00  0.00* (0.09)

Distributions Paid To Common StockShareholders From:     Net investment income (0.75) (0.80) (0.31)     Net realized
gains (0.32) (0.62) (0.07)     Return of Capital (0.24) (0.24) (0.05)

Total Distributions (1.31) (1.66) (0.43)

Net Asset Value, End of Period$21.05 $18.21 $13.95 
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Total Return, Based on Market Price(5) 13.45% 39.42% (3.59)%�

Total Return, Based on Net Asset Value(5) 24.75% 45.12% 0.69%�

Net Assets, End of Period (millions)$233 $202 $150 

Ratios to Average Net Assets(6):    Expenses(4) 1.02% 1.11% 1.11%�    Net investment income 5.00  6.60  6.66�

Portfolio Turnover Rate 6% 27% 13%

Market Price, End of Period$18.47 $17.57 $14.01 

(1) Per share amounts have been calculated using the monthly average shares method.
(2) For the period July 31, 2002 (commencement of operations) to December 31, 2002.
(3) Due to a change in the accounting method that required a change in the classification of periodic payments made under

interest rate swap agreements, certain amounts have been reclassified among net investment income and net realized and
unrealized loss in order to conform to the current period. Without the effect of these reclassifications, for the period
ended December 31, 2002, the amounts for net investment income and net realized and unrealized loss would have been
$0.51 and $(0.31), respectively. In addition, the ratio of net investment income to average net assets would have been
8.91%. These reclassifications had no impact on the net asset value of the Fund or the amount and character of
distributions.

(4) The Investment Manager has agreed to waive a portion of its management fees for the years ended December 31, 2004,
and December 31, 2003, and the period ended December 31, 2002. In addition, the Investment Manager has reimbursed
the Fund for certain expenses for the period ended December 31, 2002. If such fees were not waived and/or expenses
reimbursed, the per share actual expense ratios would have been 1.44%, 1.55% and 1.55% for the years ended December
31, 2004 and 2003 and the period ended December 31, 2002, respectively.

(5) The total return calculation assumes that dividends are reinvested in accordance with the Fund�s dividend reinvestment
plan. Performance figures may reflect fee waivers and/or expense reimbursements. Past performance is not a guarantee of
future results. In the absence of fee waivers and/or expense reimbursements, the total return would have been lower.

(6) Calculated on the basis of average net assets of common stock shareholders. Ratios do not reflect the effect of dividend
payments to preferred shareholders.

 * Amount represents less than $0.01 per share.
 � Total return is not annualized, as it may not be representative of the total return for the year.
 � Annualized.

See Notes to Financial Statements.
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Financial Highlights (continued)

The table below sets out information with respect to Taxable Auction Rate Preferred Stock as of December 31, unless otherwise
noted:

2004 2003 2002

Taxable Auction Rate Cumulative Preferred Stock(1):
    Total Amount Outstanding (000s) $  65,000 $  65,000 $  65,000
    Asset Coverage Per Share 114,636 102,509 82,841
    Involuntary Liquidating Preference Per Share(2) 25,000 25,000 25,000
    Average Market Value Per Share(2) 25,000 25,000 25,000

(1) On September 30, 2002, the Fund issued 2,600 shares of Taxable Auction Rate Preferred Stock at $25,000 a share.
(2) Excludes accrued interest or accumulated undeclared dividends.

See Notes to Financial Statements.
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Notes to Financial Statements

1. Organization and Significant Accounting Policies

The Real Estate Income Fund Inc. (�Fund�), a Maryland corporation, is registered under the Investment Company Act of 1940, as
amended, as a non diversified, closed end management investment company.

The following are significant accounting policies consistently followed by the Fund and are in conformity with U.S. generally
accepted accounting principles (�GAAP�). Estimates and assumptions are required to be made regarding assets, liabilities and
changes in net assets resulting from operations when financial statements are prepared. Changes in the economic environment,
financial markets and any other parameters used in determining these estimates could cause actual results to differ.

(a) Investment Valuation.  Securities traded on national securities markets are valued at the closing price on such markets or,
if there were no sales during the day, at the mean between the quoted bid and asked prices; securities listed on the NASDAQ
National Market System for which market quotations are available are valued at the official closing price or, if there is no
official closing price on that day, at the last sale price; U.S. government agencies and obligations are valued at the mean
between the last reported bid and asked prices. When market quotations or official closing prices are not readily available, or
are determined not to reflect fair value, such as when the value of a security has been significantly affected by events after the
close of the exchange or market on which the security is principally traded, but before the Fund calculates its net asset value,
the Fund may value these investments at fair value as determined in accordance with the procedures approved by the Fund�s
Board of Directors. Short term obligations maturing within 60 days are valued at cost plus accreted discount or minus
amortized premium, which approximates value.

(b) Repurchase Agreements.  When entering into repurchase agreements, it is the Fund�s policy that a custodian takes
possession of the underlying collateral securities, the value of which at least equals the principal amount of the repurchase
transaction, including accrued interest. To the extent that any repurchase transaction exceeds one business day, the value of the
collateral is marked-to-market to ensure the adequacy of the collateral. If the seller defaults and the value of the collateral
declines or if bankruptcy proceedings are commenced with respect to the seller of the security, realization of the collateral by
the Fund may be delayed or limited.

(c) Concentration Risk.  The Fund invests in securities related to the real estate industry and is subject to the risks of real
estate markets, including fluctuating property values, changes in interest rates and other mortgage related risks.
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Notes to Financial Statements (continued)

(d) Swap Contracts.  The Fund enters into interest rate swap agreements, which involve the exchange by the Fund with
another party of their respective commitments to pay or receive interest (e.g., an exchange of floating rate payments for fixed
rate payments) with respect to a notional amount of principal. Swaps are marked to market daily based upon quotations from
market makers and the change, if any, is recorded as an unrealized gain or loss in the Statements of Operations. Net payments
of interest are recorded as realized gains. Entering into these agreements involves, to varying degrees, elements of credit and
market risk in excess of the amounts recognized on the Statement of Assets and Liabilities. Such risks involve the possibility
that there will be no liquid market for these agreements, that the counter-party to the agreement may default on its obligation to
perform and there may be unfavorable changes in the fluctuation of interest and/or exchange rates.

(e) Security Transactions and Investment Income.  Security transactions are accounted for on trade date. Interest income is
recorded on the accrual basis. Dividend income is recorded on the ex-dividend date. Foreign dividend income is recorded on
the ex-dividend date or as soon as practical after the Fund determines the existence of a dividend declaration after exercising
reasonable due diligence. The cost of investments sold is determined by use of the specific identification method.

(f) Net Asset Value.  The net asset value (�NAV�) of the Fund�s Common Stock is determined no less frequently than the close of
business on the Fund�s last business day of each week (generally Friday). It is determined by dividing the value of the net assets
available to Common Stock by the total number of shares of Common Stock outstanding. For the purpose of determining the
NAV of the Common Stock, the value of the Fund�s net assets shall be deemed to equal the value of the Fund�s assets less (1) the
Fund�s liabilities and (2) the aggregate liquidation value (i.e., $25,000 per outstanding share) of the Taxable Auction Rate
Cumulative Preferred Stock (�TARPS�).

(g) Foreign Currency Translation. The books and records of the Fund are maintained in U.S. dollars. Transactions
denominated in foreign currencies are recorded at the current prevailing exchange rates. All assets and liabilities denominated
in foreign currencies are translated into U.S. dollar amounts at the current exchange rates at the end of the period. Translation
gains or losses resulting from changes in the exchange rates during the reporting period and realized gains and losses on the
settlement of foreign currency transactions are reported in the statement of operations for the current period. The Fund does not
isolate that portion of realized gains and losses on investments in securities, which are due to changes in the foreign exchange
rates from that which is due to changes in market prices of equity securities.
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Notes to Financial Statements (continued)

(h) Dividends and Distributions to Shareholders.  Dividends and distributions to shareholders are recorded monthly by the
Fund on the ex-dividend date for the shareholders of common stock. The holders of the Taxable Auction Rate Preferred Stock
shall be entitled to receive dividends in accordance with an auction that will normally be held weekly and out of funds legally
available to shareholders. The Fund�s policy is to pass through to its shareholders substantially all Real Estate Investment Trust
(�REIT�) distributions and other income it receives, less operating expenses. The character of REIT distributions received from
portfolio securities held by the Fund is generally comprised of investment income, long-term capital gains, and return of
capital. The Fund reclassifies amounts within the Statement of Operations primarily based on information provided by REITs
after the Fund�s fiscal year end. In those instances where such information is not available, the Fund estimates the amounts
based on amounts reported by the REITs in the prior year. After all remaining REITs report the actual character of distributions
paid during the year, the Fund adjusts estimates previously recorded to actual. The character of distributions paid to
shareholders disclosed within the Statements of Changes in Net Assets is based on these reclassifications.

Pursuant to its Managed Distribution Policy, the Fund intends to make regular monthly distributions to shareholders at a fixed
rate per common share, which rate may be adjusted from time to time by the Fund�s Board of Directors. Under Fund�s Managed
Distribution Policy, if, for any monthly distribution, net investment income and net realized capital gain is less than the amount
of the distribution, the difference will be distributed from the Fund�s assets (and constitute a �return of capital�). The Board of
Directors may terminate the Managed Distribution Policy at any time, including when certain events would make part of the
return of capital taxable to shareholders. Any such termination could have an adverse effect on the market price for Fund�s
shares.

(i) Federal and Other Taxes.  It is the Fund�s policy to comply with the federal income and excise tax requirements of the
Internal Revenue Code of 1986, as amended, applicable to regulated investment companies. Accordingly, the Fund intends to
distribute substantially all of its taxable income and net realized gains on investments, if any, to shareholders each year.
Therefore, no federal income tax provision is required. Under the applicable foreign tax law, a withholding tax may be imposed
on interest, dividends and capital gains at various rates.

(j) Reclassification.  In accordance with Statement of Position 93-2 Determination, Disclosure, and Financial Statement
Presentation of Income, Capital Gain, and Return of Capital Distributions by Investment Companies, book/tax basis differences
relating to shareholder distributions and other permanent book/tax differences are reclassified to paid-in capital. In addition, the
character of income
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Notes to Financial Statements (continued)

and gains to be distributed is determined in accordance with income tax regulations which may differ from accounting
principles generally accepted in the United States of America. At December 31, 2004, reclassifications were made to the Fund�s
capital accounts to reflect permanent book/tax differences and income and gains available for distributions under income tax
regulations. Accordingly, during the current year, $1,209,128 has been reclassified between undistributed net investment
income and accumulated net realized loss from investment transactions and swap contracts as a result of book losses from
interest rate swap contracts treated as ordinary loss for tax and book gains on foreign currency transactions treated as ordinary
income for tax purposes. Additionally, $13,087 has been reclassified between paid-in capital and undistributed net investment
income as a result of permanent differences attributable to the differences in the tax treatment of distributions from real estate
investment trusts. These reclasssifications have no effect on net assets or net asset values per share.

2. Management Agreement and Other Transactions

Citi Fund Management Inc. (�CFM�), an affiliate of Citigroup Inc. (�Citigroup�), acts as the investment manager of the Fund. The
Fund pays CFM a management fee calculated at an annual rate of 0.90% of the Fund�s Managed Assets (which includes assets
attributable to TARPS). This fee is calculated daily and paid monthly.

In addition, CFM has contractually agreed to waive a portion of its management fee in the amount of 0.32% of the Fund�s
Managed Assets through July 31, 2007, 0.20% of Managed Assets for the 12-month period ending July 31, 2008, and 0.10% of
Managed Assets for the 12-month period ending July 31, 2009. The waiver will be eliminated on August 1, 2009. For the year
ended December 31, 2004, CFM waived a portion of its management fee amounting to $874,929.

CFM has entered into a sub-investment advisory agreement with AEW Management and Advisors, L.P. (�AEW�). AEW is
primarily responsible for overseeing the day-to-day investment operations of the Fund. CFM pays AEW a fee at an annual rate
equal to: (a) for the first 5 years of the Fund�s operation, 0.40% of the first $100 million of the Fund�s Managed Assets (which
includes assets attributable to Preferred shares), 0.35% of the next $100 million of the Fund�s Managed Assets and 0.30% of the
Fund�s Managed Assets in excess of $200 million; and (b) starting 5 years after the commencement of the Fund�s operations,
50% of the management fee paid by the Fund to CFM net of any waivers.
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Notes to Financial Statements (continued)

For the year ended December 31, 2004, Citigroup
Global Markets Inc. (�CGM�), an indirect wholly-owned
subs id ia ry  of  Ci t ig roup ,  rece ived  brokerage
commissions of $2,250.

All officers but one and one Director of the Fund are
employees of Citigroup or its affiliates and do not
receive compensation from the Fund.

3.  Investments

During the year ended December 31, 2004, the
aggregate cost of purchases and proceeds from sales of
investments (excluding short-term investments) were
as follows:

Purchases $18,471,433

Sales 17,121,555

At December 31, 2004, the aggregate gross unrealized appreciation
and depreciation of investments for federal income tax purposes were
as follows:

Gross unrealized appreciation $80,726,726
Gross unrealized depreciation (66,534)

Net unrealized appreciation $80,660,192

As of December 31, 2004, the Fund held the following interest rate swap agreements:

Swap Counterparty: Merrill Lynch Capital Services, Inc.
Effective Date: 11/25/02
Notional Amount: $ 6,500,000
Payments Made by Fund: Fixed Rate, 2.9325%
Payments Received by Fund: Floating Rate (One-Month LIBOR)
Termination Date: 11/25/05
Unrealized Appreciation as of 12/31/04: $ 894

Swap Counterparty: Merrill Lynch Capital Services, Inc.
Effective Date: 11/25/02
Notional Amount: $ 26,000,000
Payments Made by Fund: Fixed Rate, 3.6335%
Payments Received by Fund: Floating Rate (One-Month LIBOR)
Termination Date: 11/25/07
Unrealized Depreciation as of 12/31/04: $ (71,939)
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Notes to Financial Statements (continued)

Swap Counterparty: Merrill Lynch Capital Services, Inc.
Effective Date: 11/25/02
Notional Amount: $ 19,500,000
Payments Made by Fund: Fixed Rate, 4.1170%
Payments Received by Fund: Floating Rate (One-Month LIBOR)
Termination Date: 11/25/09
Unrealized Depreciation as of 12/31/04: $ (202,678)

At December 31, 2004, the Fund had total unrealized depreciation of $273,723 from swap contracts.

4.  Taxable Auction Rate Cumulative Preferred Stock

As of December 31, 2004, the Fund had 2,600 outstanding shares of TARPS. The TARPS� dividends are cumulative at a rate
determined at an auction and the dividend period is typically seven days. The dividend rates ranged from 1.03% to 2.66% for
the year ended December 31, 2004. At December 31, 2004, the dividend rate was 2.66%.

The Fund is required to maintain certain asset coverages with respect to the TARPS. If the Fund fails to maintain these
coverages and does not cure any such failure within the required time period, the Fund is required to redeem a requisite number
of the TARPS at a redemption price equal to $25,000 per share plus accumulated and unpaid dividends in order to meet the
applicable requirement. The TARPS have a liquidation preference of $25,000 per share plus accumulated and unpaid dividends.
Additionally, failure to meet the foregoing asset coverage requirements would restrict the Fund�s ability to pay dividends to
common shareholders.

CGM currently acts as the broker/dealer in connection with the auction of TARPS. After each auction, the auction agent will
pay to the participating broker/dealer, from monies the Fund provides, a participation fee at the annual rate of 0.25% of the
purchase price of the TARPS that the broker/dealer places at the auction. For the year ended December 31, 2004, the Fund
incurred auction participation fees of $163,130 for CGM�s services as a participating broker/dealer.

5.  Capital Shares

Capital stock transactions were as follows:

Year Ended
December 31, 2004

Year Ended
December 31, 2003

Shares Amount Shares Amount

Shares issued on reinvestment � � 292,538 $4,417,073
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Notes to Financial Statements (continued)

6.  Income Tax Information and Distribution to Shareholders

The tax character of distributions paid during the fiscal years ended December 31, were as follows:

12/31/04 12/31/03

Distributions paid from:
   Ordinary Income to Common Shareholders $    8,305,866 $  11,702,268
   Ordinary Income to Taxable Auction Rate Cumulative
     Preferred Stockholders 761,452 621,059
   Net Long-term Capital Gains to Common Shareholders 3,556,810 3,898,599
   Net Long-term Capital Gains to Taxable Auction Rate
     Preferred Stockholders 242,960 205,287

Total Taxable Distributions 12,867,088 16,427,213
   Tax Return of Capital to Common Shareholders 2,615,893 2,589,027

Total Distributions Paid $   15,482,981 $   19,016,240

As of December 31, 2004, the components of accumulated earnings on a tax basis were as follows:

Other book/tax temporary differences 900,610*
Unrealized appreciation 80,386,674**

Total accumulated earnings $  81,287,284

* Other book/tax temporary differences are attributable primarily to differences in the book/tax treatment of distributions
received from REITs held by the Fund.

** The difference between book-basis and tax-basis unrealized/depreciation is attributable primarily to the tax deferral of
losses on wash sales.

7.  Additional Information

In connection with an investigation previously disclosed by Citigroup, the Staff of the Securities and Exchange Commission
(�SEC�) has notified Citigroup Asset Management (�CAM�), the Citigroup business unit that includes the funds� investment
manager and other investment advisory companies; Citicorp Trust Bank (�CTB�), an affiliate of CAM; Thomas W. Jones, the
former CEO of CAM; and three other individuals, one of whom is an employee and two of whom are former employees of
CAM, that the SEC Staff is considering recommending a civil injunctive action and/or an administrative proceeding against
each of them relating to the creation and operation of an internal transfer agent unit to serve various CAM-managed funds.

In 1999, CTB entered the transfer agent business. CTB hired an unaffiliated subcontractor to perform some of the transfer agent
services. The subcontractor, in exchange, had signed a separate agreement with CAM in 1998 that guaranteed investment
management revenue to CAM and investment banking revenue to a CAM affiliate. The subcontractor�s business was later taken
over by PFPC Inc.,
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Notes to Financial Statements (continued)

and at that time the revenue guarantee was eliminated and a one-time payment was made by the subcontractor to a CAM
affiliate.

CAM did not disclose the revenue guarantee when the boards of various CAM-managed funds hired CTB as transfer agent. Nor
did CAM disclose to the boards of the various CAM-managed funds the one-time payment received by the CAM affiliate when
it was made. As previously disclosed, CAM has already paid the applicable funds, primarily through voluntary fee waivers, a
total of approximately $17 million (plus interest), which is the amount of the revenue received by Citigroup relating to the
revenue guarantee.

In addition, the SEC Staff has indicated that it is considering recommending action based on the adequacy of the disclosures
made to the fund boards that approved the transfer agency arrangement, CAM�s initiation and operation of, and compensation
for, the transfer agent business and CAM�s retention of, and agreements with, the subcontractor.

Citigroup is cooperating fully in the SEC�s investigation and is seeking to resolve the matter in discussions with the SEC Staff.
On January 20, 2005, Citigroup stated that it had established an aggregate reserve of $196 million ($25 million in the third
quarter of 2004 and $171 million in the fourth quarter of 2004) related to its discussions with the SEC Staff. Settlement
negotiations are ongoing and any settlement of this matter with the SEC will require approval by the Citigroup Board and
acceptance by the Commission.

Unless and until any settlement is consummated, there can be no assurance that any amount reserved by Citigroup will be
distributed. Nor is there at this time any certainty as to how the proceeds of any settlement would be distributed, to whom any
such distribution would be made, the methodology by which such distribution would be allocated, and when such distribution
would be made.

Although there can be no assurance, Citigroup does not believe that this matter will have a material adverse effect on the funds.
The Fund did not implement the contractual arrangement described above and will not receive any payments.
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Report of Independent Registered Public Accounting Firm

To the Shareholders and Board of Directors of
Real Estate Income Fund Inc.:

We have audited the accompanying statement of assets and liabilities, including the schedule of investments, of Real Estate
Income Fund Inc. (�Fund�) as of December 31, 2004, and the related statement of operations for the year then ended, the
statements of changes in net assets for each of the years in the two-year period then ended, and the financial highlights for each
of the years in the two-year period then ended, and for the period from July 31, 2002 (commencement of operations) to
December 31, 2002. These financial statements and financial highlights are the responsibility of the Fund�s management. Our
responsibility is to express an opinion on these financial statements and financial highlights based on our audits.

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. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. Our procedures included confirmation of securities owned
as of December 31, 2004 by correspondence with the custodian and broker. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. 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
financial position of Real Estate Income Fund Inc. as of December 31, 2004, and the results of its operations for the year then
ended, the changes in its net assets for each of the years in the two-year period then ended, and the financial highlights for each
of the years in the two-year period then ended, and for the period from July 31, 2002 to December 31, 2002, in conformity with
U.S. generally accepted accounting principles.

New York, New York
February 18, 2005
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Financial Data (unaudited)

For a share of capital stock outstanding throughout each period:

Record Date
NYSE

Closing Price
Net Asset

Value
Dividend

Paid

Dividend
Reinvestment

Price

Fiscal Year 2002
    September 24 $13.89 $14.11 $0.1063 $13.83
    October 22 12.57 13.00 0.1063 12.67
    November 25 13.64 13.75 0.1063 13.48
    December 23 13.94 13.82 0.1063 13.54

Fiscal Year 2003
    January 28 13.40 13.34 0.1063 13.07
    February 25 14.13 13.59 0.1063 13.42
    March 25 14.21 14.00 0.1063 13.72
    April 22 14.65 14.75 0.1063 14.46
    May 27 14.88 15.42 0.1063 15.03
    June 24 14.87 15.33 0.1090 15.02
    July 22 15.02 16.21 0.1090 15.55
    August 26 15.06 16.19 0.1090 15.62
    September 23 15.60 16.86 0.1090 15.72
    October 28 16.56 17.15 0.1090 16.81
    November 24 16.25 17.65 0.1090 17.02
    December 22 16.92 18.02 0.4771 17.52

Fiscal Year 2004
    January 27 17.56 18.71 0.1090 17.86
    February 24 16.82 19.00 0.1090 17.64
    March 23 17.82 19.56 0.1090 18.13
    April 27 15.03 17.33 0.1090 15.45
    May 25 15.40 17.16 0.1090 15.94
    June 22 15.56 17.91 0.1090 15.98
    July 27 16.27 17.81 0.1090 16.83
    August 24 17.12 18.82 0.1090 17.56
    September 21 16.56 18.94 0.1090 16.71
    October 26 17.15 19.71 0.1090 17.49
    November 23 17.29 20.14 0.1090 17.88
    December 28 18.47 21.04 0.1090 18.49
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Additional Information (unaudited)

Information about Directors and Officers

The business and affairs of Real Estate Income Fund Inc. (�Fund�) are managed under the direction of the Board of Directors.
Information pertaining to the Directors and Officers of the Fund is set forth below.

Name, Address
and Birth Year

Position(s)
Held with

Fund

Term of
Office*

and Length
of Time
Served

Principal
Occupation(s)
During Past
Five Years

Number of
Portfolios
in Fund
Complex
Overseen

by Director

Other
Board

Memberships
Held by
Director

Non-Interested Trustees:

Dwight B. Crane
Harvard Business School

 Soldiers Field  Road

Morgan Hall #375

Boston, MA 02163
Birth Year: 1937

Director Since
2002

Professor, Harvard

 Business School

50 None

Paolo M. Cucchi
Drew University
108 Brothers College
Madison, NJ 07940
Birth Year: 1941

Director Since
2002

Vice President and Dean
of College of Liberal
Arts at Drew University

7 None

Robert A. Frankel
1961 Deergrass Way
Carlsbad, CA 92009
Birth Year: 1927

Director Since
2002

Managing Partner of
Robert A. Frankel
Management
Consultants

24 None

Paul Hardin
12083 Morehead
Chapel Hill, NC 27514
Birth Year: 1931

Director Since
2002

Chancellor Emeritus and
Professor of Law at the
University of North
Carolina at Chapel Hill

34 None

William R. Hutchinson
Suite 1012
535 N. Michigan
Chicago, IL 60611
Birth Year: 1942

Director Since
2002

President of WR
Hutchinson &
Associates, Inc.;
formerly Group Vice
President, Mergers &
Acquisitions BP Amoco

44 Associated
Bank and
Associated
Banc-Corp

George M. Pavia
600 Madison Avenue
New York, NY 10022
Birth Year: 1928

Director Since
2002

Senior Partner of
Pavia & Harcourt
Attorneys

7 None
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Additional Information (unaudited) (continued)

Name, Address
and Birth Year

Position(s)
Held with

Fund

Term of
Office*

and Length
of Time
Served

Principal
Occupation(s)
During Past
Five Years

Number of
Portfolios
in Fund
Complex
Overseen

by Director

Other
Board

Memberships
Held by
Director

Interested Director:

R. Jay Gerken, CFA **
Citigroup Asset
Management (�CAM�)
399 Park Avenue
4th Floor
New York,
NY 10022
Birth Year: 1951

Chairman,
President and
Chief
Executive
Officer

Since
2002

Managing Director of
Citigroup Global
Markets Inc.
(�CGM�); Chairman,
President and Chief
Executive Officer of
Smith Barney Fund
Management LLC
(�SBFM�), Travelers
Investment Adviser, Inc.
(�TIA�) and Citi Fund
Management Inc.
(�CFM�); President
and Chief Executive
Officer of certain mutual
funds associated with
Citigroup Inc.
(�Citigroup�);
Formerly, Portfolio
Manager of Smith Barney
Allocation Series Inc.
(from 1996 to 2001) and
Smith Barney Growth
and Income Fund (from
1996 to 2000)

219 None

Officers:

Andrew B. Shoup
CAM 125 Broad Street
11th Floor
New York, NY 10004
Birth Year: 1956

Senior Vice
President and
Chief
Administrative
Officer

Since
2003

Director of CAM; Senior
Vice President and Chief
Administrative Officer of
mutual funds associated
with Citigroup;
Treasurer of certain
mutual funds associated
with Citigroup; Head of
International Funds
Administration of CAM
(from 2001 to 2003);
Director of Global
Funds Administration of
CAM (from 2000 to
2001); Head of U.S.
Citibank Funds
Administration of CAM
(from 1998 to 2000)

N/A N/A
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Additional Information (unaudited) (continued)

Name, Address
and Birth Year

Position(s)
Held with

Fund

Term of
Office*

and Length
of Time
Served

Principal
Occupation(s)
During Past
Five Years

Number of
Portfolios
in Fund
Complex
Overseen

by Director

Other
Board

Memberships
Held by
Director

Kaprel Ozsolak
CAM
125 Broad Street
11th Floor
New York, NY 10004
Birth Year: 1965

Chief
Financial
Officer and
Treasurer

Since
2004

Vice President of CGM;
Chief Financial Officer
and Treasurer of certain
mutual funds associated
with Citigroup;
Controller of certain
mutual funds associated
with Citigroup (from
2002 to 2004)

N/A N/A

Kevin Kennedy
CAM 399 Park Avenue
4th Floor
New York,
NY 10022
Birth Year: 1954

Vice
President
and
Investment
Officer

Since
2002

Managing Director
of CAM

N/A N/A

Mathew A. Troxell, CFA
AEW Capital
Management, L.P. (�AEW�)
World Trade Center East
Two Seaport Lane
Boston, MA 02210
Birth Year: 1958

Investment
Officer

Since
2002

Principal and Portfolio
Manager, AEW (since
2000); Director and
Portfolio Manager,
AEW prior to 2000

N/A N/A

Andrew Beagley
CAM
399 Park Avenue
4th Floor
New York, NY 10022
Birth Year: 1962

Chief
Compliance
Office

Since
2004

Director of CGM (since
2000); Director of
Compliance, North
America, CAM (since
2000); Chief Anti-
Money Laundering
Compliance Officer,
Chief Compliance Officer
and Vice President of
certain mutual funds
associated with
Citigroup; Director of
Compliance, Europe, the
Middle East and Africa,
Citigroup Asset
Management (from 1999
to 2000)

N/A N/A
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Additional Information (unaudited) (continued)

Name, Address
and Birth Year

Position(s)
Held with

Fund

Term of
Office*

and Length
of Time
Served

Principal
Occupation(s)
During Past
Five Years

Number of
Portfolios
in Fund
Complex
Overseen

by Director

Other
Board

Memberships
Held by
Director

Robert I. Frenkel
CAM
300 First Stamford Place
4th Floor
Stamford, CT 06902
Birth Year: 1954

Secretary
and Chief
Legal
Officer

Since
2003

Managing Director and
General Counsel of
Global Mutual Funds
for CAM and its
predecessor (since
1994); Secretary and
Chief Legal Officer of
mutual funds associated
with Citigroup

N/A N/A

�����
* Directors are elected for a term of three years.

** Mr. Gerken is a director who is an �interested person� of the Fund as defined in the Investment Company Act of 1940, as
amended, because Mr. Gerken is an officer of SBFM and certain of its affiliates.
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Important Tax Information (unaudited)

The following information is provided with respect to the distributions paid by the Fund during the taxable year ended
December 31, 2004:

Payable
Date

Nontaxable
Return of
Capital

Long-Term
Capital Gain

(maximum 15% rate)

Unrecaptured
Section 1250 Gain

(maximum 25% rate)

Common Shareholders Monthly 18.07% 19.24% 5.33%

Taxable Auction Rate
   Cumulative Preferred
   Stockholders Weekly � 19.24% 5.33%

You should consult your tax adviser regarding the appropriate tax treatment of distributions paid by the Fund.
Please retain this information for your records.
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Annual CEO Certification (unaudited)

The Fund�s CEO has submitted to the NYSE the required annual certification and, the Fund also has included the Certifications
of the Fund�s CEO and Chief Financial Officer required by Section 302 of the Sarbanes-Oxley Act in the Fund�s Form N-CSR
filed with the SEC, for the period of this report.
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Dividend Reinvestment Plan (unaudited)

Under the Fund�s Dividend Reinvestment Plan (�Plan�), a shareholder whose shares of Common Stock are registered in his own
name will have all distributions from the Fund reinvested automatically by American Stock Transfer & Trust Company (�AST�),
as agent under the Plan, unless the shareholder elects to receive cash. Distributions with respect to shares registered in the name
of a broker-dealer or other nominee (that is, in �street name�) will be reinvested by the broker or nominee in additional shares
under the Plan, unless the service is not provided by the broker or nominee or the shareholder elects to receive distributions in
cash. Investors who own Common Stock registered in street name should consult their broker-dealers for details regarding
reinvestment. All distributions to Fund shareholders who do not participate in the Plan will be paid by check mailed directly to
the record holder by or under the direction of AST as dividend-paying agent.

If the Fund declares a dividend or capital gains distribution payable either in Common Shares or in cash, shareholders who are
not Plan participants will receive cash, and Plan participants will receive the equivalent amount in Common Shares. When the
market price of the Common Shares is equal to or exceeds 98% of the net asset value per share of the Common Shares on the
Determination Date (as defined below), Plan participants will be issued Common Shares valued at a price equal to the greater
of (a) 98% of the net asset value per share at the close of trading on the Determination Date or (b) 95% of the market price per
share of the common stock on the Determination Date. The Determination Date is the dividend or capital gains distribution
record date or, if that date is not a New York Stock Exchange (�NYSE�) trading day, the immediately preceding trading day.

If 98% of the net asset value per share of the Common Shares exceeds the market price of the Common Shares on
determination date, the Plan Agent will receive the dividend or distribution in cash and will buy Common Shares in the open
market, on the Exchange or elsewhere, for your account as soon as practicable commencing on the trading day following the
determination date and terminating no later than the earlier of (a) 30 days after the dividend or distribution payment date, or (b)
the record date for the next succeeding dividend or distribution to be made to the Common Shareholders, except when
necessary to comply with applicable provisions of the federal securities laws. If during this period: (i) the market price rises so
that it equals or exceeds 98% of the net asset value per share of the Common Shares at the close of trading on the Exchange on
the Determination date before the Plan Agent has completed the open market purchases or (ii) if the Plan Agent is unable to
invest the full amount eligible to be reinvested in open market purchases, the Plan agent will cease purchasing Common Shares
in the open market and the Fund shall issue the remaining Common Shares at a price per share equal to the greater of(a) 98% of
the net asset value per share at the close of trading on the Exchange on the Determination date or (b) 95% of the then current
market price per share. You may withdraw from the Plan by notifying the Plan Agent in writing at
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Dividend Reinvestment Plan (unaudited) (continued)

P.O. Box 922, Wall Street Station, New York, New York 10269-0560, by logging onto your account and following the
directions at www.Investpower.com or by calling the Plan Agent at 1-877-366-6441. Such withdrawal will be effective
immediately if notice is received by the Plan Agent not less than ten business days prior to any dividend or distribution record
date; otherwise such withdrawal will be effective as soon as practicable after the Plan Agent�s investment of the most recently
declared dividend or distribution on the Common Shares.

AST will maintain all shareholder accounts in the Plan and will furnish written confirmations of all transactions in each
account, including information needed by a shareholder for personal and tax records. The automatic reinvestment of dividends
and capital gains distributions will not relieve Plan participants of any income tax that may be payable on the dividends or
capital gains distributions. Common Shares in the account of each Plan participant will be held by AST on behalf of the Plan
participant, and each shareholder�s proxy will include those shares purchased pursuant to the Plan.

Plan participants are subject to no charge for reinvesting dividends and capital gains distributions. AST�s fees for handling the
reinvestment of dividends and capital gains distributions will be paid by the Fund. No brokerage charges apply with respect to
Common Shares issued directly by the Fund as a result of dividends or capital gains distributions payable either in Common
Shares or in cash. Each Plan participant will, however, bear a proportionate share of brokerage commissions incurred with
respect to open market purchases made in connection with the reinvestment of dividends or capital gains distributions.

Experience under the Plan may indicate that changes to it are desirable. The Fund reserves the right to amend or terminate the
Plan as applied to any dividend or capital gains distribution paid subsequent to written notice of the change sent to participants
at least 30 days before the record date for the dividend or capital gains distribution. The Plan also may be amended or
terminated by AST, with the Fund�s prior written consent, on at least 30 days� written notice to Plan participants. Upon any
termination, you will be sent a certificate or certificates for the full Common Shares held for you under the Plan and cash for
any fractional Common Shares. You may elect to notify the Plan Agent in advance of such termination to have the Plan Agent
sell part or all of your shares on your behalf. The Plan Agent is authorized to deduct brokerage commissions actually incurred
for this transaction from the proceeds. All correspondence concerning the Plan should be directed by mail to American Stock
Transfer & Trust Company, 59 Maiden Lane, New York, New York 10038, by logging onto your account and following the
directions at www.Investpower.com or by telephone at 1-877-366-6441.

Notice is hereby given in accordance with Section 23(c) of the Investment Company Act of 1940, as amended, that from time
to time the Fund may purchase shares of its common stock in the open market.
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DIRECTORS INVESTMENT MANAGER
Dwight B. Crane Citi Fund Management Inc.
Paolo M. Cucchi 100 First Stamford Place
Robert A. Frankel Stamford, Connecticut 06902
R. Jay Gerken, CFA
    Chairman CUSTODIAN
Paul Hardin State Street Bank and Trust Company
William R. Hutchinson 225 Franklin Street
George M. Pavia Boston, Massachusetts 02110

OFFICERS TRANSFER AGENT
R. Jay Gerken, CFA American Stock Transfer & Trust Company
President and Chief Executive Officer 59 Maiden Lane

New York, New York 10038
Andrew B. Shoup
Senior Vice President and The Fund files its complete schedule of
Chief Administrative Officer portfolio holdings with the Securities and

Exchange Commission for the first and
Kaprel Ozsolak third quarters of each fiscal year on Form
Chief Financial Officer and Treasurer N-Q. The Fund�s Forms N-Q may be

reviewed and copied at the Commission�s
Kevin Kennedy Public Reference Room in Washington,
Vice President and Investment Officer D.C., and information on the operation of

the Public Reference Room may be
Matthew A. Troxell, CFA obtained by calling 1-800-SEC-0330. To
Investment Officer obtain information on Form N-Q from the

Fund, shareholders can call 1-800-451-2010.
Andrew Beagley
Chief Compliance Officer Information on how the Fund voted

proxies relating to portfolio securities
Robert I. Frenkel during the 12-month period ended
Secretary and June 30, 2004 and a description of the
Chief Legal Officer policies and procedures that the Fund

uses to determine how to vote proxies
This report is intended only for the relating to portfolio securities is available
shareholders of the Real Estate Income (1) without charge, upon request, by calling
Fund Inc. It is not a Prospectus, circular 1-800-451-2010, (2) on the Fund�s website
or representation intended for use in the at www.citigroupAM.com and (3) on the
purchase or sale of shares of the Fund or SEC�s website at www.sec.gov.
of any securities mentioned in the report.

REAL ESTATE INCOME
FUND INC.
125 Broad Street
10th Floor, MF-2
New York, New York 10004

FD02709 2/05
05-7844
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ITEM 2. CODE OF ETHICS.

The registrant has adopted a code of ethics that applies to the registrant�s principal executive officer, principal
financial officer, principal accounting officer or controller.

ITEM 3. AUDIT COMMITTEE FINANCIAL EXPERT.

The Board of Directors of the registrant has determined that William R. Hutchinson, the Chairman of the Board�s
Audit Committee, possesses the technical attributes identified in Instruction 2(b) of Item 3 to Form N-CSR to
qualify as an �audit committee financial expert,� and has designated Mr. Hutchinson as the Audit Committee�s
financial expert. Mr. Hutchinson is an �independent� Director pursuant to paragraph (a)(2) of Item 3 to Form
N-CSR.

Item 4. Principal Accountant Fees and Services

(a) Audit Fees for the Real Estate Income Fund Inc. were $40,000 and $40,000 for the years ended 12/31/04 and 12/31/03.

(b) Audit-Related Fees for the Real Estate Income Fund Inc. were $0 and $0 for the years ended 12/31/04 and 12/31/03.

(c) Tax Fees for Real Estate Income Fund Inc. of $3,500 and $3,500 for the years ended 12/31/04 and 12/31/03. These amounts represent
aggregate fees paid for tax compliance, tax advice and tax planning services, which include (the filing and amendment of federal, state and local
income tax returns, timely RIC qualification review and tax distribution and analysis planning) rendered by the Accountant to Real Estate
Income Fund Inc.

(d) All Other Fees for Real Estate Income Fund Inc. of $40,000 and $24,000 for the years ended 12/31/04 and 12/31/03. These amounts
represent fees billed for agreed upon procedures performed to certify the Fund�s compliance with rating agency requirements and restrictions.

(e)(1) Audit Committee�s pre-approval policies and procedures described in paragraph (c) (7) of Rule 2-01 of Regulation S-X.

The Charter for the Audit Committee (the �Committee�) of the Board of each registered investment company (the �Fund�) advised by Smith Barney
Fund Management LLC or Salomon Brothers Asset Management Inc or one of their affiliates (each, an �Adviser�) requires that the Committee
shall approve (a) all audit and permissible non-audit services to be provided to the Fund and (b) all permissible non-audit services to be provided
by the Fund�s independent auditors to the Adviser and any Covered Service Providers if the engagement relates directly to the operations and
financial reporting of the Fund. The Committee may implement policies and procedures by which such services are approved other than by the
full Committee.

The Committee shall not approve non-audit services that the Committee believes may impair the independence of the auditors. As of the date of
the approval of this Audit Committee Charter, permissible non-audit services include any professional services (including tax services), that are
not prohibited services as described below, provided to the Fund by the independent auditors, other than those provided to the Fund in
connection with an audit or a review of the financial statements of the Fund. Permissible non-audit services may not include: (i) bookkeeping or
other services related to the accounting records or financial statements of the Fund; (ii) financial information systems design and

implementation; (iii) appraisal or valuation services, fairness opinions or contribution-in-kind reports; (iv) actuarial services; (v) internal audit
outsourcing services; (vi) management functions or human resources; (vii) broker or dealer, investment adviser or investment banking services;
(viii) legal services and expert services unrelated to the audit; and (ix) any other service the Public Company Accounting Oversight Board
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determines, by regulation, is impermissible.

Pre-approval by the Committee of any permissible non-audit services is not required so long as: (i) the aggregate amount of all such permissible
non-audit services provided to the Fund, the Adviser and any service providers controlling, controlled by or under common control with the
Adviser that provide ongoing services to the Fund (�Covered Service Providers�) constitutes not more than 5% of the total amount of revenues
paid to the independent auditors during the fiscal year in which the permissible non-audit services are provided to (a) the Fund, (b) the Adviser
and (c) any entity controlling, controlled by or under common control with the Adviser that provides ongoing services to the Fund during the
fiscal year in which the services are provided that would have to be approved by the Committee; (ii) the permissible non-audit services were not
recognized by the Fund at the time of the engagement to be non-audit services; and (iii) such services are promptly brought to the attention of
the Committee and approved by the Committee (or its delegate(s)) prior to the completion of the audit.

(2) For the Real Estate Income Fund Inc., the percentage of fees that were approved by the audit committee, with respect to: Audit-Related Fees
were 100% and 100% for the years ended 12/31/04 and 12/31/03; Tax Fees were 100% and 100% for the years ended 12/31/04 and 12/31/03;
and Other Fees were 100% and 100% for the years ended 12/31/04 and 12/31/03.

(f) N/A

(g) Non-audit fees billed by the Accountant for services rendered to Real Estate Income Fund Inc. and CAM and any entity controlling,
controlled by, or under common control with CAM that provides ongoing services to Real Estate Income Fund Inc. Fees billed to and paid by
Citigroup Global Markets, Inc. related to the transfer agent matter as fully described in the notes to the financial statements titled �Additional
information� were $75,000 and $0 for the years ended 12/31/04 and 12/31/03.

(h) Yes. The Real Estate Income Fund Inc.�s Audit Committee has considered whether the provision of non-audit services that were rendered to
Service Affiliates which were not pre-approved (not requiring pre-approval) is compatible with maintaining the Accountant�s independence. All
services provided by the Accountant to the Real Estate Income Fund Inc. or to Service Affiliates which were required to be pre-approved were
pre-approved as required.

ITEM 5. AUDIT COMMITTEE OF LISTED REGISTRANTS.

Not applicable.

ITEM 6. [RESERVED]

ITEM 7. DISCLOSURE OF PROXY VOTING POLICIES AND PROCEDURES FOR CLOSED-END MANAGEMENT
INVESTMENT COMPANIES.

The Board of Directors of the Fund has delegated the authority to develop policies and procedures relating to
proxy voting to the Manager. The Manager is part of Citigroup Asset Management (�CAM�), a group of investment
adviser affiliates of Citigroup, Inc. (�Citigroup�). Along with the other investment advisers that comprise CAM, the
Manager has adopted a set of proxy voting policies and procedures (the �Policies�) to ensure that the Manager votes
proxies relating to equity securities in the best interest of clients.

In voting proxies, the Manager is guided by general fiduciary principles and seeks to act prudently and solely in
the best interest of clients. The Manager attempts to consider all factors that could affect the value of the
investment and will vote proxies in the manner that it believes will be consistent with efforts to maximize
shareholder values. The Manager may utilize an external service provider to provide it with information and/or a
recommendation with regard to proxy votes. However, such recommendations do not relieve the Manager of its
responsibility for the proxy vote.

In the case of a proxy issue for which there is a stated position in the Policies, CAM generally votes in accordance
with such stated position. In the case of a proxy issue for which there is a list of factors set forth in the Policies that
CAM considers in voting on such issue, CAM votes on a case-by-case basis in accordance with the general
principles set forth above and considering such enumerated factors. In the case of a proxy issue for which there is
no stated position or list of factors that CAM considers in voting on such issue, CAM votes on a case-by-case basis
in accordance with the general principles set forth above. Issues for which there is a stated position set forth in the
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Policies or for which there is a list of factors set forth in the Policies that CAM considers in voting on such issues
fall into a variety of categories, including election of directors, ratification of auditors, proxy and tender offer
defenses, capital structure issues, executive and director compensation, mergers and corporate restructurings, and
social and environmental issues. The stated position on an issue set forth in the Policies can always be superseded,
subject to the duty to act solely in the best interest of the beneficial owners of accounts, by the investment
management professionals responsible for the account whose shares are being voted. Issues applicable to a
particular industry may cause CAM to abandon a policy that would have otherwise applied to issuers generally. As
a result of the independent investment advisory services provided by distinct CAM business units, there may be
occasions when different business units or different portfolio managers within the same business unit vote
differently on the same issue.

In furtherance of the Manager�s goal to vote proxies in the best interest of clients, the Manager follows procedures
designed to identify and address material conflicts that may arise between the Manager�s interests and those of its
clients before voting proxies on behalf of such clients. To seek to identify conflicts of interest, CAM periodically
notifies CAM employees (including employees of the Manager) in writing that they are under an obligation (i) to
be aware of the potential for conflicts of

interest with respect to voting proxies on behalf of client accounts both as a result of their personal relationships
and due to special circumstances that may arise during the conduct of CAM�s and the Manager�s business, and (ii)
to bring conflicts of interest of which they become aware to the attention of compliance personnel. The Manager
also maintains and considers a list of significant relationships that could present a conflict of interest for the
Manager in voting proxies. The Manager is also sensitive to the fact that a significant, publicized relationship
between an issuer and a non-CAM affiliate might appear to the public to influence the manner in which the
Manager decides to vote a proxy with respect to such issuer. Absent special circumstances or a significant,
publicized non-CAM affiliate relationship that CAM or the Manager for prudential reasons treats as a potential
conflict of interest because such relationship might appear to the public to influence the manner in which the
Manager decides to vote a proxy, the Manager generally takes the position that non-CAM relationships between
Citigroup and an issuer (e.g. investment banking or banking) do not present a conflict of interest for the Manager
in voting proxies with respect to such issuer. Such position is based on the fact that the Manager is operated as an
independent business unit from other Citigroup business units as well as on the existence of information barriers
between the Manager and certain other Citigroup business units.

CAM maintains a Proxy Voting Committee, of which the Manager personnel are members, to review and address
conflicts of interest brought to its attention by compliance personnel. A proxy issue that will be voted in
accordance with a stated position on an issue or in accordance with the recommendation of an independent third
party is not brought to the attention of the Proxy Voting Committee for a conflict of interest review because the
Manager�s position is that to the extent a conflict of interest issue exists, it is resolved by voting in accordance with
a pre-determined policy or in accordance with the recommendation of an independent third party. With respect to a
conflict of interest brought to its attention, the Proxy Voting Committee first determines whether such conflict of
interest is material. A conflict of interest is considered material to the extent that it is determined that such conflict
is likely to influence, or appear to influence, the Manager�s decision-making in voting proxies. If it is determined
by the Proxy Voting Committee that a conflict of interest is not material, the Manager may vote proxies
notwithstanding the existence of the conflict.

If it is determined by the Proxy Voting Committee that a conflict of interest is material, the Proxy Voting
Committee is responsible for determining an appropriate method to resolve such conflict of interest before the
proxy affected by the conflict of interest is voted. Such determination is based on the particular facts and
circumstances, including the importance of the proxy issue and the nature of the conflict of interest. Methods of
resolving a material conflict of interest may include, but are not limited to, disclosing the conflict to clients and
obtaining their consent before voting, or suggesting to clients that they engage another party to vote the proxy on
their behalf.

ITEM 8. [RESERVED]

ITEM 9. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.
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Not applicable.

ITEM 10. CONTROLS AND PROCEDURES.

(a) The registrant�s principal executive officer and principal financial officer have concluded that the registrant�s
disclosure controls and procedures (as defined in Rule 30a- 3(c) under the Investment Company Act of
1940, as amended (the �1940 Act�)) are effective as of a date within 90 days of the filing date of this report
that includes the disclosure required by this paragraph, based on their evaluation of the disclosure controls
and procedures required by Rule 30a-3(b) under the 1940 Act and 15d-15(b) under the Securities Exchange
Act of 1934.

(b) There were no changes in the registrant�s internal control over financial reporting (as defined in Rule
30a-3(d) under the 1940 Act) that occurred during the registrant�s last fiscal half-year (the registrant�s second
fiscal half-year in the case of an annual report) that have materially affected, or are likely to materially affect
the registrant�s internal control over financial reporting.

ITEM 11. EXHIBITS.

(a) Code of Ethics attached hereto.

Exhibit 99.CODE ETH

(b) Attached hereto.

Exhibit 99.CERT Certifications pursuant to section 302 of the Sarbanes-Oxley Act of 2002

Exhibit 99.906CERT Certifications pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
SIGNATURES

        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, there unto duly authorized.

Real Estate Income Fund Inc.

By: /s/ R. Jay Gerken
R. Jay Gerken
Chief Executive Officer of
Real Estate Income Fund Inc.

Date: March 11, 2005

        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/ R. Jay Gerken
(R. Jay Gerken)
Chief Executive Officer of
Real Estate Income Fund Inc.

Date: March 11, 2005

By: /s/ Kaprel Ozsolak
(Kaprel Ozsolak)
Chief Financial Officer of
Real Estate Income Fund Inc.
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Date: March 11, 2005
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