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PROSPECTUS

2.3 Million Common Shares

Nuveen California Dividend Advantage Municipal Fund

Nuveen California Dividend Advantage Municipal Fund (the Fund ) is a diversified, closed-end management investment company. The Fund s
seeks to provide current income exempt from both regular federal and California income taxes. The Fund s secondary investment objective is to
enhance portfolio value relative to the municipal bond market by investing in tax-exempt municipal securities that Nuveen Asset Management,
LLC ( Nuveen Asset Management ), the Fund s sub-adviser, believes are underrated or undervalued or that represent municipal market sectors that
are undervalued. The Fund seeks to achieve its investment objectives by investing, under normal circumstances, at least 80% of its Managed
Assets (as defined below under Portfolio Contents) in municipal securities and other related investments the income from which is exempt from
regular federal and California income taxes. Under normal circumstances, the Fund invests at least 80% of its Managed Assets in municipal
securities that, at the time of investment, are investment grade quality. The Fund may invest up to 20% of its Managed Assets in municipal
securities that at the time of investment are rated below investment grade or are unrated but judged to be of comparable quality by Nuveen Asset
Management. No more than 10% of the Fund s Managed Assets may be invested in municipal securities rated below B3/B- or that are unrated
but judged to be of comparable quality by Nuveen Asset Management. The Fund cannot assure you that it will achieve its investment objectives.

Investing in the Fund s common shares involves certain risks that are described in the Risk Factors section of this prospectus (the
Prospectus ).

Neither the U.S. Securities and Exchange Commission (the SEC ) nor any state securities commission has approved or disapproved of these
securities or determined if this Prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

You should read this Prospectus, which contains important information about the Fund, before deciding whether to invest and retain it for future
reference. A Statement of Additional Information dated May 9, 2016 (the SAI ), containing additional information about the Fund, has been filed
with the SEC and is incorporated by reference in its entirety into this Prospectus. You may request a free copy of the SAI, the table of contents

of which is on the last page of this Prospectus, annual and semi-annual reports to shareholders and other information about the Fund, and make
shareholder inquiries by calling (800) 257-8787, by writing to the Fund or from the Fund s website (http://www.nuveen.com). The information
contained in, or that can be accessed through, the Fund s website is not part of this Prospectus. You also may obtain a copy of the SAI (and other
information regarding the Fund) from the SEC s web site (http://www.sec.gov).
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The Fund s common shares do not represent a deposit or obligation of, and are not guaranteed or endorsed by, any bank or other insured
depository institution, and are not federally insured by the Federal Deposit Insurance Corporation, the Federal Reserve Board or any other
governmental agency.

Portfolio Contents. As a fundamental policy, under normal circumstances, the Fund invests at least 80% of its Managed Assets (as defined
below) in municipal securities and other related investments the income from
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which is exempt from regular federal and California income taxes. The Fund invests in tax-exempt municipal securities that Nuveen Asset
Management believes are underrated or undervalued or that represent municipal market sectors that are undervalued. The Fund has not

established any limit on the percentage of its portfolio that may be invested in municipal bonds subject to the alternative minimum tax provisions
of federal tax law, and the Fund expects that a substantial portion of the income it produces will be includable in alternative minimum taxable
income. As a non-fundamental policy, under normal circumstances, the Fund invests at least 80% of its Managed Assets in investment grade
securities that at the time of investment are investment grade quality. The Fund will invest at least 80% of its net assets in investment grade

quality municipal securities. Investment grade quality securities are those that are, at the time of investment, either (i) rated by one of the

nationally recognized statistical rating organizations ( NRSROs ) that rate such securities within the four highest letter grades (by Standard &
Poor s Corporation Ratings Group, a division of The McGraw-Hill Companies ( S&P ), Moody s Investors Services, Inc. ( Moody s ) or Fitch
Ratings, Inc. ( Fitch ) (BBB- or better for S&P and Fitch and Baa3 or better for Moody s)), or (ii) unrated by any NRSRO but judged to be of
comparable quality by Nuveen Asset Management. Investment grade securities may include securities that, at the time of investment, are rated
below investment grade by S&P, Moody s or Fitch, so long as at least one NRSRO rates such securities within the four highest grades (such
securities are commonly referred to as split-rated securities). Also as a non-fundamental policy, the Fund may invest up to 20% of its Managed
Assets in municipal securities that at the time of investment are rated below investment grade or are unrated but judged to be of comparable

quality by Nuveen Asset Management. Additionally, as a non-fundamental policy, no more than 10% of the Fund s Managed Assets may be
invested in municipal securities rated below B3/B- or that are unrated but judged to be of comparable quality by Nuveen Asset Management.
Municipal securities of below investment grade quality are regarded as having predominately speculative characteristics with respect to capacity

to pay interest and repay principal, and are commonly referred to as junk bonds. The Fund may invest up to approximately 15% of its Managed
Assets in inverse floating rate securities. The Fund currently employs financial leverage primarily through its outstanding variable rate demand
preferred shares (referred to herein as  VRDP Shares ). Managed Assets means the total assets of the Fund, minus the sum of its accrued liabilities
(other than Fund liabilities incurred for the express purpose of creating leverage). Total assets for this purpose shall include assets attributable to
the Fund s use of effective leverage (whether or not those assets are reflected in the Fund s financial statements for purposes of generally accepted
accounting principles), such as, but not limited to, the portion of assets in special purpose trusts of which the Fund owns the inverse floater
certificates that has been effectively financed by the trust s issuance of floating rate certificates.

Adviser and Sub-Adviser. Nuveen Fund Advisors, LLC, the Fund s investment adviser, is responsible for determining the Fund s overall
investment strategies and their implementation. Nuveen Asset Management, LLC is the Fund s investment sub-adviser and oversees the
day-to-day investment operations of the Fund.

The minimum price on any day at which common shares may be sold will not be less than the current net asset value per share plus the per share
amount of the commission to be paid to the Fund s distributor, Nuveen Securities, LLC ( Nuveen Securities ). The Fund and Nuveen Securities
will suspend the sale of common shares if the per share price of the shares is less than the minimum price. The Fund currently intends to
distribute the shares offered pursuant to this Prospectus primarily through at-the-market transactions, although from time to time it may also
distribute shares through an underwriting syndicate or a privately negotiated transaction. To the extent shares are distributed other than through
at-the-market transactions, the Fund will file a supplement to this Prospectus describing such transactions. For information on how common
shares may be sold, see the Plan of Distribution section of this Prospectus.

As of May 2, 2016, the Fund has not sold any Common Shares in this offering.

Common shares are listed on the New York Stock Exchange (the NYSE ). The trading or ticker symbol of the Fundis NAC. The Fund s closing
price on the NYSE on May 2, 2016 was $16.27.

The date of this Prospectus is May 9, 2016
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You should rely only on the information contained or incorporated by reference into this Prospectus. The Fund has not authorized
anyone to provide you with different information. The Fund is not making an offer of these securities in any state where the offer is not
permitted. You should not assume that the information contained in this Prospectus is accurate as of any date other than the date on the
front of this Prospectus. The Fund will update this Prospectus to reflect any material changes to the disclosures herein.
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PROSPECTUS SUMMARY

This is only a summary. You should review the more detailed information contained elsewhere in this Prospectus and in the Statement of
Additional Information (the SAI ).

The Fund Nuveen California Dividend Advantage Municipal Fund (the Fund ) is a diversified,
closed-end investment management company. See The Fund. The Fund s common shares,
$0.01 par value ( Common Shares ), are traded on the New York Stock Exchange (the

NYSE ) under the symbol NAC. See Description of Common Shares. As of March 31,
2016, the Fund had 107,383,777 Common Shares outstanding, 6,996 of variable rate
demand preferred shares (referred to herein as VRDP Shares ) and net assets applicable to
Common Shares of $1,738,415,612.

Investment Objectives and Policies The Fund s investment objective is to provide current income exempt from regular federal
and California income tax. The Fund s secondary investment objective is to enhance
portfolio value relative to the municipal bond market by investing in tax-exempt
municipal securities that Nuveen Asset Management (defined below under Sub-Adviser ),
the Fund s investment sub-adviser, believes are underrated or undervalued or that
represent municipal market sectors that are undervalued. The Fund cannot assure you that
it will achieve its investment objectives.

As a fundamental investment policy, under normal circumstances, the Fund invests at
least 80% of its Managed Assets in municipal securities and other related investments the
income from which is exempt from regular federal and California income taxes (as used
in this document, the term municipal securities refers to all such investments
collectively). The Fund s investment objectives and certain investment policies identified
as such are considered fundamental and may not be changed without shareholder
approval.

Managed Assets means the total assets of the Fund, minus the sum of its accrued
liabilities (other than Fund liabilities incurred for the express purpose of creating
leverage). Total assets for this purpose shall include assets attributable to the Fund s use of
effective leverage (whether or not those assets are reflected in the Fund s financial
statements for purposes of generally accepted accounting principles), such as, but not
limited to, the portion of assets in special purpose trusts of which the Fund owns the
inverse floater certificates that has been effectively financed by the trust s issuance of
floating rate certificates.

As a non-fundamental investment policy, under normal circumstances, the Fund invests
at least 80% of its Managed Assets in investment grade securities that, at the time of
investment are rated investment grade or are unrated but judged to be of comparable
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quality by Nuveen Asset Management. Also as a non-fundamental investment policy,
under normal circumstances, the Fund may invest up to 20% of its Managed Assets in
municipal securities that at the time of investment are rated below investment grade or
are unrated but judged to be of comparable quality by Nuveen Asset Management.
Additionally, as a non-fundamental policy, no more than 10% of the Fund s Managed
Assets may be invested in municipal securities rated below B3/B- or that are unrated but
judged to be of comparable quality by Nuveen Asset Management.

As of March 31, 2016, the effective maturity of the Fund s portfolio was 20.84 years. The
Fund will generally invest in municipal securities with a weighted average maturity of at
least 15 years, but it may be lengthened or shortened depending on market conditions and
on an assessment by the Fund s portfolio manager of which segments of the municipal
securities market offer the most favorable relative investment values and opportunities for
tax-exempt income and total return.

The Fund has not established any limit on the percentage of its portfolio that may be
invested in municipal bonds subject to the alternative minimum tax provisions of federal
tax law, and the Fund expects that a substantial portion of the income it produces will be
includable in alternative minimum taxable income. For a discussion of how the federal
alternative minimum tax may affect shareholders, see Tax Matters.

The Fund will invest at least 80% of its net assets in investment grade quality municipal
securities. Investment grade quality securities are those that are, at the time of investment,
either (i) rated by one of the nationally recognized statistical rating organizations

( NRSROs ) that rate such securities within the four highest letter grades (by Standard &
Poor s Corporation Ratings Group, a division of The McGraw-Hill Companies ( S&P ),
Moody s Investors Services, Inc. ( Moody s ) or Fitch Ratings, Inc. ( Fitch ) (BBB- or better
for S&P and Fitch and Baa3 or better for Moody s)), or (ii) unrated by any NRSRO but
judged to be of comparable quality by Nuveen Asset Management. Investment grade
securities may include securities that, at the time of investment, are rated below
investment grade by S&P, Moody s or Fitch, so long as at least one NRSRO rates such
securities within the four highest grades (such securities are commonly referred to as
split-rated securities). Municipal securities of below investment grade quality are
regarded as having predominately speculative characteristics with respect to capacity to
pay interest and repay principal, and are commonly referred to as junk bonds.

As of February 29, 2016, approximately 88% of the Fund s total investment exposure was
invested in municipal securities rated investment grade by an NRSRO (including S&P,
Moody s and Fitch).
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Investment Adviser

Sub-Adviser

The relative percentages of the value of the investments attributable to investment
grade municipal securities and to below investment grade municipal securities could
change over time as a result of rebalancing the Fund s assets by Nuveen Asset
Management, market value fluctuations, issuance of additional shares and other events.

During temporary defensive periods or in order to keep the Fund s cash fully invested,
including during the period when the net proceeds of the offering of Common Stock are
being invested, the Fund may deviate from its investment policies and objectives. During
such periods, the Fund may invest up to 100% of its net assets in short-term investments,
including high quality, short-term securities that may be either tax-exempt or taxable. The
Fund intends to invest in taxable short-term investments only in the event that suitable
tax-exempt short-term investments are not available at reasonable prices and yields.
Investment in taxable short-term investments would result in a portion of your dividends
being subject to regular federal income tax, and if the proportion of taxable investments
exceeded 50% of the Fund s total assets as of the close of any quarter of the Fund s taxable
year, the Fund would not satisfy the general eligibility test that would permit it to pay
exempt-interest dividends for that taxable year. Such transactions will be used solely to
reduce risk. There can be no assurance that such strategies will be successful. For a more
complete discussion of the Fund s portfolio composition, see The Fund s Investments.

See The Fund s Investments and Risk Factors.

Nuveen Fund Advisors, LLC ( NFALLC ), the Fund s investment adviser, is responsible
for determining the Fund s overall strategy and its implementation. NFALLC, a registered
investment adviser, is a wholly-owned subsidiary of Nuveen Investments, Inc. ( Nuveen
Investments ). Founded in 1898, Nuveen Investments and its affiliates had approximately
$225 billion in assets as of December 31, 2015. See  Management of the Fund Investment
Adviser, Sub-Adviser and Portfolio Manager.

Nuveen Investments is a wholly-owned subsidiary of TIAA. TIAA is a national financial
services organization with approximately $854 billion in assets under management as of
December 31, 2015, and is the leading provider of retirement services in the academic,
research, medical and cultural fields. Nuveen Investments operates as a separate
subsidiary within TIAA s asset management business.

Nuveen Asset Management, LLC ( Nuveen Asset Management ) serves as the Fund s
sub-adviser. Nuveen Asset Management, a registered investment adviser, is a
wholly-owned subsidiary of NFALLC. Nuveen Asset Management oversees the
day-to-day investment operations of the Fund.
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Use of Leverage

Nuveen Securities, LLC ( Nuveen Securities ), a registered broker-dealer affiliate of
NFALLC and Nuveen Asset Management, is involved in the offering of the Fund s
Common Shares. See Plan of Distribution Distribution Through At-The-Market
Transactions.

The Fund uses leverage to seek to enhance total returns. Currently, the Fund employs

leverage through its outstanding VRDP Shares, which have seniority over the Common
Shares. The Fund also invests residual interest certificates of tender option bond trusts,

also called inverse floating rate securities, that have the economic effect of leverage

because the Fund s investment exposure to the underlying bonds held by the trust have

been effectively financed by the trust s issuance of floating rate certificates. See Inverse
Floating Rate Securities and Risk Factors Inverse Floating Rate Securities. The combined
economic effect of the total leverage used by the Fund is referred to herein as effective
leverage.

For the fiscal year ended February 29, 2016, the average liquidation preference of the
VRDP Shares outstanding and the annual dividend rate on the VRDP Shares were $699.6
million and 0.12%, respectively. As of February 29, 2016, the Fund s effective leverage
was approximately 35% of its Managed Assets.

During the current fiscal period, the Fund, along with certain other funds managed by the
Adviser ( Participating Funds ), established a 364-day, $2.53 billion standby credit facility
with a group of lenders, under which the Participating Funds may borrow for various
purposes other than leveraging for investment purposes. A large portion of this facility s
capacity (and its associated costs as described below) is currently dedicated for use by a
small number of Participating Funds, which does not include the Fund. The remaining
capacity under the facility (and the corresponding portion of the facility s annual costs) is
separately dedicated to most of the other open-end funds in the Nuveen fund family,
along with a number of Nuveen closed-end funds, including the Fund. The credit facility
expires in July 2016 unless extended or renewed. During the current fiscal period, the
Fund did not utilize this facility.

Leverage involves special risks. See Risk Factors Leverage Risk. There is no assurance
that the Fund s leveraging strategy will be successful. The Fund will seek to invest the
proceeds of any future offerings in a manner consistent with the Fund s investment
objectives and policies. See Use of Leverage.

The Fund pays a management fee to NFALLC (which in turn pays a portion of its fee to
the Fund s sub-adviser, Nuveen Asset Management) based on a percentage of Managed
Assets. Managed Assets include the proceeds realized and managed from the Fund s use
of leverage as set forth in the Fund s investment management agreement. NFALLC and
Nuveen Asset Management will be responsible for using leverage to pursue the Fund s
investment
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Offering Methods

objective, and will base their decision regarding whether and how much leverage to use

for the Fund based on their assessment of whether such use of leverage will advance the
Fund s investment objective. However, the fact that a decision to increase the Fund s
leverage will have the effect, all other things being equal, of increasing Managed Assets
and therefore NFALLC s and Nuveen Asset Management s fees means that NFALLC and
Nuveen Asset Management may have a conflict of interest in determining whether to
increase the Fund s use of leverage. NFALLC and Nuveen Asset Management will seek to
manage that potential conflict by only increasing the Fund s use of leverage when they
determine that such increase is consistent with the Fund s investment objective, and by
periodically reviewing the Fund s performance and use of leverage with the Fund s Board
of Trustees.

The Fund may offer shares using one or more of the following methods: (i) at-the-market
transactions through one or more broker-dealers that have entered into a selected dealer
agreement with Nuveen Securities, one of the Fund s underwriters; (ii) through an
underwriting syndicate; and (iii) through privately negotiated transactions between the
Fund and specific investors. See Plan of Distribution.

Distribution Through At-The-Market Transactions. The Fund from time to time may
issue and sell its Common Shares through Nuveen Securities, to certain broker-dealers
that have entered into selected dealer agreements with Nuveen Securities. Currently,
Nuveen Securities has entered into a selected dealer agreement with UBS Securities LLC
( UBS ) pursuant to which UBS will be acting as Nuveen Securities sub-placement agent
with respect to at-the-market offerings of Common Shares. Common Shares will only be
sold on such days as shall be agreed to by the Fund and Nuveen Securities. Common
Shares will be sold at market prices, which shall be determined with reference to trades
on the NYSE, subject to a minimum price to be established each day by the Nuveen
Securities. The minimum price on any day will not be less than the current net asset value
per share plus the per share amount of the commission to be paid to Nuveen Securities.
The Fund and Nuveen Securities will suspend the sale of Common Shares if the per share
price of the shares is less than the minimum price.

The Fund will compensate Nuveen Securities with respect to sales of the Common Shares
at a commission rate of up to 1.0% of the gross proceeds of the sale of Common Shares.
Nuveen Securities will compensate broker-dealers participating in the offering at a rate of
up to 0.8% of the gross sales proceeds of the sale of Common Shares sold by that
broker-dealer.

Settlements of Common Share sales will occur on the third business day following the
date of sale. In connection with the sale of the
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Common Shares on behalf of the Fund, Nuveen Securities may be deemed to be an
underwriter within the meaning of the Securities Act of 1933, as amended (the 1933 Act ),
and the compensation of Nuveen Securities may be deemed to be underwriting

commissions or discounts. Unless otherwise indicated in a further Prospectus supplement,
Nuveen Securities will act as underwriter on a reasonable efforts basis.

The offering of Common Shares pursuant to the Distribution Agreement (defined below
under Plan of Distribution Distribution Through At-The-Market Transactions ) will
terminate upon the earlier of (i) the sale of all Common Shares subject thereto or
(ii) termination of the Distribution Agreement. The Fund and Nuveen Securities each
have the right to terminate the Distribution Agreement in its discretion at any time. See
Plan of Distribution Distribution Through At-The-Market Transactions. The Fund
currently intends to distribute the shares offered pursuant to this Prospectus primarily
through at-the-market transactions, although from time to time it may also distribute
shares through an underwriting syndicate or a privately negotiated transaction. To the
extent shares are distributed other than through at-the-market transactions, the Fund will
file a supplement to this Prospectus describing such transactions.

UBS, its affiliates and their respective employees hold or may hold in the future, directly
or indirectly, investment interests in Nuveen Investments and its funds. The interests held
by employees of UBS or its affiliates are not attributable to, and no investment discretion
is held by, UBS or its affiliates.

The Fund s closing price on the NYSE on May 2, 2016, was $16.27.

Distribution Through Underwriting Syndicates. The Fund from time to time may issue
additional Common Shares through a syndicated secondary offering. In order to limit the
impact on the market price of the Fund s Common Shares, underwriters will market and
price the offering on an expedited basis (e.g., overnight or similarly abbreviated offering
period). The Fund will launch a syndicated offering on a day, and upon terms, mutually
agreed upon between the Fund, Nuveen Securities and the underwriting syndicate.

The Fund will offer its shares at a price equal to a specified discount of up to 5% from the
closing market price of the Fund s Common Shares on the day prior to the offering date.
The applicable discount will be negotiated by the Fund and Nuveen Securities in
consultation with the underwriting syndicate on a transaction-by-transaction basis. The
Fund will compensate the underwriting syndicate out of the proceeds of the offering

based upon a sales load of up to 4% of the gross proceeds of the sale of Common Shares.
The minimum net proceeds per share to the Fund will not be less than the greater of

(1) the Fund s latest net asset value per share of Common Shares or (ii) 91% of the closing
market price of the Fund s Common Shares on

10
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Special Risk Considerations

the day prior to the offering date. See Plan of Distribution Distribution Through
Underwriting Syndicates.

Distribution Through Privately Negotiated Transactions. The Fund, through Nuveen
Securities, from time to time may sell directly to, and solicit offers from, institutional and
other sophisticated investors, who may be deemed to be underwriters as defined in the
1933 Act for any resale of Common Shares.

The terms of such privately negotiated transactions will be subject to the discretion of the
management of the Fund. In determining whether to sell Common Shares through a
privately negotiated transaction, the Fund will consider relevant factors including, but not
limited to, the attractiveness of obtaining additional funds through the sale of Common
Shares, the purchase price to apply to any such sale of Common Shares and the investor
seeking to purchase the Common Shares.

Common Shares issued by the Fund through privately negotiated transactions will be
issued at a price equal to the greater of (i) the net asset value per share of the Fund s
Common Shares or (ii) at a discount ranging from 0% to 5% of the average daily closing
market price of the Fund s Common Shares at the close of business on the two business
days preceding the date upon which Common Shares are sold pursuant to the privately
negotiated transaction. The applicable discount will be determined by the Fund on a
transaction-by-transaction basis. See Plan of Distribution Distribution Through Privately
Negotiated Transactions.

The principal business address of Nuveen Securities is 333 West Wacker Drive, Suite
3300, Chicago, Illinois 60606.

Investment in the Fund involves special risk considerations, which are summarized
below. The Fund is designed as a long-term investment and not as a trading vehicle. The
Fund is not intended to be a complete investment program. See Risk Factors for a more
complete discussion of the special risk considerations of an investment in the Fund.

Investment and Market Risk. ~An investment in the Fund s Common Shares is subject to
investment risk, including the possible loss of the entire principal amount that you invest.
Your investment in Common Shares represents an indirect investment in the municipal
securities owned by the Fund, substantially all of which are traded on a national securities
exchange or in the over-the-counter markets. Your Common Shares at any point in time
may be worth less than your original investment, even after taking into account the
reinvestment of Fund dividends and distributions. See Risk Factors Investment and
Market Risk

10

11
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Recent Market Circumstances. In the recent past, the debt and equity capital markets in
the United States were negatively impacted by significant write-offs in the financial
services sector relating to sub-prime mortgages and the re-pricing of credit risk in the
broadly syndicated market, among other things. In addition, domestic and international
markets have experienced acute turmoil due to a variety of factors, including economic
unrest in Italy, Greece, Spain, Ireland, Portugal, other European Union countries and
China. These events, along with the downgrade to the United States credit rating,
deterioration of the housing market, the failure of major financial institutions and the
resulting United States federal government actions (as well as the actions of many
governments or quasi-governmental organizations throughout the world, which
responded to the turmoil with a variety of significant fiscal and monetary policy changes)
led in the recent past, and may lead in the future, to worsening general economic
circumstances, which did, and could, materially and adversely impact the broader
financial and credit markets and reduce the availability of debt and equity capital for the
market as a whole and financial firms in particular. These events may increase the
volatility of the value of securities owned by the Fund and/or result in sudden and
significant valuation decreases in its portfolio. These events also may make it more
difficult for the Fund to accurately value its securities or to sell its securities on a timely
basis.

While the extreme volatility and disruption that U.S. and global markets experienced for
an extended period of time beginning in 2007 and 2008 has generally subsided,
uncertainty and periods of volatility remain, and risks to a robust resumption of growth
persist. Federal Reserve policy, including with respect to certain interest rates as well as
the decision to cease purchasing securities pursuant to quantitative easing, may cause
interest rates to rise, and may adversely affect the value, volatility and liquidity of
dividend and interest paying securities. Market volatility, rising interest rates and/or a
return to unfavorable economic circumstances could impair the Fund s ability to achieve
its investment objectives.

General market uncertainty and consequent re-pricing of risk have led to market
imbalances of sellers and buyers, which in turn have resulted in significant valuation
uncertainties in a variety of securities and significant and rapid value decline in certain
instances. Additionally, periods of market volatility remain, and may continue to occur in
the future, in response to various political, social and economic events both within and
outside of the United States. These circumstances resulted in, and in many cases continue
to result in, greater price volatility, less liquidity, widening credit spreads and a lack of
price transparency, with many securities remaining illiquid and of uncertain value. Such
market circumstances may make valuation of some of the Fund s investments uncertain
and/or result in sudden and significant valuation increases or declines in its holdings. If
there is a significant decline in the value of the Fund s portfolio, this may impact the asset
coverage levels for any outstanding leverage the Fund may have.

11

12
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Legislation and Regulatory Risk. At any time after the date of this prospectus,
legislation or additional regulations may be enacted that could negatively affect the assets
of the Fund, securities held by the Fund or the issuers of such securities. Fund
shareholders may incur increased costs resulting from such legislation or additional
regulation. There can be no assurance that future legislation, regulation or deregulation
will not have a material adverse effect on the Fund or will not impair the ability of the
Fund to achieve its investment objectives.

Economic and Political Events Risk. The Fund may be more sensitive to adverse
economic, business or political developments if it invests a substantial portion of its
assets in the bonds of similar projects (such as those relating to the education, health care,
housing, transportation, or utilities industries), industrial development bonds, or in
particular types of municipal securities (such as general obligation bonds, private activity
bonds or moral obligation bonds). Such developments may adversely affect a specific
industry or local political and economic conditions, and thus may lead to declines in the
bonds creditworthiness and value.

Market Discount from Net Asset Value. Shares of closed-end investment companies like
the Fund have during some periods traded at prices higher than net asset value and have
during other periods traded at prices lower than net asset value. The Fund cannot predict
whether Common Shares will trade at, above or below net asset value. This characteristic
is a risk separate and distinct from the risk that the Fund s net asset value could decrease
as a result of investment activities. Investors bear a risk of loss to the extent that the price
at which they sell their shares is lower in relation to the Fund s net asset value than at the
time of purchase, assuming a stable net asset value. Proceeds from the sale of Common
Shares in this offering will be reduced by shareholder transaction costs (if applicable,
which vary depending on the offering method used). The net asset value per Common
Share will be reduced by costs associated with any future issuances of common or
preferred shares, including VRDP Shares. Common Shares are designed primarily for
long-term investors, and you should not view the Fund as a vehicle for trading purposes.
See Risk Factors Market Discount from Net Asset Value.

Credit and Below Investment Grade Risk. Credit risk is the risk that one or more
municipal securities in the Fund s portfolio will decline in price, or the issuer thereof will
fail to pay interest or principal when due, because the issuer experiences a decline in its
financial status. Credit risk is increased when a portfolio security is downgraded or the
perceived creditworthiness of the issuer deteriorates. The Fund may invest up to 20%
(measured at the time of investment) of its Managed Assets in municipal securities that
are rated below investment grade or that are unrated but judged to be of comparable
quality by Nuveen Asset Management; provided, that no more than 10% of the Fund s
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Managed Assets may be invested in municipal securities rated below B-/B3 or that are
unrated but judged to be of comparable quality by Nuveen Asset Management. If a
municipal security satisfies the rating requirements described above at the time of
investment and is subsequently downgraded below that rating, the Fund will not be
required to dispose of the security. If a downgrade occurs, Nuveen Asset Management
will consider what action, including the sale of the security, is in the best interests of the
Fund and its shareholders. This means that the Fund may invest in municipal securities
that are involved in bankruptcy or insolvency proceedings or are experiencing other
financial difficulties at the time of acquisition (such securities are commonly referred to
as distressed securities). Municipal securities of below investment grade quality are
predominately speculative with respect to the issuer s capacity to pay interest and repay
principal when due, and are susceptible to default or decline in market value due to
adverse economic and business developments, and are commonly referred to as junk
bonds. Also, to the extent that the rating assigned to a municipal security in the Fund s
portfolio is downgraded by any NRSRO, the market price and liquidity of such security
may be adversely affected. The market values for municipal securities of below
investment grade quality tend to be volatile, and these securities are less liquid than
investment grade municipal securities. For these reasons, an investment in the Fund
compared with a portfolio consisting solely of investment grade securities, may
experience the following:

increased price sensitivity resulting from changing interest rates and/or a
deteriorating economic environment;

greater risk of loss due to default or declining credit quality;

adverse issuer specific events that are more likely to render the issuer unable to make
interest and/or principal payments; and

the possibility that a negative perception of the below investment grade market
develops, resulting in the price and liquidity of below investment grade securities
becoming depressed, and this negative perception could last for a significant period
of time.

See Risk Factors Credit and Below Investment Grade Risk.

Interest Rate Risk. Generally, when market interest rates rise, bond prices fall, and vice
versa. Interest rate risk is the risk that the municipal securities in the Fund s portfolio will
decline in value because of increases in market interest rates. As interest rates decline,
issuers of municipal securities may prepay principal earlier than scheduled, forcing the
Fund to reinvest in lower-yielding securities and potentially reducing the Fund s income.
As interest rates increase, slower than expected principal payments may extend the
average life of securities, potentially locking in a below-market interest rate and reducing
the Fund s value. Currently, market interest rates are at or near historically low levels. In
typical market interest rate
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environments, the prices of longer-term municipal securities generally fluctuate more
than prices of shorter-term municipal securities as interest rates change. In comparison to
maturity (which is the date on which a debt instrument ceases and the issuer is obligated
to repay the principal amount), duration is a measure of the price volatility of a debt
instrument as a result of changes in market rates of interest, based on the weighted
average timing of the instrument s expected principal and interest payments. Duration
differs from maturity in that it considers a security s yield, coupon payments, principal
payments and call features in addition to the amount of time until the security finally
matures. As the value of a security changes over time, so will its duration.

Prices of securities with longer durations tend to be more sensitive to interest rate
changes than securities with shorter durations. In general, a portfolio of securities with a
longer duration can be expected to be more sensitive to interest rate changes than a
portfolio with a shorter duration. For example, the price of a bond with an effective
duration of two years will rise (fall) two percent for every one percent decrease (increase)
in its yield, and the price of a five-year duration bond will rise (fall) five percent for a one
percent decrease (increase) in its yield.

Yield curve risk is the associated with either a flattening or steepening of the yield curve,
which is a result of changing yields among comparable bonds with different maturities.
When market interest rates, or yields, increase, the price of a bond will decrease and vice
versa. When the yield curve shifts, the price of the bond, which was initially priced based
on the initial yield curve, will change in price. If the yield curve flattens, then the yield
spread between long- and short-term interest rates narrows, and the price of the bond will
change accordingly. If the bond is short-term and the yield decreases, the price of this
bond will increase. If the yield curve steepens, this means that the spread between long-
and short-term interest rates increases. Therefore, long-term bond prices, like the ones
held by the Fund, will decrease relative to short-term bonds. Changes in the yield curve
are based on bond risk premiums and expectations of future interest rates.

Because the Fund will invest primarily in long-term municipal securities, the Common
Stock net asset value and market price per share will fluctuate more in response to
changes in market interest rates than if the Fund invested primarily in shorter-term
municipal securities. Because the values of lower-rated and comparable unrated debt
securities are affected both by credit risk and interest rate risk, the price movements of
such lower grade securities in response to changes in interest rates typically have not
been highly correlated to the fluctuations of the prices of investment grade quality
securities in response to changes in market interest rates. The Fund s investments in
interest rate floating securities, as described herein, will tend to increase Common Stock
interest rate risk. See Risk Factors Interest Rate Risk.
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Municipal Securities Market Risk. The amount of public information available about
the municipal securities in the Fund s portfolio is generally less than that for corporate
equities or bonds, and the investment performance of the Fund may therefore be more
dependent on the analytical abilities of Nuveen Asset Management than if the Fund were
a stock fund or taxable bond fund. The secondary market for municipal securities,
particularly the below investment grade bonds in which the Fund may invest, also tends
to be less well-developed or liquid than many other securities markets, which may
adversely affect the Fund s ability to sell its bonds at attractive prices. See Risk
Factors Municipal Securities Market Risk and Risk Factors Special Risks Related to
Certain Municipal Obligations.

Concentration in California Issuers. The Fund s policy of investing in municipal
securities of issuers located in California makes the Fund more susceptible to the adverse
economic, political or regulatory occurrences affecting such issuers.

Reinvestment Risk. Reinvestment risk is the risk that income from the Fund s portfolio
will decline if and when the Fund invests the proceeds from matured, traded or called
bonds at market interest rates that are below the portfolio s current earnings rate. A
decline in income could affect the Common Share s market price or your overall returns.
See Risk Factors Reinvestment Risk.

Tax Risk. To qualify for the favorable U.S. federal income tax treatment generally
accorded to regulated investment companies, among other things, the Fund must derive in
each taxable year at least 90% of its gross income from certain prescribed sources and
satisfy a diversification test on a quarterly basis. If the Fund fails to satisfy the qualifying
income or diversification requirements in any taxable year, the Fund may be eligible for
relief provisions if the failures are due to reasonable cause and not willful neglect and if a
penalty tax is paid with respect to each failure to satisfy the applicable requirements.
Additionally, relief is provided for certain de minimis failures of the diversification
requirements where the Fund corrects the failure within a specified period. In order to be
eligible for the relief provisions with respect to a failure to meet the diversification
requirements, the Fund may be required to dispose of certain assets. If these relief
provisions were not available to the Fund and it were to fail to qualify for treatment as a
regulated investment company for a taxable year, all of its taxable income (including its
net capital gain) would be subject to tax at regular corporate rates without any deduction
for distributions to shareholders, and such distributions would be taxable as ordinary
dividends to the extent of the Fund s current and accumulated earnings and profits.

To qualify to pay exempt-interest dividends, which are treated as items of interest
excludable from gross income for federal income tax purposes, at least 50% of the value
of the total assets of the Fund must
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consist of obligations exempt from regular income tax as of the close of each quarter of
the Fund s taxable year. If the proportion of taxable investments held by the Fund exceeds
50% of the Fund s total assets as of the close of any quarter of any Fund taxable year, the
Fund will not for that taxable year satisfy the general eligibility test that otherwise

permits it to pay exempt-interest dividends.

The Fund may enter into various types of derivatives transactions, including credit default
swap contracts and interest rate swap contracts, among others. The use of such
derivatives may generate taxable income. The Fund s use of derivatives may also affect
the amount, timing, and character of distributions to shareholders and, therefore, may
increase the amount of taxes payable by shareholders.

The value of the Fund s investments and its net asset value may be adversely affected by
changes in tax rates and policies. Because interest income from municipal securities is
normally not subject to regular federal income taxation, the attractiveness of municipal
securities in relation to other investment alternatives is affected by changes in federal
income tax rates or changes in the tax-exempt status of interest income from municipal
securities. Any proposed or actual changes in such rates or exempt status, therefore, can
significantly affect the demand for and supply, liquidity and marketability of municipal
securities. This could in turn affect the Fund s net asset value and ability to acquire and
dispose of municipal securities at desirable yield and price levels. Additionally, the Fund
is not a suitable investment for individual retirement accounts, for other tax-exempt or
tax-deferred accounts or for investors who are not sensitive to the federal income tax
consequences of their investments.

Leverage Risk. 'The use of financial leverage created through the Fund s outstanding
preferred shares, including VRDP Shares, or the use of tender option bonds creates an
opportunity for increased Common Shares net income and returns, but also creates
special risks for holders of Common Shares ( Common Shareholders ). There is no
assurance that the Fund s leveraging strategy will be successful. The risk of loss
attributable to the Fund s use of leverage is borne by Common Shareholders. The Fund s
use of financial leverage can result in a greater decrease in net asset values in declining
markets. The Fund s use of financial leverage similarly can magnify the impact of
changing market conditions on Common Share market prices. See Risk Factors Inverse
Floating Rate Securities Risk. Because the long-term municipal securities in which the
Fund invests generally pay fixed rates of interest while the Fund s costs of leverage
generally fluctuate with short- to intermediate-term yields, the incremental earnings from
leverage will vary over time. However, the Fund may use derivatives, such as interest rate
swaps, to fix the effective rate paid on all or a portion of the Fund s leverage, in an effort
to lower leverage costs over an extended period. Accordingly, the Fund cannot assure you
that the use of leverage will result in a higher yield or return to Common Shareholders.
The income benefit from leverage
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will be reduced to the extent that the difference narrows between the net earnings on the
Fund s portfolio securities and its cost of leverage. The income benefit from leverage will
increase to the extent that the difference widens between the net earnings on the Fund s
portfolio securities and its cost of leverage. If short- or intermediate-term rates rise, the
Fund s cost of leverage could exceed the fixed rate of return on longer-term bonds held by
the Fund that were acquired during periods of lower interest rates, reducing income and
returns to Common Shareholders. This could occur even if short- or intermediate-term

and long-term municipal rates rise. Because of the costs of leverage, the Fund may incur
losses even if the Fund has positive returns if they are not sufficient to cover the costs of
leverage. The Fund s cost of leverage includes dividends paid on VRDP Shares, or the
interest expense attributable to tender option bonds (See  Inverse Floating Rate Securities
Risk ), as well as any one-time costs (e.g., issuance costs) and ongoing fees and expenses
associated with such leverage.

The Fund is required to maintain certain regulatory and rating agency asset coverage
requirements in connection with its use of leverage, in order to be able to maintain the
ability to declare and pay Common Share distributions and to maintain the VRDP Shares
rating. An NRSRO could downgrade its ratings on the Fund s outstanding preferred
shares, including VRDP Shares. A ratings downgrade of the Fund s preferred shares may
result in higher dividend rates and may also force the redemption of such preferred shares
at what might be an inopportune time in the market. These factors may result in reduced
net earnings or returns to Common Shareholders.

In order to maintain required asset coverage levels, the Fund may be required to alter the
composition of its investment portfolio or take other actions, such as redeeming preferred
shares or reducing leverage levels with the proceeds from portfolio transactions, at what
might be an inopportune time in the market. Such actions could reduce the net earnings or
returns to Common Shareholders over time.

Furthermore, the amount of fees paid to NFALLC (which in turn pays a portion of its fees
to Nuveen Asset Management) for investment advisory services will be higher if the
Fund uses leverage because the fees will be calculated based on the Fund s Managed
Assets this may create an incentive for NFALLC and Nuveen Asset Management to
leverage the Fund.

The Fund may invest in the securities of other investment companies, which may
themselves be leveraged and therefore present similar risks to those described above and
magnify the Fund s leverage risk.

See Risk Factors Leverage Risk and Use of Leverage.

Inverse Floating Rate Securities Risk. The Fund may invest in inverse floating rate
securities. Typically, inverse floating rate
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securities represent beneficial interests in a special purpose trust (sometimes called a
tender option bond trust ) formed by a third party sponsor for the purpose of holding
municipal bonds. See The Fund s Investments Municipal Securities Inverse Floating Rate
Securities. In general, income on inverse floating rate securities will decrease when
interest rates increase and increase when interest rates decrease. Thus, distributions paid
to the Fund on its inverse floaters will be reduced or even eliminated as short-term
municipal interest rates rise and will increase when short-term municipal rates fall.
Inverse floating rate securities generally will underperform the market for fixed rate
municipal bonds in a rising interest rate environment. Investments in inverse floating rate
securities may subject the Fund to the risks of reduced or eliminated interest payments
and losses of principal. In addition, because of the leveraged nature of such investments,
inverse floating rate securities will increase or decrease in value at a greater rate than the
underlying fixed rate municipal bonds held by the tender option bond. As a result, the
market value of such securities generally is more volatile than that of fixed rate securities.

The Fund may invest in inverse floating rate securities, issued by special purpose trusts
that have recourse to the Fund. In Nuveen Asset Management s discretion, the Fund may
enter into a separate shortfall and forbearance agreement with the third party sponsor of a
special purpose trust. The Fund may enter into such recourse agreements (i) when the
liquidity provider to the special purpose trust requires such an agreement because the
level of leverage in the special purpose trust exceeds the level that the liquidity provider
is willing to support absent such an agreement; and/or (ii) to seek to prevent the liquidity
provider from collapsing the special purpose trust in the event that the municipal
obligation held in the trust has declined in value. Such an agreement would require the
Fund to reimburse the third-party sponsor of the trust, upon termination of the trust
issuing the inverse floater, the difference between the liquidation value of the bonds held
in the trust and the principal amount due to the holders of floating rate interests. In such
instances, the Fund may be at risk of loss that exceeds its investment in the inverse
floating rate securities.

The Fund s investments in inverse floating rate securities issued by special purpose trusts
that have recourse to the Fund may be highly leveraged. The structure and degree to

which the Fund s inverse floating rate securities are highly leveraged will vary based upon
a number of factors, including the size of the trust itself and the terms of the underlying
municipal security. An inverse floating rate security generally is considered highly
leveraged if the principal amount of the short-term floating rate interests issued by the
related special purpose trust is in excess of three times the principal amount of the inverse
floating rate securities owned by the trust (the ratio of the principal amount of such
short-term floating rate interests to the principal amount of the inverse floating rate
securities is referred to as the
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gearing ). In the event of a significant decline in the value of an underlying security, the
Fund may suffer losses in excess of the amount of its investment (up to an amount equal
to the value of the municipal securities underlying the inverse floating rate securities) as a
result of liquidating special purpose trusts or other collateral required to maintain the
Fund s anticipated effective leverage ratio.

The Fund s investment in inverse floating rate securities creates financial leverage that
provides an opportunity for increased Common Share net income and returns, but also
creates the risk that Common Share long-term returns will be reduced if the cost of
leverage exceeds the net return on the Fund s investment portfolio.

Inverse floating rate securities have varying degrees of liquidity based upon the liquidity
of the underlying securities deposited in a tender option bond trust. The market price of
inverse floating rate securities is more volatile than the underlying securities due to
leverage. The leverage attributable to such inverse floating rate securities may be called
away on relatively short notice and therefore may be less permanent than more traditional
forms of leverage. The Fund may be required to sell its inverse floating rate securities at
less than favorable prices, or liquidate other Fund portfolio holdings in certain
circumstances, including, but not limited to, the following:

If the Fund has a need for cash and the securities in a special purpose trust are not
actively trading due to adverse market conditions;

If special purpose trust sponsors (as a collective group or individually) experience
financial hardship and consequently seek to terminate their respective outstanding
special purpose trusts; and

If the value of an underlying security declines significantly (to a level below the
notional value of the floating rate securities issued by the trust) and if additional
collateral has not been posted by the Fund.

See Risk Factors Inverse Floating Rate Securities Risk.

Inflation Risk. Inflation risk is the risk that the value of assets or income from
investments will be worth less in the future as inflation decreases the value of money. As
inflation increases, the real value of the Common Shares and distributions can decline.
See Risk Factors Inflation Risk.

Derivatives Risk, Including the Risk of Swaps. The Fund s use of derivatives involves
risks different from, and possibly greater than, the risks associated with investing directly
in the investments underlying the derivatives. Whether the Fund s use of derivatives is
successful will depend on, among other things, if NFALLC and Nuveen Asset
Management correctly forecast market values, interest
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rates and other applicable factors. If NFALLC and Nuveen Asset Management
incorrectly forecast these and other factors, the investment performance of the Fund will
be unfavorably affected. In addition, the derivatives market is largely unregulated. It is
possible that developments in the derivatives market could adversely affect the Fund s
ability to successfully use derivative instruments.

The Fund may enter into various types of derivatives transactions, including futures,
options, swaps (including credit default swaps, interest rate swaps and total return swaps),
among others. Like most derivative instruments, the use of derivatives is a highly
specialized activity that involves investment techniques and risks different from those
associated with ordinary portfolio securities transactions. In addition, the use of

derivatives requires an understanding by Nuveen Asset Management not only of the
referenced asset, rate or index, but also of the derivative contract itself and the markets in
which they trade. Successful implementation of most hedging strategies would generate
taxable income. The derivatives market is subject to a changing regulatory environment.

It is possible that regulatory or other developments in the derivatives market could
adversely affect the Fund s ability to successfully use derivative instruments. As of
February 29, 2016, the Fund was not invested in derivatives. See Risk Factors Derivatives
Risk, Risk Factors Counterparty Risk,  Risk Factors Hedging Risk,  Risk Factors Tax Risl
and the SAL

Counterparty Risk. Changes in the credit quality of the companies that serve as the
Fund s counterparties with respect to derivatives, insured municipal securities or other
transactions supported by another party s credit will affect the value of those instruments.
Certain entities that have served as counterparties in the markets for these transactions
have recently incurred significant financial hardships including bankruptcy and losses as
a result of exposure to sub-prime mortgages and other lower quality credit investments
that have experienced recent defaults or otherwise suffered extreme credit deterioration.
As a result, such hardships have reduced these entities capital and called into question
their continued ability to perform their obligations under such transactions. By using such
derivatives or other transactions, the Fund assumes the risk that its counterparties could
experience similar financial hardships. See Risk Factors Counterparty Risk.

Hedging Risk. The Fund s use of derivatives or other transactions to reduce risks
involves costs and will be subject to Nuveen Asset Management s ability to predict
correctly changes in the relationships of such hedge instruments to the Fund s portfolio
holdings or other factors. No assurance can be given that Nuveen Asset Management s
judgment in this respect will be correct. In addition, no assurance can be given that the
Fund will enter into hedging or other transactions at
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times or under circumstances in which it may be advisable to do so. See Risk
Factors Hedging Risk.

See Risk Factors Recent Market Conditions Credit Crisis Liquidity and Volatility Risk and
Risk Factors Municipal Securities Market Risk.

Anti-Takeover Provisions. The Fund s Declaration of Trust (the Declaration ) and the
Fund s By-Laws (the By-Laws ) include provisions that could limit the ability of other
entities or persons to acquire control of the Fund or convert the Fund to open-end status.
These provisions could have the effect of depriving the Common Shareholders of
opportunities to sell their Common Shares at a premium over the then current market
price of the Common Shares. See Certain Provisions in the Declaration of

Trust Anti-Takeover Provisions and Risks Anti-Takeover Provisions.

In addition, an investment in the Fund s Common Shares raises other risks, which are
more fully disclosed in the Risk Factors section of this Prospectus, including:
reinvestment risk, sector and industry risk, special risks relating to certain municipal
obligations, market disruption risk, impact of offering methods risk, risks relating to
certain affiliations; and risks that provisions in the Fund s Declaration could affect the
opportunities of Common Sharesholders to sell their Common Shares. See Risk Factors.

Potential Conflicts of Interest Risk. NFALLC Nuveen Asset Management and TIAA
each provide a wide array of portfolio management and other asset management services
to a mix of clients and may engage in ordinary course activities in which their respective
interests or those of their clients may compete or conflict with those of the Fund. For
example, NFALLC and Nuveen Asset Management may provide investment
management services to other funds and accounts that follow investment objectives
similar to those of the Fund. In certain circumstances, and subject to its fiduciary
obligations under the Investment Advisers Act of 1940, Nuveen Asset Management may
have to allocate a limited investment opportunity among its clients, which include
closed-end funds, open-end funds and other commingled funds. NFALLC and Nuveen
Asset Management have each adopted policies and procedures designed to address such
situations and other potential conflicts of interests. For additional information about
potential conflicts of interest, and the way in which NFALLC and Nuveen Asset
Management address such conflicts, please see the SAL

Distributions The Fund pays monthly distributions to Common Shareholders at a level rate (stated in
terms of a fixed cents per Common Share dividend rate) based on the projected
performance of the Fund. The Fund s ability to maintain a level Common Share dividend
rate will depend on a number of factors, including dividends payable on VRDP
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Custodian and Transfer Agent

Special Tax Considerations

Shares. As portfolio and market conditions change, the rate of dividends on the Common
Shares and the Fund s dividend policy could change. For each taxable year, the Fund will
distribute all or substantially all of its net investment income (after it pays accrued
dividends on VRDP Shares). In addition, the Fund intends to distribute, at least annually,
all or substantially all of its net capital gain (which is the excess of net long-term capital
gain over net short-term capital loss) and taxable ordinary income, if any, to Common
Shareholders so long as the net capital gain and taxable ordinary income are not
necessary to pay accrued dividends on, or redeem or liquidate, any preferred shares,
including VRDP Shares, then outstanding or pay any interest and required principal
payments on borrowings. You may elect to reinvest automatically some or all of your
distributions in additional Common Shares under the Fund s Dividend Reinvestment Plan.

The Fund might not distribute all or a portion of any net capital gain for a taxable year. If
the Fund does not distribute all of its net capital gain for a taxable year, it will pay federal
income tax on the retained gain. Each Common Shareholder of record as of the end of the
Fund s taxable year will include in income for federal income tax purposes, as long-term
capital gain, his or her share of the retained gain, will be deemed to have paid his or her
proportionate share of tax paid by the Fund on such retained gain, and will be entitled to
an income tax credit or refund for that share of the tax. The Fund will treat the retained
capital gain amount as a substitute for equivalent cash distributions. See Distributions and
Dividend Reinvestment Plan.

The Fund reserves the right to change its distribution policy and the basis for establishing
the rate of its monthly distributions at any time.

State Street Bank and Trust Company serves as custodian and transfer agent of the Fund s
assets. See Custodian and Transfer Agent.

The Fund has not established any limit on the percentage of its portfolio that may be
invested in municipal bonds subject to the alternative minimum tax provisions of federal
tax law, and the Fund expects that a substantial portion of the income it produces will be
includable in alternative minimum taxable income. If you are, or as a result of investment
in the Fund would become, subject to the federal alternative minimum tax, the Fund may
not be a suitable investment for you. In addition, distributions of ordinary taxable income
(including any net short-term capital gain) will be taxable to shareholders as ordinary
income (and not eligible for favorable taxation as qualified dividend income ), and capital
gain dividends will be taxable as long-term capital gains. See Tax Matters.
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Voting Rights

The holders of the Fund s VRDP Shares, voting as a separate class, would have the right
to elect at least two Trustees at all times and to elect a majority of the Trustees in the

event two full years dividends on the preferred shares, including VRDP Shares, are
unpaid. In each case, the remaining Trustees will be elected by holders of shares of
Common Shares and preferred shares, including VRDP Shares, voting together as a

single class. The holders of preferred shares, including VRDP Shares, will vote as a
separate class or classes on certain other matters as required under the Declaration, the
Investment Company Act of 1940, as amended (the 1940 Act ) and Massachusetts law.
See Description of Shares VRDP Shares Voting Rights and Certain Provisions in the
Declaration of Trust.
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SUMMARY OF FUND EXPENSES

The table shows the expenses of the Fund as a percentage of the average net assets applicable to Common Shares, and not as a percentage of
total assets or Managed Assets. The purpose of the table below and the Examples below are to help you understand all fees and expenses that
you, as a Common Shareholder, would bear directly or indirectly.

Shareholder Transaction Expenses (as a percentage of offering price)
Maximum Sales Charge 4.00%

As a
Percentage of
Net Assets
Attributable to

Common Shares(1)

Annual Expenses

Management Fees (2) 0.87%
Fees on VRDP Shares and Interest and Related Expenses from Inverse Floaters (3) 0.48%
Other Expenses (4) 0.07%
Total Annual Expenses 1.42%

(1) Stated as percentages of average net assets attributable to Common Shares for the fiscal year ended February 29, 2016.

(2) The Management Fees shown in the fee table are higher than the contractual management fee rates because the Management Fees in
the table are calculated as a percentage of the Fund s average net assets applicable to Common Shares, rather than the Fund s Managed
Assets. Managed Assets includes assets attributable to leverage. The management fee consists of a fund-level fee and complex-level
fee. For the fiscal year ended February 29, 2016, the Fund-level fee was 0.4035% of Managed Assets or 0.6159% of Net Assets
Attributable to Common Shares and the complex-level fee was 0.1643% of Managed Assets or 0.2509% of Net Assets Attributable
to Common Shares. See Management of the Fund Investment Management and Sub-Advisory Agreements for a complete discussion
of how the Management Fee is calculated.

(3) Currently, the Fund employs leverage through its investment in VRDP Shares and through certain of its investments in inverse
floating rate securities. For the fiscal year ended February 29, 2016, the Fund s effective leverage was approximately 34% of the
Fund s Managed Assets. Fees on VRDP Shares assumes annual liquidity and remarketing fees, as well as the amortization of offering
costs. Interest and Related Expenses from Inverse Floaters include interest expense attributable to inverse floating rate securities
created by selling a fixed-rate bond to a broker dealer for deposit into the special purpose trust and receiving in turn the residual
interest in the trust ( self-deposited inverse floating rate securities ). To the extent each Fund creates self-deposited inverse floating
rate securities, the Fund recognizes interest expense because accounting rules require the Fund to treat interest paid by such trusts as
having been paid (indirectly) by the Fund. Because the Fund also recognizes a corresponding amount of additional interest earned
(also indirectly), the Fund s net asset value per share, net investment income and total return are not affected by this accounting
treatment. The actual fees on VRDP Shares and interest and related expenses from inverse floaters incurred in the future may be
higher or lower. The Funds use of leverage will increase the amount of management fees paid to NFALLC and Nuveen Asset
Management.

(4) Other Expenses are estimated based on actual expenses from the prior fiscal year.

The purpose of the table above is to help you understand all fees and expenses that you, as a Common Shareholder, would bear directly or

indirectly. See Management of the Fund Investment Adviser.
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Examples

The following examples illustrate the expenses that a shareholder would pay on a $1,000 investment that is held for the time periods provided in
the table. Each example assumes that all dividends and other distributions are reinvested in the Fund and that the Fund s Annual Expenses, as
provided above, remain the same. The examples also assume a 5% annual return.(1)

Example # 1 (At-the-Market Transaction)

The following example assumes a transaction fee of 1.00%, as a percentage of the offering price.

1 Year 3 Years 5 Years 10 Years

$ 24 $ 54 $ 87 $ 178

Example # 2 (Underwriting Syndicate Transaction)

The following example assumes a transaction fee of 4.00%, as a percentage of the offering price.

1 Year 3 Years 5 Years 10 Years

$ 54 $ 83 $ 115 $ 203

Example # 3 (Privately Negotiated Transaction)

The following example assumes there is no transaction fee.

1 Year 3 Years 5 Years 10 Years

&+
—
~

$ 45 $ 78 $ 170

The examples should not be considered a representation of future expenses. Actual expenses may be greater or less than those shown
above.

(1) The examples assume that all dividends and distributions are reinvested at Common Shares net asset value. Actual expenses may be
greater or less than those assumed. Moreover, the Fund s actual rate of return may be greater or less than the hypothetical 5% return
shown in the example.
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FINANCIAL HIGHLIGHTS

The following Financial Highlights table is intended to help a prospective investor understand the Fund s financial performance for the periods
shown. Certain information reflects financial results for a single Common share of the Fund. The total returns in the table represent the rate an
investor would have earned or lost on an investment in Common shares of the Fund (assuming reinvestment of all dividends). The Fund s annual
financial statements as of and for the fiscal years ended February 29, 2016 and February 28, 2015, including the financial highlights for the fiscal
years then ended, have been audited by KPMG LLP, independent registered public accounting firm. KPMG has not reviewed or examined any
records, transactions or events after the date of such reports. The information with respect to the fiscal years ended prior to February 28, 2015

has been audited by Ernst & Young LLP, an independent registered public accounting firm. A copy of the Annual Report may be obtained from
www.sec.gov or by visiting www.nuveen.com. The information contained in, or that can be accessed through, the Fund s website is not part of
this Prospectus. Past results are not indicative of future performance.

The following per share data and ratios have been derived from information provided in the financial statements.

Selected data for a Common Share outstanding throughout each period:

Year Ended February 28/29

2016 2015 2014 2013 2012
PER SHARE OPERATING PERFORMANCE
Beginning Common Share Net Asset Value ( NAV ) $ 15.96 $ 14.68 $ 1590 $ 14.87 $ 12.68
Investment Operations:
Net Investment Income (Loss) 0.88 0.87 0.84 0.84 0.94
Net Realized/ Unrealized Gain (Loss) 0.15 1.34 (1.17) 1.11 2.17
Distributions from Net Investment Income to Auction Rate Preferred
( ARPS ) Shareholders (a) 0.00 0.00 0.00 0.00 (0.01)
Distributions from Accumulated Net Realized Gains to ARPS
Shareholders (a) 0.00 0.00 0.00 0.00 0.00
Total 1.03 221 (0.33) 1.95 3.10
Less Distributions to Common Shareholders:
From Net Investment Income (0.93) (0.93) (0.89) (0.92) 0.91)
From Accumulated Net Realized Gains 0.00 0.00 0.00 0.00 0.00
Total (0.93) (0.93) (0.89) (0.92) (0.91)
Common Share:
Ending NAV $ 16.06 $ 15.96 $ 14.68 $ 1590 $ 1487
Ending Share Price $ 15.84 $ 15.34 $ 14.07 $ 1581 $ 1514
Common Share Total Returns:
Based on NAV (b) 6.73% 15.39% (1.81)% 13.39% 25.30%
Based on Share Price (b) 9.79% 16.21% (4.95)% 10.80% 32.82%
COMMON SHARE SUPPLEMENTAL DATA/RATIOS
APPLICABLE TO COMMON SHARES
Ending Net Assets (000) $ 1,724,746 $ 1,713,628 $ 345,463 $ 374,096 $ 349,203
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Ratios to Average Net Assets Before Reimbursement (c)
Expenses (e)
Net Investment Income (Loss)

Ratios to Average Net Assets After Reimbursement (c)(d)
Expenses (e)
Net Investment Income (Loss)

Portfolio Turnover Rate (g)

ARPS Shares at the End of Period:
Aggregate Amount Outstanding (000)
Asset Coverage Per $25,000 Share

Variable Rate Demand Preferred ( VRDP ) Shares at the End of Period:
Aggregate Amount Outstanding (000)
Asset Coverage Per $100,000 Share

@ &

1.42%
5.62%

N/A

N/A
15%

699,600
346,533

26

©* S

& P

1.50%(h) 1.86%
5.97%(h) 5.79%
N/A N/A
N/A N/A
9% 25%
$
$
699,600 $ 136,200
344,944 $ 353,644

1.60%
5.44%

N/A
N/A

12%

@ &

$ 136,200
$ 374,666

1.50%
6.84%

N/A
N/A

13%

©* P

$ 136,200
$ 356,390
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Year Ended February 28/29 Year Ended August 31
2011 2010 2009(f) 2008 2007 2006
$ 13.88 $ 12.10 $ 1443 $ 1493 $ 1559 $ 1598
0.98 1.01 0.49 1.02 1.00 1.01
(1.27) 1.63 (2.07) (0.50) (0.56) (0.25)
(0.02) (0.03) (0.09) (0.23) (0.24) 0.21)
0.00 (0.02) (0.02) (0.01) (0.01) 0.00
(0.31) 2.59 (1.69) 0.28 0.19 0.55
(0.89) (0.81) (0.38) 0.74) (0.80) 0.91)
0.00 0.00 (0.26) (0.04) (0.05) (0.03)
(0.89) (0.81) (0.64) (0.78) (0.85) (0.94)
$  12.68 $ 13.88 $ 12.10 $ 1443 $ 1493 $ 1559
$ 1220 $ 12.60 $ 10.82 $ 1344 $ 1434 $ 1597
2.57)% 21.97% (11.45)% 1.85% 1.16% 3.63%
3.54% 24.62% (14.14)% (0.84)% (5.19% 5.47%
$297,629 $ 325,791 $ 284,221 $ 338,732 $ 350,523 $365,516
1.18% 1.21% 1.31%* 1.26% 1.17% 1.13%
7.18% 7.63% 7.92%%* 6.77% 6.24% 6.22%
N/A 1.18% 1.24%* 1.11% 0.95% 0.84%
N/A 7.66% 7.99%* 6.92% 6.46% 6.50%
20% 4% 14% 19% 20% 13%
$ 135,525 $ 135,525 $ 135,525 $ 135,525 $ 175,000 $ 175,000
$ 79,903 $ 85,098 $ 77,430 $ 87,485 $ 75,075 $ 77,217
$ $ $ $ $ $
$ $ $ $ $ $
27
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(a)
(b)

()

(d)
(e)

€3]
(2)

(b

*

The amounts shown for ARPS are based on Common Share equivalents.

Total Return Based on Common Share NAYV is the combination of changes in common share NAV, reinvested dividend income at NAV
and reinvested capital gains distributions at NAV, if any. The last dividend declared in the period, which is typically paid on the first
business day of the following month, is assumed to be reinvested at the ending NAV. The actual reinvest price for the last dividend
declared in the period may often be based on the Fund s market price (and not its NAV), and therefore may be different from the price used
in the calculation. Total returns are not annualized.

Total Return Based on Common Share Price is the combination of changes in the market price per share and the effect of reinvested
dividend income and reinvested capital gains distributions, if any, at the average price paid per share at the time of reinvestment. The last
dividend declared in the period, which is typically paid on the first business day of the following month, is assumed to be reinvested at the
ending market price. The actual reinvestment for the last dividend declared in the period may take place over several days, and in some
instances may not be based on the market price, so the actual reinvestment price may be different from the price used in the calculation.
Total returns are not annualized.

Ratios do not reflect the effect of dividend payments to ARPS shareholders, during periods when ARPS were outstanding; Net Investment
Income (Loss) ratios reflect income earned and expenses incurred on assets attributable to ARPS, and other subsequent forms of preferred
shares issued by the Fund, where applicable.

After expense reimbursement from the Adviser, where applicable. As of July 31, 2009 the Adviser is no longer contractually reimbursing
the Fund for any fees or expenses.

The expense ratios reflect, among other things, all interest expense and other costs related to Preferred Shares and/or the interest expense
deemed to have been paid by the Fund on the floating rate certificates issued by the special purpose trusts for the self-deposited inverse
floaters held by the Fund where applicable, as follows:

Year Ended 2/28-2/29

2016 0.48%
2015 0.50
2014 0.61
2013 0.61
2012 0.46
2011 0.06
2010 0.08
2009 (f) 0.14*
Year Ended 8/31

2008 0.11
2007 0.05
2006

For the six months ended February 28, 2009.

Portfolio Turnover Rate is calculated based on the lesser of long-term purchases or sales divided by the average long-term market value
during the period.

During the fiscal year ended February 28, 2015, NFALLC voluntarily reimbursed the Fund for certain expenses incurred in connection
with a equity shelf program. As a result, the Expenses and Net Investment Income (Loss) Ratios to Average Net Assets reflect this
voluntary expense reimbursement from NFALLC. The Expenses and Net Investment Income (Loss) Ratios to Average Net Assets
excluding this expense reimbursement from NFALLC are 1.53% and 5.95%, respectively.

Annualized.

N/A. The Fund no longer has a contractual reimbursement agreement with the Adviser.
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TRADING AND NET ASSET VALUE INFORMATION

The following table shows for the periods indicated: (i) the high and low sales prices for Common Shares reported as of the end of the day on the
NYSE, (ii) the high and low net asset values of the Common Shares, and (iii) the high and low of the premium/(discount) to net asset value
(expressed as a percentage) of the Common Shares.

Market Price Net Asset Value Premium/(Discount)

Fiscal Quarter Ended High Low High Low High Low

February 2016 $16.01 $14.82 $16.24 $15.78 (0.56)% (6.36)%
November 2015 $15.43 $14.56 $15.76 $15.39 (1.34)% (6.31)%
August 2015 $15.19 $14.18 $15.65 $15.30 2.14)% (7.92)%
May 2015 $15.51 $15.05 $16.00 $15.40 (1.36)% (4.92)%
February 2015 $15.75 $14.62 $16.34 $15.79 2.37)% (7.74)%
November 2014 $14.98 $14.02 $15.99 $1547 @4.77)% (9.75)%
August 2014 $14.26 $13.66 $15.61 $15.10 (5.95)% (10.26)%
May 2014 $14.37 $13.63 $15.40 $ 14.60 4.79)% (7.58)%

The net asset value per share, the market price and percentage of premium/(discount) to net asset value per share of the Fund s Common Stock on
May 2, 2016 was $16.33, $16.27 and (0.37)%, respectively. As of March 31, 2016, the Fund had 107,383,777 Common Shares outstanding

6,996 VRDP Shares and net assets applicable to Common Shares of $1,738,415,612. See Repurchase of Fund Shares; Conversion to Open-End
Fund.

THE FUND

The Fund is a diversified, closed-end management investment company registered under the 1940 Act. The Fund was organized as a
Massachusetts business trust on December 1, 1998, pursuant to the Declaration and governed by the laws of the Commonwealth of
Massachusetts. The Fund issues Common Shares and preferred shares. The Fund s Common Shares are listed on the NYSE under the symbol

NAC. The Fund has previously offered MuniPreferred Shares, a type of preferred stock. As of February 28, 2011, all of the Fund s
MuniPreferred Shares have been redeemed. The Fund has also issued variable rate demand preferred shares, another type of preferred shares,
referred to herein as VRDP Shares.

The Fund s principal office is located at 333 West Wacker Drive, Chicago, Illinois 60606, and its telephone number is (800) 257-8787.

The following provides information about the Fund s outstanding shares as of March 31, 2016:

Amount Held
Amount by the Fund or Amount
Title of Class Authorized for its Account Outstanding
Common unlimited 0 107,383,777
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Preferred

VRDP Shares (Series 1)
VRDP Shares (Series 2)
VRDP Shares (Series 3)
VRDP Shares (Series 4)
VRDP Shares (Series 5)
VRDP Shares (Series 6)

unlimited
1,362
910

498
1,056
1,589
1,581

29
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1,362
910
498

1,056

1,589

1,581
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USE OF PROCEEDS

The net proceeds from the issuance of Common Shares hereunder will be used by the Fund to invest in municipal securities in accordance with
the Fund s investment objectives and policies as stated below. To the extent the Fund uses the net proceeds of any offering to invest in municipal
securities, it is presently anticipated that the Fund will be able to invest substantially all of such proceeds in securities that meet the Fund s
investment objectives and policies within one month from the date on which the proceeds from an offering are received by the Fund. Pending
such investment, it is anticipated that the proceeds will be invested in short-term or long-term securities issued by the U.S. Government and its
agencies or instrumentalities or in high-quality, short-term money market instruments. See Risk Factors Leverage Risk and Use of Leverage.

THE FUND S INVESTMENTS

Investment Objectives

The Fund s investment objectives are:

to provide current income exempt from regular federal and California income taxes; and

to enhance portfolio value relative to the California municipal bond market by investing in tax-exempt California municipal securities
that Nuveen Asset Management believes are underrated or undervalued or that represent municipal market sectors that are
undervalued.

Underrated municipal securities are those whose ratings do not, in Nuveen Asset Management s opinion, reflect their true value. Municipal
securities may be underrated because of the time that has elapsed since their rating was assigned or reviewed, or because of positive factors that
may not have been fully taken into account by rating agencies, or for other similar reasons. Municipal securities that are undervalued or that
represent undervalued municipal market sectors are municipal securities that, in Nuveen Asset Management s opinion, are worth more than the
value assigned to them in the marketplace. Municipal securities of particular types or purposes (e.g., hospital bonds, industrial revenue bonds or
bonds issued by a particular municipal issuer) may be undervalued because there is a temporary excess of supply in that market sector, or
because of a general decline in the market price of municipal securities of the market sector for reasons that do not apply to the particular
municipal securities that are considered undervalued. The Fund s investment in underrated or undervalued California municipal securities will be
based on Nuveen Asset Management s belief that the prices of such municipal securities should ultimately reflect their true value. Accordingly,
enhancement of portfolio value relative to the municipal bond market refers to the Fund s objective of attempting to realize above-average capital
appreciation in a rising market, and to experience less than average capital losses in a declining market. Thus, the Fund s secondary investment
objective is not intended to suggest that capital appreciation is itself an objective of the Fund. Instead, the Fund seeks enhancement of portfolio
value relative to the California municipal bond market by prudent selection of California municipal securities, regardless of which direction the
market may move. Any capital appreciation realized by the Fund will generally result in the distribution of taxable capital gains to Common
Shareholders. There can be no assurance that the Fund will achieve its investment objectives. See The Fund s Investments Investment Policies.

Any capital appreciation realized by the Fund will generally result in the distribution of taxable capital gains to Common Shareholders and
VRDP shareholders. The Fund has not established any limit on the percentage of its portfolio that may be invested in municipal bonds subject to
the alternative minimum tax provisions of federal tax law, and the Fund expects that a substantial portion of the income it produces will be
includable in alternative minimum taxable income.
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It is a fundamental policy that, under normal circumstances, the Fund invests at least 80% of its Managed Assets in municipal securities and
other related investments, the income from which is exempt from regular federal and California income tax.
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As a non-fundamental policy, under normal circumstances, the Fund invests at least 80% of its Managed Assets in investment grade securities
that, at the time of investment are rated within the four highest grades (Baa or BBB or better) by at least one NRSRO that rate such security or
are unrated but judged to be of comparable quality by Nuveen Asset Management. Also, as a non-fundamental policy, the Fund may invest up to
20% of its Managed Assets in municipal securities that at the time of investment are rated below investment grade or are unrated but judged to

be of comparable quality by Nuveen Asset Management. Additionally, as a non-fundamental policy, no more than 10% of the Fund s Managed
Assets may be invested in municipal securities rated below B3/B- or that are unrated but judged to be of comparable quality by Nuveen Asset
Management. There can be no assurance that the Fund will achieve its investment objectives. See The Fund s Investments Investment Policies.

Investment Philosophy

Nuveen Asset Management believes that the unique tax treatment of municipal securities and the structural characteristics in the municipal
securities market create attractive opportunities to enhance the after-tax total return and diversification of the investment portfolios of taxable
investors. Nuveen Asset Management believes that these unique characteristics also present unique risks that may be managed to realize the
benefits of the asset class.

After-Tax Income Potential. The primary source of total return from municipal securities comes from the tax-exempt income derived
therefrom. Nuveen Asset Management believes that, at acceptable levels of credit risk and maturity principal risk, the municipal securities
market offers the potential for higher after-tax income when compared with other fixed income markets.

Managing Multi-Faceted Risks. Risk in the municipal securities market is derived from multiple sources, including credit risk at the issuer and
sector levels, structural risks such as call risk, yield curve risk, and legislative and tax-related risks. Nuveen Asset Management believes that
managing these risks at both the individual security and Fund portfolio levels is an important element of realizing the after-tax income and total
return potential of the asset class.

Market Inefficiencies. Nuveen Asset Management believes that the scale and intricacy of the municipal securities market often results in
pricing anomalies and other inefficiencies that can be identified and capitalized on through trading strategies.

Investment Process

Nuveen Asset Management believes that a bottom-up, value-oriented investment strategy that seeks to identify underrated and undervalued
securities and sectors is positioned to capture the opportunities inherent in the municipal securities market and potentially outperform the general
municipal securities market over time. The primary elements of Nuveen Asset Management s investment process are:

Credit Analysis and Surveillance. Nuveen Asset Management focuses on bottom-up, fundamental analysis of municipal securities issuers.
Analysts screen each sector for issuers that meet the fundamental tests of creditworthiness and favor those securities with demonstrable growth
potential, solid coverage of debt service and a priority lien on hard assets, dedicated revenue streams or tax resources. As part of Nuveen Asset
Management s overall risk management process, analysts actively monitor the credit quality of portfolio holdings.

Sector Analysis. Organized by sector, analysts continually assess the key issues and trends affecting each sector in order to maintain a sector
outlook. Evaluating such factors as historical default rates and average credit spreads within each sector, analysts provide top-down analysis that
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supports decisions to overweight or underweight a given sector in a portfolio.

31

37



Edgar Filing: NUVEEN CALIFORNIA DIVIDEND ADVANTAGE MUNICIPAL FUND - Form 497

Diversification. Nuveen Asset Management seeks to invest in a large number of sectors and specific issuers in order to help insulate a portfolio
from events that affect any individual industry or credit.

Trading Strategies. Through its trading strategies, Nuveen Asset Management seeks to enhance portfolio value by trading to take advantage of
inefficiencies found in the municipal market. This may entail selling issues Nuveen Asset Management deems to be overvalued and purchasing
issues Nuveen Asset Management considers to be undervalued.

Sell Discipline. Nuveen Asset Management generally sells securities when it (i) determines a security has become overvalued or over-rated,
(ii) identifies credit deterioration, or (iii) modifies a portfolio strategy, such as sector allocation. Nuveen Asset Management may also sell
securities when such securities exceed the portfolio s diversification targets.

Investment Policies

Under normal circumstances, the Fund invests its Managed Assets in a portfolio of municipal securities that pay interest that is exempt from

regular and California federal income tax. It is a fundamental policy that, under normal circumstances, the Fund invest at least 80% of its

Managed Assets in municipal securities and other related investments, the income from which is exempt from regular federal and California

income tax. The Fund has not established any limit on the percentage of its portfolio that may be invested in municipal bonds subject to the

alternative minimum tax provisions of federal tax law, and the Fund expects that a substantial portion of the income it produces will be

includable in alternative minimum taxable income. For a discussion of how the federal alternative minimum tax may affect shareholders, see
Tax Matters.

As a non-fundamental policy, under normal circumstances, the Fund invests at least 80% of its Managed Assets in municipal securities that, at
the time of investment, are investment grade quality. Also, as a non-fundamental policy, the Fund may invest up to 20% of its Managed Assets
in municipal securities that at the time of investment are rated below investment grade or are unrated but judged to be of comparable quality by
Nuveen Asset Management. Additionally, as a non-fundamental policy, no more than 10% of the Fund s Managed Assets may be invested in
municipal securities rated below B3/B- or that are unrated but judged to be of comparable quality by Nuveen Asset Management. The Fund may
invest up to approximately 15% of its Managed Assets in inverse floating rate securities (discussed below). The economic effect of leverage
through the Fund s purchase of inverse floating rate securities creates an opportunity for increased net income and returns, but also creates the
possibly that the Fund s long-term returns will be diminished if the cost of leverage exceeds the return on the inverse floating rate securities
purchased by the Fund. The Fund s policy of investing under normal market circumstances at least 80% of its Managed Assets in municipal
securities that, at the time of investment, are investment grade quality is not considered to be fundamental by the Fund and can be changed
without shareholder approval. However, this policy may only be changed by the Fund s Board of Trustees following the provision of 60 days
prior notice to Common Shareholders.

Securities of below investment grade quality are commonly referred to as junk bonds. Issuers of securities rated Ba/BB or B are regarded as
having current capacity to make principal and interest payments but are subject to business, financial or economic conditions which could
adversely affect such payment capacity. Municipal securities rated Baa or BBB are considered investment grade securities; municipal securities
rated Baa are considered medium grade obligations which lack outstanding investment characteristics and have speculative characteristics, while
municipal securities rated BBB are regarded as having adequate capacity to pay principal and interest. Municipal securities rated AAA in which
the Fund may invest may have been so rated on the basis of the existence of insurance guaranteeing the timely payment, when due, of all

principal and interest. Municipal securities rated below investment grade quality are obligations of issuers that are considered predominately
speculative with respect to the issuer s capacity to pay interest and repay principal according to the terms of the obligation and, therefore, carry
greater investment risk, including the possibility of issuer default and bankruptcy and increased market price volatility. Municipal securities

rated below investment grade tend to be less
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marketable than higher-quality securities because the market for them is less broad. The market for unrated municipal securities is even
narrower. During periods of thin trading in these markets, the spread between bid and asked prices is likely to increase significantly and the
Fund may have greater difficulty selling its portfolio securities. The Fund will be more dependent on Nuveen Asset Management s research and
analysis when investing in these securities.

The ratings of S&P, Moody s and Fitch represent their opinions as to the quality of the municipal securities they rate. It should be emphasized,
however, that ratings are general and are not absolute standards of quality. Consequently, municipal securities with the same maturity, coupon
and rating may have different yields while obligations of the same maturity and coupon with different ratings may have the same yield.

The foregoing credit quality policies apply only at the time a security is purchased, and the Fund is not required to dispose of a security in the
event that an NRSRO downgrades its assessment of the credit characteristics of a particular issuer or that valuation changes of various bonds
cause the Fund s portfolio to fail to satisfy those policies. In determining whether to retain or sell such a security, Nuveen Asset Management
may consider such factors as Nuveen Asset Management s assessment of the credit quality of the issuer of such security, the price at which such
security could be sold and the rating, if any, assigned to such security by other rating agencies. See Municipal Securities below. The Fund may
also invest in securities of other open- or closed-end investment companies (up to 10% of its Managed Assets) that invest primarily in municipal
bonds of the types in which the Fund may invest directly. See Other Investment Companies below.

As of March 31, 2016, the effective maturity of the Fund s portfolio was 20.84 years. The Fund will generally invest in municipal securities with
a weighted average maturity of at least 15 years, but it may be lengthened or shortened depending on market conditions and on an assessment by
the Fund s portfolio manager of which segments of the municipal securities market offer the most favorable relative investment values and
opportunities for tax-exempt income and total return. Moreover, during temporary defensive periods (e.g., times when, in NFALLC opinion,
temporary imbalances of supply and demand or other temporary dislocations in the tax-exempt bond market adversely affect the price at which
long-term or intermediate-term municipal securities are available), and in order to keep the Fund s cash fully invested, the Fund may invest any
percentage of its net assets in short-term investments including high quality, short-term debt securities that may be either tax-exempt or taxable
(or in securities of other open- or closed-end investment companies that invest primarily in municipal securities of the types in which the Fund
may invest directly). The Fund may not achieve its investment objectives during such period. Investment in taxable short-term investments
would result in a portion of your dividends being subject to regular federal or California income tax, and if the proportion of taxable investments
exceeded 50% of the Fund s total assets as of the close of any quarter of the Fund s taxable year, the Fund would not satisfy the general eligibility
test that would permit it to pay exempt-interest dividends for that taxable year. Such transactions will be used solely to reduce risk.

The Fund may purchase municipal securities that are additionally secured by insurance, bank credit agreements, or escrow accounts. The credit
quality of companies which provide such credit enhancements may affect the value of those securities. Although the insurance feature may
reduce certain financial risks, the premiums for insurance and the higher market price paid for insured obligations may reduce the Fund s income.
The insurance feature does not guarantee the market value of the insured obligations, and the effectiveness and value of the insurance itself is
dependent on the continued creditworthiness of the insurer.

Obligations of issuers of municipal securities are subject to the provisions of bankruptcy, insolvency and other laws affecting the rights and
remedies of creditors, such as the Bankruptcy Reform Act of 1978. In addition, the obligations of such issuers may become subject to the laws
enacted in the future by Congress, state legislatures or referenda extending the time for payment of principal or interest, or both, or imposing
other constraints upon enforcement of such obligations or upon municipalities to levy taxes. There is also the possibility that, as a result of
legislation or other conditions, the power or ability of any issuer to pay, when due, the principal of and interest on its municipal securities may
be materially affected.
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The Fund cannot change its investment objectives without the approval of the holders of a majority of the outstanding Common Shares and
VRDP Shares, voting together as a single class, and of the holders of a majority of the outstanding VRDP Shares, voting as a separate class.
When used with respect to particular shares of the Fund, a majority of the outstanding shares under the 1940 Act, means (i) 67% or more of the
shares present at a meeting, if the holders of more than 50% of the shares are present or represented by proxy, or (ii) more than 50% of the

shares, whichever is less. See Description of VRDP Shares Voting Rights for additional information with respect to the voting rights of Fund
shareholders.

As of February 29, 2016, approximately 88% of the Fund s total investment exposure was invested in municipal securities rated investment grade
by an NRSRO (including S&P, Moody s or Fitch). The relative percentages of the value of the investments attributable to investment grade
municipal securities and to below investment grade municipal securities could change over time as a result of rebalancing the Fund s assets by
Nuveen Asset Management, market value fluctuations, issuance of additional shares and other events.

During temporary defensive periods or in order to keep the Fund s cash fully invested, including during the period when the net proceeds of the
offering of Common Shares are being invested, the Fund may deviate from its investment policies and objectives. During such periods, the Fund
may invest up to 100% of its net assets in short-term investments, including high quality, short-term securities that may be either tax-exempt or
taxable. The Fund intends to invest in taxable short-term investments only in the event that suitable tax-exempt short-term investments are not
available at reasonable prices and yields. Investment in taxable short-term investments would result in a portion of your dividends being subject
to regular federal income tax, and if the proportion of taxable investments exceeded 50% of the Fund s total assets as of the close of any quarter
of any Fund taxable year, the Fund would not for that taxable year satisfy the general eligibility test that would otherwise permit it to pay
exempt-interest dividends. Such transactions will be used solely to reduce risk. There can be no assurance that such strategies will be successful.
For more information, see the SAI under Tax Matters.

The Fund is diversified for purposes of the 1940 Act. Consequently, as to 75% of its assets, the Fund may not invest more than 5% of its total
assets in the securities of any single issuer.

Municipal Securities

General. The Fund may invest in various municipal securities, including municipal bonds and notes, other securities issued to finance and
refinance public projects, and other related securities and derivative instruments creating exposure to municipal bonds, notes and securities that
provide for the payment of interest income that is exempt from regular federal income tax. Municipal securities are often issued by state and
local governmental entities to finance or refinance public projects such as roads, schools, and water supply systems. Municipal securities may
also be issued on behalf of private entities or for private activities, such as housing, medical and educational facility construction, or for privately
owned transportation, electric utility and pollution control projects. Municipal securities may be issued on a long-term basis to provide
permanent financing. The repayment of such debt may be secured generally by a pledge of the full faith and credit taxing power of the issuer, a
limited or special tax, or any other revenue source, including project revenues, which may include tolls, fees and other user charges, lease
payments and mortgage payments. Municipal securities may also be issued to finance projects on a short-term interim basis, anticipating
repayment with the proceeds of the later issuance of long-term debt. The Fund may purchase municipal securities in the form of bonds, notes,
leases or certificates of participation; structured as callable or non-callable; with payment forms including fixed coupon, variable rate, zero
coupon, capital appreciation bonds, tender option bonds, and residual interest bonds or inverse floating rate securities; or acquired through
investments in pooled vehicles, partnerships or other investment companies. Inverse floating rate securities are securities that pay interest at rates
that vary inversely with changes in prevailing short-term tax-exempt interest rates and represent a leveraged investment in an underlying
municipal security, which could have the economic effect of financial leverage.

Municipal securities are either general obligation or revenue bonds and typically are issued to finance public projects (such as roads or public
buildings), to pay general operating expenses, or to refinance outstanding debt.
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Municipal securities may also be issued on behalf of private entities or for private activities, such as housing, medical and educational facility
construction, or for privately owned industrial development and pollution control projects. General obligation bonds are backed by the full faith
and credit, or taxing authority, of the issuer and may be repaid from any revenue source; revenue bonds may be repaid only from the revenues of
a specific facility or source. The Fund may also purchase municipal securities that represent lease obligations, municipal notes, pre-refunded
municipal securities, private activity bonds, tender option bonds and other related securities and derivative instruments that create exposure to
municipal bonds, notes and securities and that provide for the payment of interest income that is exempt from regular federal and California
income tax.

The municipal securities in which the Fund invests are generally issued by the State of California, a municipality of California, or a political
subdivision of either, and pay interest that, in the opinion of bond counsel to the issuer (or on the basis of other authority believed by Nuveen
Asset Management to be reliable), is exempt from regular federal and California income taxes, although the interest may be subject to the federal
alternative minimum tax. The Fund may invest in municipal securities issued by U.S. territories (such as Puerto Rico or Guam) that are exempt
from regular federal and California income taxes.

The yields on municipal securities depend on a variety of factors, including prevailing interest rates and the condition of the general money
market and the municipal bond market, the size of a particular offering, the maturity of the obligation and the rating of the issue. The market
value of municipal securities will vary with changes in interest rate levels and as a result of changing evaluations of the ability of their issuers to
meet interest and principal payments.

A municipal security s market value generally will depend upon its form, maturity, call features, and interest rate, as well as the credit quality of
the issuer, all such factors examined in the context of the municipal securities market and interest rate levels and trends.

Maturity and Duration. The Fund will generally invest in California municipal securities with intermediate or long-term maturities. The
average effective maturity of securities held by the Fund may be shortened or lengthened, depending on market conditions and on an assessment
by the Fund s portfolio manager of which segments of the municipal securities market offer the most favorable relative investment values and
opportunities for tax-exempt income and total return. As of March 31, 2016, the effective maturity of the Fund s portfolio was 20.84 years. In
comparison to maturity (which is the date on which a debt instrument ceases and the issuer is obligated to repay the principal amount), duration
is a measure of the price volatility of a debt instrument as a result of changes in market rates of interest, based on the weighted average timing of
the instrument s expected principal and interest payments. Duration differs from maturity in that it considers a security s yield, coupon payments,
principal payments and call features in addition to the amount of time until the security finally matures. As the value of a security changes over
time, so will its duration. Prices of securities with longer durations tend to be more sensitive to interest rate changes than securities with shorter
durations. In general, a portfolio of securities with a longer duration can be expected to be more sensitive to interest rate changes than a portfolio
with a shorter duration. For example, the price of a bond with an effective duration of two years will rise (fall) two percent for every one percent
decrease (increase) in its yield, and the price of a five-year duration bond will rise (fall) five percent for a one percent decrease (increase) in its
yield. As of March 31, 2016, the average effective duration of the Fund s portfolio was 8.43 years, which includes the effects of leverage and
takes into account the effect of option call provisions of the municipal securities in the Fund s portfolio.

Municipal Leases and Certificates of Participation. The Fund also may purchase municipal securities that represent lease obligations and
certificates of participation in such leases. These carry special risks because the issuer of the securities may not be obligated to appropriate
money annually to make payments under the lease. A municipal lease is an obligation in the form of a lease or installment purchase which is
issued by a state or local government to acquire equipment and facilities. Income from such obligations is generally exempt from state and local
taxes in the state of issuance. Leases and installment purchase or conditional sale contracts (which normally provide for title to the leased asset
to pass eventually to the governmental issuer) have evolved as a means for

35

43



Edgar Filing: NUVEEN CALIFORNIA DIVIDEND ADVANTAGE MUNICIPAL FUND - Form 497

governmental issuers to acquire property and equipment without meeting the constitutional and statutory requirements for the issuance of debt.
The debt issuance limitations are deemed to be inapplicable because of the inclusion in many leases or contracts of non-appropriation clauses
that relieve the governmental issuer of any obligation to make future payments under the lease or contract unless money is appropriated for such
purpose by the appropriate legislative body on a yearly or other periodic basis. In addition, such leases or contracts may be subject to the
temporary abatement of payments in the event the issuer is prevented from maintaining occupancy of the leased premises or utilizing the leased
equipment or facilities. Although the obligations may be secured by the leased equipment or facilities, the disposition of the property in the event
of non-appropriation or foreclosure might prove difficult, time consuming and costly, and result in a delay in recovering, or the failure to recover
fully, the Fund s original investment. To the extent that the Fund invests in unrated municipal leases or participates in such leases, the credit
quality rating and risk of cancellation of such unrated leases will be monitored on an ongoing basis. In order to reduce this risk, the Fund will
only purchase municipal securities representing lease obligations where Nuveen Asset Management believes the issuer has a strong incentive to
continue making appropriations until maturity.

A certificate of participation represents an undivided interest in an unmanaged pool of municipal leases, an installment purchase agreement or
other instruments. The certificates are typically issued by a municipal agency, a trust or other entity that has received an assignment of the
payments to be made by the state or political subdivision under such leases or installment purchase agreements. Such certificates provide the
Fund with the right to a pro rata undivided interest in the underlying municipal securities. In addition, such participations generally provide the
Fund with the right to demand payment, on not more than seven days notice, of all or any part of the Fund s participation interest in the
underlying municipal securities, plus accrued interest.

Municipal Notes. Municipal securities in the form of notes generally are used to provide for short-term capital needs, in anticipation of an
issuer s receipt of other revenues or financing, and typically have maturities of up to three years. Such instruments may include tax anticipation
notes, revenue anticipation notes, bond anticipation notes, tax and revenue anticipation notes and construction loan notes. Tax anticipation notes
are issued to finance the working capital needs of governments. Generally, they are issued in anticipation of various tax revenues, such as
income, sales, property, use and business taxes, and are payable from these specific future taxes. Revenue anticipation notes are issued in
expectation of receipt of other kinds of revenue, such as federal revenues available under federal revenue sharing programs. Bond anticipation
notes are issued to provide interim financing until long- term bond financing can be arranged. In most cases, the long-term bonds then provide
the funds needed for repayment of the bond anticipation notes. Tax and revenue anticipation notes combine the funding sources of both tax
anticipation notes and revenue anticipation notes. Construction loan notes are sold to provide construction financing. Mortgage notes insured by
the Federal Housing Authority secure these notes; however, the proceeds from the insurance may be less than the economic equivalent of the
payment of principal and interest on the mortgage note if there has been a default. The anticipated revenues from taxes, grants or bond financing
generally secure the obligations of an issuer of municipal notes. An investment in such instruments, however, presents a risk that the anticipated
revenues will not be received or that such revenues will be insufficient to satisfy the issuer s payment obligations under the notes or that
refinancing will be otherwise unavailable.

Pre-Refunded Municipal Securities. The principal of and interest on pre-refunded municipal securities are no longer paid from the original
revenue source for the securities. Instead, the source of such payments is typically an escrow fund consisting of U.S. government securities. The
assets in the escrow fund are derived from the proceeds of refunding bonds issued by the same issuer as the pre-refunded municipal securities.
Issuers of municipal securities use this advance refunding technique to obtain more favorable terms with respect to securities that are not yet
subject to call or redemption by the issuer. For example, advance refunding enables an issuer to refinance debt at lower market interest rates,
restructure debt to improve cash flow or eliminate restrictive covenants in the indenture or other governing instrument for the pre-refunded
municipal securities. However, except for a change in the revenue source from which principal and interest payments are made, the pre-refunded
municipal securities remain outstanding on their original terms until they mature or are redeemed by the issuer.
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Private Activity Bonds. Private activity bonds, formerly referred to as industrial development bonds, are issued by or on behalf of public
authorities to obtain funds to provide privately operated housing facilities, airport, mass transit or port facilities, sewage disposal, solid waste
disposal or hazardous waste treatment or disposal facilities and certain local facilities for water supply, gas or electricity. Other types of private
activity bonds, the proceeds of which are used for the construction, equipment, repair or improvement of privately operated industrial or
commercial facilities, may constitute municipal securities, although the current federal tax laws place substantial limitations on the size of such
issues. The Fund s distributions of its interest income from private activity bonds may subject certain investors to the federal alternative
minimum tax.

Inverse Floating Rate Securities. The Fund may invest up to approximately 15% of its Managed Assets in inverse floating rate securities.
Inverse floating rate securities (sometimes referred to as inverse floaters or residual interests of a tender option bond) are securities whose
interest rates bear an inverse relationship to the interest rate on another security or the value of an index. Generally, inverse floating rate
securities represent beneficial interests in a special purpose trust formed by a third party sponsor for the purpose of holding municipal bonds.
The special purpose trust typically sells two classes of beneficial interests or securities: short-term floating rate municipal securities (sometimes
referred to as short-term floaters or tender option bonds), which are sold to third party investors, and inverse floating rate municipal securities,
which the Fund would purchase. The short-term floating rate securities have first priority on the cash flow from the municipal bonds held by the
special purpose trust. Typically, a third party, such as a bank, broker-dealer or other financial institution, grants the floating rate security holders
the option, at periodic intervals, to tender their securities to the institution and receive the face value thereof. As consideration for providing the
option, the financial institution receives periodic fees. The holder of the short-term floater effectively holds a demand obligation that bears
interest at the prevailing short-term, tax-exempt rate. However, an institution will not be obligated to accept tendered short-term floaters in the
event of certain defaults or a significant downgrade in the credit rating assigned to the bond issuer. For its inverse floating rate investment, the
Fund receives the residual cash flow from the special purpose trust. Because the holder of the short-term floater is generally assured liquidity at
the face value of the security, the Fund as the holder of the inverse floater assumes the interest rate cash flow risk and the market value risk
associated with the municipal security deposited into the special purpose trust. The volatility of the interest cash flow and the residual market
value will vary with the degree to which the trust is leveraged. This is expressed in the ratio of the face value of the short-term floaters in relation
to the residual inverse floaters that are issued by the special purpose trust. The higher the percentage of the special purpose trust s total value
represented by the short-term floaters, the greater the effective leverage. For example, if municipal bonds worth $100 are deposited in a special
purpose trust and the trust issues short-term floaters worth $75 and inverse floaters worth $25, the trust will have a leverage ratio of 3:1 and the
inverse floaters will exhibit price movements at a rate that is four times that of the underlying bonds deposited into the trust. If that same trust
were to issue only $50 of floaters, the leverage ratio would be 1:1 and the inverse floaters would exhibit price movements at a rate that is only
two times that of the underlying bonds. The Fund expects to make limited investments in inverse floaters, with leverage ratios that may vary
between one and three times. In addition, all voting rights and decisions to be made with respect to any other rights relating to the municipal
bonds held in the special purpose trust are passed through to the Fund, as the holder of the residual inverse floating rate securities.

Because increases in the interest rate on the short-term floaters reduce the residual interest paid on inverse floaters, and because fluctuations in
the value of the municipal bond deposited in the special purpose trust affect the value of the inverse floater only, and not the value of the
short-term floater issued by the trust, inverse floaters value are more volatile than that of fixed rate bonds. The market price of inverse floating
rate securities is generally more volatile than the underlying bonds due to the leveraging effect of this ownership structure. These securities
generally will underperform the market of fixed rate bonds in a rising interest rate environment (i.e., when bond values are falling), but tend to
out-perform the market of fixed rate bonds when interest rates decline or remain relatively stable. Although volatile, inverse floaters typically
offer the potential for yields available on fixed rate bonds with comparable credit quality, coupon, call provisions and maturity. Inverse floaters
have varying degrees of liquidity based upon the liquidity of the underlying bonds deposited in a special purpose trust.
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The Fund may invest in inverse floating rate securities issued by special purpose trusts that have recourse to the Fund. In Nuveen Asset
Management s discretion, the Fund may enter into a separate shortfall and forbearance agreement with the third party sponsor of a special
purpose trust. The Fund may enter into such recourse agreements (i) when the liquidity provider to the special purpose trust requires such an
agreement because the level of leverage in the trust exceeds the level that the liquidity provider is willing to support absent such an agreement;
and/or (ii) to seek to prevent the liquidity provider from collapsing the trust in the event that the municipal obligation held in the trust has
declined in value. Such an agreement would require the Fund to reimburse the third party sponsor of such inverse floater, upon termination of
the trust issuing the inverse floater, the difference between the liquidation value of the bonds held in the trust and the principal amount due to the
holders of floating rate interests. Such agreements may expose the Fund to a risk of loss that exceeds its investment in the inverse floating rate
securities. Absent a shortfall and forbearance agreement, the Fund would not be required to make such a reimbursement. If the Fund chooses not
to enter into such an agreement, the special purpose trust could be liquidated and the Fund could incur a loss.

The Fund s investments in inverse floating rate securities issued by special purpose trusts that have recourse to the Fund may be highly

leveraged. The structure and degree to which the Fund s inverse floating rate securities are highly leveraged will vary based upon a number of
factors, including the size of the trust itself and the terms of the underlying municipal security held in a special purpose trust. An inverse floating
rate security generally is considered highly leveraged if the principal amount of the short-term floating rate interests issued by the related special
purpose trust is in excess of three times the principal amount of the inverse floating rate securities owned by the trust (the ratio of the principal
amount of such short-term floating rate interests to the principal amount of the inverse floating rate securities is referred to as the gearing ). In the
event of a significant decline in the value of an underlying security, the Fund may suffer losses in excess of the amount of its investment (up to

an amount equal to the value of the municipal securities underlying the inverse floating rate securities) as a result of liquidating special purpose
trusts or other collateral required to maintain the Fund s anticipated effective leverage ratio.

Investments in inverse floating rate securities create effective leverage. The use of leverage creates special risks for Common Shareholders. See

Leverage and Risk Factors Inverse Floating Rate Securities Risk. The Fund will segregate or earmark liquid assets with its custodian in
accordance with the 1940 Act to cover its obligations with respect to its investments in special purpose trusts. See also Segregation of Assets in
the SAL

Tender Option Bonds. A tender option bond is a municipal security (generally held pursuant to a custodial arrangement) having a relatively
long maturity and bearing interest at a fixed rate substantially higher than prevailing short-term, tax-exempt rates. The bond is typically issued
with the agreement of a third party, such as a bank, broker-dealer or other financial institution, which grants the security holders the option, at
periodic intervals, to tender their securities to the institution and receive the face value thereof. As consideration for providing the option, the
financial institution receives periodic fees equal to the difference between the bond s fixed coupon rate and the rate, as determined by a
remarketing or similar agent at or near the commencement of such period, that would cause the securities, coupled with the tender option, to
trade at par on the date of such determination. Thus, after payment of this fee, the security holder effectively holds a demand obligation that
bears interest at the prevailing short-term, tax-exempt rate. However, an institution will not be obligated to accept tendered bonds in the event of
certain defaults or a significant downgrade in the credit rating assigned to the issuer of the bond. The Fund intends to invest in tender option
bonds the interest on which will, in the opinion of bond counsel, counsel for the issuer of interests therein or counsel selected by Nuveen Asset
Management, be exempt from regular federal income tax. However, because there can be no assurance that the Internal Revenue Service (the

IRS ) will agree with such counsel s opinion in any particular case, there is a risk that the Fund will not be considered the owner of such tender
option bonds and thus will not be entitled to treat such interest as exempt from such tax. Additionally, the federal income tax treatment of certain
other aspects of these investments, including the proper tax treatment of tender option bonds and the associated fees in relation to various
regulated investment company tax provisions, is unclear. The Fund intends to manage its portfolio in a manner designed to eliminate or
minimize any adverse impact from the tax rules applicable to these investments.
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Special Taxing Districts. Special taxing districts are organized to plan and finance infrastructure developments to induce residential,
commercial and industrial growth and redevelopment. The bond financing methods such as tax increment finance, tax assessment, special
services district and Mello-Roos bonds, are generally payable solely from taxes or other revenues attributable to the specific projects financed by
the bonds without recourse to the credit or taxing power of related or overlapping municipalities. They often are exposed to real estate
development-related risks and can have more taxpayer concentration risk than general tax-supported bonds, such as general obligation bonds.
Further, the fees, special taxes, or tax allocations and other revenues that are established to secure such financings are generally limited as to the
rate or amount that may be levied or assessed and are not subject to increase pursuant to rate covenants or municipal or corporate guarantees.
The bonds could default if development failed to progress as anticipated or if larger taxpayers failed to pay the assessments, fees and taxes as
provided in the financing plans of the districts.

When-Issued and Delayed Delivery Transactions. The Fund may buy and sell municipal securities on a when-issued or delayed delivery basis,
making payment or taking delivery at a later date, normally within 15 to 45 days of the trade date. This type of transaction may involve an
element of risk because no interest accrues on the bonds prior to settlement and, because bonds are subject to market fluctuations, the value of
the bonds at time of delivery may be less (or more) than cost. A separate account of the Fund will be established with its custodian consisting of
cash, cash equivalents, or liquid securities having a market value at all times at least equal to the amount of the commitment. Income generated
by any such assets which provide taxable income for federal income tax purposes is includable in the taxable income of the Fund and, to the
extent distributed, will be taxable distributions to shareholders. The Fund may enter into contracts to purchase municipal bonds on a forward
basis (i.e., where settlement will occur more than 60 days from the date of the transaction) only to the extent that the Fund specifically
collateralizes such obligations with a security that is expected to be called or mature within sixty days before or after the settlement date of the
forward transaction. The commitment to purchase securities on a when-issued, delayed delivery or forward basis may involve an element of risk
because no interest accrues on the bonds prior to settlement and at the time of delivery the market value may be less than cost.

Zero Coupon Bonds. A zero coupon bond is a bond that typically does not pay interest either for the entire life of the obligation or for an initial
period after the issuance of the obligation. When held to its maturity, the holder receives the par value of the zero coupon bond, which generates
a return equal to the difference between the purchase price and its maturity value. A zero coupon bond is normally issued and traded at a deep
discount from face value. This original issue discount ( OID ) approximates the total amount of interest the security will accrue and compound
prior to its maturity and reflects the payment deferral and credit risk associated with the instrument. Because zero coupon securities and other
OID instruments do not pay cash interest at regular intervals, the instruments ongoing accruals require ongoing judgments concerning the
collectability of deferred payments and the value of any associated collateral. As a result, these securities may be subject to greater value
fluctuations and less liquidity in the event of adverse market conditions than comparably rated securities that pay cash on a current basis.
Because zero coupon bonds, and OID instruments generally, allow an issuer to avoid or delay the need to generate cash to meet current interest
payments, they may involve greater payment deferral and credit risk than coupon loans and bonds that pay interest currently or in cash. The
Fund generally will be required to distribute dividends to shareholders representing the income of these instruments as it accrues, even though
the Fund will not receive all of the income on a current basis or in cash. Thus, the Fund may have to sell other investments, including when it
may not be advisable to do so, and use the cash proceeds to make income distributions to its shareholders. For accounting purposes, these cash
distributions to shareholders will not be treated as a return of capital.

Further, NFALLC collects management fees on the value of a zero coupon bond or OID instrument attributable to the ongoing non-cash accrual
of interest over the life of the bond or other instrument. As a result, NFALLC receives non-refundable cash payments based on such non-cash
accruals while investors incur the risk that such non-cash accruals ultimately may not be realized.

Structured Notes. The Fund may utilize structured notes and similar instruments for investment purposes and also for hedging purposes.
Structured notes are privately negotiated debt obligations where the principal and/

39

47



Edgar Filing: NUVEEN CALIFORNIA DIVIDEND ADVANTAGE MUNICIPAL FUND - Form 497

or interest is determined by reference to the performance of a benchmark asset, market or interest rate (an embedded index ), such as selected
securities, an index of securities or specified interest rates, or the differential performance of two assets or markets. The terms of such structured
instruments normally provide that their principal and/or interest payments are to be adjusted upwards or downwards (but not ordinarily below
zero) to reflect changes in the embedded index while the structured instruments are outstanding. As a result, the interest and/or principal
payments that may be made on a structured product may vary widely, depending upon a variety of factors, including the volatility of the
embedded index and the effect of changes in the embedded index on principal and/or interest payments. The rate of return on structured notes
may be determined by applying a multiplier to the performance or differential performance of the referenced index or indices or other assets.
Application of a multiplier involves leverage that will serve to magnify the potential for gain and the risk of loss. These types of investments
may generate taxable income.

Special Considerations Relating to California Municipal Securities

As described above, the Fund will invest at least 80% of its managed assets in California municipal securities and other related investments, the
income from which is exempt from regular federal and California income tax. The Fund is therefore susceptible to political, economic or
regulatory factors affecting issuers of California municipal securities. See Concentration Risk in California Issuers and Appendix A of this
Prospectus ( Factors Affecting Municipal Securities in California ). Information regarding the financial condition of the State of California is
ordinarily included in various public documents issued thereby, such as the official statements prepared in connection with the issuance of
general obligation bonds of the State of California. Such official statements may be obtained by contacting the State Treasurer s Office at
800-900-3873 or at www.treasurer.ca.gov. Complete text of the 2016-2017 proposed budget, the 2015-2016 budget, and prior budgets may be
found at the electronic budget website of the Department of Finance (www.ebudget.ca.gov).

The State of California is a party to numerous legal proceedings, many of which normally occur in governmental operations. Information
regarding some of the more significant litigation pending against the State would ordinarily be included in various public documents issued
thereby, such as the official statements referred to above prepared in connection with the issuance of general obligation bonds of California.

The Legislative Analyst s Office (the LAO ) has released several reports which include their estimates and assessments of State budget acts and
associated fiscal and economic projections. Publications from the LAO can be read in full by accessing the LAO s website (www.lao.ca.gov) or
by contacting the LAO at 916-445-4656. Complete text of the State Controller s monthly summary analysis may be accessed at the State
Controller s website (WWWw.sco.ca.gov).

It should be noted that the creditworthiness of obligations issued by local California issuers may be unrelated to the creditworthiness of
obligations issued by the State of California, and that there is no obligation on the part of the State of California to make payment on such local
obligations in the event of default.

None of the information on the above websites is incorporated herein by reference.

Derivatives

The Fund may invest in certain derivative instruments in pursuit of its investment objectives. Such instruments include financial futures
contracts, swap contracts (including interest rate and credit default swaps), options on financial futures, options on swap contracts or other
derivative instruments. The Fund may use also credit default swaps and interest rate swaps. Credit default swaps may require initial premium
(discount) payments as well as periodic payments (receipts) related to the interest leg of the swap or to the default of a reference obligation. If
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the Fund is a seller of a contract, the Fund would be required to pay the par (or other agreed upon) value of a referenced debt obligation to the
counterparty in the event of a default or other credit event by the reference issuer, such as a U.S. or foreign corporate issuer, with respect to such
debt obligations. In
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return, the Fund would receive from the counterparty a periodic stream of payments over the term of the contract provided that no event of
default has occurred. If no default occurs, the Fund would keep the stream of payments and would have no payment obligations. As the seller,
the Fund would be subject to investment exposure on the notional amount of the swap. If the Fund is a buyer of a contract, the Fund would have
the right to deliver a referenced debt obligation and receive the par (or other agreed-upon) value of such debt obligation from the counterparty in
the event of a default or other credit event (such as a credit downgrade) by the reference issuer, such as a U.S. or foreign corporation, with
respect to its debt obligations. In return, the Fund would pay the counterparty a periodic stream of payments over the term of the contract
provided that no event of default has occurred. If no default occurs, the counterparty would keep the stream of payments and would have no
further obligations to the Fund. Interest rate swaps involve the exchange by the Fund with a counterparty of their respective commitments to pay
or receive interest, such as an exchange of fixed-rate payments for floating rate payments. The Fund will usually enter into interest rate swaps on
a net basis; that is, the two payment streams will be netted out in a cash settlement on the payment date or dates specified in the instrument, with
the Fund receiving or paying, as the case may be, only the net amount of the two payments.

See Hedging Strategies and Other Uses of Derivatives and Segregation of Assets in the SAL

The requirements for qualification as a regulated investment company may also limit the extent to which the Fund may employ futures, options
on futures or swaps.

NFALLC and Nuveen Asset Management may use derivative instruments to seek to enhance return, to hedge some of the risk of the Fund s
investments in municipal securities or as a substitute for a position in the underlying asset. These types of strategies may generate taxable
income.

There is no assurance that these derivative strategies will be available at any time or that NFALLC and Nuveen Asset Management will
determine to use them for the Fund or, if used, that the strategies will be successful.

Other Investment Companies

The Fund may invest up to 10% of its Managed Assets in securities of other open- or closed-end investment companies (including
exchange-traded funds ( ETFs )) that invest primarily in municipal securities of the types in which the Fund may invest directly. In addition, the
Fund may invest a portion of its Managed Assets in pooled investment vehicles (other than investment companies) that invest primarily in
municipal securities of the types in which the Fund may invest directly. The Fund generally expects that it may invest in other investment
companies and/or other pooled investment vehicles either during periods when it has large amounts of uninvested cash, such as the period

shortly after the Fund receives the proceeds of the offering of its Common Shares, or during periods when there is a shortage of attractive,
high-yielding municipal securities available in the market. The Fund may invest in investment companies that are advised by NFALLC, Nuveen
Asset Management or their respective affiliates to the extent permitted by applicable law and/or pursuant to exemptive relief from the U.S.
Securities and Exchange Commission (the SEC ). The Fund has not received or applied for, nor does it currently intend to apply for, any such
relief. As a stockholder in an investment company, the Fund will bear its ratable share of that investment company s expenses, and would remain
subject to payment of the Fund s advisory and administrative fees with respect to assets so invested. Common Shareholders would therefore be
subject to duplicative expenses to the extent the Fund invests in other investment companies.

Nuveen Asset Management will take expenses into account when evaluating the investment merits of an investment in an investment company
relative to available municipal security investments. In addition, the securities of other investment companies may also be leveraged and will
therefore be subject to the same leverage risks described herein. As described in the section entitled Risk Factors, the net asset value and market
value of leveraged shares will be more volatile and the yield to Common Shareholders will tend to fluctuate more than the yield generated by
unleveraged shares.
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Portfolio Turnover

The Fund may buy and sell municipal securities to accomplish its investment objectives in relation to actual and anticipated changes in interest
rates. The Fund also may sell one municipal security and buy another of comparable quality at about the same time to take advantage of what
Nuveen Asset Management believes to be a temporary price disparity between the two bonds that may result from imbalanced supply and
demand. The Fund also may engage in a limited amount of short-term trading, consistent with its investment objectives. The Fund may sell
securities in anticipation of a market decline (a rise in interest rates) or buy securities in anticipation of a market rise (a decline in interest rates)
and later sell them, but the Fund will not engage in trading solely to recognize a gain. The Fund will attempt to achieve its investment objectives
by prudently selecting California municipal securities with a view to holding them for investment. Although the Fund cannot accurately predict
its annual portfolio turnover rate, the Fund expects, though it cannot guarantee, that its annual portfolio turnover rate generally will not exceed
25% under normal circumstances. For the fiscal year ended February 29, 2016, the Fund s portfolio turnover rate was 15%. There are no limits
on the rate of portfolio turnover, and investments may be sold without regard to length of time held when investment considerations warrant
such action. A higher portfolio turnover rate results in correspondingly greater brokerage commissions and other transactional expenses that are
borne by the Fund. In addition, high portfolio turnover may result in the realization of net short term capital gains by the Fund which, when
distributed to shareholders, will be taxable as ordinary income. See Tax Matters.

USE OF LEVERAGE

The Fund uses leverage to seek to enhance total returns. Currently, the Fund employs financial leverage through its outstanding VRDP Shares,
which have seniority over the Common Shares. The Fund also invests in residual interest certificates of tender option bond trusts, also called
inverse floating rate securities, that have the economic effect of leverage because the Fund s investment exposure to the underlying bonds held by
the trust have been effectively financed by the trust s issuance of floating rate certificates. See Inverse Floating Rate Securities and Risk
Factors Inverse Floating Rate Securities. The combined economic effect of the total leverage used by the Fund is referred to herein as effective
leverage.

For the fiscal year ended February 29, 2016, the average liquidation preference of the VRDP Shares outstanding and the annual dividend rate on
the VRDP Shares were $699.6 million and 0.12% respectively. As of February 29, 2016, the Fund s effective leverage was approximately 35% of
its Managed Assets.

During the current fiscal period, the Fund, along with certain other funds managed by the Adviser ( Participating Funds ), established a 364-day,
$2.53 billion standby credit facility with a group of lenders, under which the Participating Funds may borrow for various purposes other than
leveraging for investment purposes. A large portion of this facility s capacity (and its associated costs as described below) is currently dedicated
for use by a small number of Participating Funds, which does not include the Fund. The remaining capacity under the facility (and the
corresponding portion of the facility s annual costs) is separately dedicated to most of the other open-end funds in the Nuveen fund family, along
with a number of Nuveen closed-end funds, including the Fund. The credit facility expires in July 2016 unless extended or renewed. During the
current fiscal period, the Fund did not utilize this facility.

The timing and terms of any leverage transactions is determined by the Fund s Board. The Fund will seek to invest the proceeds from financial
leverage in a manner consistent with the Fund s objectives and policies. Leverage involves special risks. See Risk Factors Leverage Risk. There is
no assurance that the Fund s leveraging strategy will be successful.

Following an offering of additional Common Shares from time to time, the Fund s leverage ratio will decrease as a result of the increase in net
assets attributable to Common Shares. A lower leverage ratio may result in either lower (or higher) returns to Common Shareholders over a
period of time to the extent that net returns on

52



Edgar Filing: NUVEEN CALIFORNIA DIVIDEND ADVANTAGE MUNICIPAL FUND - Form 497

4

53



Edgar Filing: NUVEEN CALIFORNIA DIVIDEND ADVANTAGE MUNICIPAL FUND - Form 497

the Fund s investment portfolio exceed (or fall below) its cost of leverage over that period. Any change in returns may impact the level of the
Fund s distributions.

The Fund s investments in inverse floating rate securities pay dividends at rates based on short-term periods, which are reset periodically. So long
as the Fund s portfolio is invested in securities that provide a higher rate of return than the Fund s cost of leverage (after taking expenses into
consideration), the leverage will cause you to receive a higher current rate of return than if the Fund were not leveraged.

Changes in the value of the Fund s bond portfolio, including costs attributable to preferred shares will be borne entirely by the Common
Shareholders. If there is a net decrease (or increase) in the value of the Fund s investment portfolio, the leverage will decrease (or increase) the
net asset value per Common Share to a greater extent than if the Fund were not leveraged.

The Fund pays NFALLC (which in turn pays a portion of its fees to Nuveen Asset Management) a management fee based on a percentage of
Managed Assets. Managed Assets for this purpose includes the proceeds realized from the Fund s use of financial leverage. See Management of
the Fund Investment Management Agreements. NFALLC and Nuveen Asset Management will base its decision whether and how much to
leverage the Fund based solely on its assessment of whether such use of leverage will advance the Fund s investment objective. NFALLC and
Nuveen Asset Management will be responsible for using leverage to achieve the Fund s investment objective. However, the fact that a decision to
increase the Fund s leverage will have the effect of increasing Managed Assets and therefore NFALLC s management fee, as well as the portion
payable to Nuveen Asset Management, means that NFALLC and Nuveen Asset Management may have an incentive to increase the Fund s use of
leverage. NFALLC and Nuveen Asset Management will seek to manage that incentive by only increasing the Fund s use of leverage when it
determines that such increase is consistent with the Fund s investment objective, and by periodically reviewing the Fund s performance and use of
leverage with the Fund s Board of Trustees.

For tax purposes, the Fund is currently required to allocate net capital gain and other taxable income, if any, between the Common Shares and
preferred shares, including VRDP Shares, in proportion to total dividends paid to each class for the year in which the net capital gain or other
taxable income is realized. If net capital gain or other taxable income is allocated to preferred shares (instead of solely tax-exempt income), the
Fund will likely have to pay higher total dividends to preferred shareholders or make special payments to preferred shareholders to compensate
them for the increased tax liability. This would reduce the total amount of dividends paid to the Common Shareholders.

Under the 1940 Act, the Fund is not permitted to issue preferred shares unless immediately after such issuance, the value of the Fund s asset
coverage is at least 200% of the liquidation value of the outstanding preferred shares (i.e., such liquidation value may not exceed 50% of the
Fund s asset coverage). In addition, the Fund is not permitted to declare any cash dividend or other distribution on its Common Shares unless, at
the time of such declaration, the value of the Fund s asset coverage less liabilities other than borrowings is at least 200% of such liquidation
value. The Fund intends, to the extent possible, to purchase or redeem preferred shares, including VRDP Shares, from time to time to the extent
necessary in order to maintain coverage of any preferred shares of at least 200%. When the Fund has preferred shares outstanding, two of the
Fund s trustees will be elected by the holders of preferred shares, voting separately as a class. The remaining trustees of the Fund are elected by
holders of Common Shares and preferred shares voting together as a single class. In the event the Fund fails to pay dividends on preferred shares
on for two years, preferred shareholders would be entitled to elect a majority of the trustees of the Fund.

The Fund may be subject to certain restrictions imposed by either guidelines of one or more rating agencies that may issue ratings for preferred
shares. These guidelines may impose asset coverage or portfolio composition requirements that are more stringent than those imposed on the
Fund by the 1940 Act. It is not anticipated that these covenants or guidelines will impede NFALLC and Nuveen Asset Management from
managing the Fund s portfolio in accordance with the Fund s investment objectives and policies. In addition to other considerations, to
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the extent that the Fund believes that the covenants and guidelines required by the rating agencies or lenders would impede its ability to meet its
investment objective, or if the Fund is unable to obtain the rating on preferred shares (also expected to be at least AA/Aa), the Fund will not
issue preferred shares, including additional VRDP Shares.

Assuming the utilization of leverage through the use of preferred shares in the aggregate amount of approximately 32% of the Fund s Managed
Assets, at an aggregate cost of leverage of 1.50%, the income generated by the Fund s portfolio (net of non-leverage expenses) must exceed
0.48% in order to cover such costs of leverage. Of course, these numbers are merely estimates, used for illustration. Actual costs of leverage may
vary frequently and may be significantly higher or lower than the rate estimated above.

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

The following table is furnished in response to requirements of the SEC. It is designed to illustrate the effect of leverage on Common Share total
return, assuming investment portfolio total returns (comprised of income and changes in the value of bonds held in the Fund s portfolio net of
expenses) at the assumed portfolio total return rates provided in the table. These assumed investment portfolio returns are hypothetical figures
and are not necessarily indicative of the investment portfolio returns expected to be experienced by the Fund. The table further reflects the use of
leverage through preferred shares representing 32% of the Fund s total capital as well as an estimated aggregate cost of 1.35% on the Fund s
leverage. See Risk Factors Leverage Risk and Use of Leverage.

Assumed Portfolio Total Return -10% -5% 0% 5% 10%
Common Shares Total Return -15.41% -8.06% -0.71% 6.65% 14.00%

Common Share total return is composed of two elements the Common Share dividends paid by the Fund (the amount of which is largely
determined by the net investment income of the Fund after paying dividends on VRDP Shares and other expenses associated with outstanding
VRDP shares) and gains or losses on the value of the securities the Fund owns. As required by SEC rules, the table assumes that the Fund is
more likely to suffer capital losses than capital appreciation. For example, to assume a total return of 0%, the Fund must assume that the
tax-exempt interest it receives on its municipal securities investments is entirely offset by losses in the value of those securities.
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RISK FACTORS

Risk is inherent in all investing. Investing in any investment company security involves risk, including the risk that you may receive little or no
return on your investment or even that you may lose part or all of your investment. Therefore, before investing you should consider carefully the
following risks that you assume when you invest in Common Shares.

Investment and Market Risk

An investment in the Fund s Common Shares is subject to investment risk, including the possible loss of the entire principal amount that you
invest. Your investment in Common Shares represents an indirect investment in the municipal securities owned by the Fund, which generally
trade in the over-the-counter markets. Your Common Shares at any point in time may be worth less than your original investment, even after
taking into account the reinvestment of Fund dividends and distributions. In addition, if the current national economic downturn deteriorates into
a prolonged recession, the ability of municipalities to collect revenue and service their obligations could be materially and adversely affected.

Recent Market Circumstances

In the recent past, the debt and equity capital markets in the United States were negatively impacted by significant write-offs in the financial
services sector relating to sub-prime mortgages and the re-pricing of credit risk in the broadly syndicated market, among other things. In
addition, domestic and international markets have experienced acute turmoil due to a variety of factors, including economic unrest in Italy,
Greece, Spain, Ireland, Portugal, other EU countries and China. These events, along with the downgrade to the U.S. credit rating, deterioration
of the housing market, the failure of major financial institutions and the resulting U.S. federal government actions (as well as the actions of many
governments or quasigovernmental organizations throughout the world, which responded to the turmoil with a variety of significant fiscal and
monetary policy changes) led in the recent past, and may lead in the future, to worsening general economic circumstances, which did, and could,
materially and adversely impact the broader financial and credit markets and reduce the availability of debt and equity capital for the market as a
whole and financial firms in particular. These events may increase the volatility of the value of securities owned by the Fund and/or result in
sudden and significant valuation decreases in its portfolio. These events also may make it more difficult for the Fund to accurately value its
securities or to sell its securities on a timely basis. In addition, illiquidity and volatility in the credit markets may directly and adversely affect the
setting of the Fund s distribution rates on its Common Shares.

While the extreme volatility and disruption that U.S. and global markets experienced for an extended period of time beginning in 2007 and 2008
has generally subsided, uncertainty and periods of volatility remain, and risks to a robust resumption of growth persist. Federal Reserve policy,
including with respect to certain interest rates, as well as the decision to cease purchasing securities pursuant to quantitative easing, may cause
interest rates to rise and may adversely affect the value, volatility and liquidity of dividend and interest paying securities. Market volatility,
rising interest rates and/or a return to unfavorable economic circumstances could impair the Fund s ability to achieve its investment objectives.

General market uncertainty and consequent re-pricing of risk have led to market imbalances of sellers and buyers, which in turn have resulted in
significant valuation uncertainties in a variety of securities and significant and rapid value decline in certain instances. Additionally, periods of
market volatility remain, and may continue to occur in the future, in response to various political, social and economic events both within and
outside of the United States. These circumstances resulted in, and in many cases continue to result in, greater price volatility, less liquidity,
widening credit spreads and a lack of price transparency, with many securities remaining illiquid and of uncertain value. Such market
circumstances may make valuation of some of the Fund s investments uncertain and/or result in sudden and significant valuation increases or
declines in its holdings. If there is a significant decline in the value of the Fund s portfolio, this may impact the asset coverage levels for any
outstanding leverage the Fund may have.
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Market Disruption and Geopolitical Risk

The aftermath of the war in Iraq, instability in Afghanistan, Pakistan, Egypt, Libya, Syria, Russia, Ukraine and the Middle East, possible terrorist
attacks in the United States and around the world, growing social and political discord in the United States, the European debt crisis, the
response of the international community through economic sanctions and otherwise to Russia s recent annexation of the Crimea region of Ukraine
and posture vis-a-vis Ukraine, further downgrade of U.S. Government securities and other similar events, may have long-term effects on the
U.S. and worldwide financial markets and may cause further economic uncertainties in the United States and worldwide. The Fund does not
know and cannot predict how long the securities markets may be affected by these events and the effects of these and similar events in the future
on the U.S. economy and securities markets. The Fund may be adversely affected by abrogation of international agreements and national laws
which have created the market instruments in which the Fund may invest, failure of the designated national and international authorities to
enforce compliance with the same laws and agreements, failure of local, national and international organization to carry out their duties
prescribed to them under the relevant agreements, revisions of these laws and agreements which dilute their effectiveness or conflicting
interpretation of provisions of the same laws and agreements. The Fund may be adversely affected by uncertainties such as terrorism,
international political developments, and changes in government policies, taxation, restrictions on foreign investment and currency repatriation,
currency fluctuations and other developments in the laws and regulations of the countries in which it is invested.

Legislation and Regulatory Risk

At any time after the date of this prospectus, legislation or additional regulations may be enacted that could negatively affect the assets of the
Fund, securities held by the Fund or the issuers of such securities. Changing approaches to regulation may have a negative impact on the entities
and/or securities in which the Fund invests. Legislation or regulation may also change the way in which the Fund itself is regulated. Fund
shareholders may incur increased costs resulting from such legislation or additional regulation. There can be no assurance that future legislation,
regulation or deregulation will not have a material adverse effect on the Fund or will not impair the ability of the Fund to achieve its investment
objectives.

For example, the Dodd-Frank Wall Street Reform and Consumer Protection Act (the Dodd-Frank Act ) is designed to impose stringent regulation
on the over-the-counter derivatives market in an attempt to increase transparency and accountability and provides for, among other things, new
clearing, execution, margin, reporting, recordkeeping, business conduct, disclosure, position limit, minimum net capital and registration
requirements. Although the U.S. Commodity Futures Trading Commission ( CFTC ) has released final rules under the Dodd- Frank Act, many of
the provisions are subject to further final rulemaking, and thus the Dodd-Frank Act s ultimate impact remains unclear.

The SEC also indicated that it may adopt new policies on the use of derivatives by registered investment companies. Such policies could affect
the nature and extent of derivatives use by the Fund. While the nature of any such regulations is uncertain at this time, it is possible that such
regulations could limit the implementation of the Fund s use of derivatives, which could have an adverse impact on the Fund.

Additionally, the Fund is operated by persons who have claimed an exclusion, granted to operators of registered investment companies like the

Fund, from registration as a commodity pool operator under Rule 4.5 promulgated by the CFTC pursuant to its authority under the Commodity
Exchange Act ( CEA ) and, therefore, is not subject to registration or regulation as a commodity pool operator. As a result, the Fund is limited in
its ability to use commodity futures (which include futures on broad-based securities indexes and interest rate futures) or options on commodity
futures, engage in swaps transactions or make certain other investments (whether directly or indirectly through investments in other investment
vehicles) for purposes other than bona fide hedging. With respect to transactions other than for bona fide hedging purposes, either: (1) the

aggregate initial margin and premiums required to establish the Fund s positions in such investments may not exceed 5% of the liquidation value

of the Fund s portfolio (after accounting for unrealized profits and unrealized losses on any

58



Edgar Filing: NUVEEN CALIFORNIA DIVIDEND ADVANTAGE MUNICIPAL FUND - Form 497

46

59



Edgar Filing: NUVEEN CALIFORNIA DIVIDEND ADVANTAGE MUNICIPAL FUND - Form 497

such investments); or (2) the aggregate net notional value of such instruments, determined at the time the most recent position was established,
may not exceed 100% of the liquidation value of the Fund s portfolio (after accounting for unrealized profits and unrealized losses on any such
positions). In addition to meeting one of the foregoing trading limitations, the Fund may not market itself as a commodity pool or otherwise as a
vehicle for trading in the futures, options or swaps markets. If the Fund does not continue to claim the exclusion, it would likely become subject
to registration and regulation as a commodity pool operator. The Fund may incur additional expenses as a result of the CFTC s registration and
regulatory requirements.

Market Discount from Net Asset Value

Shares of closed-end investment companies like the Fund have during some periods traded at prices higher than net asset value and have during
other periods traded at prices lower than net asset value. The Fund cannot predict whether Common Shares will trade at, above or below net
asset value. This characteristic is a risk separate and distinct from the risk that the Fund s net asset value could decrease as a result of investment
activities. Investors bear a risk of loss to the extent that the price at which they sell their shares is lower in relation to the Fund s net asset value
than at the time of purchase, assuming a stable net asset value. Proceeds from the sale of Common Shares in this offering will be reduced by
transaction costs (if applicable, which vary depending on the offering method used). The Common Shares are designed primarily for long-term
investors, and you should not view the Fund as a vehicle for trading purposes.

Credit and Below Investment Grade Risk

Credit risk is the risk that one or more municipal securities in the Fund s portfolio will decline in price, or the issuer thereof will fail to pay
interest or principal when due, because the issuer of the security experiences a decline in its financial status. In general, lower-rated municipal
securities carry a greater degree of risk that the issuer will lose its ability to make interest and principal payments, which could have a negative
impact on the Fund s net asset value or dividends. Credit risk is increased when a portfolio security is downgraded or the perceived
creditworthiness of the issuer deteriorates. The Fund may invest up to 20% of its Managed Assets in municipal securities that are rated below
investment grade at the time of investment or that are unrated but judged to be of comparable quality by Nuveen Asset Management. No more
than 10% of the Fund s Managed Assets may be invested in municipal securities rated below B3/B- or that are unrated but judged to be of
comparable quality by Nuveen Asset Management. If a municipal security satisfies the rating requirements described above at the time of
investment and is subsequently downgraded below that rating, the Fund will not be required to dispose of the security. If a downgrade occurs,
Nuveen Asset Management will consider what action, including the sale of the security, is in the best interests of the Fund and its shareholders.
This means that the Fund may invest in municipal securities that are involved in bankruptcy or insolvency proceedings or are experiencing other
financial difficulties at the time of acquisition (such securities are commonly referred to as distressed securities). Municipal securities of below
investment grade quality, commonly referred to as junk bonds, are regarded as having predominately speculative characteristics with respect to
capacity to pay interest and repay principal when due, are susceptible to default or decline in market value due to adverse economic and business
developments. Also, to the extent that the rating assigned to a municipal security in the Fund s portfolio is downgraded by any NRSRO, the
market price and liquidity of such security may be adversely affected. The market values for municipal securities of below investment grade
quality tend to be volatile, and these securities are less liquid than investment grade municipal securities. For these reasons, an investment in the
Fund, compared with a portfolio consisting solely of investment grade securities, may experience the following:

increased price sensitivity resulting from changing interest rates and/or a deteriorating economic environment;

greater risk of loss due to default or declining credit quality;

adverse issuer specific events that are more likely to render the issuer unable to make interest and/or principal payments; and
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the possibility that a negative perception of the below investment grade market develops, resulting in the price and liquidity of below
investment grade securities becoming depressed, and this negative perception could last for a significant period of time.

Adverse changes in economic conditions are more likely to lead to a weakened capacity of a below investment grade issuer to make principal
payments and interest payments compared to an investment grade issuer. The principal amount of below investment grade securities outstanding
has proliferated in the past decade as an increasing number of issuers have used below investment grade securities for financing. The current
downturn may severely affect the ability of highly leveraged issuers to service their debt obligations or to repay their obligations upon maturity.
As the national economy experiences the current economic downturn, resulting in decreased tax and other revenue streams of municipal issuers,
or in the event interest rates rise sharply, increasing the interest cost on variable rate instruments and negatively impacting economic activity, the
number of defaults by below investment grade municipal issuers is likely to increase. Similarly, downturns in profitability in specific industries
could adversely affect private activity bonds. The market values of lower quality debt securities tend to reflect individual developments of the
issuer to a greater extent than do higher quality securities, which react primarily to fluctuations in the general level of interest rates. Factors
having an adverse impact on the market value of lower quality securities may have an adverse impact on the Fund s net asset value and the
market value of its Common Shares. In addition, the Fund may incur additional expenses to the extent it is required to seek recovery upon a
default in payment of principal or interest on its portfolio holdings. In certain circumstances, the Fund may be required to foreclose on an issuer s
assets and take possession of its property or operations. In such circumstances, the Fund would incur additional costs in disposing of such assets
and potential liabilities from operating any business acquired.

The secondary market for below investment grade securities may not be as liquid as the secondary market for more highly rated securities, a
factor that may have an adverse effect on the Fund s ability to dispose of a particular security. There are fewer dealers in the market for below
investment grade municipal securities than the market for investment grade municipal securities. The prices quoted by different dealers for
below investment grade municipal securities may vary significantly, and the spread between the bid and ask price is generally much larger for
below investment grade municipal securities than for higher quality instruments. Under adverse market or economic conditions, the secondary
market for below investment grade securities could contract further, independent of any specific adverse changes in the condition of a particular
issuer, and these instruments may become illiquid. As a result, the Fund could find it more difficult to sell these securities or may be able to sell
the securities only at prices lower than if such securities were widely traded. Prices realized upon the sale of such lower rated or unrated
securities, under these circumstances, may be less than the prices used in calculating the Fund s net asset value.

Issuers of such below investment grade securities are highly leveraged and may not have available to them more traditional methods of
financing. Therefore, the risk associated with acquiring the securities of such issuers generally is greater than is the case with higher rated
securities. For example, during an economic downturn or a sustained period of rising interest rates, highly leveraged issuers of below investment
grade securities may experience financial stress. During such periods, such issuers may not have sufficient revenues to meet their interest
payment obligations. The issuer s ability to service its debt obligations also may be adversely affected by specific developments, the issuer s
inability to meet specific projected forecasts or the unavailability of additional financing. The risk of loss from default by the issuer is
significantly greater for the holders of below investment grade securities because such securities are generally unsecured and are often
subordinated to other creditors of the issuer. Prices and yields of below investment grade securities will fluctuate over time and, during periods
of economic uncertainty, volatility of below investment grade securities may adversely affect the Fund s net asset value. In addition, investments
in below investment grade zero coupon bonds rather than income- bearing below investment grade securities, may be more speculative and may
be subject to greater fluctuations in value due to changes in interest rates.

The Fund may invest in distressed securities, which are securities issued by companies that are involved in bankruptcy or insolvency
proceedings or are experiencing other financial difficulties at the time of acquisition by
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the Fund. The issuers of such securities may be in transition, out of favor, financially leveraged or troubled, or potentially troubled, and may be
or have recently been involved in major strategic actions, restructurings, bankruptcy, reorganization or liquidation. These characteristics of these
companies can cause their securities to be particularly risky, although they also may offer the potential for high returns. These companies
securities may be considered speculative, and the ability of the companies to pay their debts on schedule could be affected by adverse interest
rate movements, changes in the general economic climate, economic factors affecting a particular industry or specific developments within the
companies. Distressed securities frequently do not produce income while they are outstanding and may require the Fund to bear certain
extraordinary expenses in order to protect and recover its investment.

Investments in lower rated or unrated securities may present special tax issues for the Fund to the extent that the issuers of these securities
default on their obligations pertaining thereto, and the federal income tax consequences to the Fund as a holder of such distressed securities may
not be clear.

Interest Rate Risk

Generally, when market interest rates rise, bond prices fall, and vice versa. Interest rate risk is the risk that the municipal securities in the Fund s
portfolio will decline in value because of increases in market interest rates. As interest rates decline, issuers of municipal securities may prepay
principal earlier than scheduled, forcing the Fund to reinvest in lower-yielding securities and potentially reducing the Fund s income. As interest
rates increase, slower than expected principal payments may extend the average life of securities, potentially locking in a below-market interest
rate and reducing the Fund s value. In typical market interest rate environments, the prices of longer-term municipal securities generally fluctuate
more than prices of shorter-term municipal securities as interest rates change. Because the Fund invests primarily in longer-term municipal
securities, the Common Shares net asset value and market price per share will fluctuate more in response to changes in market interest rates than
if the Fund invested primarily in shorter-term municipal securities. Because the values of lower-rated and comparable unrated debt securities are
affected both by credit risk and interest rate risk, the price movements of such lower grade securities typically have not been highly correlated to
the fluctuations of the prices of investment grade quality securities in response to changes in market interest rates. The Fund s use of leverage, as
described herein, will also tend to increase Common Shares interest rate risk.

Municipal Securities Market Risk

Investing in the municipal securities market involves certain risks. The municipal market is one in which dealer firms make markets in bonds on
a principal basis using their proprietary capital, and during the recent market turmoil these firms capital was severely constrained. As a result,
some firms were unwilling to commit their capital to purchase and to serve as a dealer for municipal bonds. The amount of public information
available about the municipal securities in the Fund s portfolio is generally less than that for corporate equities or bonds, and the investment
performance of the Fund may therefore be more dependent on the analytical abilities of Nuveen Asset Management than if the Fund were a

stock fund or taxable bond fund. The secondary market for municipal securities, particularly the below investment grade bonds in which the

Fund may invest, also tends to be less well-developed or liquid than many other securities markets, which may adversely affect the Fund s ability
to sell its municipal securities at attractive prices or at prices approximating those at which the Fund currently values them.

The ability of municipal issuers to make timely payments of interest and principal may be diminished during general economic downturns and as
governmental cost burdens are reallocated among federal, state and local governments. In addition, laws enacted in the future by Congress or
state legislatures or referenda could extend the time for payment of principal and/or interest, or impose other constraints on enforcement of such
obligations, or on the ability of municipalities to levy taxes. Issuers of municipal securities might seek protection under the bankruptcy laws. In
the event of bankruptcy of such an issuer, the Fund could experience delays in collecting principal and interest and the Fund may not, in all
circumstances, be able to collect all principal and interest to
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which it is entitled. To enforce its rights in the event of a default in the payment of interest or repayment of principal, or both, the Fund may take
possession of and manage the assets securing the issuer s obligations on such securities, which may increase the Fund s operating expenses. Any
income derived from the Fund s ownership or operation of such assets may not be tax-exempt.

Reinvestment Risk

Reinvestment risk is the risk that income from the Fund s portfolio will decline if and when the Fund invests the proceeds from matured, traded
or called bonds at market interest rates that are below the portfolio s current earnings rate. A decline in income could affect the market price of
the Common Shares or their overall returns.

Leverage Risk

Leverage risk is the risk associated with the use of the Fund s outstanding preferred shares, including VRDP Shares, use of tender option bonds
to leverage the Common Shares or borrowings (if any). There can be no assurance that the Fund s leveraging strategy will be successful. Because
the long-term municipal securities in which the Fund invests generally pay fixed rates of interest while the Fund s costs of leverage generally
fluctuate with short- to intermediate-term yields, the incremental earnings from leverage will vary over time. However, the Fund may use
derivatives, such as interest rate swaps, to fix the effective rate paid on all or a portion of the Fund s leverage, in an effort to lower leverage costs
over an extended period. Accordingly, the Fund cannot assure you that the use of leverage will result in a higher yield or return to Common
Shareholders. The income benefit from leverage will be reduced to the extent that the difference narrows between the net earnings on the Fund s
portfolio securities and its cost of leverage. The income benefit from leverage will increase to the extent that the difference widens between the
net earnings on the Fund s portfolio securities and its cost of leverage. If short-term rates rise, the Fund s cost of leverage could exceed the fixed
rate of return on longer-term bonds held by the Fund that were acquired during periods of lower interest rates, reducing returns to Common
Shareholders. This could occur even if short-to intermediate-term and long-term municipal rates rise. Because of the costs of leverage, the Fund
may incur losses even if the Fund has positive returns, if they are not sufficient to cover the costs of leverage. The Fund s cost of leverage
includes the dividends paid on VRDP Shares, the expenses relating to the issuance and ongoing maintenance of any borrowings, and/or the
interest attributable to tender option bonds as well as any one-time costs (e.g., issuance costs) and ongoing fees and expenses associated with
such leverage.

The risk of loss attributable to the Fund s use of leverage is borne by Common Shareholders. The Fund s use of financial leverage can result in a
greater decrease in net asset values in declining markets. The Fund s use of financial leverage similarly can magnify the impact of changing
market conditions on Common Shares market prices. See  Inverse Floating Rate Securities Risk. Furthermore, the amount of fees paid to
NFALLC (which in turn pays a portion of its fees to Nuveen Asset Management) for investment advisory services will be higher if the Fund

uses leverage because the fees will be calculated based on the Fund s Managed Assets this may create an incentive for NFALLC and Nuveen
Asset Management to leverage the Fund. The Fund is required to maintain certain regulatory and rating agency asset coverage requirements in
connection with its use of leverage, in order to be able to maintain the ability to declare and pay Common Shares distributions and to maintain

the VRDP Shares rating. An NRSRO could downgrade its ratings on the Fund s outstanding preferred shares, including VRDP Shares. A ratings
downgrade of the Fund s preferred shares may result in higher dividend rates and may also force the redemption of such preferred shares at what
might be an inopportune time in the market. These factors may result in reduced net earnings or returns to Common Shareholders.

In order to maintain required asset coverage levels, the Fund may be required to alter the composition of its investment portfolio or take other
actions, such as redeeming preferred shares, including VRDP shares, or prepaying borrowings with the proceeds from portfolio transactions, at
what might be an inopportune time in the market. Such actions could reduce the net earnings or returns to Common Shareholders over time.
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The Fund may invest in the securities of other investment companies, which may themselves be leveraged and therefore present similar risks to
those described above.

Concentration Risk in California Issuers

The Fund s policy of investing in municipal securities of issuers located in California makes the Fund more susceptible to the adverse economic,
political or regulatory occurrences affecting such issuers.

The information set forth below and the related information in Appendix A of this Prospectus is derived from sources that are generally available
to investors. The information is intended to give a recent historical description and is not intended to indicate future or continuing trends in the
financial or other positions of California. It should be noted that the creditworthiness of obligations issued by local California issuers may be
unrelated to the creditworthiness of obligations issued by the State of California, and that there is no obligation on the part of the State to make
payment on such local obligations in the event of default.

California s fiscal situation heightens the risk of investing in bonds issued by the State and its political subdivisions, agencies, instrumentalities
and authorities, including the risk of default, and also heightens the risk that the prices of California municipal securities, and the Fund s net asset
value, will experience greater volatility. As of April 2016, California general obligation bonds were rated Aa3 by Moody s, AA- by S&P and A+
by Fitch. There can be no assurance that such ratings will be maintained in the future. The State s credit rating, and any future revisions or
withdrawal of a credit rating, could have a negative effect on the market price of the State s general obligation bonds, as well as notes and bonds
issued by California s public authorities and local governments. Lower credit ratings make it more expensive for the State to raise revenue, and in
some cases, could prevent the State from issuing general obligation bonds in the quantity otherwise desired. Further, downgrades can negatively
impact the marketability and price of securities in the Fund s portfolio.

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

Inverse Floating Rate Securities Risk

The Fund may invest in inverse floating rate securities. Typically, inverse floating rate securities represent beneficial interests in a special

purpose trust (sometimes called a tender option bond trust ) formed by a third party sponsor for the purpose of holding municipal bonds. See The
Fund s Investments Municipal Securities Inverse Floating Rate Securities. In general, income on inverse floating rate securities will decrease when
interest rates increase and increase when interest rates decrease. Investments in inverse floating rate securities may subject the Fund to the risks

of reduced or eliminated interest payments and losses of principal.

The Fund may invest in inverse floating rate securities issued by special purpose trusts that have recourse to the Fund. In Nuveen Asset
Management s discretion, the Fund may enter into a separate shortfall and forbearance agreement with the third party sponsor of a special
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purpose trust. The Fund may enter into such recourse agreements (i) when the liquidity provider to the special purpose trust requires such an
agreement because the level of leverage in the trust exceeds the level that the liquidity provider is willing to support absent such an agreement;
and/or (ii) to seek to prevent the liquidity provider from collapsing the trust in the event that the municipal obligation held in the trust has
declined in value. Such an agreement would require the Fund to
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reimburse the third party sponsor of the trust, upon termination of the trust issuing the inverse floater, the difference between the liquidation
value of the bonds held in the trust and the principal amount due to the holders of floating rate interests. In such instances, the Fund may be at
risk of loss that exceeds its investment in the inverse floating rate securities.

Inverse floating rate securities may increase or decrease in value at a greater rate than the underlying interest rate, which effectively leverages
the Fund s investment. As a result, the market value of such securities generally will be more volatile than that of fixed rate securities.

The Fund s investments in inverse floating rate securities issued by special purpose trusts that have recourse to the Fund may be highly
leveraged. The structure and degree to which the Fund s inverse floating rate securities are highly leveraged will vary based upon a number of
factors, including the size of the trust itself and the terms of the underlying municipal security. An inverse floating rate security generally is
considered highly leveraged if the principal amount of the short-term floating rate interests issued by the related special purpose trust has a three
to one gearing to the principal amount of the inverse floating rate securities owned by the trust. In the event of a significant decline in the value
of an underlying security, the Fund may suffer losses in excess of the amount of its investment (up to an amount equal to the value of the
municipal securities underlying the inverse floating rate securities) as a result of liquidating special purpose trusts or other collateral required to
maintain the Fund s anticipated effective leverage ratio.

The Fund s investment in inverse floating rate securities will create effective leverage. Any effective leverage achieved through the Fund s
investment in inverse floating rate securities will create an opportunity for increased Common Share net income and returns, but will also create
the possibility that Common Share long-term returns will be diminished if the cost of leverage exceeds the return on the inverse floating rate
securities purchased by the Fund.

The amount of fees paid to Nuveen Asset Management for investment advisory services will be higher if the Fund uses leverage because the fees
will be calculated based on the Fund s managed assets this may create an incentive for Nuveen Asset Management to leverage the Fund. Managed
assets means the total assets of the Fund, minus the sum of its accrued liabilities (other than liabilities incurred for the express purpose of

creating effective leverage). Total assets for this purpose shall include assets attributable to the Fund s use of effective leverage (whether or not
those assets are reflected in the Fund s financial statements for purposes of generally accepted accounting principles), such as, but not limited to,
the portion of assets in special purpose trusts of which the Fund owns the inverse floater certificates that has been effectively financed by the

trust s issuance of floating rate certificates.

There is no assurance that the Fund s strategy of investing in inverse floating rate securities will be successful.

Inverse floating rate securities have varying degrees of liquidity based, among other things, upon the liquidity of the underlying securities
deposited in a special purpose trust. The market price of inverse floating rate securities is more volatile than the underlying securities due to
leverage. The leverage attributable to such inverse floating rate securities may be called away on relatively short notice and therefore may be
less permanent than more traditional forms of leverage. In certain circumstances, the likelihood of an increase in the volatility of net asset value
and market price of the Common Shares may be greater for a fund (like the Fund) that relies primarily on inverse floating rate securities to
achieve a desired effective leverage ratio. The Fund may be required to sell its inverse floating rate securities at less than favorable prices, or
liquidate other Fund portfolio holdings in certain circumstances, including, but not limited to, the following:

If the Fund has a need for cash and the securities in a special purpose trust are not actively trading due to adverse market conditions;

If special purpose trust sponsors (as a collective group or individually) experience financial hardship and consequently seek to
terminate their respective outstanding trusts; and
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If the value of an underlying security declines significantly (to a level below the notional value of the floating rate securities issued by
the trust) and if additional collateral has not been posted by the Fund.

Insurance Risk

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

Tax Risk

To qualify for the favorable U.S. federal income tax treatment generally accorded to regulated investment companies, among other things, the
Fund must derive in each taxable year at least 90% of its gross income from certain prescribed sources and satisfy a diversification test on a
quarterly basis. If the Fund fails to satisfy the qualifying income or diversification requirements in any taxable year, the Fund may be eligible for
relief provisions if the failures are due to reasonable cause and not willful neglect and if a penalty tax is paid with respect to each failure to
satisty the applicable requirements. Additionally, relief is provided for certain de minimis failures of the diversification requirements where the
Fund corrects the failure within a specified period. In order to be eligible for the relief provisions with respect to a failure to meet the
diversification requirements, the Fund may be required to dispose of certain assets. If these relief provisions were not available to the Fund and it
were to fail to qualify for treatment as a regulated investment company for a taxable year, all of its taxable income (including its net capital gain)
would be subject to tax at regular corporate rates without any deduction for distributions to shareholders, and such distributions would be taxable
as ordinary dividends to the extent of the Fund s current and accumulated earnings and profits.

To qualify to pay exempt-interest dividends, which are treated as items of interest excludable from gross income for federal income tax

purposes, at least 50% of the value of the total assets of the Fund must consist of obligations exempt from regular income tax as of the close of
each quarter of the Fund s taxable year. If the proportion of taxable investments held by the Fund exceeds 50% of the Fund s total assets as of the
close of any quarter of a taxable year, the Fund will not for that taxable year satisfy the general eligibility test that otherwise permits it to pay
exempt-interest dividends.

The value of the Fund s investments and its net asset value may be adversely affected by changes in tax rates and policies. Because interest
income from municipal securities is normally not subject to regular federal income taxation, the attractiveness of municipal securities in relation
to other investment alternatives is affected by changes in federal income tax rates or changes in the tax-exempt status of interest income from
municipal securities. Any proposed or actual changes in such rates or exempt status, therefore, can significantly affect the demand for and
supply, liquidity and marketability of municipal securities. This could in turn affect the Fund s net asset value and ability to acquire and dispose
of municipal securities at desirable yield and price levels. Additionally, the Fund is not a suitable investment for individual retirement accounts,
for other tax-exempt or tax-deferred accounts or for investors who are not sensitive to the federal income tax consequences of their investments.
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Taxability Risk

The Fund invests in municipal securities in reliance at the time of purchase on an opinion of bond counsel to the issuer that the interest paid on
those securities will be excludable from gross income for federal income tax purposes, and Nuveen Asset Management will not independently
verify that opinion. Subsequent to the Fund s acquisition of such a municipal security, however, the security may be determined to pay, or to
have paid, taxable income. As a result, the treatment of dividends previously paid or to be paid by the Fund as exempt-interest dividends could
be adversely affected, subjecting the Fund s shareholders to increased federal income tax liabilities.

Distributions of ordinary taxable income (including any net short-term capital gain) will be taxable to shareholders as ordinary income (and not
eligible for favorable taxation as qualified dividend income ), and capital gain dividends will be taxable as long-term capital gains. See Tax
Matters.

Borrowing Risks

The Fund may borrow for temporary or emergency purposes, including to meet redemption requests, pay dividends, repurchase its shares, or

clear portfolio transactions. Borrowing may exaggerate changes in the net asset value of the Fund s shares and may affect the Fund s net income.
When the Fund borrows money, it must pay interest and other fees, which will reduce the fund s returns if such costs exceed the returns on the
portfolio securities purchased or retained with such borrowings. Any such borrowings are intended to be temporary. However, under certain
market conditions, including periods of low demand or decreased liquidity in the municipal bond market such borrowings might be outstanding
for longer periods of time.

Inflation Risk

Inflation risk is the risk that the value of assets or income from investment will be worth less in the future as inflation decreases the value of
money. As inflation increases, the real value of the dividends paid to VRDP Shareholders can decline, and the real value of Common Shares and
the distributions can decline. In addition, during any period of rising inflation, interest rates on borrowings would likely increase, which would
tend to further reduce returns to Common Shareholders.

Sector and Industry Risk

The Fund may invest up to 25% of its net assets in municipal securities in any one industry or in any one state of origin. In addition, subject to
the concentration limits of the Fund s investment policies and guidelines, the Fund may invest a significant portion of its net assets in certain
sectors of the municipal securities market, such as hospitals and other health care facilities, charter schools and other private educational
facilities, special taxing districts and start-up utility districts, and private activity bonds including industrial development bonds on behalf of
transportation companies such as airline companies, whose credit quality and performance may be more susceptible to economic, business,
political, regulatory and other developments than other sectors of municipal issuers. If the Fund invests a significant portion of its net assets in
the sectors noted above, the Fund s performance may be subject to additional risk and variability. To the extent that the Fund focuses its net
assets in the hospital and healthcare facilities sector, for example, the Fund will be subject to risks associated with such sector, including adverse
government regulation and reduction in reimbursement rates, as well as government approval of products and services and intense competition.
Securities issued with respect to special taxing districts will be subject to various risks, including real-estate development related risks and
taxpayer concentration risk. Further, the fees, special taxes or tax allocations and other revenues established to secure the obligations of
securities issued with respect to special taxing districts are generally limited as to the rate or amount that may be levied or assessed and are not
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subject to increase pursuant to rate covenants or municipal or corporate guarantees. Charter schools and other private educational facilities are
subject to various risks, including the reversal of legislation authorizing or funding charter schools, the failure to renew or secure a charter, the
failure of a funding entity to appropriate necessary funds and competition from alternatives such as
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voucher programs. Issuers of municipal utility securities can be significantly affected by government regulation, financing difficulties, supply
and demand of services or fuel and natural resource conservation. The transportation sector, including airports, airlines, ports and other
transportation facilities, can be significantly affected by changes in the economy, fuel prices, labor relations, insurance costs and government
regulation.

Special Risks Related to Certain Municipal Obligations

The Fund may invest in municipal leases and certificates of participation in such leases. Municipal leases and certificates of participation involve
special risks not normally associated with general obligations or revenue bonds. Leases and installment purchase or conditional sale contracts
(which normally provide for title to the leased asset to pass eventually to the governmental issuer) have evolved as a means for governmental
issuers to acquire property and equipment without meeting the constitutional and statutory requirements for the issuance of debt. The debt
issuance limitations are deemed to be inapplicable because of the inclusion in many leases or contracts of non-appropriation clauses that relieve
the governmental issuer of any obligation to make future payments under the lease or contract unless money is appropriated for such purpose by
the appropriate legislative body on a yearly or other periodic basis. In addition, such leases or contracts may be subject to the temporary
abatement of payments in the event the governmental issuer is prevented from maintaining occupancy of the leased premises or utilizing the
leased equipment. Although the obligations may be secured by the leased equipment or facilities, the disposition of the property in the event of
non-appropriation or foreclosure might prove difficult, time consuming and costly, and may result in a delay in recovering or the failure to fully
recover the Fund s original investment. In the event of non-appropriation, the issuer would be in default and taking ownership of the assets may
be a remedy available to the Fund, although the Fund does not anticipate that such a remedy would normally be pursued. To the extent that the
Fund invests in unrated municipal leases or participates in such leases, the credit quality rating and risk of cancellation of such unrated leases
will be monitored on an ongoing basis. Certificates of participation, which represent interests in unmanaged pools of municipal leases or
installment contracts, involve the same risks as the underlying municipal leases. In addition, the Fund may be dependent upon the municipal
authority issuing the certificates of participation to exercise remedies with respect to the underlying securities. Certificates of participation also
entail a risk of default or bankruptcy, both of the issuer of the municipal lease and also the municipal agency issuing the certificate of
participation.

Derivatives Risk, Including the Risk of Swaps

The Fund s use of derivatives involves risks different from, and possibly greater than, the risks associated with investing directly in the
investments underlying the derivatives. Whether the Fund s use of derivatives is successful will depend on, among other things, if NFALLC and
Nuveen Asset Management correctly forecast market values, interest rates and other applicable factors. If NFALLC and Nuveen Asset
Management incorrectly forecast these and other factors, the investment performance of the Fund will be unfavorably affected. In addition, the
derivatives market is largely unregulated. It is possible that developments in the derivatives market could adversely affect the Fund s ability to
successfully use derivative instruments.

The Fund may enter into debt-related derivatives instruments including credit swap default contracts and interest rate swaps. Like most
derivative instruments, the use of swaps is a highly specialized activity that involves investment techniques and risks different from those
associated with ordinary portfolio securities transactions. In addition, the use of swaps requires an understanding by NFALLC and Nuveen Asset
Management not only of the referenced asset, rate or index, but also of the swap itself. Because they are two-party contracts and because they
may have terms of greater than seven days, swap agreements may be considered to be illiquid. Moreover, the Fund bears the risk of loss of the
amount expected to be received under a swap agreement in the event of the default or bankruptcy of a swap agreement counterparty. It is

possible that developments in the swaps market, including potential government regulation, could adversely affect the Fund s ability to terminate
existing swap agreements or to realize amounts to be received under such agreements. The derivatives market is subject to a changing regulatory
environment. It is possible that regulatory or other developments in the derivatives market could adversely affect the Fund s ability to
successfully use derivative instruments. See also, Risk Factors Counterparty Risk, = Risk Factors Hedging Risk and the SAIL.
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Counterparty Risk

Changes in the credit quality of the companies that serve as the Fund s counterparties with respect to derivatives, insured municipal securities or
other transactions supported by another party s credit will affect the value of those instruments. Certain entities that have served as counterparties
in the markets for these transactions have recently incurred significant financial hardships including bankruptcy and losses as a result of

exposure to sub-prime mortgages and other lower quality credit investments that have experienced recent defaults or otherwise suffered extreme
credit deterioration. As a result, such hardships have reduced these entities capital and called into question their continued ability to perform
their obligations under such transactions. By using such derivatives or other transactions, the Fund assumes the risk that its counterparties could
experience similar financial hardships.

Hedging Risk

The Fund s use of derivatives or other transactions to reduce risk involves costs and will be subject to NFALLC and Nuveen Asset Management s
ability to predict correctly changes in the relationships of such hedge instruments to the Fund s portfolio holdings or other factors. No assurance
can be given that Nuveen Asset Management s judgment in this respect will be correct. In addition, no assurance can be given that the Fund will
enter into hedging or other transactions at times or under circumstances in which it may be advisable to do so.

Deflation Risk

Deflation risk is the risk that prices throughout the economy decline over time, which may have an adverse effect on the market valuation of
companies, their assets and revenues. In addition, deflation may have an adverse effect on the creditworthiness of issuers and may make issuer
default more likely, which may result in a decline in the value of the Fund s portfolio.

Illiquid Securities Risk

The Fund may invest in municipal securities and other instruments that, at the time of investment, are illiquid. [lliquid securities are securities
that are not readily marketable and may include some restricted securities, which are securities that may not be resold to the public without an
effective registration statement under the 1933 Act, if they are unregistered, may be sold only in a privately negotiated transaction or pursuant to
an exemption from registration. Illiquid securities involve the risk that the securities will not be able to be sold at the time desired by the Fund or
at prices approximating the value at which the Fund is carrying the securities on its books.

Call Risk

If interest rates fall, it is possible that issuers of callable bonds with higher interest coupons will call (or prepay) their bonds before their maturity
date. If a call were exercised by the issuer during a period of declining interest rates, the Fund is likely to replace such called security with a
lower yielding security.
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Impact of Offering Methods Risk

The issuance of Common Shares through the various methods described in the Prospectus may have an adverse effect on prices in the secondary
market for the Fund s Common Shares by increasing the number of Common Shares available for sale. In addition, the Common Shares may be
issued at a discount to the market price for such shares, which may put downward pressure on the market price for Common Shares of the Fund.
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Certain Affiliations

Certain broker-dealers may be considered to be affiliated persons of the Fund, NFALLC, TIAA and/or Nuveen Investments. Absent an
exemption from the SEC or other regulatory relief, the Fund is generally precluded from effecting certain principal transactions with affiliated
brokers, and its ability to purchase securities being underwritten by an affiliated broker or a syndicate including an affiliated broker, or to utilize
affiliated brokers for agency transactions, is subject to restrictions. The Fund has not applied for and does not currently intend to apply for such
relief. This could limit the Fund s ability to engage in securities transactions, purchase certain adjustable rate senior loans, if applicable, and take
advantage of market opportunities. In addition, unless and until the underwriting syndicate is broken in connection with the initial public

offering of the Common Shares, the Fund will be precluded from effecting principal transactions with brokers who are members of the

syndicate.

Anti-Takeover Provisions

The Fund s Declaration include provisions that could limit the ability of other entities or persons to acquire control of the Fund or convert the
Fund to open-end status. These provisions could have the effect of depriving the Common Shareholders of opportunities to sell their Common
Shares at a premium over the then current market price of the Common Shares. See Certain Provisions in the Declaration of Trust.

MANAGEMENT OF THE FUND

Trustees and Officers

The Board of Trustees is responsible for the management of the Fund, including supervision of the duties performed by NFALLC. The names
and business addresses of the Trustees and officers of the Fund and their principal occupations and other affiliations during the past five years
are set forth under Management of the Fund in the SAL

Investment Adviser, Sub-Adviser and Portfolio Manager

Investment Adviser. Nuveen Fund Advisors, LLC, the Fund s investment adviser, offers advisory and investment management services to a
broad range of mutual fund and closed-end fund clients. NFALLC is responsible for the Fund s overall investment strategy and its
implementation. NFALLC also is responsible for managing the Fund s business affairs and providing certain clerical, bookkeeping and other
administrative services.

NFALLC, 333 West Wacker Drive, Chicago, Illinois 60606, a registered investment adviser, is a wholly owned subsidiary of Nuveen
Investments. Founded in 1898, Nuveen Investments and its affiliates had approximately $225 billion of assets under management as of
December 31, 2015.
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Eligible assets do not include assets attributable to investments in other Nuveen funds or assets in excess of $2 billion added to the Nuveen fund
complex in connection with NFALLC s assumption of the management of the former First American Funds effective January 1, 2011. As of
February 29, 2016, the complex-level fee rate for the Fund was 0.1640%.

Nuveen Investments is a wholly-owned subsidiary of TIAA. TIAA is a national financial services organization with approximately $854 billion
in assets under management as of December 31, 2015, and is the leading provider of retirement services in the academic, research, medical and
cultural fields. Nuveen Investments operates as a separate subsidiary within TIAA s asset management business.
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Sub-Adviser. Nuveen Asset Management, LLC, 333 West Wacker Drive, Chicago, Illinois 60606, serves as the Fund s sub-adviser pursuant to
a sub-advisory agreement between NFALLC and Nuveen Asset Management. Nuveen Asset Management is a registered investment adviser, and
a wholly-owned subsidiary of NFALLC. Nuveen Asset Management oversees day-to-day investment operations of the Fund.

Portfolio Manager. Nuveen Asset Management is responsible for the execution of specific investment strategies and day-to-day investment
operations of the Fund. Nuveen Asset Management manages the funds using a team of analysts and portfolio managers that focuses on a specific
group of funds. The day-to-day operation of the Fund and the execution of its specific investment strategies is the primary responsibility of Scott
R. Romans, the designated portfolio manager of the Fund.

Scott R. Romans, PhD (the Portfolio Manager ), Senior Vice President of Nuveen Asset Management, joined Nuveen Investments in 2000 as a
senior analyst in the education sector. In 2003, he was assigned management responsibility for several closed- and open-ended municipal bond
funds. Currently, he manages investments for 14 Nuveen-sponsored investment companies. He holds an undergraduate degree from the
University of Pennsylvania and an MA and PhD from the University of Chicago.

Additional information about the Portfolio Manager s compensation, other accounts managed by the Portfolio Manager and the Portfolio
Manager s ownership of securities in the Fund is provided in the SAIL The SAl is available free of charge by calling (800) 257-8787 or by
visiting the Fund s website at www.nuveen.com. The information contained in, or that can be accessed through, the Fund s website is not part of
this Prospectus or the SAIL

Investment Management and Sub-Advisory Agreements

Investment Management Agreement. Pursuant to an investment management agreement between NFALLC and the Fund (the Investment
Management Agreement ), the Fund has agreed to pay an annual management fee for the services and facilities provided by NFALLC, payable
on a monthly basis, based on the sum of a fund-level fee and a complex-level fee, as described below.

Fund-Level Fee. The annual fund-level fee for the Fund, payable monthly, is calculated according to the following schedule:

Fund-Level

Average Daily Managed Assets) Fee Rate

For the first $125 million 0.4500%
For the next $125 million 0.4375%
For the next $250 million 0.4250%
For the next $500 million 0.4125%
For the next $1 billion 0.4000%
For managed assets over $2 billion 0.3750%

Complex-Level Fee. The annual complex-level fee for the Fund, payable monthly, is calculated according to the following schedule:

Complex-Level Managed Asset Breakpoint Level Effective Rate at
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Breakpoint Level
$55 billion 0.2000%
$56 billion 0.1996%
$57 billion 0.1989%
$60 billion 0.1961%
$63 billion 0.1931%
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Effective Rate at
Complex-Level Managed Asset Breakpoint Level» Breakpoint Level
$66 billion 0.1900%
$71 billion 0.1851%
$76 billion 0.1806%
$80 billion 0.1773%
$91 billion 0.1691%
$125 billion 0.1599%
$200 billion 0.1505%
$250 billion 0.1469%
$300 billion 0.1445%

M For the fund-level and complex-level fees, managed assets include closed-end fund assets managed by NFALLC that are attributable
to certain types of leverage. For these purposes, leverage includes the funds use of preferred stock and borrowings and certain
investments in the residual interest certificates (also called inverse floating rate securities) in tender option bond (TOB) trusts,
including the portion of assets held by a TOB trust that has been effectively financed by the trust s issuance of floating rate securities,
subject to an agreement by NFALLC as to certain funds to limit the amount of such assets for determining managed assets in certain
circumstances. The complex-level fee is calculated based upon the aggregate daily managed assets of all Nuveen funds that
constitute eligible assets. Eligible assets do not include assets attributable to investments in other Nuveen funds or assets in excess of
$2 billion added to the Nuveen Fund complex in connection with NFALLC s assumption of the management of the former First
American Funds effective January 1, 2011. As of February 29, 2016, the complex-level fee rate for the Fund was 0.1640%.

A discussion regarding the basis for the Board of Trustees decision to renew the Investment Management Agreement for the Fund may be found
in the Fund s semi-annual report to shareholders dated August 31 of each year.

In addition to the fee of NFALLC, the Fund pays all other costs and expenses of its operations, including compensation of its Trustees (other
than those affiliated with NFALLC and Nuveen Asset Management), custodian, transfer agency and dividend disbursing expenses, legal fees,
expenses of independent auditors, expenses of repurchasing shares, expenses associated with any borrowings, expenses of issuing any preferred
shares, expenses of preparing, printing and distributing shareholder reports, notices, proxy statements and reports to governmental agencies, and
taxes, if any. All fees and expenses are accrued daily and deducted before payment of dividends to investors.

Sub-Advisory Agreement. Pursuant to a sub-advisory agreement between NFALLC and Nuveen Asset Management (the Sub-Advisory
Agreement ), Nuveen Asset Management receives from NFALLC a management fee equal to 38.4615% of NFALLC s net management fee from
the Fund. NFALLC and Nuveen Asset Management retain the right to reallocate investment advisory responsibilities and fees between

themselves in the future.

A discussion regarding the basis for the Board of Trustees decision to approve the Sub-Advisory Agreement for the Fund may be found in the
Fund s semi-annual report to shareholders dated August 31 of each year.

NET ASSET VALUE

The Fund s net asset value per share is determined as of the close of regular session trading (normally 4:00 p.m., Eastern Time) on each day the
NYSE is open for business. Net asset value is calculated by taking the market value of the Fund s total assets, including interest or dividends
accrued but not yet collected, less all
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liabilities, and dividing by the total number of shares outstanding. The result, rounded to the nearest cent, is the net asset value per share. All
valuations are subject to review by the Fund s Board of Trustees or its delegate.

In determining net asset value, expenses are accrued and applied daily and securities and other assets for which market quotations are available
are valued at market value. The prices of municipal bonds are provided by a pricing service approved by the Fund s Board of Trustees. When
market price quotes are not readily available (which is usually the case for municipal securities), the pricing service, or, in the absence of a
pricing service for a particular security, the Board of Trustees of the Fund, or its designee, may establish fair market value using a wide variety
of market data including yields or prices of municipal bonds of comparable quality, type of issue, coupon, maturity and rating, market quotes or
indications of value from securities dealers, evaluations of anticipated cash flows or collateral, general market conditions and other information
and analysis, including the obligor s credit characteristics considered relevant by the pricing service or the Board of Trustees designee.
Exchange-listed securities are generally valued at the last sales price on the securities exchange on which such securities are primarily traded.
Securities traded on a securities exchange for which there are no transactions on a given day or securities not listed on a securities exchange are
valued at the mean of the closing bid and asked prices. Securities traded on Nasdaq are valued at the Nasdaq Official Closing Price. Temporary
investments in securities that have variable rate and demand features qualifying them as short-term investments are valued at amortized cost,
which approximates market value. See Net Asset Value in the SAI for more information.

DISTRIBUTIONS

The Fund pays regular monthly distributions to Common Shareholders at a level rate (stated in terms of a fixed cents per Common Shares
dividend rate) that reflects the past and projected performance of the Fund. Distributions can only be made from net investment income after
paying any accrued dividends to VRDP Shareholders or other preferred shareholders if additional preferred shares are issued in the future or
interest and required principal payments on borrowings.

The Fund s ability to maintain a level dividend rate will depend on a number of factors, including the rate at which dividends are payable on the
VRDP Shares. The net income of the Fund includes all interest income accrued on portfolio assets less all expenses of the Fund. Expenses of the
Fund are accrued each day. For each year, all or substantially all of the net investment income of the Fund will be distributed. At least annually,
the Fund also intends to distribute substantially all of its net capital gain (which is the excess of net long-term capital gain over net short-term
capital loss) and ordinary taxable income, if any, after paying any accrued dividends or making any liquidation payments to VRDP Shareholders
and any interest and required principal payment on borrowings. Although it does not now intend to do so, the Board of Trustees may change the
Fund s dividend policy and the amount or timing of the distributions, based on a number of factors, including the amount of the Fund s
undistributed net investment income and historical and projected investment income and the amount of the expenses and dividend rates on
outstanding preferred shares, including VRDP Shares, and expenses interest on borrowings.

The Fund might not distribute all or a portion of any net capital gain for a taxable year. If the Fund does not distribute all of its net capital gain
for a taxable year, it will pay federal income tax on the retained gain. Each Common Shareholder of record as of the end of the Fund s taxable
year will include in income for federal income tax purposes, as long-term capital gain, his or her share of the retained gain, will be deemed to
have paid his or her proportionate share of tax paid by the Fund on such retained gain, and will be entitled to an income tax credit or refund for
that share of the tax.

The Fund will treat the retained capital gains as a substitute for equivalent cash distributions. While not currently anticipated, if the Fund makes
total distributions during a given calendar year in an amount that exceeds the Fund s net investment income and net capital gain for that calendar
year, the excess would generally be treated by Common Shareholders as a return of capital for tax purposes. A return of capital reduces a
shareholder s tax basis, which could result in higher taxes when the shareholder sells his or her shares. This may cause the shareholder to pay
taxes even if he or she sells shares for less than the original price.
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The Fund reserves the right to change its distribution policy and the basis for establishing the rate of its monthly distributions at any time.

DIVIDEND REINVESTMENT PLAN

If your Common Shares are registered directly with the Fund or if you hold your Common Shares with a brokerage firm that participates in the
Fund s Dividend Reinvestment Plan (the Plan ), you may elect to have all dividends, including any capital gain dividends, on your Common
Shares automatically reinvested by the Plan Agent (defined below) in additional Common Shares under the Plan. You may elect to participate in
the Plan by contacting Nuveen Investor Services at (800) 257-8787. If you do not participate, you will receive all distributions in cash paid by
check mailed directly to you or your brokerage firm by State Street Bank and Trust Company as dividend paying agent (the Plan Agent ).

If you decide to participate in the Plan, the number of Common Shares you will receive will be determined as follows:

(1) If Common Shares are trading at or above net asset value at the time of valuation, the Fund will issue new shares at the then current market
price;

(2) If Common Shares are trading below net asset value at the time of valuation, the Plan Agent will receive the dividend or distribution in cash
and will purchase Common Shares in the open market, on the NYSE or elsewhere, for the participants accounts. It is possible that the market
price for the Common Shares may increase before the Plan Agent has completed its purchases. Therefore, the average purchase price per share
paid by the Plan Agent may exceed the market price at the time of valuation, resulting in the purchase of fewer shares than if the dividend or
distribution had been paid in Common Shares issued by the Fund. The Plan Agent will use all dividends and distributions received in cash to
purchase Common Shares in the open market within 30 days of the valuation date. Interest will not be paid on any uninvested cash payments; or

(3) If the Plan Agent begins purchasing Fund shares on the open market while shares are trading below net asset value, but the Fund s shares
subsequently trade at or above their net asset value before the Plan Agent is able to complete its purchases, the Plan Agent may cease
open-market purchases and may invest the uninvested portion of the distribution in newly-issued Fund shares at a price equal to the greater of
the shares net asset value or 95% of the shares market value.

You may withdraw from the Plan at any time by giving written notice to the Plan Agent. If you withdraw or the Plan is terminated, you will
receive whole shares in your account under the Plan and you will receive a cash payment for any fraction of a share in your account. If you wish,
the Plan Agent will sell your shares and send you the proceeds, minus brokerage commissions and a $2.50 service fee.

The Plan Agent maintains all shareholders accounts in the Plan and gives written confirmation of all transactions in the accounts, including
information you may need for tax records. Upon a repurchase of your shares, the Fund (or its administrative agent) may be required to report to
the IRS and furnish to you cost basis and holding period information for the Fund s shares purchased on or after January 1, 2012 ( covered
shares ).

For shares of the Fund held in the Plan, you are permitted to elect from among several permitted cost basis methods. In the absence of an
election, the Plan will use first-in first-out ( FIFO ) methodology for tracking and reporting your cost basis on covered shares as its default cost
basis method. The cost basis method you use may not be changed with respect to a repurchase of shares after the settlement date of the
repurchase. You should consult with your tax advisors to determine the best permitted cost basis method for your tax situation and to obtain
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more information about how the new cost basis reporting rules apply to you.

Common Shares in your account will be held by the Plan Agent in non-certificated form. Any proxy you receive will include all Common
Shares you have received under the Plan.
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There is no brokerage charge for reinvestment of your dividends or distributions in Common Shares. However, all participants will pay a pro
rata share of brokerage commissions incurred by the Plan Agent when it makes open market purchases.

Automatically reinvesting dividends and distributions does not mean that you do not have to pay income taxes due upon receiving dividends and
distributions.

If you hold your Common Shares with a brokerage firm that does not participate in the Plan, you will not be able to participate in the Plan and
any dividend reinvestment may be effected on different terms than those described above. Consult your financial advisor for more information.

The Fund reserves the right to amend or terminate the Plan if in the judgment of the Board of Trustees the change is warranted. There is no
direct service charge to participants in the Plan; however, the Fund reserves the right to amend the Plan to include a service charge payable by
the participants. Additional information about the Plan may be obtained by writing to State Street Bank and Trust Company, Attn:
ComputerShare Nuveen Investments, P.O. Box 43071, Providence, Rhode Island 02940-3071 or by calling (800) 257-8787.

PLAN OF DISTRIBUTION

The Fund may sell the Common Shares offered under this Prospectus through

at-the-market transactions;

underwriting syndicates; and

privately negotiated transactions.

The Fund will bear the expenses of the offering, including but not limited to, the expenses of preparation of the Prospectus and SAI for the
offering and the expense of counsel and auditors in connection with the offering.

Distribution Through At-The-Market Transactions

The Fund has entered into a distribution agreement with Nuveen Securities (the Distribution Agreement ), which has been filed as an exhibit to
the Registration Statement of which this Prospectus is a part. The summary of the Distribution Agreement contained herein is qualified by
reference to the Distribution Agreement. Subject to the terms and conditions of the Distribution Agreement, the Fund may from time to time
issue and sell its Common Shares through Nuveen Securities to certain broker-dealers which have entered into selected dealer agreements with
Nuveen Securities. Currently, Nuveen Securities has entered into a selected dealer agreement (the Selected Dealer Agreement ) with UBS
pursuant to which UBS will be acting as Nuveen Securities sub-placement agent with respect to at-the-market offerings of Common Shares. The
Selected Dealer Agreement has been filed as an exhibit to the Registration Statement of which this Prospectus forms a part. The summary of the
Selected Dealer Agreement contained herein is qualified by reference to the selected dealer agreement.
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Common Shares will only be sold on such days as shall be agreed to by the Fund and Nuveen Securities. Common Shares will be sold at market
prices, which shall be determined with reference to trades on the NYSE, subject to a minimum price to be established each day by the Fund. The
minimum price on any day will not be less than the current net asset value per Common Share plus the per share amount of the commission to be
paid to Nuveen Securities. The Fund and Nuveen Securities will suspend the sale of Common Shares if the per share price of the shares is less
than the minimum price.

The Fund will compensate Nuveen Securities with respect to sales of the Common Shares at a commission rate of up to 1.0% of the gross
proceeds of the sale of Common Shares. Nuveen Securities will compensate broker-dealers participating in the offering at a rate of up to 0.8% of
the gross proceeds of the sale of Common Shares sold by that broker-dealer. Settlements of sales of Common Shares will occur on the third
business day
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following the date on which any such sales are made. In connection with the sale of the Common Shares on behalf of the Fund, Nuveen
Securities may be deemed to be an underwriter within the meaning of the 1933 Act, and the compensation of Nuveen Securities may be deemed
to be underwriting commissions or discounts. Unless otherwise indicated in a further Prospectus supplement, Nuveen Securities will act as
underwriter on a reasonable efforts basis.

The offering of Common Shares pursuant to the Distribution Agreement will terminate upon the earlier of (i) the sale of all Common Shares
subject thereto or (ii) termination of the Distribution Agreement. The Fund and Nuveen Securities each have the right to terminate the
Distribution Agreement in its discretion at any time. The Fund currently intends to distribute the shares offered pursuant to this Prospectus
primarily through at-the-market transactions, although from time to time it may also distribute shares through an underwriting syndicate or a
privately negotiated transaction. To the extent shares are distributed other than through at-the-market transactions, the Fund will file a
supplement to this Prospectus describing such transactions.

UBS, its affiliates and their respective employees hold or may hold in the future, directly or indirectly, investment interests in Nuveen
Investments and its funds. The interests held by employees of UBS or its affiliates are not attributable to, and no investment discretion is held
by, UBS or its affiliates.

As of May 2, 2016, the Fund has not sold any Common Shares in this offering.

The Fund s closing price on the NYSE on May 2, 2016 was $16.27.

Distribution Through Underwriting Syndicates

The Fund from time to time may issue additional Common Shares through a syndicated secondary offering. In order to limit the impact on the
market price of the Fund s Common Shares, underwriters will market and price the offering on an expedited basis (e.g., overnight or similarly
abbreviated offering period). The Fund will launch a syndicated offering on a day, and upon terms, mutually agreed upon between the Fund,
Nuveen Securities, one of the Fund s underwriters, and the underwriting syndicate.

The Fund will offer its shares at a price equal to a specified discount of up to 5% from the closing market price of the Fund s Common Shares on
the day prior to the offering date. The applicable discount will be negotiated by the Fund and Nuveen Securities in consultation with the
underwriting syndicate on a transaction-by-transaction basis. The Fund will compensate the underwriting syndicate out of the proceeds of the
offering based upon a sales load of up to 4% of the gross proceeds of the sale of Common Shares. The minimum net proceeds per share to the
Fund will not be less than the greater of (i) the Fund s latest net asset value per share of Common Shares or (ii) 91% of the closing market price
of the shares of the Fund s Common Shares on the day prior to the offering date.

Distribution Through Privately Negotiated Transactions

The Fund, through Nuveen Securities, from time to time may sell directly to, and solicit offers from, institutional and other sophisticated
investors, who may be deemed to be underwriters as defined in the 1933 Act for any resale of Common Shares.
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The terms of such privately negotiated transactions will be subject to the discretion of the management of the Fund. In determining whether to
sell Common Shares through a privately negotiated transaction, the Fund will consider relevant factors including, but not limited to, the
attractiveness of obtaining additional funds through the sale of Common Shares, the purchase price to apply to any such sale of Common Shares
and the person seeking to purchase the Common Shares.

Common Shares issued by the Fund through privately negotiated transactions will be issued at a price equal to the greater of (i) the net asset
value per share of the Fund s Common Shares or (ii) at a discount ranging from
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0% to 5% of the average daily closing market price of the Fund s Common Shares at the close of business on the two business days preceding the
date upon which Common Shares are sold pursuant to the privately negotiated transaction. The applicable discount will be determined by the
Fund on a transaction-by-transaction basis.

The principal business address of Nuveen Securities is 333 West Wacker Drive, Chicago, Illinois 60606.

DESCRIPTION OF SHARES

Common Shares

The Declaration authorizes the issuance of an unlimited number of Common Shares. The Common Shares being offered have a par value of
$0.01 per share and, subject to the rights of holders of preferred shares, if issued, and borrowings, if incurred have equal rights to the payment of
dividends and the distribution of assets upon liquidation. The Common Shares being offered will, when issued, be fully paid and, subject to
matters discussed in Certain Provisions in the Declaration of Trust, non-assessable, and will have no pre-emptive or conversion rights or rights
to cumulative voting. Each whole Common Share has one vote with respect to matters upon which a shareholder vote is required, and each
fractional share shall be entitled to a proportional fractional vote consistent with the requirements of the 1940 Act and the rules promulgated
thereunder, and will vote together as a single class. Whenever the fund incurs borrowings and/or preferred shares are outstanding, Common
Shareholders will not be entitled to receive any cash distributions from the Fund unless all interest on such borrowings has been paid and all
accrued dividends on preferred shares have been paid, unless asset coverage (as defined in the 1940 Act) with respect to any borrowings would
be at least 300% after giving effect to the distributions and asset coverage (as defined in the 1940 Act) with respect to preferred shares would be
at least 200% after giving effect to the distributions. See Preferred Shares below.

The Common Shares are listed on the NYSE and trade under the ticker symbol NAC. The Fund intends to hold annual meetings of shareholders
so long as the Common Shares are listed on a national securities exchange and such meetings are required as a condition to such listing. The
Fund will not issue share certificates.

Unlike open-end funds, closed-end funds like the Fund do not provide daily redemptions. Rather, if a shareholder determines to buy additional
Common Shares or sell shares already held, the shareholder may conveniently do so by trading on the exchange through a broker or otherwise.
Shares of closed-end investment companies may frequently trade on an exchange at prices lower than net asset value. Shares of closed-end
investment companies like the Fund have during some periods traded at prices higher than net asset value and have during other periods traded
at prices lower than net asset value.

Because the market value of the Common Shares may be influenced by such factors as distribution levels (which are in turn affected by
expenses), call protection, dividend stability, portfolio credit quality, net asset value, relative demand for and supply of such shares in the
market, general market and economic conditions, and other factors beyond the control of the Fund, the Fund cannot assure you that Common
Shares will trade at a price equal to or higher than net asset value in the future. The Common Shares are designed primarily for long-term
investors, and investors in the Common Shares should not view the Fund as a vehicle for trading purposes.

Preferred Shares

89



Edgar Filing: NUVEEN CALIFORNIA DIVIDEND ADVANTAGE MUNICIPAL FUND - Form 497

The Fund s Declaration authorizes the issuance of an unlimited number of preferred shares, par value $.01 per share, in one or more classes or
series, with rights as determined by the Board of Trustees without the approval of holders of Common Shares, out of which the Executive
Committee of the Board of Trustees, acting pursuant to authority delegated to it by the full Board of Trustees, has designated 1,362, 910, 498,
1,056, 1,589 and 1,581 preferred shares as Series 1, 2, 3, 4, 5 and 6 Variable Rate Demand Preferred ( VRDP ) Shares, respectively. The Fund has
an aggregate of 6,996 VRDP Shares outstanding as of February 29, 2016. The Fund s Board of Trustees has authorized the offering of auction

rate preferred shares ( ARPS ) in the past. As of October 5, 2011,
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all of the Fund s outstanding ARPS had been redeemed. The decision to issue additional preferred shares is subject to market conditions and to
the Board of Trustees belief that leveraging the Fund s capital structure through the issuance of preferred shares is likely to achieve the benefits
to the Common Shareholders described in the Prospectus.

Limited Issuance of Preferred Shares. Under the 1940 Act, the Fund could issue preferred shares with an aggregate liquidation value of up to
one-half (50%) of the value of the Fund s total net assets, including any liabilities associated with borrowings, measured immediately after
issuance of the preferred shares. Liquidation value means the original purchase price of the shares being liquidated plus any accrued and unpaid
dividends. In addition, the Fund is not permitted to declare any cash dividend or other distribution on its Common Shares unless the liquidation
value of the preferred shares is less than one-half (50%) of the value of the Fund s total net assets (determined after deducting the amount of such
dividend or distribution) immediately after the distribution. The Fund intends to purchase or redeem preferred shares, if necessary, to keep that
percentage below 50%.

Distribution Preference. Preferred shares, including VRDP Shares, have complete priority over Common Shares as to distribution of assets.

Liquidation Preference. In the event of any voluntary or involuntary liquidation, dissolution or winding up of the affairs of the Fund, holders
of preferred shares, including VRDP Shares would be entitled to receive a preferential liquidating distribution (expected to equal the original
purchase price per share plus accumulated and unpaid dividends thereon, whether or not earned or declared) before any distribution of assets is
made to Common Shareholders.

Voting Rights. Preferred shares, including VRDP Shares, are required to be voting shares and to have equal voting rights with Common
Shares. Except as otherwise indicated in this Prospectus or the SAI and except as otherwise required by applicable law, preferred shares would
vote together with Common Shareholders as a single class.

Holders of preferred shares, including VRDP Shares, voting as a separate class, will be entitled to elect two of the Fund s Trustees (following the
establishment of the Fund by an initial director, the Declaration provides for a total of no less than two and no more than 12 Trustees). The
remaining Trustees will be elected by Common Shareholders and holders of preferred shares, voting together as a single class. In the unlikely
event that two full years of accrued dividends are unpaid on the preferred shares, including VRDP Shares, the holders of all outstanding

preferred shares, including VRDP Shares, voting as a separate class, will be entitled to elect a majority of the Fund s Trustees until all dividends
in arrears have been paid or declared and set apart for payment. In order for the Fund to take certain actions or enter into certain transactions, a
separate class vote of holders of preferred shares would be required, in addition to the single class vote of the holders of preferred shares, and
Common Shares. See Certain Provisions in the Declaration of Trust and the SAl under Description of Shares Preferred Shares Voting Rights.

Redemption, Purchase and Sale of Preferred Shares. The terms of any preferred share offering, including VRDP Shares, provides that they
may be redeemed by the issuer at certain times, in whole or in part, at the original purchase price per share plus accumulated dividends. Any
redemption or purchase of preferred shares, including VRDP Shares, by the Fund will reduce the leverage applicable to Common Shares, while
any issuance of shares by the Fund would increase such leverage.

The Fund applied for and obtained ratings for its VRDP Shares from two NRSROs. As long as VRDP Shares are outstanding, the composition

of the Fund s portfolio would reflect guidelines established by such NRSROs. Based on previous guidelines established by such NRSROs for the
securities of other issuers, the Fund anticipates that the guidelines may impose asset coverage or portfolio composition requirements that are
more stringent than those imposed on the Fund by the 1940 Act. However, at this time, no assurance can be given as to the nature or extent of

the guidelines that may be imposed in connection with obtaining a rating of any VRDP Shares.
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CERTAIN PROVISIONS IN THE DECLARATION OF TRUST

Under Massachusetts law, shareholders could, under certain circumstances, be held personally liable for the obligations of the Fund. However,
the Declaration contains an express disclaimer of shareholder liability for debts or obligations of the Fund and requires that notice of such
limited liability be given in each agreement, obligation or instrument entered into or executed by the Fund or the trustees. The Declaration
further provides for indemnification out of the assets and property of the Fund for all loss and expense of any shareholder held personally liable
for the obligations of the Fund. Thus, the risk of a shareholder incurring financial loss on account of shareholder liability is limited to
circumstances in which the Fund would be unable to meet its obligations. The Fund believes that the likelihood of such circumstances is remote.

The Declaration includes provisions that could limit the ability of other entities or persons to acquire control of the Fund or to convert the Fund
to open-end status. Specifically, the Declaration requires a vote by holders of at least two-thirds of the common shares and preferred shares,
including VRDP Shares, voting together as a single class, except as described below, to authorize (1) a conversion of the Fund from a closed-end
to an open-end investment company, (2) a merger or consolidation of the Fund, or a series or class of the Fund, with any corporation,
association, trust or other organization or a reorganization of the Fund, or a series or class of the Fund, (3) a sale, lease or transfer of all or
substantially all of the Fund s assets (other than in the regular course of the Fund s investment activities), (4) in certain circumstances, a
termination of the Fund, or a series or class of the Fund or (5) removal of trustees by shareholders (except at the end of a trustee s term), and then
only for cause, unless, with respect to (1) through (4), such transaction has already been authorized by the affirmative vote of two-thirds of the
total number of trustees fixed in accordance with the Declaration or the By-Laws, in which case the affirmative vote of the holders of at least a
majority of the Fund s common shares and preferred shares, including VRDP Shares, outstanding at the time, voting together as a single class, is
required, provided, however, that where only a particular class or series is affected (or, in the case of removing a trustee, when the trustee has
been elected by only one class), the required vote only by the applicable class or series will be required. Approval of shareholders is not
required, however, for any transaction, whether deemed a merger, consolidation, reorganization or otherwise whereby the Fund issues shares in
connection with the acquisition of assets (including those subject to liabilities) from any other investment company or similar entity. In the case
of the conversion of the Fund to an open-end investment company, or in the case of any of the foregoing transactions constituting a plan of
reorganization which adversely affects the holders of preferred shares, including VRDP Shares, the action in question will also require the
affirmative vote of the holders of at least two-thirds of the Fund s preferred shares, including VRDP Shares, outstanding at the time, voting as a
separate class, or, if such action has been authorized by the affirmative vote of two-thirds of the total number of trustees fixed in accordance with
the Declaration or the By-Laws, the affirmative vote of the holders of at least a majority of the Fund s preferred shares, including VRDP Shares,
outstanding at the time, voting as a separate class. None of the foregoing provisions may be amended except by the vote of at least two-thirds of
the common shares and preferred shares, including VRDP Shares, voting together as a single class. The votes required to approve the conversion
of the Fund from a closed-end to an open-end investment company or to approve transactions constituting a plan of reorganization which
adversely affects the holders of preferred shares, including VRDP Shares, are higher than those required by the 1940 Act. The Board of Trustees
believes that the provisions of the Declaration relating to such higher votes are in the best interest of the Fund and its shareholders. Note, the
Fund s staggered Board could delay for up to two years the replacement of a majority of the Board of Trustees. Reference should be made to the
Declaration on file with the SEC for the full text of these provisions.

The Declaration provides that the obligations of the Fund are not binding upon the trustees of the Fund individually, but only upon the assets and
property of the Fund, and that the trustees shall not be liable for errors of judgment or mistakes of fact or law. Nothing in the Declaration,
however, protects a trustee against any liability to which he would otherwise be subject by reason of willful misfeasance, bad faith, gross
negligence or reckless disregard of the duties involved in the conduct of his office.
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REPURCHASE OF FUND SHARES; CONVERSION TO OPEN-END FUND

The Fund is a closed-end investment company and as such its shareholders will not have the right to cause the Fund to redeem their shares.
Instead, the Common Shares will trade in the open market at a price that will be a function of several factors, including dividend levels (which
are in turn affected by expenses), net asset value, call protection, dividend stability, portfolio credit quality, relative demand for and supply of
such shares in the market, general market and economic conditions and other factors. Because shares of closed-end investment companies may
frequently trade at prices lower than net asset value, the Fund s Board of Trustees has currently determined that, at least annually, it will consider
action that might be taken to reduce or eliminate any material discount from net asset value in respect of Common Shares, which may include

the repurchase of such shares in the open market or in private transactions, the making of a tender offer for such shares at net asset value, or the
conversion of the Fund to an open-end investment company. The Fund cannot assure you that its Board of Trustees will decide to take any of
these actions, or that share repurchases or tender offers will actually reduce market discount.

If the Fund converted to an open-end investment company, it would be required to redeem all preferred shares, including VRDP Shares then
outstanding (requiring in turn that it liquidate a portion of its investment portfolio), and the Common Shares would no longer be listed on the
NYSE. In contrast to a closed-end investment company, shareholders of an open-end investment company may require the company to redeem
their shares at any time (except in certain circumstances as authorized by or under the 1940 Act) at their net asset value, less any redemption
charge that is in effect at the time of redemption. See the SAl under Certain Provisions in the Declaration of Trust for a discussion of the voting
requirements applicable to the conversion of the Fund to an open-end investment company.

Before deciding whether to take any action if the Common Shares trade below net asset value, the Board of Trustees would consider all relevant
factors, including the extent and duration of the discount, the liquidity of the Fund s portfolio, the impact of any action that might be taken on the
Fund or its shareholders, and market considerations. Based on these considerations, even if the Fund s shares should trade at a discount, the
Board of Trustees may determine that, in the interest of the Fund and its shareholders, no action should be taken. See the SAI under Repurchase
of Fund Shares; Conversion to Open-End Fund for a further discussion of possible action to reduce or eliminate such discount to net asset value.

TAX MATTERS

The following information is meant as a general summary for U.S. shareholders. Please see the SAI for additional information. Investors should
rely on their own tax adviser for advice about the particular federal, state and local tax consequences to them of investing in the Fund.

The Fund has elected and intends to qualify each year to be treated as a regulated investment company ( RIC ) under the Internal Revenue Code
of 1986, as amended (the Code ). In order to qualify for treatment as a RIC, the Fund must satisfy certain requirements regarding the sources of
its income, the diversification of its assets and the distribution of its income. As a RIC, the Fund is not expected to be subject to federal income
tax. The Fund primarily invests in municipal securities (as defined above) issued by states, cities and local authorities and certain possessions

and territories of the United States (such as Puerto Rico or Guam) or municipal securities whose income is otherwise exempt from regular

federal income taxes. Substantially all of the Fund s dividends paid to you are expected to qualify as exempt-interest dividends. A shareholder
treats an exempt-interest dividend as interest on state and local bonds exempt from regular federal income tax. Federal income tax law imposes
an alternative minimum tax with respect to corporations, individuals, trust and estates. Interest on certain municipal securities, such as certain
private activity bonds, is included as an item of tax preference in determining the amount of a taxpayer s alternative minimum taxable income. If
the Fund receives income from such municipal securities, a portion of the dividends paid by the Fund, although exempt from regular federal
income tax, will be taxable to shareholders whose tax liabilities are determined under the federal alternative
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minimum tax. The Fund will annually provide a report indicating the percentage of the Fund s income attributable to municipal securities and the
percentage includable in federal alternative minimum taxable income. Corporations are subject to special rules in calculating their federal
alternative minimum taxable income with respect to interest from municipal securities.

In addition to exempt-interest dividends, the Fund may also distribute to its shareholders amounts that are treated as long-term capital gain or
ordinary income (which may include short-term capital gains). These distributions are generally subject to regular federal income tax, whether or
not reinvested in additional shares. Capital gain distributions are generally taxable at rates applicable to long-term capital gains regardless of

how long a shareholder has held its shares. Long-term capital gains are taxable to noncorporate taxpayers at rates of up to 20%. The Fund does

not expect that any part of its distributions to shareholders from its investments will qualify for the dividends-received deduction available to
corporate shareholders or as qualified dividend income, which is taxable to noncorporate shareholders at reduced maximum U.S. federal income
tax rates.

A 3.8% Medicare contribution tax generally applies to all or a portion of the net investment income of a shareholder who is an individual and not
a nonresident alien for federal income tax purposes and who has adjusted gross income (subject to certain adjustments) that exceeds a threshold
amount ($250,000 if married filing jointly or if considered a surviving spouse for federal income tax purposes, $125,000 if married filing
separately, and $200,000 in other cases). This 3.8% tax also applies to all or a portion of the undistributed net investment income of certain
shareholders that are estates and trusts. For these purposes, interest, dividends and certain capital gains are generally taken into account in
computing a shareholder s net investment income, but exempt-interest dividends are not taken into account.

As a RIC, the Fund will not be subject to federal income tax in any taxable year provided that it meets certain distribution requirements. As
described in Distributions above, the Fund might not distribute some (or all) of its net capital gain. If the Fund retains any net capital gain or
taxable net investment income, it will be subject to tax at regular corporate rates on the amount retained. If the Fund retains any net capital gain,
it may designate the retained amount as undistributed capital gains in a notice to its shareholders who, if subject to federal income tax on
long-term capital gains, (i) will be required to include in income for federal income tax purposes, as long-term capital gain, their shares of such
undistributed amount; (ii) will be deemed to have paid their proportionate shares of the tax paid by the Fund on such undistributed amount and
will be entitled to credit that amount of tax against their federal income tax liabilities, if any; and (iii) will be entitled to claim refunds to the
extent the credit exceeds such liabilities. For federal income tax purposes, the tax basis of shares owned by a shareholder of the Fund will be
increased by an amount equal to the difference between the amount of undistributed capital gains included in the shareholder s gross income and
the tax deemed paid by the shareholder.

Dividends declared by the Fund in October, November or December, payable to shareholders of record in such a month and paid during the
following January will be treated as having been received by shareholders in the year the distributions were declared.

Each shareholder will receive an annual statement summarizing the shareholder s dividend and capital gains distributions.

The repurchase, sale or exchange of Common Shares normally will result in capital gain or loss to holders of Common Shares who hold their
shares as capital assets. Generally a shareholder s gain or loss will be long-term capital gain or loss if the shares have been held for more than one
year even though the increase in value in such Common Shares may be at least partly attributable to tax-exempt interest income. Present law

taxes both long-term and short-term capital gains of corporations at the rates applicable to ordinary income. For noncorporate taxpayers,

however, long-term capital gains are currently taxed at rates of up to 20%. Short-term capital gains and other ordinary income are taxed to
noncorporate taxpayers at ordinary income rates. If a shareholder sells or otherwise disposes of Common Shares before holding them for six
months, any loss on the sale or disposition will be treated as a long-term capital loss to the extent of any amounts treated as distributions to the
Common Shareholder of long-term capital gain (including any amount credited to the Common Shareholder as
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undistributed capital gain). Any loss realized by Common Shareholder on the disposition of Common Shares held 6 months or less is disallowed
to the extent of the amount of exempt-interest dividends received by a shareholder with respect to Common Shares. Any loss realized on a sale
or exchange of shares of the Fund will be disallowed to the extent those shares of the Fund are replaced by substantially identical shares of the
Fund (including shares acquired by reason of participation in the Plan) within a period of 61 days beginning 30 days before and ending 30 days
after the date of disposition of the original shares, or to the extent the shareholder enters into a contract or option to repurchase shares within
such period. In that event, the basis of the replacement shares of the Fund will be adjusted to reflect the disallowed loss.

Any interest on indebtedness incurred or continued to purchase or carry the Fund s shares to which exempt-interest dividends are allocated is not
deductible. Under certain applicable rules, the purchase or ownership of shares may be considered to have been made with borrowed funds even
though such funds are not directly used for the purchase or ownership of the shares. In addition, if you receive social security or certain railroad
retirement benefits, you may be subject to U.S. federal income tax on a portion of such benefits as a result of receiving investment income,
including exempt-interest dividends and other distributions paid by the Fund.

The Fund may be required to withhold (as backup withholding ) U.S. federal income tax from distributions (including exempt-interest dividends)
and repurchase proceeds payable to a shareholder if the shareholder fails to provide the Fund with his or her correct taxpayer identification

number or to make required certifications, or if the shareholder has been notified by the IRS that he or she is subject to backup withholding. The
backup withholding rate is 28%. Backup withholding is not an additional tax; rather, it is a way in which the IRS ensures it will collect taxes
otherwise due. Any amounts withheld may be credited against a shareholder s U.S. federal income tax liability.

California Tax Matters

The Fund s regular monthly dividends will not be subject to California personal income tax to the extent they are paid out of income earned on
obligations that, when held by individuals, pay interest that is exempt from taxation by California under California law (e.g., obligations of
California and its political subdivisions) or federal law, so long as at the close of each quarter of the Fund s taxable year at least 50% of the value
of the Fund s total assets consists of such obligations and the Fund designates such tax-exempt distributions pursuant to certain written notice
requirements to its shareholders. The portion of the Fund s monthly dividends that is attributable to income other than as described in the
preceding sentence will be subject to the California income tax. The Fund expects to earn no or only a minimal amount of such non-exempt
income. If you are an individual California resident, you will be subject to California personal income tax to the extent the Fund distributes any
realized capital gains, or if you sell or exchange shares and realize a capital gain on the transaction.

Other State and Local Tax Matters

While exempt-interest dividends are exempt from regular federal and California income taxes, they may not be exempt from other state or local
income or other taxes. Some states exempt from state income tax that portion of any exempt-interest dividend that is derived from interest a
regulated investment company receives on its holdings of securities of that state and its political subdivisions and instrumentalities. Therefore,
the Fund will report annually to its shareholders the percentage of interest income the Fund earned during the preceding year on tax-exempt
obligations and the Fund will indicate, on a state-by-state basis, the source of this income. Shareholders are advised to consult with their own tax
advisors for more detailed information concerning California tax matters or the tax laws of their state and locality of residence. Please refer to
the SAI for more detailed information.

CUSTODIAN AND TRANSFER AGENT
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The custodian of the assets of the Fund is State Street Bank and Trust Company, One Lincoln Street, Boston, Massachusetts 02111 ( Custodian ).
The Custodian performs custodial, fund accounting and portfolio
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accounting services. The Fund s transfer, shareholder services and dividend paying agent is also State Street Bank and Trust Company ( Transfer
Agent ). The Transfer Agent is located at 250 Royall Street, Canton, Massachusetts 02021.

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

KPMG LLP ( KPMG ), an independent registered public accounting firm, provides auditing services to the Fund. The principal business address
of KPMG is 200 East Randolph, Chicago, Illinois, 60601.

LEGAL OPINION

Certain legal matters in connection with the Common Shares will be passed upon for the Fund by Morgan, Lewis & Bockius LLP, Washington,
DC.

AVAILABLE INFORMATION

The Fund is subject to the informational requirements of the Securities Exchange Act of 1934, as amended (the 1934 Act ) and the 1940 Act and
is required to file reports, proxy statements and other information with the SEC. These documents can be inspected and copied for a fee at the
SEC s public reference room, 100 F Street, NE, Washington, DC 20549-0102, and Northeast Regional Office, Woolworth Building,

233 Broadway, New York, New York 10013-2409. Reports, proxy statements, and other information about the Fund can be inspected at the
offices of the NYSE.

This Prospectus does not contain all of the information in the Fund s Registration Statement, including amendments, exhibits, and schedules.
Statements in this Prospectus about the contents of any contract or other document are not necessarily complete and in each instance reference is
made to the copy of the contract or other document filed as an exhibit to the Registration Statement, each such statement being qualified in all
respects by this reference.

Additional information about the Fund and Common Shares can be found in the Fund s Registration Statement (including amendments, exhibits,
and schedules) on Form N-2 filed with the SEC. The SEC maintains a web site (http://www.sec.gov) that contains the Fund s Registration
Statement, other documents incorporated by reference, and other information the Fund has filed electronically with the SEC, including proxy
statements and reports file under the 1934 Act.
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APPENDIX A: FACTORS AFFECTING MUNICIPAL SECURITIES IN CALIFORNIA

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

The Fund invests a high proportion of its assets in California municipal securities. The payment of interest on and preservation of principal in
these securities are dependent upon the continuing ability of California issuers and/or obligors of state, municipal and public authority debt
obligations to meet their obligations thereunder. In addition to general economic pressures, certain California constitutional amendments,
legislative measures, executive orders, administrative regulations and voter initiatives could adversely affect a California issuer s ability to raise
revenues to meet its financial obligations.

Special Risk Considerations Relating to California Municipal Securities

As described in the Prospectus, under normal circumstances, the Fund will invest at least 80 percent of its Managed Assets in municipal
securities and other related investments the income from which is exempt from regular federal and California income tax. The Fund seeks to
achieve its investment objectives by investing in tax-exempt California municipal securities that the Sub-Adviser believes are underrated and
undervalued or that represent municipal market sectors that are undervalued. The specific California municipal securities in which the Fund will
invest will change from time to time. The Fund is therefore susceptible to political, economic, regulatory or other factors affecting issuers of
California municipal securities.

The following information constitutes only a brief summary of a number of the complex factors which may impact issuers of California
municipal securities and does not purport to be a complete or exhaustive description of all adverse conditions to which issuers of California
municipal securities may be subject. Such information is derived from official statements utilized in connection with the issuance of California
municipal securities, as well as from other publicly available documents. Such an official statement, together with any updates or supplements
thereto, generally may be obtained upon request to the Treasurer s office of the State of California. Such information has not been independently
verified by the Fund and the Fund assumes no responsibility for the completeness or accuracy of such information. The summary below does not
include all of the information pertaining to the budget, receipts and disbursements of the State of California that would ordinarily be included in
various public documents issued thereby, such as an official statement prepared in connection with the issuance of general obligation bonds of
the State of California. Additionally, many factors, including national, economic, social and environmental policies and conditions, which are
not within the control of such issuers, could have an adverse impact on the financial condition of such issuers. The Fund cannot predict whether
or to what extent such factors or other factors may affect the issuers of California municipal securities, the market value or marketability of such
securities or the ability of the respective issuers of such securities acquired by the Fund to pay interest on or principal of such securities. The
creditworthiness of obligations issued by local California issuers may be unrelated to the creditworthiness of obligations issued by the State of
California, and there is no assurance on the part of the State of California to make payments on such local obligations. There may be specific
factors that are applicable in connection with investment in the obligations of particular issuers located within the State of California, and it is
possible the Fund will invest in obligations of particular issuers as to which such specific factors are applicable. However, the information set
forth below is intended only as a general summary and not as a discussion of any specific factors that may affect any particular issuer of
California municipal securities.
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General Economic Conditions

The State of California s economy, the largest among the 50 states and one of the largest and most diverse in the world, has major components in
high technology, trade, entertainment, government, manufacturing, tourism, construction and services. The relative proportion of the various
components of the State s economy closely resembles the make-up of the national economy. The California economy continues to benefit from
broad-based growth.

The U.S. economy is in its seventh year of expansion from the recession that officially ended in 2009. Strengthening demand is driving the
current U.S. expansion, and this has had positive implications for state and local budgets. There are still risks to the economy. Economic
expansions do not last forever; in the post-war period, the average expansion length has been almost 5 years and the longest expansion was 10
years. As of April 2016, the current expansion has lasted close to 7 years, and it would be an historical anomaly for the U.S. not to see another
recession before 2020.

California s real GDP increased by 2.8 percent in 2014, and totaled $2.3 trillion at current prices, keeping California as the eighth largest
economy in the world. California has added jobs at a faster rate than the nation since 2012, and its economy is expected to continue making solid
progress. The unemployment rate has fallen, even though long-term unemployment (those unemployed for 27 weeks or more) remains elevated.
California s unemployment rate was 5.4 percent (seasonally adjusted) in March 2016, compared to 5.0 percent nationally. Industry employment
in California is forecasted to expand 2.2 percent and 1.5 percent in 2016 and 2017, respectively, while personal income is projected to grow by
5.5 percent in 2016 and 5.2 percent in 2017.

Most individual sectors of the State economy have experienced solid growth, with the exception of the agricultural sector, which has had modest
growth. At 2.3 percent of the total State economy, declines in the agricultural sector due to drought are expected to be offset by growth in other
sectors. Growth above 5 percent is forecasted in 2016 and 2017 as a tighter labor market induces rising wages for more workers. Housing prices
have risen faster than overall inflation, particularly in the San Francisco area, and are expected to keep inflation somewhat higher than the
nation. Valuations of technology stocks have also been rising much faster than overall economic growth, contributing to rising wage pressures
for high-skilled workers. Many of these workers are concentrated in urban areas with limited growth in housing supply, increasing competition
for housing and raising housing prices. Increases in wages are likely more concentrated among high-income taxpayers who pay higher marginal
tax rates. For the 2013 tax year, the top 1 percent of income earners paid over 45 percent of personal income taxes in California.

Despite the recent significant budgetary improvements, there remain a number of risks that threaten the State s fiscal condition, including the
significant unfunded liabilities of the two main State retirement systems, the California Public Employees Retirement System ( CalPERS ) and the
California State Teachers Retirement System ( CalSTRS ). In recent years, California has committed to significant increases in annual payments
to these systems to reduce the unfunded liabilities, and California also has significant unfunded liability with respect to other post-employment
benefits. There can be no assurances that the State will not face fiscal stress and cash pressures again, or that other changes in the State or

national economies will not materially adversely affect the financial condition of the State. In particular, the current drought is one of the most

severe in California s history, and a continuation of the drought conditions in 2016 would be expected to impact the economy.

State of California  Government

The State of California s Constitution provides for three separate branches of government: the legislative, the judicial and the executive. The
Constitution guarantees the electorate the right to make basic decisions, including amending the Constitution and local government charters. In
addition, the State of California s voters may directly influence the State of California s government through the initiative, referendum and recall
processes.
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Local Governments

The primary units of local government in California are the 58 counties, which range in population from approximately 1,200 in Alpine County
to approximately 10 million in Los Angeles County. Counties are responsible for the provision of many basic services, including indigent health
care, welfare, jails, and public safety in unincorporated areas. There are also 482 incorporated cities in California and thousands of special
districts formed for education, utilities, and other services. Spending and revenues collected by the State or by local governments has shifted
over the past decades.

The fiscal condition of local governments has been constrained since Proposition 13, which added Article XIII A to the State Constitution, was
approved by California voters in 1978. Proposition 13 reduced and limited the future growth of property taxes and limited the ability of local
governments to impose special taxes (those devoted to a specific purpose) without two-thirds voter approval. Proposition 218, another
constitutional amendment enacted by initiative in 1996, further limited the ability of local governments to raise taxes, fees, and other exactions.
Counties, in particular, have had fewer options to raise revenues than many other local government entities, while they have been required to
maintain many services.

In the aftermath of Proposition 13, the State provided aid to local governments from the General Fund to make up some of the loss of property
tax moneys, including assuming principal responsibility for funding K-12 schools and community colleges. During the recession of the early
1990s, the Legislature reduced the post-Proposition 13 aid to local government entities other than K-12 schools and community colleges by
requiring cities and counties to transfer some of their property tax revenues to school districts. However, the Legislature also provided additional
funding sources, such as sales taxes, and reduced certain mandates for local services funded by cities and counties.

The 2004 Budget Act, related legislation and the enactment of Proposition 1A in 2004 dramatically changed the State-local fiscal relationship.
These constitutional and statutory changes implemented an agreement negotiated between the Governor and local government officials (the
state-local agreement ) in connection with the 2004 Budget Act.

As part of the state-local agreement, voters at the November 2004 election approved Proposition 1A ( Proposition 1A of 2004 ). Proposition 1A of
2004 amended the State Constitution to, among other things, reduce the Legislature s authority over local government revenue sources by placing
restrictions on the State s access to local governments property, sales, and vehicle license fees ( VLF ) revenues as of November 3, 2004. This
proposition permitted the State to borrow from local government funds. Proposition 22, adopted on November 2, 2010, supersedes Proposition

1A of 2004 and completely prohibits any future borrowing by the State from local government funds, and generally prohibits the Legislature

from making changes in local government funding sources. Allocation of local transportation funds cannot be changed without an extensive
process.

The 2011 Budget Act included a major realignment of public safety programs from the State to local governments. The realignment was
designed to move program and fiscal responsibility to the level of government that can best provide the service, eliminate duplication of effort,
generate savings and increase flexibility.

Proposition 30, approved by voters in November 2012, placed into the State Constitution the current statutory provisions transferring 1.0625
percent of the State sales tax to local governments to fund the realignment program for many services including housing criminal offenders.

State of California Finances
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The moneys of the State of California are segregated into the General Fund and over 1,000 other funds, including special, bond and other funds.
The General Fund consists of revenues received by the State of
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California Treasury and is not required by law to be credited to any fund and earnings from the investment of State of California moneys not
allocable to another fund. The General Fund is the principal operating fund for the majority of governmental activities and is the depository of
most of the major revenue sources of the State of California.

The following is a summary of the State of California s major revenue sources:

Personal Income Tax. The California personal income tax is closely modeled after the federal income tax law. It is imposed on net taxable
income (gross income less exclusions and deductions), with rates ranging from 1 to 12.3 percent. In addition, a 1 percent surcharge is imposed
on taxable income above $1 million and proceeds from such tax are dedicated to the Mental Health Services Fund. The personal income tax is
adjusted annually by the change in the consumer price index to prevent taxpayers from being pushed into a higher tax bracket without a real
increase in income. Personal, dependent, and other credits are allowed against the gross tax liability. Taxpayers may be subject to an alternative
minimum tax ( AMT ), which is much like the federal AMT.

Taxes on capital gains realizations, which are largely linked to stock market performance, can add a significant dimension of volatility to
personal income tax receipts. Forecasting capital gains is extremely difficult, as the forecasts can change rapidly during a year due to abrupt
changes in asset markets and the overall economy. Capital gains tax receipts accounted for 9 percent of General Fund revenues and transfers in
fiscal year 2007-08, but dropped below 5 percent in fiscal year 2008-09, and below 4 percent in fiscal year 2009-10. However, the 2016-17
proposed budget projects that capital gains are estimated to be over 11 percent of General Fund revenues and transfers in fiscal year 2015-16,
and are projected to be over 10 percent in fiscal year 2016-17.

Sales Tax. The sales tax is imposed upon retailers for the privilege of selling tangible personal property in California. Most retail sales and
leases are subject to the tax. However, exemptions have been provided for certain essentials such as food for home consumption, prescription
drugs, gas delivered through mains and electricity. Other exemptions provide relief for a variety of sales ranging from custom computer software
to aircraft. Effective January 1, 2016, the base State and local sales tax was 7.50 percent. Certain cities and counties have increased the sales tax
percentage in their jurisdiction above the base amount.

Corporation Tax. The State of California s corporate tax revenue is derived from franchise tax, corporate income tax, additional taxes on
banks and other financial corporations, an AMT similar to the federal AMT and a tax on the profits of Sub-Chapter S corporations.

Insurance Tax. The majority of insurance written in the State of California, subject to certain exceptions, is subject to a 2.35 percent gross
premium tax.

Other Taxes. Other sources of General Fund revenue include inheritance and gift taxes, cigarette taxes, alcoholic beverage taxes, horse racing
license fees and trailer coach license fees.

State of California Budget Process

The State of California s fiscal year begins on July 1st and ends on June 30th of the following year. Under the State of California Constitution,
money may be drawn from the Treasury only through an appropriation made by law. The primary source of the annual expenditure is the annual
Budget Act as approved by the Legislature and signed by the Governor. The annual budget is proposed by the Governor by January 10 of each
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year for the next fiscal year (the Governor s Budget ). State of California law requires the annual proposed Governor s Budget to provide for
projected revenues equal to or in excess of projected expenditures for the ensuing fiscal year. Following the submission of the Governor s
Budget, the Legislature takes up the proposal. During late spring, usually in May, the Department of Finance submits revised revenue and
expenditure estimates (known as
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the May Revision) for both the current and budget years to the Legislature. The Budget Act, which follows the May Revision, must be approved
by a majority vote of each House of the Legislature.

Appropriations also may be included in legislation other than the Budget Act. With limited exceptions, bills containing General Fund
appropriations must be approved by a two-thirds majority vote in each House of the Legislature and be signed by the Governor. Continuing
appropriations, available without regard to fiscal year, may also be provided by statute or the State of California s Constitution.

The Governor may reduce or eliminate specific line items in the Budget Act or any other appropriations bill without vetoing the entire bill. Such
individual line-item vetoes are subject to override by a two-thirds majority vote of each House of the Legislature.

The Balanced Budget Amendment (Proposition 58, approved by the voters in 2004) requires the State of California to enact a balanced budget,
establishes a special reserve in the General Fund, restricts future borrowings to cover budget deficits, and provides for mid-year budget
adjustments if the budget falls out of balance. The Legislature may not pass a budget bill in which General Fund expenditures exceed estimated
General Fund revenues and fund balances at the time of passage and as set forth in the budget bill. As a result of the requirements of Proposition
58, the State of California would, in some cases, have to take more immediate actions to correct budgetary shortfalls. For example, if, after
passage of the Budget Act, the Governor determines that the State is facing substantial revenue shortfalls or spending deficiencies, the Governor
is authorized to declare a fiscal emergency and propose legislation to address the emergency. The Legislature would be called in to special
session to address this proposal. If the Legislature fails to send legislation to the Governor to address the fiscal emergency within 45 days, it
would be prohibited from acting on any other bills or adjourning until fiscal legislation is passed. Such fiscal emergencies were declared in 2008,
2009, 2010, and 2011, and the Legislature was called into various special sessions to address the budget shortfalls. Proposition 58 also prohibits
certain future borrowings to cover budget deficits. These restrictions apply to general obligation bonds, revenue bonds and certain other forms of
long-term borrowings, but do not apply to certain other types of borrowing, such as (i) short-term borrowing to cover cash shortfalls in the
General Fund (including revenue anticipation notes or revenue anticipation warrants currently used by the State), or (ii) inter-fund borrowings.

In addition to Proposition 58, a number of other laws and constitutional amendments have been enacted over the years, often through voter
initiatives, which have made it more difficult to raise the State of California s taxes, have restricted the use of the State of California s General
Fund or special fund revenues, or have otherwise limited the Legislature and Governor s discretion in enacting budgets. Examples of constraints
on the budget process include Proposition 13 (requiring a two-thirds vote in each House of the Legislature to change State of California taxes
enacted for the purpose of increasing revenues collected), Proposition 98 (requiring a minimum percentage of General Fund revenues be spent
on local education), Proposition 49 (requiring expanded State of California funding for before and after school programs), Proposition 10
(raising taxes on tobacco products but mandating the expenditure of such revenues), Proposition 63 (imposing a 1 percent tax surcharge on
taxpayers with annual taxable income of more than $1 million in order to fund mental health services and limiting the Legislature or Governor
from redirecting funds now used for mental health services), and Proposition 22 (restricting the ability of the State to use or borrow money from
local governments and moneys dedicated to transportation financing, and prohibiting the use of excise taxes on motor vehicle fuels to offset
General Fund costs of debt service on certain transportation bonds), Proposition 30 (transferring 1.0625 percent of the State sales tax to local
governments to fund realignment), and Proposition 39 (requiring corporations to base their State tax liability on sales in California). Proposition
25 was intended to end delays in the adoption of the annual budget by changing the legislative vote necessary to pass the budget bill from
two-thirds to majority vote and requiring the legislators to forgo their pay if the Legislature fails to pass the budget bill on time. Proposition 2,
passed in November 2014, changes the way the State pays down debt and saves money in reserves.

State of California Budget

Budget deficits in California have recurred from year-to-year for over a decade prior to the 2013-2014 fiscal year. Weakness in the State
economy caused State tax revenues to decline precipitously, resulting in large
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budget gaps and cash shortfalls. In addition to the recent economic downturn, California s chronic budget crises are also a result of State
spending commitments funded by temporary spikes in revenues. Once revenues return to their normal trend or drop precipitously, these
commitments cannot be sustained, and dramatic cuts to programs and/or tax increases sometimes have been required. Budgets also have
repeatedly been balanced using, at least in part, unrealized assumptions and one-time or temporary measures.

California s budget challenges were exacerbated by a wall of debt, which was an unprecedented level of debt, deferrals and budgetary obligations
that have accumulated for over a decade. At the end of the 2010-11 fiscal year, wall of debt obligations had reached $34.7 billion. In addition,

the State faces hundreds of billions of dollars in other long-term cost pressures, debts and liabilities. As a result, the State is paying for the

expenses of the past and will do so for the foreseeable future.

As the State s economy has recovered since the last recession, the State has paid down some of its debt and has addressed some long-standing
problems such as implementing a plan to reduce shortfalls in State pension plans and commitments to improve the State s water system. The State
remains dependent on personal income tax, which drops precipitously in times of recession.

The passage of Proposition 2 in November 2014 gives the State a means to seek to avoid repeating the prior boom-and-bust cycles. Under
Proposition 2, spikes in capital gains are used, in part, to save money for the next recession through the establishment of a rainy day fund and to
pay down the State s debts and liabilities. The Proposition also sets requirements as to how money in the rainy day fund is used and requires that
the State provide multi-year budget forecasts to help better manage the State s longer term finances. Nonetheless, maintaining a balanced budget
for the long-term will continue to be an ongoing challenge.

The discussion below of the fiscal year 2015-16 budget and Governor Brown s proposed budget for 2016-17 is based on estimates and
projections of revenues and expenditures by the Governor s administration, and must not be construed as statements of fact. These estimates and
projections are based upon various assumptions, which may be affected by numerous factors, including future economic conditions in California
and the nation, and there can be no assurance that the estimates will be achieved.

Fiscal Year 2015-2016 State Budget

The 2015-16 budget was enacted on June 24, 2015 (the 2015 Budget ), and assumes that there will be continued moderate expansion of the
economy. The 2015 Budget assumes $115 billion in revenues, which is a 3.3 percent increase over the prior fiscal year. As of February 2016,
revenues were greater than the estimates at the time that the 2015 Budget was enacted by $1.38 billion or 2.0 percent. Despite stronger revenues
compared to the prior year, the budget remains precariously balanced.

General Fund spending is projected to increase by 0.8 percent compared to the prior fiscal year. The 2015 Budget increases spending on
education, health care, in-home supportive services, workforce developments, debt assistance and the judiciary. The 2015 Budget establishes the
State s first Earned Income Tax Credit to help the State s poorest working families. When enacted, the 2015 Budget projected total General Fund
expenditures of $115.4 billion; at the time of the proposed 2016-17 budget, expenditures were projected to be $116.1 billion, a 0.6 percent
increase.

The 2015 Budget projects that the State s rainy day fund will have a total balance of $3.5 billion by the end of the 2015-16 fiscal year. The
budget includes paying down $1.9 billion in debts from Proposition 2 funds. The State, pursuant to the 2015 Budget, will also repay the
remaining $1 billion in deferrals to schools and community colleges and make the last payment on the Economic Recovery Bonds that were used
to cover budget deficits from as far back as 2002. In addition, the 2015 Budget reduces outstanding mandated liabilities owed to schools and

109



Edgar Filing: NUVEEN CALIFORNIA DIVIDEND ADVANTAGE MUNICIPAL FUND - Form 497

community colleges by $3.8 billion. The State continues to have hundreds of billions of dollars in liabilities for deferred maintenance on its
aging infrastructure and for retiree health care benefits for state employees and various pension benefits. The 2015 Budget includes $125 million
to address deferred maintenance and establishes a trust fund for the prefunding of retiree health benefits.
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Despite the recent budgetary improvements, there remain a number of risks that threaten the State s fiscal condition, including the need to repay
billions of dollars of obligations that were deferred to balance budgets during the economic downturn. The State continues to need to address
unfunded retiree benefits, which the California Legislative Analyst s Office ( LAO ) states are the last of the State s large unaddressed liabilities,
and, in the long run, would significantly lower the State s expenses, affording future generations more flexibility in public budgeting. In addition,
California s revenues (particularly the personal income tax) can be volatile and correlate to overall economic conditions. Sudden tax revenue
declines may return with little warning.

Fiscal Year 2016-2017 Proposed State Budget

Governor Brown released his fiscal year 2016-17 budget proposal on January 7, 2016 and the May revision on May 13, 2016 (the May
Revision ). The May Revision assumes a continued moderate expansion of the economy, while also acknowledging that maintaining a balanced
budget will be an ongoing challenge. The May Revision forecasts an annual shortfall between spending and revenues of $4 billion by 2019-20,
which is likely to be largely the result of the expiration of the temporary taxes imposed under Proposition 30. However, in November 2016,
voters will elect on whether to extend the Proposition 30 income tax rates for another 12 years.

General Fund revenues and transfers for fiscal year 2016-17 are projected at $120.1 billion; which is approximately $3 billion more than the
estimated $117 billion in General Fund revenues and transfers for fiscal year 2015-16.

Compared to the initial budget proposal, the May Revision estimates a decrease in tax revenue by $1.9 billion, reflecting lower April income tax
receipts and lower sales tax receipts than expected. General Fund expenditures for fiscal year 2016-17 are projected at $122.2 billion, an increase
of approximately $6.6 billion compared to an estimated $115.6 billion in General Fund expenditures for fiscal year 2015-16.

The State has an estimated $232 billion in long-term costs, debts and liabilities, $228 billion of which are retirement-related costs of State and
University of California employees. Proposition 2 provides a dedicated funding source to help address these liabilities from the 2015 to the 2029
fiscal years, but that funding alone will not eliminate these liabilities.

The May Revision prioritizes funding for education, infrastructure and sustainability. Pursuant to the May Revision, the State will continue to
make contributions to its rainy day fund and discretionary reserves. However, projected contributions to the rainy day fund have been reduced
since the January budget proposal as a result of reduced tax revenues. The LAO believes that cultivating a large budget reserve is prudent and
key to weathering the next recession with minimal disruption to public programs.

Despite the recent budgetary improvements, there remain a number of risks that threaten the State s fiscal condition, including the need to repay
billions of dollars of obligations that were deferred to balance budgets during the economic downturn. Legislation was passed that will
eventually raise the State s minimum wage to $15 per hour. The May Revision anticipates that this will raise General Fund costs by an estimated
$39 million in 2016-17 and $3.4 billion in the longer term, though the actual economic impact is uncertain. In addition, California s revenues
(particularly the personal income tax) can be volatile and correlate to overall economic conditions. Sudden tax revenue declines may return with
little warning. The budget proposal also faces potential pressure from the State s legislature to increase spending.

Municipal Bankruptcies
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Municipalities in California may declare bankruptcy, which increases the risk of default on municipal bonds. Moody s believes that the risk of
default on municipal bonds has increased in California due to the State s real estate market, difficulties in raising revenue and little oversight of
local governments by the State. According to the LAO, except for K-12 education, the State does not have a significant role in monitoring the
fiscal health of localities. Instead, the responsibility for reviewing local government fiscal conditions rests with local communities.
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Federal bankruptcy law permits local governments counties, cities, special districts, school districts and community college districts  to file for
relief under Chapter 9 provided that their state government authorizes this action. California provides its local governments with broad authority

to file Chapter 9, but generally requires cities, counties and special districts to engage in a neutral evaluation process prior to filing for Chapter 9
relief. When a local government files for Chapter 9, the locality receives an automatic stay that stops the collection activity by creditors and
protects the locality from litigation. A court must determine if the locality is eligible for Chapter 9 protection, and, if so, the locality must

develop a plan of adjustment. Creditors and the court must approve the plan adjustment. Once the court approves the plan of adjustment, it

creates a new contractual agreement between the locality and its creditors.

Three California localities made Chapter 9 bankruptcy filings in 2012, which occurred just months after another California locality had
completed its three-year Chapter 9 process. The use of Chapter 9 bankruptcy filings by local governments could have an impact on creditors and
parties with whom they contract, including bondholders. In addition, bankruptcies at the local level could impact the State s overall fiscal
outlook.

Ratings

The State s fiscal situation increases the risk of investing in California municipal securities, including the risk of potential issuer default, and also
heightens the risk that the prices of California municipal securities, and the Fund s net asset value, will experience greater volatility.

Fitch, S&P and Moody s assign ratings to California s long-term general obligation bonds. The ratings of Fitch, S&P and Moody s represent their
opinions as to the quality of the municipal bonds they rate. The ratings are general and not absolute standards of quality. Consequently,

municipal bonds with the same maturity, coupon and rating may have different yields while obligations with the same maturity and coupon with
different ratings may have the same yields. In 2009 and early 2010, California s general obligation bond ratings were significantly downgraded

by Moody s, S&P and Fitch. In July 2009, Moody s downgraded the State s general obligation credit rating to Baal and Fitch downgraded the
credit rating to  BBB . In January 2010, S&P downgraded the credit rating to A-. The State s credit ratings had not been that low since 2003 and
2004. Since that time, the credit ratings have been increasing, though the State has one of the lowest bond ratings of any state. In June 2014,

Moody s raised the State s general obligation rating to Aa3 ;in July 2015, S&P raised the State s general obligation credit rating to AA- , the
highest rating from S&P since 2000; and Fitch raised the rating to A+ in February 2015. However, these upward revisions reflected a
recalibration of certain public finance ratings and did not reflect a change in credit quality of the issuer or issuers.

There can be no assurance that such ratings will be maintained in the future. The State s credit rating, and any future revisions or withdrawal of a
credit rating, could have a negative effect on the market price of the State s general obligation bonds, as well as notes and bonds issued by
California s public authorities and local governments. Lower credit ratings make it more expensive for the State to raise revenue, and in some
cases, could prevent the State from issuing general obligation bonds in the quantity otherwise desired. Further, downgrades can negatively
impact the marketability and price of securities in the Fund s portfolio.

Recently, some municipal issuers either have been unable to issue bonds or access the market to sell their issues or, if able to access the market,
have issued bonds at much higher rates. Should the State or municipalities fail to sell bonds when and at the rates projected, the State could
experience significantly increased costs in the General Fund and a weakened overall cash position in the current fiscal year.

State of California Indebtedness and Other Obligations
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The State of California Treasurer is responsible for the sale of debt obligations of the State and its various authorities and agencies. The State

uses General Fund revenues to pay debt-service costs for principal and interest payments on two types of bonds used primarily to fund
infrastructure  voter-approved general obligations bonds and lease-revenue bonds approved by the Legislature. The debt service ratio ( DSR ) is
the ratio of annual General Fund debt-service costs to annual General Fund revenues and transfers, and is often used
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as an indicator of the State s debt burden. The higher the DSR and the more rapidly it rises, the more closely bond raters, financial analysts and
investors tend to look at the State s debt practices. Also, higher debt-service expenses limit the use of revenue for other programs.

Based on estimates in the Governor s proposed 2016-17 Budget and bond issuance estimates from the State Treasurer s office, the DSR is
estimated to equal approximately 6.6 percent in fiscal year 2015-16 and 6.5 percent in fiscal year 2016-17. These amounts do not reflect
adjustments for receipts from the U.S. Treasury for the State s current outstanding general obligation and lease-revenue Build America Bonds

( BABs ) or the availability of any special funds that may be used to pay a portion of the debt service to help reduce General Fund costs. Including
the estimated offsets reduces the DSR to 5.4 percent in fiscal year 2015-16 and 5.4 percent in fiscal year 2016-17. The actual DSR will depend

on a variety of factors, including actual debt issuance (which may include additional issuance approved in the future by the Legislature and, for
general obligation bonds, the voters), actual interest rates, debt service structure, and actual General Fund revenues and transfers.

As of January 1, 2016, the State had approximately $86.0 billion of outstanding general obligation bonds and lease revenue bonds payable
principally from the State s General Fund or from lease payments paid from the operating budget of the respective lessees, which operating
budgets are primarily, but not exclusively, derived from the General Fund. As of January 1, 2016, there were approximately $29.3 billion of
authorized and unissued long-term voter-approved general obligation bonds, which when issued will be payable principally from the General
Fund and approximately $3.6 billion of authorized and unissued lease-revenue bonds.

Current State of California debt obligations include:

General Obligation Bonds. The State of California s Constitution prohibits the creation of general obligation indebtedness of California unless
a bond measure is approved by a majority of the electorate voting at a general election or direct primary. General obligation bond acts provide a
continuing appropriation from the General Fund of amounts for the payment of debt service on the related general obligation bonds. Under the
State of California s Constitution, the appropriation to pay debt service on the general obligation bonds cannot be repealed until the principal and
interest on the bonds have been paid. Certain general obligation bond programs, called self-liquidating bonds, receive revenues from specified
sources so that moneys from the General Fund do not pay debt service, but the General Fund will pay the debt service if the specified revenue
source is not sufficient. The principal self-liquidating general obligation bond program is the veteran general obligation bonds, supported by
mortgage repayments from housing loans made to military veterans. General obligation bonds are typically authorized for infrastructure and
other capital improvements at the State and local level. Pursuant to the State Constitution, general obligation bonds cannot be used to finance
State budget deficits.

As of January 1, 2016, the State had outstanding approximately $76 billion aggregate principal amount of long-term general obligation bonds, of
which approximately $75.3 billion were payable primarily from the State s General Fund, and approximately $728.7 million were self-liquidating
bonds payable first from other special revenue funds. As of January 1, 2016, there were unused voter authorizations for the future issuance of
approximately $29.8 billion long-term general obligation bonds, some of which may first be issued as commercial paper notes. Of this unissued
amount, approximately $467.6 million is for general obligation bonds payable first from other revenue sources.

An initiative measure to authorize $9 billion of general obligation bonds for K-12 school construction has received sufficient signatures to be
placed on the November 2016 ballot. Under State law, proponents of this measure may remove it from the ballot up to the end of June 2016.

Variable Rate General Obligations Bonds. The general obligation bond law permits the State to issue as variable rate indebtedness up to 20
percent of the aggregate amount of long-term general obligation bonds outstanding. As of January 1, 2016, the State had outstanding a $3.6
billion principal amount of variable rate general obligation bonds, representing about 4.8 percent of the State s total outstanding general
obligation bonds. If the $1.1 billion of variable rate general obligation bonds having mandatory tender dates cannot be remarketed on their
respective scheduled mandatory tender dates, there is no default but the interest rate on the series of such
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bonds not remarketed on such date would be increased in installments thereafter until such bonds can be remarketed or refunded. The State is
obligated to redeem, on the applicable purchase date, any weekly and daily variable rate demand obligations ( VRDOs ) tendered for purchase if
there is a failure to pay the related purchase price of such VRDOs on such purchase date from proceeds of the remarketing thereof, or from
liquidity support related to such VRDOs. The State has not entered into any interest rate hedging contracts in relation to any of its variable rate
general obligation bonds.

General Obligation Commercial Paper Program. Pursuant to legislation enacted in 1995, voter-approved general obligation indebtedness
may be issued either as long-term bonds or, for some but not all bond acts, as commercial paper notes. Commercial paper notes may be renewed
or refunded by the issuance of long-term bonds. It is currently the State s policy to use commercial paper notes to provide flexibility for bond
programs, such as to provide interim funding of voter-approved projects and to facilitate refunding of variable rate bonds into fixed rate bonds.
Commercial paper notes are not included in the calculation of permitted variable rate indebtedness described above under Variable Rate General
Obligation Bonds and are not included in the figures provided above under General Obligation Bonds. A total of $2.2 billion of commercial
paper is now authorized under agreements with various banks, including an agreement for direct purchase of up to $500 million of commercial
paper notes by a bank. A total of $1.2 billion of commercial paper was outstanding as of January 1, 2016.

Bank Arrangements. In connection with the letters of credit or other credit facilities obtained by the State in connection with VRDOs and the
commercial paper program (  CP ), the State has entered into a number of reimbursement agreements or other credit agreements with a variety of
financial institutions. These agreements include various representations and covenants of the State, and the terms by which the State would be
required to pay or repay any obligations thereunder. To the extent that VRDOs or CP offered to the public cannot be remarked over an extended
period and the applicable financial institution is obligated to purchase VRDOs or CP, interest payable by the State pursuant to the reimbursement
agreement or credit agreement would generally increase over current market levels relating to the VRDOs or CP, and the principal repayment
period would generally be shorter than the period otherwise applicable to the VRDOs. On occasion, the State s variable rate obligations have not
been remarketed, resulting in draws on the applicable credit facilities. In addition, after the occurrence of certain events of default as specified in
a credit agreement, payment of the related VRDOs may be further accelerated and payment of related CP, as applicable, may also be accelerated
and interest payable by the State on such VRDOSs or CP could increase significantly.

Lease-Revenue Obligations. The State builds and acquires facilities through the issuance of lease-revenue obligations, in addition to general
obligation bonds. Under these arrangements, the State of California Public Works Board ( SPWB ), another State or local agency or a joint
powers authority issues bonds to pay for the acquisition or construction of facilities, such as office buildings, university buildings, courthouses
or correctional institutions. These facilities are leased to State agencies, the California State University ( CSU ) or the Judicial Council under a
long-term lease that provides the source of payment of the debt service on the lease-revenue bonds. Under applicable court decisions, such lease
arrangements do not constitute the creation of indebtedness within the meaning of State Constitutional provisions that require voter approval.
The State had approximately $10.8 billion in lease-revenue obligations outstanding as of January 1, 2016. The SPWB, which is authorized to sell
lease-revenue bonds, had approximately $3.6 billion of authorized and unissued bonds as of January 1, 2016.

The CSU proposes to restructure substantially all of the approximately $987.5 million of existing CSU lease revenue bonds which financed the
CSU facilities by issuing its general revenue bonds to defease the SPWB bonds.

Non-Recourse Debt.  Certain State agencies and authorities issue revenue obligations for which the General Fund has no liability. Revenue
bonds represent obligations payable from the State s revenue-producing enterprises and projects and conduit obligations payable only from
revenues paid by private users of facilities financed by the revenue bonds. In each case, such revenue bonds are not payable from the General
Fund. The
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enterprises and projects include transportation projects, various public works projects, public and private educational facilities, housing, health
facilities and pollution control facilities. State agencies and authorities had approximately $58.6 billion aggregate principal amount of revenue
bonds and notes which are non-recourse to the General Fund outstanding as of December 31, 2015.

An initiative Constitutional amendment related to the issuance and sale of State revenue bonds has received sufficient signatures to be placed on
the November 2016 ballot. Under State law, proponents of the measure may remove it from the ballot up to the end of June 2016. If approved by
a majority of voters in November 2016, this measure would require statewide voter approval before any revenue bonds could be issued or sold
by the State, a State agency or a joint agency created by or including the State for any single project having a cost of $2 billion or more. As
many of the specific aspects of this initiative measure are not yet clear, including, for instance, what constitutes a single project, what exactly
constitutes a revenue bond, and how the $2 billion threshold is calculated, it is impossible to predict what impact this measure, if approved,
would have on the State s ability to use revenue bonds to finance large infrastructure or other projects.

Build America Bonds. In February 2009, the U.S. Congress enacted certain new municipal bond provisions as part of the American Recovery
and Reinvestment Act (the ARRA ), which allows municipal issuers such as the State to issue Build America Bonds ( BABs ) for new
infrastructure investments. BABs are bonds whose interest is subject to federal income tax, but the U.S. Treasury will repay to the State an
amount equal to 35 percent of the interest cost on any BABs issued during 2009 and 2010. The BAB subsidy payments from general obligation
bonds are General Fund revenues to the State, while subsidy payments for lease-revenue bonds are deposited into a fund which is made available
to the SPWB for any lawful purpose. In neither instance are the subsidy payments specifically pledged to repayment of the BABs to which they
relate. The cash subsidy payment with respect to the BABs, to which the State is entitled, is treated by the Internal Revenue Service as a refund
of a tax credit and such refund may be offset by the Department of Treasury by any liability of the State payable to the federal government.

None of the State s BAB subsidy payments to date have been reduced because of such an offset.

Between April 2009 and December 2010, the State issued approximately $13.5 billion of BAB general obligation bonds and the SPWB issued
$551 million of BAB lease-revenue bonds. The remaining aggregate amount of the subsidy payments expected to be received from fiscal year
2015-16 through the maturity of these bonds (usually, 20 to 30 years) is approximately $7.5 billion for the general obligations BABs and $191.8
million for the SPWB lease-revenue BABs. Federal legislative proposals have been made from time to time which would provide for further
issuance of BABs, but none have been enacted into law.

Pursuant to federal budget legislation, beginning in March 1, 2013, and continuing until U.S. Congress takes any further action, the federal
government s BAB subsidy payments will were reduced as part of a sequestration of many program expenditures. The IRS has stated that each
BAB subsidy payment will be reduced by 8.7 percent for the balance of the federal fiscal year ending September 30, 2013. The State had been
scheduled to receive approximately $367 million in BAB subsidy payments for the 2013 federal fiscal year. The amount of the reduction of the
BAB subsidy payment has been less than $30 million annually and is presently scheduled to continue until 2025, although Congress can

terminate or modify it sooner, or extend it. None of the BAB subsidy payments are pledged to pay debt service for the general obligation and
SPWB BABEs, so this reduction will not affect the State s ability to pay its debt service on time, nor have any material impact on the State s
General Fund.

Future Issuance Plans. Based on estimates from the Department of Finance, and sales completed in the first half of fiscal year 2015-16,
approximately $2.2 billion of new money general obligation bonds (some of which may initially be in the form of commercial paper notes) and
approximately $224 million of lease-revenue bonds are expected to be issued in fiscal year 2015-16. Based on estimates from the 2016-17
proposed budget, approximately $4 billion of new money general obligation bonds and approximately $358 million of lease-revenue bonds are
expected to be issued in fiscal year 2016-17. These projections will be updated based on
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updated funding needs and actual spending. The actual amount of bonds sold will depend on other factors such as overall budget constraints and
market conditions. The State also expects to issue refunding bonds as market conditions warrant.

Tobacco Settlement Revenue Bonds. In 1998, the State signed a settlement agreement (the MSA ) with four major cigarette manufacturers (the
participating manufacturers ). Under the MSA, the participating manufacturers agreed to make payments to the State in perpetuity, which
payments were predicted at the time to total approximately $25 billion over the first 25 years. Under a separate Memorandum of Understanding,
half of the payments made by the cigarette manufacturers will be paid to the State and half to local governments, subject to certain adjustments.

The Tobacco Securitization Law, enacted in 2002, authorized the establishment of a special purpose trust to purchase those assets and to issue
revenue bonds secured by the tobacco settlement revenues. Legislation in 2003 amended the Tobacco Securitization Law to authorize a credit
enhancement mechanism that requires the Governor to request an appropriation from the General Fund in the annual Budget Act to pay debt
service and other related costs in the event tobacco settlement revenues and certain other amounts are insufficient. The Legislature is not
obligated to make any General Fund appropriation so requested. The credit enhancement mechanism only applies to certain tobacco settlement
bonds that were issued in 2005, 2013, and 2015 with an outstanding principal amount of approximately $2.4 billion (the Enhanced Bonds ). The
Enhanced Bonds are neither general nor legal obligations of the State or any of its political subdivisions and neither the faith and credit nor the
taxing power nor any other assets or revenues of the State or any of its political subdivisions shall be pledged to the payment of the Enhanced
Bonds. However, as described above, the State committed to request the Legislature for a General Fund appropriation in the event there are
insufficient tobacco settlement revenues to pay debt service with respect to the Enhanced Bonds, and certain other available amounts, including
the reserve fund for the Enhanced Bonds, are depleted. This appropriation has been requested and approved by the Legislature but use of the
appropriated moneys has never been required.

Draws on the reserve fund for the Enhanced Bonds in the amount of approximately $7.9 million were used to make required debt service
payments on the 2005 bonds in 2011 and 2012. In April 2013, the reserve fund was replenished in full from tobacco revenues. As of December
1, 2015, the balance of the reserve fund for the Enhanced Bonds was $150 million. If, in any future year tobacco settlement revenues are less
than required debt service payments on the Enhanced Bonds in such year, additional draws on the reserve fund will be required and at some
point in the future the reserve fund may become fully depleted. The State is not obligated to replenish the reserve fund from the General Fund, or
to request an appropriation to replenish the reserve fund.

Unemployment Insurance Fund Borrowing. Commencing in fiscal year 2011-12, the State has been required to pay interest on loans made by
the federal government to the State s Unemployment Insurance Fund (the UI Fund ). The UI Fund deficit reached $10.2 billion at the end of
calendar year 2012, but has decreased to $6.7 billion at the end of calendar year 2015. The UI Fund deficit is projected to be $4.5 billion at the
end of calendar year 2016. Fiscal year 2015-16 and projected fiscal year 2016-17 amounts from the General Fund to make these interest
payments are less than $200 million annually.

Office of Statewide Health Planning and Development Guarantees. The Office of Statewide Health Planning and Development of the State of
California ( OSHPD ) insures loans and bond issues for the financing and refinancing of construction and renovation projects for nonprofits and
publically-owned healthcare facilities. This program is currently authorized by statute to insure up to $3 billion for health facility projects. As of
October 31, 2015, OSHPD insured approximately 103 loans to nonprofit or publicly owned health facilities throughout California for
approximately $1.8 billion. The cash balance of the fund was approximately $164.3 million as of October 31, 2015.

Cash Flow Borrowings. The majority of the State s General Fund receipts are received in the latter part of the fiscal year. Disbursements from
the General Fund occur more evenly throughout the fiscal year. The State s cash management program customarily addresses this timing
difference by making use of internal borrowing and by issuing short-term notes in the capital markets when necessary.
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Internal Borrowing. The General Fund is currently authorized by law to borrow for cash management purposes from more than 700 of the State s
approximately 1,300 other funds in the State Treasury (the Special Funds ). Total borrowing from Special Funds must be approved quarterly by

the Pooled Money Investment Board ( PMIB ). The State Controller submits an authorization request to the PMIB quarterly, based on forecasted
available funds and borrowing needs. The Legislature may from time to time adopt legislation establishing additional authority to borrow from

Special Funds. As of the 2015 Budget Act, the General Fund is projected to have up to approximately $27 billion of internal funds (excluding

the Budget Stabilization Account ( BSA ) and the Special Fund for Economic Uncertainties SFEU ) available during fiscal year 2015-16. One fund
from which moneys may be borrowed to provide additional cash resources to the General Fund is the BSA. While during fiscal years 2008-09

through 2013-14, there were no funds available in the BSA, the BSA is now funded at a projected $3.5 billion in fiscal year 2015-16. The State

also may transfer funds into the General Fund from the SFEU, which is not a special fund.

External Borrowing. External borrowing is typically done with external revenue anticipation notes ( RANs ) that are payable not later than the last
day of the fiscal year in which they are issued. Prior to the current fiscal year, RANs had been issued in all but one fiscal year since the

mid-1980s and have always been paid at maturity. No RANSs are planned in fiscal years 2015-16 or 2016-17. The State also is authorized under
certain circumstances to issue revenue anticipation warrants ( RAWSs ) that are payable in the subsequent fiscal year. The State issued RAWS to
bridge short-term cash management shortages in the early 1990s and early 2000s.

RANSs and RAWs are both payable from any Unapplied Money in the General Fund on their maturity date, subject to the prior application of
such money in the General Fund to pay Priority Payments. Priority Payments are payments as and when due to: (i) support the public school
system and public institutions of higher education (as provided in Section 8 of Article X VI of the State Constitution); (ii) pay principal of and
interest on general obligation bonds and general obligation commercial paper notes of the State; (iii) reimburse local governments for certain
costs for realigned public safety programs if not provided from a share of State sales and use taxes, as provided in Article XIII, Section 36 of the
State Constitution, enacted by Proposition 30; (iv) provide reimbursement from the General Fund to any special fund or account to the extent
such reimbursement is legally required to be made to repay borrowings therefrom pursuant to California Government Code Sections 16310 or
16418; and (v) pay State employees wages and benefits, State payments to pension and other State employee benefit trust funds, State Medi-Cal
claims, lease payments to support lease revenue bonds, and any amounts determined by a court of competent jurisdiction to be required by
federal law or the State Constitution to be paid with State warrants that can be cashed immediately.

The State entered fiscal year 2014-15 in the strongest cash position since the start of the last recession in 2008. For the first time since fiscal year
2007-08, the State began a fiscal year without any internal borrowings, and a positive cash balance in the General Fund of $1.9 billion. The State
managed its cash flow needs for fiscal year 2014-15 entirely through the use of internal borrowing and a RANs borrowing of $2.8 billion, the
smallest RANs borrowing since fiscal year 2006-07. The State s cash position continued to be strong entering fiscal year 2015-16, as the General
Fund ended the previous year with a positive cash balance of $2.5 billion. The State s cash flow projections for fiscal year 2015-16 indicate that
internal borrowings will be sufficient and available to meet the normal peaks and valleys of the State s cash needs, while maintaining a cushion at
all times of at least $2.5 billion. Accordingly, the State does not plan to use any external RANs borrowing in fiscal year 2015-16, only the

second time this has occurred since the commencement of annual RANs borrowings in the early 1980s. The 2016-17 proposed budget assumes a
continuation of a strong cash position throughout the year, with no plans for external cash flow borrowing.

State fiscal officers constantly monitor the State s cash position and if it appears that cash resources may become inadequate (including the
maintenance of a projected cash reserve of at least $2.5 billion at any time), they will consider the use of other cash management techniques,
including seeking additional legislation.
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The State has employed additional cash management measures during some fiscal years; all of the following techniques were used at one time or
another during the last several fiscal years, but none are planned in fiscal year 2015-16: (i) the State Controller has delayed certain types of
disbursements from the General Fund; (ii) legislation was enacted to increase the State s internal borrowing capability and the State has increased
the General Fund s internal borrowing; (iii) legislation was enacted to defer some of the State s disbursements until later in the then-current fiscal
year, when more cash receipts are expected; and (iv) the issuance of registered warrants because of insufficient cash resources. From time to

time, the Legislature changes by statute the due date for various payments, including those owed to public schools, universities and local
governments, until a later date in the fiscal year in order to align more closely the State s revenue with its expenditures. This technique has been
used several times in the last few fiscal years. Some of these statutory deferrals were made permanent, and others were implemented for only

one fiscal year.

Retirement Liabilities. The State s retirement programs are projected to have significant and growing unfunded liabilities. The Governor s
2016-17 proposed budget estimates that the State currently has $72 billion in unfunded retiree health care obligations. If the State does not take
action concerning these liabilities soon, the extra costs needed to retire these unfunded liabilities over the next few decades will likely increase
dramatically. Lower than expected investment returns have been a primary reason for the growth of unfunded pension liabilities in the last
decade. There has also been benefit increases that are implemented retroactively, and demographic and pay changes among employees and
retirees. In addition, the State has very little flexibility under case law to alter benefit and funding arrangements for current employees.

Generally, pension benefit packages, once promised to an employee, cannot be reduced, either retrospectively or prospectively. There can be no
assurance that the State s annual required contributions to CalPERS and CalSTRS will not significantly increase in the future. The actual amount
of any increases will depend on a variety of factors, including, but not limited to, investment returns, actuarial assumptions, experience and
retirement benefit adjustments. In addition, governments typically do not pre-fund their retiree health liabilities. This means that future taxpayers
may bear a larger cost burden for these benefits. Unlike pensions, there are no investment returns under this type of funding structure to cover a
large portion of benefit costs.

Health Care Reform. California continues implementation of the federal Affordable Care Act. Since January 1, 2014, more than 5 million
Californians have obtained health insurance, either through the State s new insurance exchange (Covered California) or through the two part
(mandatory and optional) expansion of Medi-Cal. The mandatory Medi-Cal expansion simplified eligibility, enrollment, and retention rules that
make it easier to get and stay on Medi- Cal.

The optional expansion of Medi-Cal extended eligibility to adults without children, and parent and caretaker relatives with incomes up to 138
percent of the federal poverty level. The 2016-17 proposed budget includes costs of $13.7 billion ($551.5 million from the General Fund) in
fiscal year 2016-17 for the optional expansion. The federal government has committed to pay nearly 100 percent of the costs of this expansion
for the first three years. Beginning January 1, 2017, California will begin to assume 5 percent of these costs with California s contribution
gradually increasing each fiscal year until fiscal year 2020-21, when the State will pay 10 percent of the total costs. By fiscal year 2020-21, the
General Fund share for the optional expansion is estimated to be $2.1 billion. The 2016-17 proposed budget projects the optional expansion
caseload to be 3.4 million in fiscal year 2016-17.

Litigation

The State of California is a party to numerous legal proceedings, many of which normally occur in governmental operations. In addition, the

State of California is involved in certain other legal proceedings (described in the State of California s recent financial statements) that, if decided
against the State of California might require the State of California to make significant future expenditures or substantially impair future revenue
sources. Because of the prospective nature of these proceedings, it is not presently possible to predict the outcome of such litigation, estimate the
potential impact on the ability of the State to pay debt service costs on its obligations, or determine what impact, if any, such proceedings may
have on the Fund.
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NUVEEN CALIFORNIA DIVIDEND ADVANTAGE MUNICIPAL FUND
333 West Wacker Drive
Chicago, Illinois 60606
STATEMENT OF ADDITIONAL INFORMATION
May 9, 2016

Nuveen California Dividend Advantage Municipal Fund (the Fund ) is a diversified, closed-end management investment company registered
under the Investment Company Act of 1940, as amended (the 1940 Act ). The Fund was incorporated under the laws of the Commonwealth of
Massachusetts on December 1, 1998.

This Statement of Additional Information (the SAI ) relating to Common Shares of the Fund ( Common Shares ) does not constitute a prospectus,
but should be read in conjunction with the prospectus relating thereto dated May 9, 2016 (the Prospectus ). This SAI does not include all
information that a prospective investor should consider before purchasing Common Shares. Investors should obtain and read the Prospectus

prior to purchasing such shares. In addition, the Fund s financial statements and the independent registered public accounting firm s report therein
included in the Fund s annual report dated February 29, 2016, are incorporated herein by reference. You may obtain a copy of the Prospectus

may be obtained without charge by calling (800) 257-8787. You may also obtain a copy of the Prospectus on the U.S. Securities and Exchange
Commission s (the SEC ) web site (http://www.sec.gov). Capitalized terms used but not defined in this SAI have the meanings ascribed to them in
the Prospectus.
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USE OF PROCEEDS

The net proceeds from the issuance of Common Shares hereunder will be used by the Fund to invest in various municipal securities, in

accordance with the Fund s investment objectives and policies as stated below. To the extent the Fund uses the net proceeds of any offering to

invest in municipal securities, it is presently anticipated that the Fund will be able to invest substantially all of such proceeds in securities that

meet the Fund s investment objective and policies within one month from the date on which the proceeds from an offering are received by the

Fund. Pending such investment, it is anticipated that the proceeds will be invested in short-term or long-term securities issued by the U.S.

Government and its agencies or instrumentalities or in high quality, short-term money market instruments. See Risk Factors Leverage Risk and
Use of Leverage in the Prospectus.

INVESTMENT RESTRICTIONS

Except as described below, the Fund, as a fundamental policy, may not, without the approval of the holders of a majority of the outstanding
Common Shares and preferred shares, including VRDP Shares, voting together as a single class, and of the holders of a majority of the
outstanding preferred shares, including VRDP Shares, voting as a separate class:

(1) Issue senior securities, as defined in the 1940 Act, other than Preferred Shares, except to the extent such issuance might be involved with
respect to borrowings described under subparagraph (2) below;!

(2) Borrow money, except from banks for temporary or emergency purposes or for repurchase of its shares, and then only in an amount not
exceeding one-third of the value of the Fund s total assets including the amount borrowed less the Fund s liabilities (other than borrowings);

(3) Act as underwriter of another issuer s securities, except to the extent that the Fund may be deemed an underwriter within the meaning of the
Securities Act of 1933, as amended (the 1933 Act ) in connection with the purchase and sale of portfolio securiti&s;

(4) Invest more than 25% of its total assets in securities of issuers in any one industry; provided, however, that such limitation shall not apply to
municipal bonds other than those municipal bonds backed only by the assets and revenues of non-governmental users;

(5) Purchase or sell real estate, but this shall not prevent the Fund from investing in municipal securities secured by real estate or interests
therein;

(6) Purchase or sell physical commodities unless acquired as a result of ownership of securities or other instruments (but this shall not prevent
the Fund from purchasing or selling options, futures contracts or derivative instruments or from investing in securities or other instruments
backed by physical commodities);

Section 18(c) of the 1940 Act generally limits a registered closed-end investment company to issuing one class of senior securities
representing indebtedness and one class of senior securities representing stock, except that the class of indebtedness or stock may be issued
in one or more series, and promissory notes or other evidences of indebtedness issued in consideration of any loan, extension, or renewal
thereof, made by a bank or other person and privately arranged, and not intended to be publicly distributed, are not deemed a separate class
of senior securities.

Section 18(a) of the 1940 Act generally prohibits a registered closed-end fund from incurring borrowings if, immediately thereafter, the
aggregate amount of its borrowings exceeds 33 !/,% of its total assets.

Section 21 of the 1940 Act makes it unlawful for a registered investment company, like the Fund, to lend money or other property if (i) the
investment company s policies set forth in its registration statement do not permit such a loan or (ii) the borrower controls or is under
common control with the investment company. The Fund has not applied for, and currently does not intend to apply for, any exemptive
relief that would allow it to make loans outside of the limits of the 1940 Act.
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(7) Make loans, except as permitted by 1940 Act and exemptive orders granted under the 1940 Act;'

(8) Invest more than 5% of its total assets in securities of any one issuer, except that this limitation shall not apply to securities of the U.S.
government, its agencies and instrumentalities or to the investment of 25% of its total assets; and

(9) Invest, under normal circumstances, less than 80% of its Managed Assets in municipal securities and other related investments, the income
from which is exempt from regular federal and California income taxes.

For purposes of the foregoing, majority of the outstanding, when used with respect to particular shares of the Fund, means (i) 67% or more of the
shares present at a meeting, if the holders of more than 50% of the shares are present or represented by proxy, or (ii) more than 50% of the
shares, whichever is less.

For the purpose of applying the limitation set forth in subparagraph (4) above, such policy will apply to municipal securities if the payment of
principal and interest for such securities is derived solely from a specific project, and in that situation the Fund will consider such municipal
securities to be in an industry associated with the project.

For the purpose of applying the limitation set forth in subparagraph (8) above, an issuer shall be deemed the sole issuer of a security when its
assets and revenues are separate from other governmental entities and its securities are backed only by its assets and revenues. Similarly, in the
case of a non-governmental issuer, such as an industrial corporation or a privately owned or operated hospital, if the security is backed only by
the assets and revenues of the non-governmental issuer, then such non-governmental issuer would be deemed to be the sole issuer. Where a
security is also backed by the enforceable obligation of a superior or unrelated governmental or other entity (other than a bond insurer), it shall
also be included in the computation of securities owned that are issued by such governmental or other entity. Where a security is guaranteed by a
governmental entity or some other facility, such as a bank guarantee or letter of credit, such a guarantee or letter of credit would be considered a
separate security and would be treated as an issue of such government, other entity or bank. When a municipal bond is insured by bond
insurance, it shall not be considered a security that is issued or guaranteed by the insurer; instead, the issuer of such municipal bond will be
determined in accordance with the principles set forth above. The foregoing restrictions do not limit the percentage of the Fund s assets that may
be invested in municipal securities insured by any given insurer.

Under the 1940 Act, the Fund may invest only up to 10% of its total assets in the aggregate in shares of other investment companies and only up
to 5% of its total assets in any one investment company, provided the investment does not represent more than 3% of the voting stock of the
acquired investment company at the time such shares are purchased. The Fund will bear its ratable share of that investment company s expenses,
and will remain subject to payment of the Fund s management, advisory and administrative fees with respect to assets so invested. Holders of
Common Shares would therefore be subject to duplicative expenses to the extent the Fund invests in other investment companies. In addition,
the securities of other investment companies may also be leveraged and will therefore be subject to leverage risks.

In addition to the foregoing fundamental investment policies, the Fund is also subject to the following non-fundamental restrictions and policies,
which may be changed by the Board of Trustees. The Fund may not:

(1) Sell securities short, unless the Fund owns or has the right to obtain securities equivalent in kind and amount to the securities sold, at no
added cost, and provided that transactions in options, futures contracts, options on futures contracts, or other derivative instruments are not
deemed to constitute selling securities short.

' Section 18(c) of the 1940 Act generally limits a registered closed-end investment company to issuing one class of senior securities

representing indebtedness and one class of senior securities representing stock, except that the class of indebtedness or stock may be
issued in one or more series, and promissory notes or other evidences of indebtedness issued in consideration of any loan, extension,
or renewal thereof, made by a bank or other person and privately arranged, and not intended to be publicly distributed, are not deemed
a separate class of senior securities.
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(2) Invest more than 10% of its Managed Assets in securities of other open- or closed-end investment companies (including ETFs) that invest
primarily in municipal securities of the types in which the Fund may invest directly.

(3) Enter into futures contracts or related options or forward contracts, if more than 30% of the Fund s net assets would be represented by futures
contracts or more than 5% of the Fund s net assets would be committed to initial margin deposits and premiums on futures contracts and related
options.

(4) Purchase securities when borrowings exceed 5% of its total assets if and so long as Preferred Shares are outstanding.

(5) Purchase securities of companies for the purpose of exercising control, except that the Fund may invest up to 5% of its net assets in

tax-exempt or taxable fixed-income securities or equity securities for the purpose of acquiring control of an issuer whose municipal bonds (a) the
Fund already owns and (b) have deteriorated or are expected shortly to deteriorate significantly in credit quality, provided Nuveen Asset
Management, LLC ( Nuveen Asset Management ), the Fund s investment sub-adviser, determines that such investment should enable the Fund to
better maximize the value of its existing investment in such issuer.

(6) Invest, under normal circumstances, less than 80%of its Managed Assets in investment grade securities that, at the time of investment, are
rated within the four highest grades (Baa or BBB or better) by at least one nationally recognized statistical ratings organizations ( NRSROs ) or
are unrated but judged to be of comparable quality by Nuveen Asset Management.

(7) Invest more than 20% of its Managed Assets in municipal securities that at the time of investment are rated below investment grade or are
unrated but judged to be of comparably quality by Nuveen Asset Management.

(8) Invest more than 10% of the Fund s Managed Assets in municipal securities rated below B3/B- or that are unrated but judged to be of
comparable quality by Nuveen Asset Management.

The restrictions and other limitations set forth above will apply only at the time of purchase of securities and will not be considered violated
unless an excess or deficiency occurs or exists immediately after and as a result of an acquisition of securities.

At least six months prior to the scheduled redemption of all outstanding VRDP Shares in 2041, the Fund will maintain segregated assets rated at
least investment grade (and including certain deposit securities, including, but not limited to, cash or cash equivalents, U.S. Government
Securities, highly rated municipal obligations or money market funds, in an amount equal to 20% of segregated assets, with 135 days remaining
to the redemption date, increasing to 100% with 15 days remaining) with a market value equal to at least 110% of the liquidation preference of
all outstanding VRDP Shares until the redemption of all such outstanding VRDP Shares.

INVESTMENT OBJECTIVES, POLICIES AND TECHNIQUES

The following information supplements the discussion of the Fund s investment objectives, policies, and techniques that are described in the
Prospectus.
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