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ITEM 1. REPORTS TO STOCKHOLDERS.

The Report to Shareholders is attached herewith.
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Annual Report
December 31, 2008

TO OUR SHAREHOLDERS,

The Sarbanes-Oxley Act requires a fund's principal executive and financial
officers to certify the entire contents of the semi-annual and annual
shareholder reports in a filing with the Securities and Exchange Commission on
Form N-CSR. This certification would cover the portfolio manager's commentary
and subjective opinions if they are attached to or a part of the financial
statements. Many of these comments and opinions would be difficult or impossible
to certify.

Because we do not want our portfolio managers to eliminate their opinions
and/or restrict their commentary to historical facts, we have separated their
commentary from the financial statements and investment portfolio and have sent
it to you separately. Both the commentary and the financial statements,
including the portfolio of investments, will be available on our website at
www.gabelli.com.

Enclosed are the audited financial statements and the investment portfolio
as of December 31, 2008.

COMPARATIVE RESULTS

AVERAGE ANNUAL RETURNS THROUGH DECEMBER 31, 2008 (a)

Quarter 1 Year 3 Year 5 Year 10 Y

GABELLI CONVERTIBLE AND INCOME SECURITIES FUND
NAV TOTAL RETURN (D) ...ttt i, (14.98)% (25.77)% (3.52)% (0.58)% 1.
INVESTMENT TOTAL RETURN (C) vttt intennennennnnn (0.62) (18.02) (4.93) (3.09) 2.
S&P 500 INAeX v ittt i ittt ittt e e e (21.95) (36.99) (8.36) (2.19) (1.
Barclays Capital Government/Corporate Bond Index ... 6.42 5.70 5.56 4.64 5.
Lipper Convertible Securities Fund Average ......... (18.76) (33.82) (8.09) (2.75) 1.

(a) RETURNS REPRESENT PAST PERFORMANCE AND DO NOT GUARANTEE FUTURE RESULTS.
INVESTMENT RETURNS AND THE PRINCIPAL VALUE OF AN INVESTMENT WILL FLUCTUATE.
WHEN SHARES ARE SOLD, THEY MAY BE WORTH MORE OR LESS THAN THEIR ORIGINAL
COST. CURRENT PERFORMANCE MAY BE LOWER OR HIGHER THAN THE PERFORMANCE DATA
PRESENTED. VISIT WWW.GABELLI.COM FOR PERFORMANCE INFORMATION AS OF THE MOST
RECENT MONTH END. PERFORMANCE RETURNS FOR PERIODS OF LESS THAN ONE YEAR ARE
NOT ANNUALIZED. INVESTORS SHOULD CAREFULLY CONSIDER THE INVESTMENT
OBJECTIVES, RISKS, CHARGES, AND EXPENSES OF THE FUND BEFORE INVESTING. THE
S&P 500 INDEX IS AN UNMANAGED INDICATOR OF STOCK MARKET PERFORMANCE. THE
BARCLAYS CAPITAL GOVERNMENT/CORPORATE BOND INDEX IS AN UNMANAGED MARKET
VALUE WEIGHTED INDEX THAT TRACKS THE TOTAL RETURN PERFORMANCE OF FIXED
RATE, PUBLICLY PLACED, DOLLAR DENOMINATED OBLIGATIONS. THE LIPPER
CONVERTIBLE SECURITIES FUND AVERAGE REFLECTS THE AVERAGE PERFORMANCE OF
OPEN-END MUTUAL FUNDS CLASSIFIED IN THIS PARTICULAR CATEGORY. DIVIDENDS AND
INTEREST INCOME ARE CONSIDERED REINVESTED. YOU CANNOT INVEST DIRECTLY IN AN
INDEX.

(b) TOTAL RETURNS AND AVERAGE ANNUAL RETURNS REFLECT CHANGES IN THE NET ASSET
VALUE ("NAV") PER SHARE, REINVESTMENT OF DISTRIBUTIONS AT NAV ON THE
EX-DIVIDEND DATE, AND ADJUSTMENTS FOR RIGHTS OFFERINGS AND ARE NET OF
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EXPENSES. SINCE INCEPTION RETURN IS BASED ON AN INITIAL NAV OF $10.00.

(c) TOTAL RETURNS AND AVERAGE ANNUAL RETURNS REFLECT CHANGES IN CLOSING MARKET
VALUES ON THE NEW YORK STOCK EXCHANGE, REINVESTMENT OF DISTRIBUTIONS, AND
ADJUSTMENTS FOR RIGHTS OFFERINGS. SINCE INCEPTION RETURN IS BASED ON AN
INITIAL OFFERING PRICE OF $11.25.

(d) THE FUND CONVERTED TO CLOSED-END STATUS ON MARCH 31, 1995 AND HAD NO
OPERATING HISTORY ON THE NEW YORK STOCK EXCHANGE PRIOR TO THAT DATE.

(e) FROM JUNE 30, 1989, THE DATE CLOSEST TO THE FUND'S INCEPTION FOR WHICH DATA
IS AVAILABLE.

Sincerely yours,

/s/ Bruce N. Alpert

Bruce N. Alpert
February 20, 2009 President

THE GABELLI CONVERTIBLE AND INCOME SECURITIES FUND INC.
SUMMARY OF PORTFOLIO HOLDINGS (UNAUDITED)

The following table presents portfolio holdings as a percent of total
investments as of December 31, 2008:

LONG POSITIONS

U.S. Government Obligations . ... iiii it iin ittt ettt eeaaeeeeneens 42.6%
Energy and Utdlities ..ttt ittt ittt et ettt e et ettt eaaeeaaneens 10.6%
Health Care ittt ittt e et e e et e e ettt ee ettt aeeeeeeeeeaaeeeaneens 5.7%
Financial ServiCes ittt ittt it ittt ettt et ettt e e e e 5.1%
Automotive: Parts and ACCESSOTrIeS t i ittt eeeeeeeeneeeeeeeenneeeens 4.1%
CoNSUMETY ProOdUCE S v ittt ittt ittt e et ettt ettt eaeeeeeeseeaaeeeaneens 3.8%
FOOd anNd BeVeTaAgE v vttt ittt ettt teeeeeeeeeneeeeeseeaeeeeeeeeeaeeeeeneens 3.7%
Communications EQUipment ... ...ttt ettt et eeeeeeeeaaaeeeneens 3.7%
Diversified Industrial . ...t iiii ittt ittt eeeeeeeeeeaaeeaeneens 3.1%
BroadCasting vttt it e e e e e e e e e e e e e e et et e 3.0%
2 it e 2.8%
TeleCommMUNICAt 10N S vttt i it ettt e e e e e e ettt e e et e eeaeeeeeeeenaeaees 1.7%
Wireless CommuUNications . ...ttt ittt ettt ettt eeeeeeeeeeananns 1.4%
Specialty ChemicCals ittt ittt et ettt ettt eeeeeeeeeeenaaaeens 1.4%
2T B = = i 1.3%
ComMPULEY HardWare v vt i i ittt ettt ettt et eaeeeeeeeeaeeeeeeseeaeeeeeneens 1.2%
J N el @ =3 o T o 1.1%
A Y et o B X = 0.8%
o=l o ¥ T i = i N ) o 0.8%
Hotels and Gaming .. vttt ittt ittt ettt ee et eaeeeeeeeeeaaeeeeneens 0.6%
Computer Software and ServViCEeS ..ttt ittt ittt ettt eeaeeeaeeeens 0.5%
Cable and Satellite ...ttt ittt ittt et ettt et ee ettt 0.3%
BUSINESS SerVICES vttt ittt ittt et et et ettt ettt e e e 0.3%
2o Bl 6 i o 0.2%
Equipment and SUPPLiesS it ittt ittt it ettt ettt eeeeee et eeaeeeaaeeens 0.1%
Manufactured Housing and Recreational Vehicles ..........iiiiitiiinnen.. 0.1%
Entertalnment . ... ..ttt e et e e e e e e e et e et e 0.0%
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THE GABELLI CONVERTIBLE AND INCOME SECURITIES FUND INC. (THE "FUND") FILES
A COMPLETE SCHEDULE OF PORTFOLIO HOLDINGS WITH THE SECURITIES AND EXCHANGE
COMMISSION (THE "SEC") FOR THE FIRST AND THIRD QUARTERS OF EACH FISCAL YEAR ON
FORM N-Q, THE LAST OF WHICH WAS FILED FOR THE QUARTER ENDED SEPTEMBER 30, 2008.
SHAREHOLDERS MAY OBTAIN THIS INFORMATION AT WWW.GABELLI.COM OR BY CALLING THE
FUND AT 800-GABELLI (800-422-3554). THE FUND'S FORM N-Q IS AVAILABLE ON THE
SEC'S WEBSITE AT WWW.SEC.GOV AND MAY ALSO BE REVIEWED AND COPIED AT THE SEC'S
PUBLIC REFERENCE ROOM IN WASHINGTON, DC. INFORMATION ON THE OPERATION OF THE
PUBLIC REFERENCE ROOM MAY BE OBTAINED BY CALLING 1-800-SEC-0330.

PROXY VOTING

The Fund files Form N-PX with its complete proxy voting record for the 12
months ended June 30th, no later than August 31st of each year. A description of
the Fund's proxy voting policies, procedures, and how the Fund voted proxies
relating to portfolio securities is available without charge, upon request, by
(i) calling 800-GABELLI (800-422-3554); (ii) writing to The Gabelli Funds at One
Corporate Center, Rye, NY 10580-1422; or (iii) visiting the SEC's website at
WWW.S€EeC.gov.

THE GABELLI CONVERTIBLE AND INCOME SECURITIES FUND INC.
SCHEDULE OF INVESTMENTS
DECEMBER 31, 2008

PRINCIPAL
AMOUNT COST
CONVERTIBLE CORPORATE BONDS -- 19.1%
AEROSPACE —-- 0.2%
S 300,000 GenCorp Inc., Sub. Deb. Cv.,
4.000%, 01/16/24 @ittt ettt e $ 205,388 $
AUTOMOTIVE: PARTS AND ACCESSORIES —-- 2.1%

2,114,000 Standard Motor Products Inc.,
Sub. Deb. Cv.,
6.750%, 07/15/00 ittt et e e e 2,018,399

BROADCASTING —-- 3.0%
4,500,000 Sinclair Broadcast Group Inc.,
Sub. Deb. Cv.,
6.000%, 09/15/12 ittt ettt et e 3,936,117
1,400,000 Sinclair Broadcast Group Inc.,
Sub. Deb. Cv. (STEP),

4.875%, 07/15/18 ittt ittt ettt e 1,296,326
5,232,443
BUSINESS SERVICES —-- 0.0%
900,000 BBN Corp., Sub. Deb. Cv.,
6.000%, 04/01/12+4 (@) tevetmmeeeeeeeeeeneeeannnnns 882,893
CABLE AND SATELLITE -- 0.0%
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400,000

3,000,000

600,000

100,000

1,400,000

50,000

10,000

300,000

400,000

10,000

PRINCIPAL
AMOUNT

$ 500,000

1,000,000

Adelphia Communications Corp.,
Sub. Deb. Cv.,
3.250%, 05/0L/21+ (@) &t tivinnemeit i iniieinenennns

COMMUNICATIONS EQUIPMENT -- 3.2%
Agere Systems Inc.,
Sub. Deb. Cv.,
6.500%, 12/15/09 it e e e e

COMPUTER HARDWARE —-- 0.3%
SanDisk Corp., Cv.,
1.000%, 05/15/13 ittt it ittt et e e

DIVERSIFIED INDUSTRIAL -- 0.9%
Griffon Corp., Ser. 2ND,

Sub. Deb. Cv.,

4.000%, 07/18/23 it ittt e ettt
Roper Industries Inc.,

Sub. Deb. Cv. (STEP),

1.481%, 01/15/34 @ittt ittt et e et e
Trinity Industries Inc.,

Sub. Deb. Cv.,

3.875%, 06/0L/36 vt ittt ettt e

ELECTRONICS -- 0.3%
Artesyn Technologies Inc.,

Sub. Deb. Cv.,

5.500%, 08/15/10 (DB) vttt ittt
CTS Corp., Sub. Deb. Cv.,

2.125%, 05/01/24 it e e e e e e e

ENERGY AND UTILITIES -- 0.4%
Unisource Energy Corp., Cv.,
4.500%, 03/01/35 (D) ttvirite ittt et

EQUIPMENT AND SUPPLIES —— 0.0%
Regal-Beloit Corp., Sub. Deb. Cv.,
2.750%, 03/15/24 ittt e e e e e e e

FINANCIAL SERVICES -- 1.3%
Conseco Inc., Cv. (STEP),

3.500%, 09/30/35 (D) ttvirite ittt ettt
PrivateBancorp Inc., Cv.,

3.625%, 03/15/27 ittt e e e e e e e

HEALTH CARE —- 1.6%
Advanced Medical Optics Inc.,
Sub. Deb. Cv.,

127,000

93,120

710,552

10,000

283,108

$ 503,866

1,000,785

$ 2



Edgar Filing: GABELLI CONVERTIBLE & INCOME SECURITIES FUND INC - Form N-CSR

1,000,000
1,000,000
100,000

100,000

150,000

2,500,000

60,000

100,000

3,200,000

2,200,000

1,500,000

SHARES

4,000

15,143

20,000

600

2.500%, O07/15/24 .
3.250%, 08/01/26 it

Chemed Corp., Cv.,

1.875%, 05/15/14 ..t

Millipore Corp., Cv.,

3.750%, 06/01/26 ittt

Thoratec Corp.,
Sub. Deb. Cv. (STEP),

1.380%, 05/16/34 ..t

REAL ESTATE —-- 1.3%
Palm Harbor Homes Inc., Cv.,

3.250%, 05/15/24 ..t

RETAIL —-- 1.9%
Costco Wholesale Corp.,
Sub. Deb. Cv.,

Zero Coupon, 08/19/17 v eennnnnnn.

Pier 1 Imports Inc., Cv. (STEP),

6.375%, 02/15/36 i e

The Great Atlantic &
Pacific Tea Co. Inc., Cv.,

5.125%, 06/15/11 ...

SPECIALTY CHEMICALS -- 1.2%
Ferro Corp., Cv.,

6.500%, 08/15/13 ..t

WIRELESS COMMUNICATIONS -- 1.4%
Nextel Communications Inc., Cv.,

5.250%, 01/15/10 ..ttt

TOTAL CONVERTIBLE CORPORATE BONDS .............

CONVERTIBLE PREFERRED STOCKS -- 2.1%
AGRICULTURE -- 0.2%

Archer-Daniels-Midland Co.,

6.250% Cv. Pfd. ...t

BUSINESS SERVICES -- 0.0%
Interep National Radio Sales Inc.,
4.000% Cv. Pfd.,

Ser. A+ (3) (D) (C) v e ettt it et e e et et et

Key3Media Group Inc. (STEP),

5.500% Cv. Pfd., Ser. B+ (A) +uvieieennnnnn.

COMMUNICATIONS EQUIPMENT -- 0.2%
Lucent Technologies
Capital Trust I,

914,222
816,242

78,001

105,708

50,245

95,431

3,151,305

135,637

1,347,184

499,993
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T7.750% Cv. PEd. .. i e

See accompanying notes to financial statements.

THE GABELLI CONVERTIBLE AND INCOME SECURITIES FUND INC.
SCHEDULE OF INVESTMENTS (CONTINUED)
DECEMBER 31, 2008

SHARES

CONVERTIBLE PREFERRED STOCKS (CONTINUED)
ENERGY AND UTILITIES -- 0.6%
6,000 AES Trust IITI,
6.750% Cv. PEd. ittt it i
500 El Paso Corp.,
4.990% Cv. Pfd. (B) ittt i i
300 El Paso Energy Capital Trust I,
4.750% Cv. PEd. it e e

ENTERTAINMENT —- 0.0%
7,000 Six Flags Inc.,
7.250% Cv. Pfd. ittt ittt it e e i e

FINANCIAL SERVICES -- 0.1%
100 Alleghany Corp.,
5.750% Cv. Pfd. ..t e e
36,000 Federal National Mortgage
Association, 8.750%,
Cv. Pfd., Ser. 08—l ..ttt ittt tteteeeeeeennenns

HEALTH CARE —-- 0.0%
100 Elite Pharmaceuticals Inc.,

$2.32 Cv. Pfd. Ser. C+ () (C) wvv it

TELECOMMUNICATIONS -- 0.3%
14,000 Cincinnati Bell Inc.,
6.750% Cv. Pfd., Ser. B ittt ttetteetenennenns

TRANSPORTATION —- 0.7%
2,500 GATX Corp., $2.50 Cv. Pfd. ..ttt

TOTAL CONVERTIBLE
PREFERRED STOCKS ..ttt ittt ittt it ieiaeennn

COMMON STOCKS -- 35.1%

AEROSPACE -- 0.9%
8,600 KAmMan GO D e ettt ettt e et e e e et eeeeeeeeeeaeeeeeeeeeanens
8,000 Northrop Grumman COTP. v v e itee et eennneeeeeeennneeeens

356,750

$ 229,530

479,192

27,010

146,075

197,718
511,539



Edgar Filing: GABELLI CONVERTIBLE & INCOME SECURITIES FUND INC - Form N-CSR

3,000
52,500
3,003,000

50,000

12,000

310,000

493,409

15,000

2,000

SHARES

33,000

10,000

6,000
40,000
3,000

1,000
50,000
40,000

70,000
379,703

56,554

Rockwell Automation INC. ..ttt ttneeeeeneeneeeneenns 112,925
Rol11s—RoycCe Group PLlCt ittt ittt ettt e et eee e e eaannn 500,804
Rolls-Royce Group plc,
O 4,682
1,327,668
AUTOMOTIVE: PARTS AND ACCESSORIES -- 2.0%
Genuine Parts CO. t ittt it ettt ettt e eaeeaeeenenan 1,991,223
BROADCASTING —-- 0.0%
Emmis Communications Corp.,
O 71,102
BUSINESS SERVICES —-- 0.3%
Trans—Lux Corp.+ (d) .+t iii ittt eeeneannns 2,261,304
CABLE AND SATELLITE -- 0.3%
Adelphia Recovery Trust+t ...ttt ittt ennneeens 0
Cablevision Systems Corp.,
Cl e A it e e e e e e e e e e e e e 345,010
Rogers Communications Inc.,
0 28,913
373,923
COST
COMMUNICATIONS EQUIPMENT -- 0.3%
COTNING TNC . 4ttt ettt ettt eeeeeeeeaeeeeseeeenennaeeeens S 390,457
COMPUTER HARDWARE -- 0.9%
International Business
MacChinesS CoOrP . i ettt ettt ettt eaeeeeeeeenneaaens 831,067
COMPUTER SOFTWARE AND SERVICES -- 0.5%
Diebold InC. ittt ittt ettt ettt et et ettt et et 219,360
Furmanite Corp.t ittt ittt ettt 156,240
MicCrosSOft CoOrP . v iie ittt ittt ettt ettt e et e 74,880
450,480
CONSUMER PRODUCTS -- 3.8%
AVON ProdUCES INC. it ittt ittt ettt teeeeeeeneeaeeenens 27,516
Swedish Match AB ... ittt ittt et e ittt e et e 903,010
L0 5 o 2,744,557
3,675,083
DIVERSIFIED INDUSTRIAL —-- 2.2%
General Electric CO. ittt ittt ettt eneeaeeenenan 2,027,663
National Patent Development
Corp .t (@) (B) vi et it e e e e e e e e e e e e e e e 949,258
L2 0 G O sy e 1,090,751
4,067,672
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22,000

6,000
11,000
2,000
2,000
14,000
5,000
2,000
18,000
12,000
22,000
18,000
41,000
1,200,000
18,000
15,000
10,000

2,000
16,000

7,000
10,000

3,000

SHARES

5,000
34,000
100,000
3,000
10,000

3,000
52,000

ELECTRONICS -- 0.3%
5 o ) o G 3 T

ENERGY AND UTILITIES -- 8.8%

Anadarko PetroleUm COTP. .ttt et e eeneeeeeeeennneeens
BP PLC, ADR ittt ittt et e e e e e e e e e
Cameron International COrp.+ ..ttt enenneennnn
CH Energy Group INC. ...ttt ittt ittt it enenenenenenen
(O ol ) o G 1R
(67 o Yool o) =0 o R I 1 1§ o ¥ R
Devon Energy CoOrP. ittt it ittt ittt teteeeneneneneas
EXXON MODIL COrP . vt ittt ettt teee et eaeeeeeeeeeannns
FPL GrouUp INC. v ittt ittt ittt ittt et ittt eeneneneneneas
Great Plains ENergy INC. vttt eeeeeeenneneeneens
Halliburton CoO. v ittt ittt ittt ettt
Mirant CoOrpP .t vt ittt ittt et e e ettt et ettt
Mirant Corp., ESCTOWT (@) e iiiinteeneeeeeeeennneeens
National Fuel Gas CO. tiiiiiiitt it iinnnneeeeeeeennnnn
Northeast Utilities ...ttt ittt tiennnnn
Progress Energy Inc.,

[V (=
Puget Energy INC. ...ttt it ittt ittt as
Royal Dutch Shell plc,

Cl. A, ADR ittt ittt ettt ettt e e e e e
1S T @ T
Xcel ENergy INC. v vt ii ettt eeeeeeeeeeeeeeeeeeeeanens

EQUIPMENT AND SUPPLIES —— 0.1%
Mueller IndUSETriesS TNC. .+ttt ittt et enneeeeeeeennneeeens

See accompanying notes to financial statements.

THE GABELLI CONVERTIBLE AND INCOME SECURITIES FUND INC.

SCHEDULE OF INVESTMENTS (CONTINUED)
DECEMBER 31, 2008

COMMON STOCKS (CONTINUED)
FINANCIAL SERVICES —-- 3.7%
AllianceBernstein Holding LP .. ...ttt iiiin e eennnnenns
American EXPressS CO. tut ittt iieneeeeeeneeeeeeeenaeeeens
CitigroUP InC . v ittt it ettt ettt ae et eeaneeeeneens
MET Bank CoOrP . vt iii ittt ettt ettt e eaeeeeeeeenaeaeens
Marsh & McLennan

ComMPANIES TNC. v ittt ittt ettt et eeeeeeeeeeaneeeeeeens
Morgan Stanley ..ttt it e e e et e e
Wells FArgo & CO. tv vttt ittt ettt eeeeeeeeeeenaeaeens

203,993
708,340
29,116
68,966
856, 710
312,250
127,485
1,064,257
642,267
650,758
538,244
599,231

0

769,100
247,983

5,200
54,745

1,014,367
149,930
183,300

196,046
1,599,843
2,097,213

205,036

290,880
48,318
1,551,368

[
~

[
~
J W Doy D RPN O

o

= o O
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22,080
10,560

9,000
210,000

2,800
30,000

25,000
27,844

10,000
2,000

100,000
13,000

210,000

14,000

8,000

14,000

3,000

509

1,167

7,000

27,000

2,000

SHARES

FOOD AND BEVERAGE -- 3.7%
Cadbury PLC, ADR ittt ittt ettt ettt ettt
Dr. Pepper Snapple

GroUP INC .t ittt ittt it ettt ettt i ettt eeaeeeens
General Mills Inc.
Parmalat SpA, GDR (D) (C) v it ittt ittt et e e eaann
Pernod-Ricard SA ittt ittt e e e e e e e e
The Coca-Cola Co.

HEALTH CARE —- 4.1%
ELll Lilly & COu tttttte et ittt ee ettt aeeeeeeeeeannens
Elite Pharmaceuticals Inc.,

L N
Johnson & JONNSON v ittt ittt et ettt et eeeeeenens
Merck & Co. Inc.
= e I/ o Y P
UnitedHealth Group INC. .. ttiiiine ettt eneeeeeeeeannnn

HOTELS AND GAMING -- 0.6%
Ladbrokes PlC ittt ittt et e e e e e e e e e e e

MANUFACTURED HOUSING AND RECREATIONAL VEHICLES -- 0.0%
Fleetwood Enterprises INC.+ . iuiiiiineeeeeeeennnnnnns

RETAIL -- 0.9%
Wal-Mart StoresS INC. ittt iiiee et eeneeeeeeeenaeeeens
Walgreen CO. v vttt ittt ettt ee et eeaeeeeeeeenaeaeens

SPECIALTY CHEMICALS -- 0.2%
Rohm and Haas CO. vt ittt ittt ittt ettt eeeeeeeeeeannns

TELECOMMUNICATIONS —-- 1.4%
FairPoint

Communications TNC. .ttt tnneeeeeeeeneeeeneens
Frontier

Communications CoOrP. « ittt tteeeeeeeeeneeeeeeens
Philippine Long Distance

Telephone CoO., ADR .ttt ittt ittt ettt eneeeeeeeenneeeens
Verizon Communications TNC. ...ttt iinnneeeennnneens

TRANSPORTATION -- 0.1%
[N G @ o

1,116,240

326,997
444,804
897,621
273,277
1,311,355

1,347,217

8,241
670,622
56,160
2,584,103
522,560

355,856
492,696

4,964

10,153

178,067
987,783

10
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$

49

3,679

4,331

1,300

12,930

PRINCIPAL

AMOUNT

1,500,000

100,000

300,000

1,000,000

150,000

103,000

WIRELESS COMMUNICATIONS -- 0.0%
Winstar

Communications INC.+ (@) v vt tuteteteeeeeeenenennn
TOTAL

COMMON STOCKS vt ittt e ettt et o eseeeseesssassesssaseas

PREFERRED STOCKS -- 0.0%
TELECOMMUNICATIONS -- 0.0%
PTV Inc., 10.000% Pfd.,
S
WARRANTS —-- 0.0%
CONSUMER PRODUCTS -- 0.0%
Pillowtex Corp.,
expire 11/24/7094 (@) v vt iiit ettt ettt
FOOD AND BEVERAGE -- 0.0%

Parmalat SpA, GDR,
expire 12/31/15+ (@) (D) (C) v vvi ittt it i et i

HEALTH CARE —-- 0.0%

Elite Pharmaceuticals Inc.,
expire 04/24/12+ (a) (c)

TOTAL WARRANT S . it ittt it ittt ittt ie et

CORPORATE BONDS -- 1.1%

CONSUMER PRODUCTS -- 0.0%

Pillowtex Corp., Sub. Deb.,
9.000%, 12/15/09+ (a)

DIVERSIFIED INDUSTRIAL ——- 0.0%
Park-Ohio Industries Inc.,
Sub. Deb.,

8.375%, L11/15/14 .. e

ELECTRONICS —-- 0.2%
Stoneridge Inc.,
11.500%, 05/01/12 ittt ittt ettt

ENERGY AND UTILITIES -- 0.8%

Texas Competitive Electric
Holdings Co. LLC (STEP),
10.500%, 11/01/15 () tutiumi ittt e et e eee e

HEALTH CARE —-- 0.0%

Sabratek Corp., Sub. Deb.,
Zero Coupon, 04/15/09+ (a)

MANUFACTURED HOUSING AND RECREATIONAL VEHICLES -- 0.1%
Fleetwood Enterprises Inc.,
Sub. Deb.,

14.000%, 12/15/11 (a)

98,001

11
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TELECOMMUNICATIONS -- 0.0%
AMNEX Inc., Sub. Deb.,
30,000 8.500%, 09/25/49+ (@) (D) tvv ittt ittt
50,000 8.500%, 09/25/49+ (A) (D) (C) v vttt it teie e
TOTAL

CORPORATE BONDS ..ttt it it ittt ittt iies e eaaanennnenns

See accompanying notes to financial statements.

THE GABELLI CONVERTIBLE AND INCOME SECURITIES FUND INC.
SCHEDULE OF INVESTMENTS (CONTINUED)
DECEMBER 31, 2008

PRINCIPAL
AMOUNT

GOVERNMENT OBLIGATIONS —-- 42.6%
TREASURY CASH MANAGEMENT BILLS -- 5.7%
. Treasury Cash Management Bills,
0.112% to 0.137%++,
04/29/09 to 06/24/09 @ittt et $

c ca
0 n n

$ 5,220,000

U.S. TREASURY BILLS -- 32.0%
29,660,000 U.S. Treasury Bills,
0.071% to 1.924%++,
01/02/09 to 06/25/00 ittt it ettt e e

U.S. TREASURY NOTES —-- 4.9%
4,490,000 4.500%, 04/30/09 . e

TOTAL U.S. GOVERNMENT
OBLIGATIONS .ttt ittt ettt ittt e s e aaanennsenns

TOTAL INVESTMENTS —— 100.0% ..ttt ittt tiii it e $

5,216,684

OTHER ASSETS AND LIABILITIES (NET)
PREFERRED STOCK

(977,342 preferred shares outstanding) .........euiiiiintiineneneeennns

NET ASSETS —-- COMMON STOCK

(12,968,295 common shares outstanding) .........euiiiiintetnennnenennns

NET ASSET VALUE PER COMMON SHARE

($67,348,806 / 12,968,295 shares outstanding) ......uiiueeeneeeneennnnn

12
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(a) Security fair valued under procedures established by the Board of
Directors. The procedures may include reviewing available financial
information about the company and reviewing the valuation of comparable
securities and other factors on a regular basis. At December 31, 2008, the
market value of fair valued securities amounted to $549,849 or 0.59% of
total investments.

(b) Security exempt from registration under Rule 144A of the Securities Act of
1933, as amended. These securities may be resold in transactions exempt
from registration, normally to qualified institutional buyers. At December
31, 2008, the market value of Rule 144A securities amounted to $2,466,869
or 2.67% of total investments. Except as noted in (c), these securities are
liquid.

(c) At December 31, 2008, the Fund held investments in restricted and illiquid
securities amounting to $346,157 or 0.37% of total investments, which were
valued under methods approved by the Board of Directors as follows:

ACQUISITION
SHARES/ 12/31/08
PRINCIPAL ACQUISITION ACQUISITION CARRYING VALUE
AMOUNT ISSUER DATE COST PER UNIT
S 50,000 Amnex Inc., Sub. Deb., Cv.,
8.500%, 09/25/49 .............. 09/15/97 $ 48,801 ——
100 Elite Pharmaceuticals Inc.,
$2.32 Cv. Pfd. Ser C .......... 04/25/07 91,465 $ 50.2100
12,930 Elite Pharmaceuticals Inc.
Warrants expire 04/24/12 ...... 04/25/07 8,535 0.0643
15,143 Interep National Radio Sales Inc.,
4.000% Cv. Pfd., Ser. A ....... 05/03/02 1,347,184 ——
210,000 Parmalat SpA, GDR ........iveueenn. 04/10/03 897,621 1.6194
1,300 Parmalat SpA, GDR,
Warrants expire 12/31/15 ...... 11/09/05 —— 0.1777

(d) Security considered an affiliated holding because the Fund owns at least 5%
of its outstanding shares.

+ Non-income producing security.

++ Represents annualized yield at date of purchase.
ADR American Depositary Receipt

CVO Contingent Value Obligation

GDR Global Depositary Receipt

STEP Step coupon bond. The rate disclosed is that in effect at December 31,
2008.

See accompanying notes to financial statements.

THE GABELLI CONVERTIBLE AND INCOME SECURITIES FUND INC.
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STATEMENT OF ASSETS AND LIABILITIES
DECEMBER 31, 2008

ASSETS:
Investments, at value (cost S$111,492,811) v tmneeeeeennnnnn $ 92,243,041
Investments in affiliates, at value (cost $2,261,304) .......... 238,700
Receivable for investments Sold ... ..ttt iin e teeeeeeeneenns 185,000
Dividends and interest receivable ....... .ttt 431,119
Unrealized appreciation on swap contracts ..........eeiieeeeennn. 20,509
Deferred offering eXpPense ... ..ttt ittt ettt eeeeeeeeeeeanens 12,255
Prepaild EXPENSE ittt ittt e e e e e et e e e 4,911
TOT AL ASSE TS vt it it et et et et et et ettt ettt ettt ettt 93,135,535

LIABILITIES:
Payable to custodian .. ...ttt ittt ettt ettt 3,271
Payable for investments purchased ..........iiiiitiiinnneeeennnnn 1,102,706
Distributions payvable ... ..ttt ittt et ettt e 24,434
Payable for Preferred shares repurchased ............ ... .. .. ... 3,705
Payable for investment advisory fees ....... ..., 57,192
Payable for payroll eXPENSES .« i ettt tenneeeeeeeeneeeeeeeeanens 32,281
Payable for accounting fees ...ttt ittt ittt ee et 7,502
Other acCrued EXPENSES v i ittt ittt ettt tte et eeeeeeeeeeeanens 122,088
TOTAL LIABILITIES &ttt ittt it ittt ittt ettt et ettt ettt 1,353,179

PREFERRED STOCK:
Series B Cumulative Preferred Stock (6.00%, $25 liquidation
value, $0.001 par value, 1,995,000 shares authorized with
977,342 shares issued and outstanding) ............c.. ... ..., 24,433,550

NET ASSETS ATTRIBUTABLE TO COMMON SHAREHOLDERS ................. S 67,348,806

NET ASSETS ATTRIBUTABLE TO COMMON SHAREHOLDERS CONSIST OF:

Paid-in capital, at $0.001 par valUe .. ..ueiiieneeeereneennnnnns $ 89,889,539
Accumulated distributions in excess of net investment income ... (77,072)
Accumulated net realized loss on investments, swap contracts,

and foreign currency transactions .........c.eiiiiiiriinaaeenn (1,211,796)
Net unrealized depreciation on investments ..................... (21,272,374)
Net unrealized appreciation on swap contracts ..........c.eeoe... 20,509
TOTAL NET ASSETS t vt vttt ettt et e te e et et e et e et e et e $ 67,348,806

NET ASSET VALUE PER COMMON SHARE
($67,348,806 / 12,968,295 shares outstanding;
998,000,000 shares authorized) ....c. ittt tneeeeennenns S 5.19

STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2008

INVESTMENT INCOME :
Dividends (net of foreign taxes of $25,261) .....cciiiiiinnnnnn. $ 1,488,217
LI o i S = Y 3,090,999

TOTAL INVESTMENT INCOME . ...ttt ittt ittt ittt eanenneanennn 4,579,216
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EXPENSES:
Investment advisory fees ...ttt e e e e e e e e e 1,232,070
PAYTOll EXPENSES vttt it e et ettt e e e ettt 135,480
Shareholder communications EXPENSES ..ttt it eeeeeeeennneeenns 87,073
[ I oy e wl o T Y == 67,812
Legal and audit feeS ..ttt ittt ittt et e e e e e e 64,450
Shareholder services feEeS ... ittt ittt ittt ettt ettt aeeeneenenn 46,776
ACCOUNEING fEES & ittt it ittt ettt e e e e e e e e e e 45,000
CUSLOdian fEES v i ittt ittt it e it e et e et e et e e e e e e e e 40,989
Auction agent fees ..ttt it e e e e e e e e e e e 9,600
TNt ErEesSt EXPENSE it ittt i e ettt et e ettt et et e 878
MiSCellaneOUS EXPENSES vt vttt veeeeeeenneeeeeeenneeeeeeeenneeeeens 55,864
TOTAL EXPENSE S ottt it it ittt it it ittt ettt ettt ittt ittt 1,785,992

Less:
Advisory fee reducCtion ...ttt ittt e e e e e (365, 706)
Custodian fee credit s v vttt ittt et e ettt et ettt et (1,136)
D e A S 1,419,150
NET INVESTMENT INCOME . .t ittt ittt ittt eeeeeeeeossesseaseessnsassess 3,160,066

NET REALIZED AND UNREALIZED GAIN/ (LOSS) ON INVESTMENTS,
SWAP CONTRACTS, AND FOREIGN CURRENCY:

Net realized loss on investments - unaffiliated ................ (457,637)
Net realized loss on investments - affiliated .................. (73,914)
Net realized 10SS ONn sSWap CONLTrACLS « i vttt i tneeeeeeeennneneens (168,804)
Net realized loss on foreign currency transactions ............. (6,358)

Net realized loss on investments, swap contracts,

and foreign currency transactions ..........eiiiiittinraeenn (706, 713)
Net change in unrealized appreciation/ (depreciation):

[0 T 15 o RV S w1 = (24,999,542)

ON SWAP CONELIACE S vttt ittt et ittt ettt ettt eeeeeeeeeenneaeens 20,509
Net change in unrealized appreciation/ (depreciation) on

investments, swap contracts, and foreign

currency translations ...ttt e e e e e e e e (24,979,033)

NET REALIZED AND UNREALIZED GAIN/ (LOSS) ON INVESTMENTS, SWAP

CONTRACTS, AND FOREIGN CURRENCY ..ttt ttieteeeeneeneeenasens (25,685,746)
NET DECREASE IN NET ASSETS RESULTING FROM OPERATIONS ........... (22,525,680)
Total Distributions to Preferred Shareholders .................. (1,956,253)

NET DECREASE IN NET ASSETS ATTRIBUTABLE TO COMMON SHAREHOLDERS
RESULTING FROM OPERATIONS .. ittt ittt ittt ittt ennennenneenns $(24,481,933)

See accompanying notes to financial statements.

THE GABELLI CONVERTIBLE AND INCOME SECURITIES FUND INC.
STATEMENT OF CHANGES IN NET ASSETS ATTRIBUTABLE TO COMMON SHAREHOLDERS
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OPERATIONS:

Net investment InCOmME . ...ttt i ittt ettt eeeeeeeeeeenneaeens

Net realized gain/ (loss) on investments, swap contracts, and

foreign currency transacCtions ... ... uiiii it ttneneeeeennnnn

Net change in unrealized appreciation/ (depreciation) on
investments, swap contracts, and foreign currency

Lranslations .ottt e e e e e e e e e e e e e

NET INCREASE/ (DECREASE) IN NET ASSETS RESULTING FROM

OPERATIONS &ttt ittt it e ittt e ee sttt aaeeee e eaannennsenas

DISTRIBUTIONS TO PREFERRED SHAREHOLDERS:

Net investment InCOmME . ...ttt ittt ittt eeeeeeeeeeenneaeens
Net realized short-—term gain ........uiiiiiitineeeeeeeennneeeens
Net realized long—term gain .. ...t iii it ettt eeeeeeeenneeeens

TOTAL DISTRIBUTIONS TO PREFERRED SHAREHOLDERS ..................

NET INCREASE/ (DECREASE) IN NET ASSETS ATTRIBUTABLE TO COMMON

SHAREHOLDERS RESULTING FROM OPERATIONS ........c.cciitineennnnn

DISTRIBUTIONS TO COMMON SHAREHOLDERS:

Net investment InCOmME . ...ttt ittt ittt eeeeeeeeeenneaeens
Net realized short-—term gain .......ouiiiiiitineeeeeeeenneeeens
Net realized long—term gain .. ...t iii ittt eeeeeeeenneeeens
Return of capital ...ttt ittt e e e e et et e e e

TOTAL DISTRIBUTIONS TO COMMON SHAREHOLDERS ..........c.cciivuinnn

FUND SHARE TRANSACTIONS:
Net increase in net assets from common shares issued upon

reinvestment of dividends and distributions .................

Net increase in net assets from repurchase of preferred

1S3 01 ot

NET INCREASE IN NET ASSETS FROM FUND SHARE TRANSACTIONS ........

NET DECREASE IN NET ASSETS ATTRIBUTABLE TO COMMON

SHAREHOLDERS .+t ittt it ittt it ittt e e e sttt eaannnens

NET ASSETS ATTRIBUTABLE TO COMMON SHAREHOLDERS:

Beginning of period ...ttt ittt i e e e e e e e e e e e e

End of period (including undistributed net investment income

of $0 and $0, respectively) ...ttt it e e teeeeeeeeeeennnnans

See accompanying notes to financial statements.

THE GABELLI CONVERTIBLE AND INCOME SECURITIES FUND INC.

YEAR ENDED

DECEMBER 31, 2008

$ 3,160,066

(706, 713)

(24,979,033)

(1,818,913)
(48,380)
(88,960)

(1,225,678
(32,601
(59,945

(8,866,584

(32,240,876)

99,589,682

YEA
DECEMBE
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FINANCIAL HIGHLIGHTS

SELECTED DATA FOR A COMMON SHARE
OUTSTANDING THROUGHOUT EACH PERIOD:

OPERATING PERFORMANCE :
Net asset value, beginning of period .......... ... ... ...

Net investment INnCOmME ... ..ttt im ettt eeeeeeeeeeannens
Net realized and unrealized gain/ (loss) on investments, swap
contracts, and foreign currency transactions ............

Total from investment operations .........c.ceoiiiiiiieennnnenn.
DISTRIBUTIONS TO PREFERRED SHAREHOLDERS: (A)

Net investment INCOME . ...ttt ittt ittt eeeeeeeeeeannens

Net realized gain ... ittt ittt ittt ettt e eeeeeeeeeannans

Total distributions to preferred shareholders ..............

NET INCREASE/ (DECREASE) IN NET ASSETS ATTRIBUTABLE TO COMMON
SHAREHOLDERS RESULTING FROM OPERATIONS ...............0...

DISTRIBUTIONS TO COMMON SHAREHOLDERS:
Net investment INnCOmME . ...ttt ittt ittt eeeeeeeeeeannns
Net realized gain ..ttt ittt ittt ettt et e eeeeeeeeeannens
Paild—in capital ...ttt i e e e e e e e e e e

Total distributions to common shareholders .................

FUND SHARE TRANSACTIONS:
Increase/ (decrease) in net asset value from common share

LransacCtions v ittt et e e e e e
Increase in net asset value from repurchase of preferred

S0 = o =
Offering costs for preferred shares charged to paid-in

[0 o i it

Total fund share transactions ..........iiiiiinintennnnnns

NET ASSET VALUE ATTRIBUTABLE TO COMMON SHAREHOLDERS, END OF
)

NAV total retUIN + ittt ittt ittt ettt it
Market value, end oOf period ........uiiiiiitttneneeeeenannnn

Investment total return ++ ... ..ttt e et e

See accompanying notes to financial statements.

YEAR ENDED DECEMBE

2008 2007 2006

$ 7.90 $ 8.31 $ 7.95
0.24 0.42 0.45
(2.01) 0.20 0.92
(1.77) 0.62 1.37
(0.14) (0.11) (0.09)
(0.01 (0.12 (0.13
(0.15) (0.23) (0.22)
(1.92) 0.39 1.15
(0.09) (0.31) (0.34)
(0.01) (0.32) (0.406)
(0.70) (0.17) —=
(0.80) (0.80) (0.80)
- 0.00(f) 0.01

0.01 - -
0.01 0.00(f) 0.01

$ 5.19 $ 7.90 $ 8.31
(25.57) % 4.44% 14.80%
$ 5.55 $ 7.67 $ 8.95
(18.02) % (5.85)% 11.32%
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THE GABELLI CONVERTIBLE AND INCOME SECURITIES FUND INC.
FINANCIAL HIGHLIGHTS (CONTINUED)

YEAR ENDE
2008 2007
RATIOS AND SUPPLEMENTAL DATA:
Net assets including liquidation value of preferred shares,
end of period (In 000" S) vt ittt ittt ettt ittt et eeaeeeeeeeeeennnans $91,782 $149, 360 S1
Net assets attributable to common shares,
end of period (In 000" S) v ittt ittt ittt ettt et eeeeeeeeeeeeennnans $67,349 $ 99,590 S1
Ratio of net investment income to average net assets attributable
to common shares before preferred share distributions ........... 3.65% 4.90%
Ratio of operating expenses to average net assets attributable to
common stock before fees waived ...... .. i i i i i e e 2.06% 2.23%
Ratio of operating expenses to average net assets attributable to
common shares net of advisory fee reduction, if any (b) (c) ...... 1.64% 1.75%
Ratio of operating expenses to average net assets including
liquidation value of preferred shares before fees waived ........ 1.45% 1.51%
Ratio of operating expenses to average net assets including
liquidation value of preferred shares net of advisory fee
reduction, 1f any (D) (C) ittt ittt et ettt et 1.15% 1.18%
Portfolio turnover rate +4+ ..ttt e e e i e e 76% 61%
PREFERRED STOCK:
6.000% SERIES B CUMULATIVE PREFERRED STOCK
Liquidation value, end of period (in 000'S) ..ttt it e mneneeeeennn $24,433 $ 24,770 S
Total shares outstanding (in 000"'S) ...ttt ittt ittt eeeeeenns 9717 991
Liquidation preference per Share ... ...ttt eeeeeennnneeeenns $ 25.00 S 25.00 $
Average market value (d) ..t ititinnne ettt eeeeeenneeeeeeeeennanns $ 22.75 S 24.07 S
Assel COVerage Per Share . ...ttt ittt in e et eeeeeeeeeneeeeeeeeeennnans $ 93.91 $ 75.02 $
SERTIES C AUCTION RATE CUMULATIVE PREFERRED STOCK
Liquidation value, end of period (in 000'S) ..ttt i e nneneeeeennn —— $ 25,000 S
Total shares outstanding (in 000"'S) ...ttt ittt ittt e eeeeenns —= 1
Liquidation preference per Share ... ... iiiiii ittt eeeennnneeeeens - $ 25,000 $
Average market value (d) ..t iii ittt ittt ettt et —— $ 25,000 S
Assel COVerage Per Share ...ttt iiin i e et eeeeeeeenneeeeeeeeeennnans - $ 75,025 $
ASSET COVERAGE (€) vttt it ittt it ittt ittt eeeeeeeneeeneeneeneeeneeneens 376% 300%
+ Based on net asset value per share, adjusted for reinvestment of
distributions at prices dependent under the Fund's dividend reinvestment
plan.

++ Based on market value per share, adjusted for reinvestment of distributions
at prices dependent under the Fund's dividend reinvestment plan.

+++ Effective in 2008, a change in accounting policy was adopted with regard to
the calculation of the portfolio turnover rate to include cash proceeds due
to mergers. Had this policy been adopted retroactively, the portfolio
turnover rate for the years ended December 31, 2007, 2006, 2005, and 2004
would have been 98%, 65%, 59%, and 72%, respectively.

(a) Calculated based upon average common shares outstanding on the record dates
throughout the periods.
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(b) The ratios do not include a reduction of expenses for custodian fee credits

on cash balances maintained with the custodian. Including such custodian
fee credits for the years ended December 31, 2007 and December 31, 2006,
the ratios of operating expenses to average net assets attributable to
common shares net of advisory fee reduction would have been 1.74% and
2.05%, respectively, and the ratios of operating expenses to average net
assets including liquidation value of preferred shares would have been
1.17% and 1.37%, respectively. For the years ended December 31, 2008 and
December 31, 2005, the effect of the custodian fee credits was minimal.

(c) The Fund incurred dividend expense on securities sold short for the years
ended December 31, 2006 and 2007. If dividend expense had not been
incurred, the ratio of operating expenses to average net assets
attributable to common shares would have been 2.06% and the ratio of
operating expenses to average net assets including liquidation value of
preferred shares would have been 1.37%. For the year ended December 31,
2007, the effect of the dividend expense on securities sold short was
minimal.

(d) Based on weekly prices.
(e) Asset coverage is calculated by combining all series of preferred stock.
(f) Amount represents less than $0.005 per share.

See accompanying notes to financial statements.
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THE GABELLI CONVERTIBLE AND INCOME SECURITIES FUND INC.
NOTES TO FINANCIAL STATEMENTS

1. ORGANIZATION. The Gabelli Convertible and Income Securities Fund Inc. (the
"Fund") 1is a diversified closed-end management investment company registered
under the Investment Company Act of 1940, as amended (the "1940 Act"), whose
investment objective is to seek a high level of total return through a
combination of current income and capital appreciation by investing in
convertible securities. The Fund was incorporated in Maryland on December 19,
1988 as a diversified open-end management investment company and commenced
investment operations on July 3, 1989 as The Gabelli Convertible Securities
Fund, Inc. The Board of Directors (the "Board"), at a special meeting of
shareholders held on February 17, 1995, voted to approve the conversion of the
Fund to closed-end status, effective March 31, 1995.

Effective August 1, 2002, the Fund changed its name to The Gabelli
Convertible and Income Securities Fund Inc. Consistent with its new name, under
normal market conditions, the Fund will invest at least 80% of its net assets in
a combination of convertible securities and income producing securities (the
"80% Policy"). The Fund expects to continue its practice of focusing on
convertible securities to the extent attractive opportunities are available. The
80% Policy may be changed without shareholder approval. However, the Fund has
adopted a policy to provide shareholders with notice at least 60 days prior to
the implementation of any change in the 80% Policy.

2. SIGNIFICANT ACCOUNTING POLICIES. The preparation of financial statements in
accordance with United States ("U.S.") generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported
amounts and disclosures in the financial statements. Actual results could differ
from those estimates. The following is a summary of significant accounting
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policies followed by the Fund in the preparation of its financial statements.

SECURITY VALUATION. Portfolio securities listed or traded on a nationally
recognized securities exchange or traded in the U.S. over-the-counter market for
which market quotations are readily available are valued at the last quoted sale
price or a market's official closing price as of the close of business on the
day the securities are being valued. If there were no sales that day, the
security is valued at the average of the closing bid and asked prices or, if
there were no asked prices quoted on that day, then the security is wvalued at
the closing bid price on that day. If no bid or asked prices are quoted on such
day, the security is wvalued at the most recently available price or, if the
Board so determines, by such other method as the Board shall determine in good
faith to reflect its fair market value. Portfolio securities traded on more than
one national securities exchange or market are valued according to the broadest
and most representative market, as determined by Gabelli Funds, LLC (the
"Adviser") .

Portfolio securities primarily traded on a foreign market are generally
valued at the preceding closing values of such securities on the relevant
market, but may be fair valued pursuant to procedures established by the Board
if market conditions change significantly after the close of the foreign market
but prior to the close of business on the day the securities are being valued.
Debt instruments with remaining maturities of 60 days or less that are not
credit impaired are valued at amortized cost, unless the Board determines such
amount does not reflect the securities' fair value, in which case these
securities will be fair valued as determined by the Board. Debt instruments
having a maturity greater than 60 days for which market quotations are readily
available are valued at the average of the latest bid and asked prices. If there
were no asked prices quoted on such day, the security is wvalued using the
closing bid price. Futures contracts are valued at the closing settlement price
of the exchange or board of trade on which the applicable contract is traded.

Securities and assets for which market quotations are not readily available
are fair valued as determined by the Board. Fair valuation methodologies and
procedures may include, but are not limited to: analysis and review of available
financial and non-financial information about the company; comparisons with the
valuation and changes in valuation of similar securities, including a comparison
of foreign securities with the equivalent U.S. dollar value ADR securities at
the close of the U.S. exchange; and evaluation of any other information that
could be indicative of the value of the security.

Statement of Financial Accounting Standard No. 157, "Fair Value
Measurements" ("SFAS 157") clarifies the definition of fair value for financial
reporting, establishes a framework for measuring fair value, and requires
additional disclosures about the use of fair value measurements. The three
levels of the fair value hierarchy under SFAS 157 are described below:

- Level 1 - quoted prices in active markets for identical securities;

- Level 2 - other significant observable inputs (including quoted prices
for similar securities, interest rates, prepayment speeds, credit
risk, etc.); and

- Level 3 - significant unobservable inputs (including the Fund's

determinations as to the fair value of investments).

11

THE GABELLI CONVERTIBLE AND INCOME SECURITIES FUND INC.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

The inputs or methodology used for valuing securities are not necessarily
an indication of the risk associated with investing in those securities. The
summary of the Fund's investments and other financial instruments, by inputs
used to value the Fund's investments as of December 31, 2008 is, as follows:

OTHER FINANCIAL

INVESTMENTS IN INSTRUMENTS
SECURITIES (UNREALIZED
(MARKET VALUE) APPRECIATION) *
VALUATION INPUTS ASSETS ASSETS
Level 1 - Quoted Prices $33,906,252 -
Level 2 - Other Significant Observable Inputs 58,496,810 $20,509
Level 3 - Other Significant Unobservable Inputs 78,679 -
Total $92,481,741 $20,509
* Other financial instruments are derivative instruments not reflected in the

Schedule of Investments, such as futures, forwards, and swaps which are
valued at the unrealized appreciation/depreciation on the investment.

The following is a reconciliation of Level 3 investments for which
significant unobservable inputs were used to determine fair value:

INVESTMENTS IN
SECURITIES
(MARKET VALUE)

BALANCE AS OF 12/31/07 $ 437,162
Accrued discounts/ (premiums) 16,987
Realized gain/ (loss) -
Change in unrealized appreciation/ (depreciation)+ 40,589
Net purchases/ (sales) (486,300)
Transfers in and/or out of Level 3 70,241
BALANCE AS OF 12/31/08 $ 78,679

Net change in unrealized appreciation/ (depreciation) during
the period on Level 3 investments held at 12/31/08+ $(1,469,924)

+ Net change in unrealized appreciation/ (depreciation) is included in the
related amounts on investments in the Statement of Operations.

In March 2008, the Financial Accounting Standards Board (the "FASB") issued
Statement of Financial Accounting Standard No. 161, "Disclosures about
Derivative Instruments and Hedging Activities"™ ("SFAS 161") that is effective
for fiscal years beginning after November 15, 2008. SFAS 161 is intended to
improve financial reporting for derivative instruments by requiring enhanced
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disclosure that enables investors to understand how and why an entity uses
derivatives, how derivatives are accounted for, and how derivative instruments
affect an entity's results of operations and financial position. Management is
currently evaluating the implications of SFAS 161 on the Fund's financial
statement disclosures.

REPURCHASE AGREEMENTS. The Fund may enter into repurchase agreements with
primary government securities dealers recognized by the Federal Reserve Board,
with member banks of the Federal Reserve System, or with other brokers or
dealers that meet credit guidelines established by the Adviser and reviewed by
the Board. Under the terms of a typical repurchase agreement, the Fund takes
possession of an underlying debt obligation subject to an obligation of the
seller to repurchase, and the Fund to resell, the obligation at an agreed-upon
price and time, thereby determining the yield during the Fund's holding period.
It is the policy of the Fund to always receive and maintain securities as
collateral whose market value, including accrued interest, are at least equal to
102% of the dollar amount invested by the Fund in each agreement. The Fund will
make payment for such securities only upon physical delivery or upon evidence of
book entry transfer of the collateral to the account of the custodian. To the
extent that any repurchase transaction exceeds one business day, the value of
the collateral is marked-to-market on a daily basis to maintain the adequacy of
the collateral. If the seller defaults and the value of the collateral declines
or if bankruptcy proceedings are commenced with respect to the seller of the
security, realization of the collateral by the Fund may be delayed or limited.
At December 31, 2008, there were no open repurchase agreements.

SWAP AGREEMENTS. The Fund may enter into equity and contract for difference
swap transactions. The use of swaps is a highly specialized activity that
involves investment techniques and risks different from those associated with
ordinary portfolio transactions. In a swap, a set of future cash flows are
exchanged between two counterparties. One of these cash flow streams will
typically be based on a reference interest rate combined with the performance of
a notional value of shares of a stock. The other will be based on the
performance of the shares of a stock. There is no assurance that the swap
contract counterparties will be able to meet their obligations pursuant to a
swap contract or that, in the event of default, the Fund will succeed in
pursuing contractual remedies. The Fund thus assumes the risk that it may be
delayed in or prevented from obtaining payments owed to it pursuant to a swap
contract. The creditworthiness of the swap contract counterparties is closely
monitored in order to minimize this risk. Depending on the general state of
short-term interest rates and the returns on the Fund's portfolio securities at
that point in time, such a default could negatively affect
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the Fund's ability to make dividend payments. In addition, at the time a swap
transaction reaches its scheduled termination date, there is a risk that the
Fund will not be able to obtain a replacement transaction or that the terms of
the replacement will not be as favorable as on the expiring transaction. If this
occurs, 1t could have a negative impact on the Fund's ability to make dividend
payments.

The use of derivative instruments involves, to varying degrees, elements of
market and counterparty risk in excess of the amount recognized below.

Unrealized gains related to swaps are reported as an asset and unrealized

22



Edgar Filing: GABELLI CONVERTIBLE & INCOME SECURITIES FUND INC - Form N-CSR

losses are reported as a liability in the Statement of Assets and Liabilities.
The change in value of swaps, including the accrual of periodic amounts of
interest to be paid or received on swaps, 1is reported as unrealized gains or
losses in the Statement of Operations. A realized gain or loss is recorded upon
payment or receipt of a periodic payment or termination of swap agreements.

Effective March 16, 2008, Bear, Stearns International Limited entered into
a Guaranty Agreement with JPMorgan Chase & Co., whereby JPMorgan Chase & Co.
unconditionally guarantees the due and punctual payment of certain liabilities
of Bear, Stearns International Limited, including the current liabilities of
Bear, Stearns International Limited to the Fund. As of December 31, 2008, the
Fund held a contract for difference swap with Bear, Stearns International
Limited which is covered by the JPMorgan Chase & Co. Guaranty Agreement as of
the date of the report. Details of the swap at December 31, 2008 are as follows:

NOTIONAL EQUITY SECURITY INTEREST RATE/ TERMINATION
AMOUNT RECEIVED EQUITY SECURITY PAID DATE

Overnight LIBOR plus

Market Value 40 bps plus Market Value
Appreciation on: Depreciation on:
$208,559 (47,500 Shares) Rolls-Royce Group plc Rolls-Royce Group plc 11/17/09

FUTURES CONTRACTS. The Fund may engage in futures contracts for the purpose
of hedging against changes in the value of its portfolio securities and in the
value of securities it intends to purchase. Upon entering into a futures
contract, the Fund is required to deposit with the broker an amount of cash or
cash equivalents equal to a certain percentage of the contract amount. This is
known as the "initial margin." Subsequent payments ("variation margin") are made
or received by the Fund each day, depending on the daily fluctuations in the
value of the contract, which are included in unrealized
appreciation/depreciation on investments and futures contracts. The Fund
recognizes a realized gain or loss when the contract is closed.

There are several risks in connection with the use of futures contracts as
a hedging instrument. The change in value of futures contracts primarily
corresponds with the value of their underlying instruments, which may not
correlate with the change in value of the hedged investments. In addition, there
is the risk that the Fund may not be able to enter into a closing transaction
because of an illiquid secondary market. At December 31, 2008, there were no
open futures contracts.

SECURITIES SOLD SHORT. The Fund may enter into short sale transactions.
Short selling involves selling securities that may or may not be owned and, at
times, borrowing the same securities for delivery to the purchaser, with an
obligation to replace such borrowed securities at a later date. The proceeds
received from short sales are recorded as liabilities and the Fund records an
unrealized gain or loss to the extent of the difference between the proceeds
received and the value of an open short position on the day of determination.
The Fund records a realized gain or loss when the short position is closed out.
By entering into a short sale, the Fund bears the market risk of an unfavorable
change in the price of the security sold short. Dividends on short sales are
recorded as an expense by the Fund on the ex-dividend date and interest expense
is recorded on the accrual basis. The Fund did not hold any short positions as
of December 31, 2008.

FORWARD FOREIGN EXCHANGE CONTRACTS. The Fund may engage in forward foreign
exchange contracts for hedging a specific transaction with respect to either the
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currency in which the transaction is denominated or another currency as deemed
appropriate by the Adviser. Forward foreign exchange contracts are valued at the
forward rate and are marked-to-market daily. The change in market wvalue is
included in unrealized appreciation/depreciation on investments and foreign
currency translations. When the contract is closed, the Fund records a realized
gain or loss equal to the difference between the value of the contract at the
time it was opened and the value at the time it was closed.

The use of forward foreign exchange contracts does not eliminate
fluctuations in the underlying prices of the Fund's portfolio securities, but it
does establish a rate of exchange that can be achieved in the future. Although
forward foreign exchange contracts limit the risk of loss due to a decline in
the value of the hedged currency, they also limit any potential gain that might
result should the value of the currency increase. In addition, the Fund could be
exposed to risks if the counterparties to the contracts are unable to meet the
terms of their contracts. At December 31, 2008, there were no open forward
foreign exchange contracts.

FOREIGN CURRENCY TRANSLATIONS. The books and records of the Fund are
maintained in U.S. dollars. Foreign currencies, investments, and other assets
and liabilities are translated into U.S. dollars at the current exchange rates.
Purchases and sales of investment securities,
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income, and expenses are translated at the exchange rate prevailing on the
respective dates of such transactions. Unrealized gains and losses that result
from changes in foreign exchange rates and/or changes in market prices of
securities have been included in unrealized appreciation/depreciation on
investments and foreign currency translations. Net realized foreign currency
gains and losses resulting from changes in exchange rates include foreign
currency gains and losses between trade date and settlement date on investment
securities transactions, foreign currency transactions, and the difference
between the amounts of interest and dividends recorded on the books of the Fund
and the amounts actually received. The portion of foreign currency gains and
losses related to fluctuation in exchange rates between the initial trade date
and subsequent sale trade date is included in realized gain/loss on investments.

FOREIGN SECURITIES. The Fund may directly purchase securities of foreign
issuers. Investing in securities of foreign issuers involves special risks not
typically associated with investing in securities of U.S. issuers. The risks
include possible revaluation of currencies, the ability to repatriate funds,
less complete financial information about companies, and possible future adverse
political and economic developments. Moreover, securities of many foreign
issuers and their markets may be less liquid and their prices more volatile than
those of securities of comparable U.S. issuers.

FOREIGN TAXES. The Fund may be subject to foreign taxes on income, gains on
investments, or currency repatriation, a portion of which may be recoverable.
The Fund will accrue such taxes and recoveries as applicable, based upon its
current interpretation of tax rules and regulations that exist in the markets in
which it invests.

RESTRICTED AND ILLIQUID SECURITIES. The Fund may invest up to 15% of its
net assets in securities for which the markets are illiquid. Illiquid securities
include securities the disposition of which is subject to substantial legal or
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contractual restrictions. The sale of illiquid securities often requires more
time and results in higher brokerage charges or dealer discounts and other
selling expenses than does the sale of securities eligible for trading on
national securities exchanges or in the over-the-counter markets. Restricted
securities may sell at a price lower than similar securities that are not
subject to restrictions on resale. Securities freely saleable among qualified
institutional investors under special rules adopted by the SEC may be treated as
liquid if they satisfy liquidity standards established by the Board. The
continued liquidity of such securities is not as well assured as that of
publicly traded securities, and accordingly the Board will monitor their
liquidity.

SECURITIES TRANSACTIONS AND INVESTMENT INCOME. Securities transactions are
accounted for on the trade date with realized gain or loss on investments
determined by using the identified cost method. Interest income (including
amortization of premium and accretion of discount) is recorded on the accrual
basis. Premiums and discounts on debt securities are amortized using the
effective yield to maturity method. Dividend income is recorded on the
ex—-dividend date except for certain dividends which are recorded as soon as the
Fund is informed of the dividend.

CUSTODIAN FEE CREDITS AND INTEREST EXPENSE. When cash balances are
maintained in the custody account, the Fund receives credits which are used to
offset custodian fees. The gross expenses paid under the custody arrangement are
included in custodian fees in the Statement of Operations with the corresponding
expense offset, if any, shown as "custodian fee credits." When cash balances are
overdrawn, the Fund is charged an overdraft fee of 2.00% above the federal funds
rate on outstanding balances. This amount, if any, would be included in
"interest expense" in the Statement of Operations.

DISTRIBUTIONS TO SHAREHOLDERS. Distributions to common shareholders are
recorded on the ex-dividend date. Distributions to shareholders are based on
income and capital gains as determined in accordance with federal income tax
regulations, which may differ from income and capital gains as determined under
U.S. generally accepted accounting principles. These differences are primarily
due to differing treatments of income and gains on various investment securities
and foreign currency transactions held by the Fund, timing differences, and
differing characterizations of distributions made by the Fund. Distributions
from net investment income include net realized gains on foreign currency
transactions. These book/tax differences are either temporary or permanent in
nature. To the extent these differences are permanent, adjustments are made to
the appropriate capital accounts in the period when the differences arise. These
reclassifications have no impact on the NAV of the Fund. For the year ended
December 31, 2008, reclassifications were made to increase accumulated
distributions in excess of net investment income by $129,879 and decrease
accumulated net realized loss on investments, swap contracts, and foreign
currency transactions by $98,104, with an offsetting adjustment to paid-in
capital.

Distributions to shareholders of the Fund's 6.00% Series B Cumulative
Preferred Stock and Series C Auction Rate Cumulative Preferred Stock
("Cumulative Preferred Stock") are recorded on a daily basis and are determined
as described in Note 5.
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The tax character of distributions paid during the years ended December 31, 2008
and December 31, 2007 was as follows:

YEAR ENDED YEAR ENDED
DECEMBER 31, 2008 DECEMBER 31, 2007
COMMON PREFERRED COMMON PREFERRE
DISTRIBUTIONS PAID FROM:
Ordinary income
(inclusive of short-term capital gains) .. $ 1,258,279 $1,867,293 $5,549,933 $2,001, 94
Net long-term capital gains ................. 59,945 88,960 2,243,463 809, 25
Return of capital ...... ittt ieennnn 8,866,584 —— 2,153,250 -
Total distributions paid ..........ccciiin... $10,184,808 $1,956,253 $9,946, 646 $2,811,19

PROVISION FOR INCOME TAXES. The Fund intends to continue to qualify as a
regulated investment company under Subchapter M of the Internal Revenue Code of
1986, as amended (the "Code"). It is the policy of the Fund to comply with the
requirements of the Code applicable to regulated investment companies and to
distribute substantially all of its net investment company taxable income and
net capital gains. Therefore, no provision for federal income taxes is required.

At December 31, 2008, the difference between book basis and tax basis
unrealized depreciation was primarily due to deferral of losses from wash sales
for tax purposes, basis adjustments for investments in partnerships, and prior
tax elections.

As of December 31, 2008, the components of accumulated earnings/losses on a
tax basis were as follows:

Net unrealized depreciation on investments .. $(22,358,576)
Other temporary differences* ................ (182,157)
Total i e e e e e $(22,540,733)
* Other temporary differences are primarily due to adjustments on dividend

payables, conversion premiums, and basis adjustments from investments in
hybrid securities.

The following summarizes the tax cost of investments, swap contracts, and
the related unrealized appreciation/depreciation at December 31, 2008:

GROSS GROSS
UNREALIZED UNREALIZED NET UNREALIZED
COST APPRECIATION DEPRECIATION DEPRECIATION
Investments ... $114,840,317 $1, 555,480 $(23,914,056) $(22,358,576)
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FASB Interpretation No. 48, "Accounting for Uncertainty in Income Taxes"
("FIN 48") provides guidance for how uncertain tax positions should be
recognized, measured, presented, and disclosed in the financial statements. FIN
48 requires the evaluation of tax positions taken or expected to be taken in the
course of preparing the Fund's tax returns to determine whether the tax
positions are "more-likely-than-not" of being sustained by the applicable tax
authority. Tax positions not deemed to meet the "more-likely-than-not" threshold
are recorded as a tax benefit or expense in the current year. In accordance with
FIN 48, management has analyzed the Fund's tax positions taken on the federal
and state income tax returns for all open tax years (the current and prior three
tax years) and has concluded that no provision for income tax is required in the
Fund's financial statements. Management's determination regarding FIN 48 may be
subject to review and adjustment at a later date based on factors including, but
not limited to, an on-going analysis of tax laws, regulations, and
interpretations thereof.

3. AGREEMENTS AND TRANSACTIONS WITH AFFILIATES. The Fund has an investment
advisory agreement (the "Advisory Agreement") with the Adviser which provides
that the Fund will pay the Adviser a fee, computed daily and paid monthly, equal
on an annual basis to 1.00% of the value of the Fund's average daily net assets
including the liquidation value of preferred stock. In accordance with the
Advisory Agreement, the Adviser provides a continuous investment program for the
Fund's portfolio and oversees the administration of all aspects of the Fund's
business and affairs. The Adviser has agreed to reduce the management fee on the
incremental assets attributable to the Cumulative Preferred Stock if the total
return of the NAV of the common shares of the Fund, including distributions and
advisory fee subject to reduction, does not exceed the stated dividend rate or
corresponding swap rate of each particular series of the Cumulative Preferred
Stock for the year.

The Fund's total return on the NAV of the Common Shares is monitored on a
monthly basis to assess whether the total return on the NAV of the Common Shares
exceeds the stated dividend rate or corresponding swap rate of each particular
series of Cumulative Preferred Stock for the period. For the year ended December
31, 2008, the Fund's total return on the NAV of the Common Shares did not exceed
the stated dividend rate or net swap expense on any outstanding Preferred Stock.
Thus, management fees with respect to the liquidation value of the preferred
stock assets were reduced by $365,706.

During the year ended December 31, 2008, the Fund paid brokerage
commissions on security trades of $31,017 to Gabelli & Company, Inc. ("Gabelli &
Company"), an affiliate of the Adviser.
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The cost of calculating the Fund's NAV per share is a Fund expense pursuant
to the Advisory Agreement between the Fund and the Adviser. During the year
ended December 31, 2008, the Fund paid or accrued $45,000 to the Adviser in
connection with the cost of computing the Fund's NAV.

As per the approval of the Board, the Fund compensates officers of the
Fund, who are employed by the Fund and are not employed by the Adviser (although
the officers may receive incentive based variable compensation from affiliates
of the Adviser), and pays its allocated portion of the cost of the Fund's Chief
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Compliance Officer. For the year ended December 31, 2008, the Fund paid or
accrued $135,480, which is included in payroll expenses in the Statement of
Operations.

The Fund pays each Director who is not considered to be an affiliated
person an annual retainer of $5,000 plus $750 for each Board meeting attended
and they are reimbursed for any out of pocket expenses incurred in attending
meetings. All Board committee members receive $500 per meeting attended. In
addition, the Audit Committee Chairman receives an annual fee of $3,000, the
Nominating Committee Chairman receives an annual fee of $2,000, and the Lead
Director receives an annual fee of $1,000. Directors who are directors or
employees of the Adviser or an affiliated company receive no compensation or
expense reimbursement from the Fund.

4. PORTFOLIO SECURITIES. Purchases and proceeds from the sales of securities for
the year ended December 31, 2008, other than short-term securities and U.S.
Government obligations, aggregated $47,097,906 and $53,188,916, respectively.

Purchases and proceeds from the sales of U.S. Government obligations for
the year ended December 31, 2008, other than short-term obligations, aggregated
$13,343,263 and $24,100,000, respectively.

5. CAPITAL. The charter permits the Fund to issue 998,000,000 shares of common
stock (par value $0.001). The Board has authorized the repurchase of up to
500,000 common shares on the open market when the shares are trading at a
discount of 10% or more (or such other percentage as the Board may determine
from time to time) from the NAV of the shares. During the year ended December
31, 2008, the Fund did not repurchase any shares of its common stock in the open
market.

Transactions in common stock were as follows:

YEAR ENDED YEAR ENDED
DECEMBER 31, 2008 DECEMBER 31, 2007
SHARES AMOUNT SHARES AMOUNT
Net increase from shares issued upon
reinvestment of distributions ... 369,897 $2,351,910 275,924 $2,337,964

The Fund's Articles of Incorporation authorize the issuance of up to
2,000,000 shares of $0.001 par value Cumulative Preferred Stock. The Cumulative
Preferred Stock is senior to the common stock and results in the financial
leveraging of the common stock. Such leveraging tends to magnify both the risks
and opportunities to common shareholders. Dividends on shares of the Cumulative
Preferred Stock are cumulative. The Fund is required by the 1940 Act and by the
Articles Supplementary to meet certain asset coverage tests with respect to the
Cumulative Preferred Stock. If the Fund fails to meet these requirements and
does not correct such failure, the Fund may be required to redeem, in part or in
full, the 6.00% Series B Cumulative Preferred Stock at a redemption price of
$25.00, per share plus an amount equal to the accumulated and unpaid dividends
whether or not declared on such shares in order to meet these requirements.
Additionally, failure to meet the foregoing asset coverage requirements could
restrict the Fund's ability to pay dividends to common shareholders and could
lead to sales of portfolio securities at inopportune times. The income received
on the Fund's assets may vary in a manner unrelated to the fixed and variable
rates, which could have either a beneficial or detrimental impact on net
investment income and gains available to common shareholders.
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At the Fund's February 19, 2008 Board meeting, the Board approved the
filing of a shelf registration with the SEC. The shelf offering went effective
June 12, 2008 and gives the Fund the ability to offer additional preferred
shares and promissory notes.

On March 18, 2003, the Fund received net proceeds of $23,994,241 after
underwriting discounts of $787,500 and offering expenses of $218,259 from the
public offering of 1,000,000 shares of 6.00% Series B Cumulative Preferred
Stock. Commencing March 19, 2008 and thereafter, the Fund, at its option, may
redeem the 6.00% Series B Cumulative Preferred Stock in whole or in part at the
redemption price at any time. The Board has authorized the repurchase on the
open market at prices less than the $25 liquidation value of the Cumulative
Preferred Stock. During the year ended December 31, 2008, the Fund repurchased
13,458 shares of 6.00% Series B Cumulative Preferred Stock in the open market at
a cost of $262,495 and an average discount of approximately 20.93% from its
liquidation preference. All 6.00% Series B Cumulative Preferred Stock
repurchased has been retired. At December 31, 2008, 977,342 shares of 6.00%
Series B Cumulative Preferred Stock were outstanding and accrued dividends
amounted to $24,434.

On March 18, 2003, the Fund received net proceeds of $24,531,741 after
underwriting discounts of $250,000 and offering expenses of $218,259 from the
public offering of 1,000 shares of Series C Auction Rate Cumulative Preferred
Stock. The dividend rate, as set by the auction process, which is generally held
every seven days, 1s expected to vary with short-term interest rates. If the
number of Series C Auction Rate Cumulative Preferred Stock subject to bid orders
by potential holders is less than the number of Series C Auction Rate Cumulative
Preferred Stock subject to sell orders, then the auction is considered to be a
failed auction, and
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the dividend rate will be the maximum rate. In that event, holders that have
submitted sell orders may not be able to sell any or all of the Series C Auction
Rate Cumulative Preferred Stock for which they have submitted sell orders. On
June 25, 2008, the Fund, as authorized by the Board, redeemed 100% (1,000
shares) of its Series C Auction Rate Cumulative Preferred Stock (the "Series C
Preferred Stock"). Shareholders of the Series C Preferred Stock received the
redemption price of $25,000 per share, which was equal to the liquidation
preference of the Series C Preferred Stock, together with any accumulated and
unpaid dividends, for each of his or her shares of Series C Preferred Stock
redeemed.

The holders of Cumulative Preferred Stock generally are entitled to one
vote per share held on each matter submitted to a vote of shareholders of the
Fund and will vote together with holders of common stock as a single class. The
holders of Cumulative Preferred Stock voting together as a single class also
have the right currently to elect two Directors and under certain circumstances
are entitled to elect a majority of the Board of Directors. In addition, the
affirmative vote of a majority of the votes entitled to be cast by holders of
all outstanding shares of the preferred stock, voting as a single class, will be
required to approve any plan of reorganization adversely affecting the preferred
stock, and the approval of two-thirds of each class, voting separately, of the
Fund's outstanding voting stock must approve the conversion of the Fund from a
closed-end to an open-end investment company. The approval of a majority (as

29



Edgar Filing: GABELLI CONVERTIBLE & INCOME SECURITIES FUND INC - Form N-CSR

defined in the 1940 Act) of the outstanding preferred stock and a majority (as
defined in the 1940 Act) of the Fund's outstanding voting securities are
required to approve certain other actions, including changes in the Fund's
investment objectives or fundamental investment policies.

6. TRANSACTIONS IN SECURITIES OF AFFILIATED ISSUERS. The 1940 Act defines
affiliated issuers as those in which the Fund's holdings of an issuer represent
5% or more of the outstanding voting securities of the issuer. A summary of the
Fund's transactions in the securities of this issuer during the year ended
December 31, 2008 is set forth below:

NET CHANGE IN VALUE AT C
BEGINNING SHARES ENDING UNREALIZED REALIZED DECEMBER 31,
SHARES SOLD SHARES DEPRECIATION LOSS 2008 OU
Trans-Lux Corp. 324,000 (14,000) 310,000 $(1,729,637) $(73,914) $238,700

7. INDEMNIFICATIONS. The Fund enters into contracts that contain a variety of
indemnifications. The Fund's maximum exposure under these arrangements is
unknown. However, the Fund has not had prior claims or losses pursuant to these
contracts and expects the risk of loss to be remote.

8. OTHER MATTERS. On April 24, 2008, the Adviser entered into an administrative
settlement with the SEC to resolve the SEC's inquiry regarding prior frequent
trading activity in shares of the GAMCO Global Growth Fund (the "Global Growth
Fund") by one investor who was banned from the Global Growth Fund in August
2002. In the settlement, the SEC found that the Adviser had violated Section
206 (2) of the Investment Advisers Act, Section 17(d) of the 1940 Act, and Rule
17d-1 thereunder and had aided and abetted and caused violations of Section
12(d) (1) (B) (i) of the 1940 Act. Under the terms of the settlement, the Adviser,
while neither admitting nor denying the SEC's findings and allegations, agreed,
among other things, to pay the previously reserved total of $16 million
(including a $5 million penalty), of which at least $11 million will be
distributed to shareholders of the Global Growth Fund in accordance with a plan
to be developed by an independent distribution consultant and approved by the
independent directors of the Global Growth Fund and the staff of the SEC and to
cease and desist from future violations of the above referenced federal
securities laws. The settlement is not expected to impact the Fund and will not
have a material adverse impact on the Adviser or its ability to fulfill its
obligations under the Advisory Agreement. On the same day, the SEC filed a civil
action against the Executive Vice President and Chief Operating Officer of the
Adviser, alleging violations of certain federal securities laws arising from the
same matter. The officer is also an officer of the Global Growth Fund and other
funds in the Gabelli/GAMCO fund complex including the Fund. The officer denies
the allegations and is continuing in his positions with the Adviser and the
funds. The Adviser currently expects that any resolution of the action against
the officer will not have a material adverse impact on the Adviser or its
ability to fulfill its obligations under the Advisory Agreement.

In a separate matter, on January 12, 2009, the SEC issued an administrative
action approving a final settlement of a previously disclosed matter with the
Adviser involving compliance with Section 19(a) of the Investment Company Act of
1940 and Rule 19a-1 thereunder by two closed-end funds. These provisions require
registered investment companies when making a distribution in the nature of a
dividend from sources other than net investment income to contemporaneously
provide written statements to shareholders, which adequately disclose the source
or sources of such distribution. While the two funds sent annual statements and
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provided other materials containing this information, the shareholders did not
receive the notices required by Rule 19a-1 with any of the distributions that
were made for 2002 and 2003. The Adviser believes that the funds have been in
compliance with Section 19(a) and Rule 19a-1 since the beginning of 2004. As
part of the settlement, in which the Adviser neither admits nor denies the
findings by the SEC, the Adviser agreed to pay a civil monetary penalty of
$450,000 and to cease and desist from causing violations of Section 19(a) and
Rule 19a-1. In connection with the settlement, the SEC noted the remedial
actions previously undertaken by the Adviser.
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To the Board of Directors and Shareholders of
The Gabelli Convertible and Income Securities Fund Inc.:

In our opinion, the accompanying statement of assets and liabilities, including
the schedule of investments, and the related statements of operations and of
changes in net assets and the financial highlights present fairly, in all
material respects, the financial position of The Gabelli Convertible and Income
Securities Fund Inc. (hereafter referred to as the "Fund") at December 31, 2008,
the results of its operations for the year then ended, the changes in its net
assets for each of the two years in the period then ended and the financial
highlights for each of the five years in the period then ended, in conformity
with accounting principles generally accepted in the United States of America.
These financial statements and financial highlights (hereafter referred to as
"financial statements") are the responsibility of the Fund's management. Our
responsibility is to express an opinion on these financial statements based on
our audits. We conducted our audits of these financial statements in accordance
with the standards of the Public Company Accounting Oversight Board (United
States) . Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements, assessing the
accounting principles used and significant estimates made by management, and
evaluating the overall financial statement presentation. We believe that our
audits, which included confirmation of securities at December 31, 2008 by
correspondence with the custodian and brokers, provide a reasonable basis for
our opinion.

PricewaterhouseCoopers LLP
New York, New York
February 27, 2009
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THE GABELLI CONVERTIBLE AND INCOME SECURITIES FUND INC.
ADDITIONAL FUND INFORMATION (UNAUDITED)

The business and affairs of the Fund are managed under the direction of the
Fund's Board of Directors. Information pertaining to the Directors and officers
of the Fund is set forth below. The Fund's Statement of Additional Information
includes additional information about the Fund's Directors and is available
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without charge,

Corporate Center, Rye,

NAME, POSITION(S)
ADDRESS (1)
AND AGE

INTERESTED DIRECTORS (3) :

MARIO J. GABELLI
Director and

Chief Investment Officer
Age: 66

INDEPENDENT DIRECTORS (6) :

E. VAL CERUTTI
Director
Age: 69

ANTHONY J. COLAVITA (4)
Director
Age: 73

DUGALD A. FLETCHER
Director
Age: 79

ANTHONY R. PUSTORINO
Director
Age: 83

WERNER J. ROEDER, MD (4)
Director
Age: 68

ANTHONIE C. VAN EKRIS
Director
Age: 74

SALVATORE J.
Director
Age: 63

ZIZZA

upon request,

by calling 800-GABELLI
writing to The Gabelli Convertible and Income Securities Fund Inc.
NY 10580-1422.

TERM OF

OFFICE AND
LENGTH OF

TIME SERVED (2)

Since

Since

Since

Since

Since

Since

Since

Since

1989**

1989%

1989***

1989%

1989%

2001**

1992%x*

1991 **x*

19

NUMBER OF
FUNDS IN FUND
COMPLEX
OVERSEEN BY
DIRECTOR

26

36

13

22

20

28

(800-422-3554)

or by
at One

PRINCIPAL OCCUPATION (S)
DURING PAST FIVE YEARS

Chairman and Chief Executive Officer
of GAMCO Investors, Inc. and Chief
Investment Officer - Value Portfolios
of Gabelli Funds, LLC and GAMCO Asset
Management Inc.; Director/Trustee or
Chief Investment Officer of other
registered investment companies in
the Gabelli/GAMCO Funds complex;
Chairman and Chief Executive Officer
of GGCP, Inc.

Chief Executive Officer of Cerutti
Consultants, Inc.

Partner in the law firm of Anthony J.
Colavita, P.C.

President, Fletcher & Company, Inc.

Certified Public Accountant;
Professor Emeritus, Pace University

Medical Director of Lawrence Hospital
and practicing private physician

Chairman of BALMAC International,
Inc. (commodities and futures
trading)

Chairman of Zizza & Co., Ltd.
(consulting)
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THE GABELLI CONVERTIBLE AND INCOME SECURITIES FUND INC.

ADDITIONAL FUND INFORMATION (UNAUDITED) (CONTINUED)
TERM OF
NAME, POSITION (S) OFFICE AND
ADDRESS (1) LENGTH OF PRINCIPAL OCCUPATION (S
AND AGE TIME SERVED (2) DURING PAST FIVE YEARS

OFFICERS:
BRUCE N. ALPERT Since 2003 Executive Vice President and Chief Operating Offi
President Age: 57 since 1988 and an officer of all of the registere
Gabelli/GAMCO Funds complex. Director and Preside
(formerly Gabelli Advisers, Inc.) since 1998
LAURISSA M. MARTIRE Since 2004 Vice President of The Gabelli Global Multimedia T
Vice President and Ombudsman Assistant Vice President of GAMCO Investors, Inc.
Age: 32 Sales Assistant for GAMCO Investors, Inc.
AGNES MULLADY Since 2006 Vice President of Gabelli Funds, LLC since 2007;
Treasurer and Secretary registered investment companies in the Gabelli/GA
Age: 50 Vice President of U.S. Trust Company, N.A. and Tr
Officer of Excelsior Funds from 2004 through 2005
AMIC Distribution Partners from 2002 through 2004
PETER D. GOLDSTEIN Since 2004 Director of Regulatory Affairs at GAMCO Investors

Chief Compliance Officer
Age: 55

(1) Address: One Corporate Center,

Rye,

Compliance Officer of all of the registered inves
Gabelli/GAMCO Funds complex; Vice President of Go
from 2000 through 2004

NY 10580-1422, unless otherwise noted.

(2) The Fund's Board of Directors is divided into three classes, each class

having a term of three years.

Each year the term of office of one class

expires and the successor or successors elected to such class serve for a
three year term. The three year term for each class expires as follows:

* —

Term expires at the Fund's 2009 Annual Meeting of Shareholders or until

their successors are duly elected and qualified.

** - Term expires at the Fund's 2010 Annual Meeting of Shareholders or until
their successors are duly elected and qualified.

*** — Term expires at the Fund's 2011 Annual Meeting of Shareholders or until
their successors are duly elected and qualified.

Each officer will hold office for an indefinite term until the date he or
she resigns or retires or until his or her successor is elected and
qualified.

(3) "Interested person" of the Fund as defined in the 1940 Act. Mr. Gabelli is
considered an "interested person" because of his affiliation with Gabelli

Funds, LLC which acts as the Fund's investment adviser.

(4) Represents holders of the Fund's Preferred Stock.
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(5) This column includes only directorships of companies required to report to
the SEC under the Securities Exchange Act of 1934, as amended (i.e. public
companies) or other investment companies registered under the 1940 Act.

(6) Directors who are not interested persons are considered "Independent"
Directors.

CERTIFICATIONS

The Fund's Chief Executive Officer has certified to the New York Stock
Exchange ("NYSE") that, as of June 17, 2008, he was not aware of any violation
by the Fund of applicable NYSE corporate governance listing standards. The Fund
reports to the Securities and Exchange Commission on Form N-CSR which contains
certifications by the Fund's principal executive officer and principal financial
officer that relate to the Fund's disclosure in such reports and that are
required by Rule 30a-2(a) under the 1940 Act.

The Annual Meeting of The Gabelli Convertible and Income Securities Fund's

shareholders will be held on Monday, May 18, 2009 at the Greenwich Library in
Greenwich, Connecticut.
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THE GABELLI CONVERTIBLE AND INCOME SECURITIES FUND INC.
INCOME TAX INFORMATION (UNAUDITED)
DECEMBER 31, 2008

CASH DIVIDENDS AND DISTRIBUTIONS

TOTAL AMOUNT ORDINARY LONG-TERM DIVIDEND
PAYABLE RECORD PAID INVESTMENT CAPITAL RETURN OF REINVESTMENT
DATE DATE PER SHARE (A) INCOME (A) GAIN (A) CAPITAL (C) PRICE
COMMON SHARES
03/25/08 03/17/08 $0.20000 $0.03033 $0.00199 $0.16768 $7.03000
06/24/08 06/16/08 0.20000 0.03033 0.00199 0.16768 6.96350
09/24/08 09/16/08 0.20000 0.03033 0.00199 0.16768 6.06100
12/17/08 12/12/08 0.20000 0.03033 0.00199 0.16768 5.00650
$0.80000 $0.12132 $0.00796 $0.67072
6.000% SERIES B CUMULATIVE PREFERRED STOCK
03/26/08 03/18/08 $0.37500 $0.35190 $0.02310
06/26/08 06/19/08 0.37500 0.35190 0.02310
09/26/08 09/19/08 0.37500 0.35190 0.02310
12/26/08 12/18/08 0.37500 0.35190 0.02310
$1.50000 $1.40760 $0.09240

SERIES C AUCTION RATE CUMULATIVE PREFERRED STOCK

The percentage of 2008 distributions derived from long-term capital gains
for the Series C Auction Rate Cumulative Preferred Stock was 6.16%.

A Form 1099-DIV has been mailed to all shareholders of record for the
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distributions mentioned above, setting forth specific amounts to be included in
the 2008 tax returns. Ordinary income distributions include net investment
income and net realized short-term capital gains. The long-term gain
distributions for the year ended December 31, 2008 were $221,832, or the maximum
allowable.
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THE GABELLI CONVERTIBLE AND INCOME SECURITIES FUND INC.
INCOME TAX INFORMATION (CONTINUED) (UNAUDITED)
DECEMBER 31, 2008
CORPORATE DIVIDENDS RECEIVED DEDUCTION, QUALIFIED DIVIDEND INCOME, AND U.S.
GOVERNMENT SECURITIES INCOME

The Fund paid to common and 6.00% Series B Cumulative Preferred
shareholders ordinary income dividends of $0.12132 and $1.40760 per share,
respectively, in 2008. The Fund paid weekly distributions to Series C Auction
Rate Cumulative Preferred shareholders at varying rates through its redemption
date, June 25, 2008, including an ordinary income dividend totalling $414.59644
per share in 2008. For the year ended December 31, 2008, 33.53% of the ordinary
dividend qualified for the dividends received deduction available to
corporations, and 41.53% of the ordinary income distribution was qualified
dividend income. The percentage of ordinary income dividends paid by the Fund
during 2008 derived from U.S. Treasury securities was 5.40%. Such income is
exempt from state and local tax in all states. However, many states, including
New York and California, allow a tax exemption for a portion of the income
earned only if a mutual fund has invested at least 50% of its assets at the end
of each quarter of the Fund's fiscal year in U.S. Government securities. The
Fund did not meet this strict requirement in 2008. The percentage of net assets
of U.S. Treasury securities held as of December 31, 2008 was 58.41%.

HISTORICAL DISTRIBUTION SUMMARY

SHORT-TERM LONG-TERM

INVESTMENT CAPITAL CAPITAL RETURN OF

INCOME (B) GAINS (B) GAINS CAPITAL (C)
COMMON SHARES
2008 $ 0.11672 $ 0.00460 $ 0.00796 $0.67072
2007 0.30784 0.07582 0.24480 0.17154
2006 0.34356 0.12104 0.33540 -
2005 0.29540 0.05780 0.20644 0.24036
2004 0.18800 - - 0.61200
2003 0.18800 - 0.05160 0.56040
2002 0.27170 - - 0.47830
2001 0.47550 0.06950 0.26500 -
2000 0.56610 0.32670 0.40720 -
1999 0.38990 0.44590 0.19420 -
1998 0.38660 0.24130 0.29210 -
1997 0.39690 0.22850 0.33460 -
1996 0.49000 0.14160 0.10340 -
1995 0.55740 0.20410 0.35950 0.02900
1994 0.57300 0.11500 0.21200 -
1993 0.56100 0.20000 0.66400 -
1992 0.65400 0.09000 0.13200 -
1991 0.70600 0.11200 0.04700 -
1990 0.69000 - - -
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1989 0.11500 - -
6.000% SERIES B CUMULATIVE PREFERRED STOCK

2008 $ 1.35400 $0.05360 $0.09240
2007 0.73128 0.18220 0.58652
2006 0.64417 0.22693 0.62890
2