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| Summary of the Fund

: Investment Objectives to be consistent with preservation
maintenance of liquidity and stability of principal.
There can be no assurance that the Fund will achieve

The Fund seeks as high a level of current income

exempt from federal income tax and, to the extent o oL
. . L : . its investment objectives.

possible, from California income taxes, as is believed

:Fees and Expenses of the Fund

This table describes the fees and expenses that you may pay if you buy and hold shares of the Fund.

SHAREHOLDER FEES
(fees paid directly from your investment)

Class A Shares

of capital,

Class B Shares

Sales Charge (Load) Imposed on Purchases..........ccooovviiiiiiiiiiniinn.. None
Wire Redemption FEe ... ..ot $15.00

ANNUAL FUND OPERATING EXPENSES
(expenses that you pay each year as a percentage of the value of your
investment)

Management Fees .. ... 0.30%

Distribution and Service (12b-1) Fees ......ooiiiiiiiiiii e 0.20%

Other Expenses (includes Administration Fees listed below)................ 0.44%
Administration FEes ..o 0.21%

Total Annual Fund Operating EXpenses .......ccccooiiiiiiiiiiiiiian. 0.94%

EXAMPLE

None
$15.00

0.30%
0.00%
0.46%

0.21%

0.76%

This Example is intended to help you compare the cost of investing in the Fund with the cost of investing in other
mutual funds. The Example assumes that you invest $10,000 in the Fund for the time periods indicated and
then redeem all of your shares at the end of those periods. The Example also assumes that your investment has a
5% return each year and that the Fund’s operating expenses remain the same. Although your actual costs may be

higher or lower, based on these assumptions your costs would be:

1 Year 3 Years
Class A: $96 $300
Class B: $78 $243

5 Years
$520
$422

10 Years
$1,155
$942



!Principal Investment Strategies

The Fund intends to achieve its investment objectives
by investing primarily in short-term, high quality, debt
obligations of:

(i) California, and its political subdivisions;

(ii) Puerto Rico, Guam and other United States
Territories, and their political subdivisions; and

(iii) other states.

These debt obligations, including Participation
Certificates therein, are collectively referred to
throughout this Prospectus as Municipal Obligations.

The Fund is a money market fund and seeks to
maintain an investment portfolio with a dollar-
weighted average maturity of 60 days or less, to value
its investment portfolio at amortized cost and to
maintain a net asset value of $1.00 per share.

The Fund intends to concentrate (ie., invest 25% or
more of the Fund’s net assets) in California Municipal
Obligations and Industrial Revenue Bonds, including
Participation  Certificates  therein.  Participation
Certificates evidence ownership of an interest in the
underlying Municipal Obligations, purchased from
banks, insurance companies, or other financial
institutions.

The Fund’s investment manager considers the
following factors when buying and selling securities
for the portfolio: (i) the availability of cash,
(ii) redemption requests, (iii) yield management, and
(iv) credit management.

:Principal Risks

e Although the Fund seeks to preserve the value of
your investment at $1.00 per share, it is possible
to lose money by investing in the Fund.

e The value of the Fund’s shares and the securities
held by the Fund can each decline in value.

An investment in the Fund is not a bank deposit
and is not insured or guaranteed by the Federal
Deposit Insurance Corporation or any other
governmental agency.

The amount of income the Fund generates will vary
with changes in prevailing interest rates.

Because the Fund intends to concentrate in
California  Municipal  Obligations, including
Participation Certificates, investors should also
consider the greater risk of the Fund's
concentration versus the safety that comes with a
less concentrated investment portfolio.

Because the Fund may invest in Participation
Certificates, investors should understand the
characteristics of the banking industry and the risks
that such investments entail.

An investment in the Fund should be made with an
understanding of the risks that an investment in
California  Municipal Obligations may entail.
Payment of interest and preservation of capital are
dependent upon the continuing ability of California
issuers and/or obligors of state, municipal and
public authority debt obligations to meet their
payment obligations. Risk factors affecting the
State of California are described in “California Risk
Factors” in the Statement of Additional
Information.

Because the Fund reserves the right to invest up to
20% of its net assets in taxable securities,
investors should understand that some of the
income generated by the Fund may be subject to
taxation including the federal alternative minimum
tax.

The payment of interest and preservation of capital
are dependent upon the continuing ability of
issuers to meet payment obligations.



:Risk/Return Bar Chart and Table

The following performance information provides some indication of the risks of investing in the Fund. The bar
chart shows changes in the Fund’s Class A shares’ performance from year to year. The table shows the Fund’s
average annual total return for one, five, and ten years and since inception for each Class of shares. While
analyzing this information, please note that the Fund’s past performance is not an indicator of how the Fund will
perform in the future. The current 7-day yield for each Class may be obtained by calling the Fund toll-free at

(800) 433-1918.

California Daily Tax Free Income Fund, Inc. — Class A Shares

4.00%

o/ o
2.45%

2.00%

1.57% 1.50%

% Total Return

1.22%

1.00%

0.55%

0.33%
0.17%

0.00%

0.00%
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

Calendar Year End

The Class’s highest quarterly return was 0.76% for the quarter ending June 30, 2000; the lowest quarterly return

was 0.00% for the quarter ending March 31, 2009.

Participating Organizations may charge a fee to investors for purchasing and redeeming shares. Therefore, the net

return to such investors may be less than the net return by investing in the Fund directly.

Average Annual Total Returns — For the periods ended December 31, 2009

Class A Class B
OB Y AN it 0.00% 0.01%
BV Y aIS o 1.57% 1.74%
TN Y A .ot 1.32% 1.51%
SINCE INCE P ON ™ L 2.48% 1.83%

* The inception date was February 10, 1987, for the Class A shares and October 9, 1996, for the Class B shares.



:Management

Investment  Manager: Reich & Tang Asset
Management, LLC (the “Manager”) is the Fund’s
investment manager.

:Purchase and Sale of Fund Shares

You may purchase, exchange or redeem Fund shares
on any business day by written request via mail
(California Daily Tax Free Income Fund, Inc., c/o
Reich & Tang Funds, 600 Fifth Avenue — 8th Floor,
New York, NY 10020), by bank wire, by electronic
funds transfer or through a financial intermediary.
The minimum initial and subsequent investment
amounts are shown below.

MINIMUM INVESTMENTS
Through a financial intermediary

Initial
$1,000

Subsequent
$100

Directly with the Fund
Subsequent
$100

Initial
$5,000

If you have established the option on your account,
you may also redeem Fund shares by telephone
(800-433-1918), by an automatic withdrawal plan or
by writing checks on your account in an amount of
$250 or more.

:Tax Information

The Fund intends to distribute income that is exempt
from regular federal and California income taxes. It is
possible that a portion of the Fund’s distributions may
be subject to California or federal income taxes or to
the federal alternative minimum tax.

:Payments to Broker-Dealers and Other Financial

Intermediaries

If you purchase the Fund through a broker-dealer or
other financial intermediary (such as a bank or
financial advisor), the Fund and/or its Manager may
pay the intermediary for the sale of Fund shares and
related services. These payments may create a
conflict of interest by influencing the broker-dealer or
other financial intermediary and your salesperson to
recommend the Fund over another investment. Ask
your salesperson or visit your financial intermediary’s
website for more information.

| Investment Objectives, Principal Investment Strategies and Related Risks

: Investment Objectives

The Fund is a tax-exempt money market fund whose
investment objectives are to seek as high a level of
current income exempt from federal income tax and, to
the extent possible, from California income taxes, as is
believed to be consistent with preservation of capital,
maintenance of liquidity and stability of principal.

The investment objectives of the Fund described in
this section may only be changed upon the approval
of the holders of a majority of the outstanding shares
of the Fund.
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!Principal Investment Strategies

Although the Fund will attempt to invest 100% of its
total assets in Municipal Obligations and Participation
Certificates therein, the Fund, under normal
circumstances, will invest at least 80% of its net
assets, plus the amount of any borrowings for
investment purposes, in Municipal Obligations, the
income from which is exempt from both federal and
California income tax. This policy is fundamental and
may not be changed without shareholder approval.



With respect to 20% of its net assets, the Fund may
purchase taxable securities, including, among other
things, Municipal Obligations, whose interest income
is subject to federal, state and local income tax. The
kinds of taxable securities in which the Fund may
invest are limited to short-term, fixed income
securities as more fully described in “Description of
the Fund and Its Investments and Risks — Taxable
Securities” in  the Statement of Additional
Information.

Included in the same 20% of net assets in taxable
securities, the Fund may also purchase Municipal
Obligations whose interest income may be subject to
the federal alternative minimum tax.

The Fund may also invest in Participation Certificates
in Municipal Obligations. Participation Certificates
represent the Fund’'s interest in a Municipal
Obligation that is held by another entity (i.e, banks,
insurance companies or other financial institutions).
Instead of purchasing a Municipal Obligation directly,
the Fund purchases and holds an undivided interest
in a Municipal Obligation that is held by a third party.
The Fund’s interest in the underlying Municipal
Obligation is proportionate to the Fund’s participation
interest. Ownership of the Participation Certificates
generally causes the Fund to be treated as the owner
of an interest in the underlying Municipal Obligations
for federal income tax purposes.

The Fund may invest more than 25% of its assets in
Participation Certificates in Industrial Revenue Bonds
and other California Municipal Obligations provided,
however, that such investments may not exceed 25%
of the Fund’s total assets to the extent that (i) the
interest and principal on such instruments are
payable solely from the revenues or assets of a private
project or private entity, and (ii) such instruments are
not guaranteed by a state, state agency, or a political
subdivision thereof.

To the extent suitable California  Municipal
Obligations and Territorial Municipal Obligations are
not available for investment by the Fund, the Fund
may purchase Municipal Obligations issued by other
states, their agencies and instrumentalities. The
dividends derived from these investments will be
designated by the Fund as derived from interest
income that will be, in the opinion of bond counsel to
the issuer at the date of issuance, exempt from
federal income tax, but may be subject to California
income tax.

The Fund will invest primarily in California Municipal
Obligations. As a temporary defensive measure the
Fund may, from time to time, invest in securities that
are inconsistent with its principal investment strategies
or remain uninvested in an attempt to respond to
adverse market, economic, political or other conditions
as determined by the Fund’'s Manager. Such a
temporary defensive position may cause the Fund to
not achieve its investment objectives.

With respect to 75% of its total assets, the Fund shall
invest not more than 5% of its total assets in
Municipal Obligations issued by a single issuer. With
respect to 75% of its total assets, the Fund shall
invest not more than 10% of its total assets in
Municipal Obligations backed by a demand feature or
guarantee from the same institution.

The Fund’s investments may also include “when-issued”
Municipal Obligations and stand-by commitments.

The Fund’s Manager considers the following factors
when buying and selling securities for the portfolio:
(i) the availability of cash, (ii) redemption requests,
(i) yield management, and (iv) credit management.

In order to maintain a share price of $1.00, the Fund
must comply with certain industry regulations. The
Fund will only invest in securities that are



denominated in United States dollars. Other
requirements pertain to the maturity, liquidity and
credit quality of the securities in which the Fund may
invest. The Fund will only invest in securities that,
individually, have or are deemed to have a remaining
maturity of 397 days or less. Also, the average
maturity for all securities contained in the Fund, on a
dollar-weighted basis, and considered as a whole, will
be 60 days or less. The maturities of variable rate
demand instruments held in the Fund will be deemed
to be the longer of the period required before the
Fund is entitled to receive payment of the principal
amount of the instrument through demand, or the
period remaining until the next interest rate
adjustment, although the stated maturities may be in
excess of 397 days.

The average life for all securities contained in the
Fund, on a dollar-weighted basis, and considered as a
whole, will be 120 days or less. The average life
calculation differs from the average maturity
calculation discussed above because the average
maturity calculation allows the Fund to deem a
security to have a shorter maturity date because of an
interest rate readjustment. The average life
calculation does not shorten the maturity date
because of an interest rate readjustment, but instead
is based on a security’s stated final maturity or, when
relevant, the date of the next demand feature when
the fund may receive payment of principal and
interest (such as a put feature).

The Fund will not acquire any security other than a
Weekly Liquid Asset if, immediately after the
acquisition, the Fund would have invested less than
30% of its total assets in Weekly Liquid Assets. As
defined in Rule 2a-7 under the Investment Company
Act of 1940, as amended (the “1940 Act”), currently
Weekly Liquid Assets include (i) cash; (ii) direct
obligations of the U.S. Government; (iii) Government
securities that are issued by a person controlled or
supervised by and acting as an instrumentality of the
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U.S. Government pursuant to authority granted by the
U.S. Congress that (A) are issued at a discount to the
principal amount to be repaid at maturity; and
(B) have a remaining maturity date of 60 days or less;
or (iv) securities that will mature or are subject to a
demand feature that is exercisable and payable within
five business days (collectively, “Weekly Liquid
Assets”). The Fund may maintain a higher percentage
of its total assets in Weekly Liquid Assets if
determined to be appropriate by the Fund’s Board of
Directors.

The Fund will only invest in either securities that have
been rated (or whose issuers have been rated) in the
highest short-term rating category by nationally
recognized statistical rating organizations, or in
unrated securities that have been determined by the
Fund’s investment manager to be of comparable
quality.

For a more detailed description of (i) the securities in
which the Fund will invest, (ii) fundamental
investment restrictions, and (iii) industry regulations
governing credit quality and maturity, please refer to
the Statement of Additional Information.

:Risks

The  Fund complies with  industry-standard
requirements on the quality, maturity and
diversification of its investments, which are designed
to help maintain a $1.00 share price. A significant
change in interest rates or a default on the Fund’s
investments could cause its share price (and the
value of your investment) to change.

By investing in liquid, short-term, high quality
investments that have high quality credit support
from banks, insurance companies or other financial
institutions (i.e., Participation Certificates and other
variable rate demand instruments), the Fund’s



management believes that it can protect the Fund
against credit risks that may exist on long-term
Municipal Obligations. The Fund may still be exposed
to the credit risk of the institution providing the
investment. Changes in the credit quality of the
provider could affect the value of the security and
your investment in the Fund.

Because of the Fund’s concentration in investments
in California Municipal Obligations, the safety of an
investment in the Fund will depend substantially
upon the financial strength of California and its
political subdivisions.

The primary purpose of investing in a portfolio of
California Municipal Obligations is the special tax
treatment accorded California resident individual
investors. Payment of interest and preservation of
principal, however, are dependent upon the
continuing ability of the California issuers and/or
obligors of state, municipal and public authority debt
obligations to meet their obligations thereunder.
Investors should consider the greater risk of the
Fund’s concentration versus the safety that comes
with a less concentrated investment portfolio and
should compare yields available on portfolios of
California issues with those of more diversified
portfolios, including out-of-state issues, before
making an investment decision.

Because the Fund may concentrate in Participation
Certificates that may be secured by bank letters of
credit or guarantees, an investment in the Fund
should be made with an understanding of the
characteristics of the banking industry and the risks
which such an investment may entail. These
characteristics  and  risks  include  extensive
governmental regulations, changes in the availability

and cost of capital funds, and general economic
conditions (see “Variable Rate Demand Instruments
and Participation Certificates” in the Statement of
Additional Information). These factors may limit both
the amounts and types of loans and other financial
commitments that may be made and interest rates
and fees may be charged. The profitability of this
industry is largely dependent upon the availability and
cost of capital funds for the purpose of financing
lending operations under prevailing money market
conditions. Also, general economic conditions play an
important part in the operations of this industry and
exposure to credit losses arising from possible
financial difficulties of borrowers might affect a
bank’s ability to meet its obligations under a letter of
credit.

:Portfolio Holdings

A schedule of the Fund’s complete portfolio holdings,
current as of month-end, will be available on the
Fund’s website no earlier than 5 days after the end of
each month. This information will remain available on
the website at least until updated for the next month
or until the Fund files with the Securities and
Exchange Commission (the “SEC”) its semi-annual/
annual shareholder report or quarterly portfolio
holdings report that includes such period. The most
recent schedule is available on the Fund’s website at
http://www.money-funds.com/portfolioholdings or by
calling toll free at (800) 433-1918. The Fund may
terminate or modify this policy at any time without
further notice to shareholders, including making
additional disclosure of the Fund’s portfolio holdings
on the Fund’'s website. A description of the Fund’s
policies and procedures with respect to the disclosure
of the Fund’s portfolio securities is available in the
Statement of Additional Information.



| Management, Organization and Capital Structure

The Fund's Manager is Reich & Tang Asset
Management, LLC. The Manager’s principal business
office is located at 600 Fifth Avenue, New York, NY
10020. As of March 31, 2010, the Manager was the
investment manager, adviser or sub-adviser with
respect to assets aggregating in excess of $11.9
billion. The Manager has been an investment adviser
since 1970 and currently is manager or sub-adviser of
eleven portfolios of registered investment companies,
of which it acts as administrator for six. The Manager
also advises high net worth individuals, private funds,
pension trusts, profit-sharing trusts and endowments.

Pursuant to the Investment Management Contract
between the Fund and the Manager, the Manager
manages the Fund’s portfolio of securities and makes
decisions with respect to the purchase and sale of
investments, subject to the general control of the
Board of Directors of the Fund. Pursuant to the
Investment Management Contract, the Fund pays the
Manager a fee equal to 0.30% per annum of the
Fund’'s average daily net assets for managing the
Fund’s investment portfolio and performing related
services. For the fiscal year ended December 31,
2009, following a voluntary fee waiver, the Fund paid
the Manager a management fee equal to 0.17% per
annum of the Fund’s average daily net assets. A
discussion regarding the basis for the Board of
Directors approving the continuance of the
Investment Management Contract is available in the
Fund’s annual report for the period ended
December 31, 2009.

Pursuant to the Administrative Services Contract
between the Fund and the Manager, the Manager
provides all management and administrative services
reasonably necessary for the Fund’s operation, other
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than those services that the Manager provides to the
Fund pursuant to the Investment Management
Contract. The Manager also provides the Fund with
the personnel to perform all other clerical and
accounting type functions not performed by the
Manager pursuant to the Investment Management
Contract and the Administrative Services Contract.
For its services under the Administrative Services
Contract, the Fund pays the Manager a fee equal to
0.21% per annum of the Fund’'s average daily net
assets. For the fiscal year ended December 31, 2009,
following a voluntary fee waiver, the Fund paid the
Manager a fee for administrative services equal to
0.04% per annum of the Fund’s average daily net
assets.

The Manager, at its discretion, may voluntarily waive
all or a portion of the investment management and
the administrative services fees. Any portion of the
total fees received by the Manager may be used to
provide shareholder services and for distribution of
Fund shares.

In addition, Reich & Tang Distributors, Inc., (the
“Distributor”), receives a servicing fee equal to
0.20% per annum of the average daily net assets of
the Class A shares of the Fund under the Shareholder
Servicing Agreement. The fees are accrued daily and
paid monthly. Investment management fees and
operating expenses, which are attributable to both
Classes of shares of the Fund, will be allocated daily
to each Class of shares based on the percentage of
shares outstanding for each Class at the end of the
day. For the fiscal year ended December 31, 2009,
following a voluntary fee waiver, the Shareholder
Servicing Fee for the Class A shares was fully waived.



|Shareholder Information

The Fund sells and redeems its shares on a
continuing basis at their net asset value. The Fund
does not impose a charge for either purchases or
redemptions, although there may be a fee imposed on
certain wire redemption requests. All transactions in
Fund shares are processed through the Fund’s
transfer agent or its principal underwriter, as
appropriate, which accept orders for purchases and
redemptions from Participating Organizations (see
“Investments Through Participating Organizations —
Purchase of Class A Shares” for a definition of
Participating Organizations) and from investors
directly.

:Pricing of Fund Shares

The net asset value of the Fund’'s shares is
determined as of 4:00 p.m., Eastern time, on each
Fund Business Day. Fund Business Day means
weekdays (Monday through Friday) except (i) days on
which the New York Stock Exchange is closed for
trading (i.e., national holidays) and (ii) Columbus Day
and Veterans' Day. However, on certain days that the
New York Stock Exchange is closed, the Fund, at the
direction of the Manager, may be open for purchases
and redemptions and will determine its net asset
value. The Fund’s net asset value is computed by
dividing the value of the Fund’s net assets (i.e., the
value of its securities and other assets less its
liabilities, including expenses payable or accrued, but
excluding capital stock and surplus) by the total
number of shares outstanding. The Fund intends to
maintain a stable net asset value at $1.00 per share,
although there can be no assurance that this will be
achieved.

The Fund’s portfolio securities are valued at their
amortized cost in compliance with the provisions of
Rule 2a-7 under the 1940 Act. Amortized cost
valuation involves valuing an instrument at its cost

and thereafter assuming a constant amortization to
maturity of any discount or premium. If fluctuating
interest rates or credit issues cause the market value
of the Fund’s share price to be less than $0.997 or
greater than $1.003, the Board of Directors will
consider whether any action should be initiated to
prevent the share price from going below $0.995 per
share or above $1.005 per share. Although the
amortized cost method provides certainty in valuation,
it may result in periods during which the value of an
instrument is higher or lower than the price the Fund
would receive if the instrument were sold.

Shares are issued as of the first determination of the
Fund’s net asset value per share made after
acceptance of the investor’'s purchase order. In order
to maximize earnings on its portfolio, the Fund
normally has its assets as fully invested as is
practicable. Many securities in which the Fund
invests require the immediate settlement in funds of
Federal Reserve member banks on deposit at a
Federal Reserve Bank (commonly known as “Federal
Funds”). Fund shares begin accruing income on the
day the shares are issued to an investor.

The Fund reserves the right to reject any purchase
order of its shares. In addition, the Fund does not
accept cash, and may refuse to accept cash
equivalents (ze., travelers cheques, money orders,
cashier’s checks or similar instruments) and certain
other forms of payment at its discretion. Certificates
for Fund shares will not be issued to investors.

:Purchase of Fund Shares

The Fund does not accept a purchase order from
investors investing in the Fund directly (ie, not
through  Participating  Organizations) until an
investor’'s payment has been converted into Federal
Funds and is received by the Fund’s transfer agent, or
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its principal underwriter, as appropriate. Orders from
these direct investors that are accompanied by
Federal Funds and received after 4:00 p.m., Eastern
time, on a Fund Business Day will result in the
issuance of shares on the following Fund Business
Day.

Investors may, if they wish, invest in the Fund
through a Participating Organization with which they
have accounts. Generally, all other investors, and
investors who have accounts with Participating
Organizations but do not wish to invest in the Fund
through them, may invest in the Fund directly as
Class B shareholders. Class B shareholders generally
do not receive the benefit of the servicing functions
performed by a Participating Organization. Class B
shares may also be offered to investors who purchase
their shares through Participating Organizations who,
because they may not be legally permitted to receive
such as fiduciaries, do not receive compensation from
the Distributor or the Manager.

The minimum initial investment in the Fund for both
Classes of shares is (i) $1,000 for purchases through
Participating Organizations—this may be satisfied by
initial investments aggregating $1,000 by a
Participating Organization on behalf of their
customers whose initial investments are less than
$1,000, (ii) $1,000 for securities brokers, financial
institutions and other industry professionals that are
not Participating Organizations, and (iii) $5,000 for
all other investors. Initial investments may be made
in any amount in excess of the applicable minimums.
The minimum amount for subsequent investments is
$100 unless the investor is a client of a Participating
Organization whose clients have made aggregate
subsequent investments of $100. The Fund may
waive any minimum purchase requirements.

Each shareholder, except those purchasing through
Participating  Organizations, will receive  a
personalized monthly statement from the Fund listing
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(i) the total number of Fund shares owned as of the
statement closing date, (ii) purchases and
redemptions of Fund shares, and (iii) the dividends
paid on Fund shares (including dividends paid in cash
or reinvested in additional Fund shares).

: Investments Through Participating Organizations —

Purchase of Class A Shares

Generally, investors purchasing shares through a
Participating  Organization  become Class A
shareholders and are referred to as Participant
Investors. Participating Organizations are securities
brokers, banks and financial institutions or other
industry professionals or organizations that have
entered into shareholder servicing agreements with
the Distributor with respect to investment of their
customer accounts in the Fund. When instructed by a
Participant Investor to purchase or redeem Fund
shares, the Participating Organization, on behalf of
Participant Investor, transmits to the Fund’s transfer
agent a purchase or redemption order, and in the case
of a purchase order, payment for the shares being
purchased.

Participating  Organizations may confirm to
Participant Investors each purchase and redemption
of Fund shares for their accounts. Also, Participating
Organizations may send periodic account statements
to the Participant Investors showing (i) the total
number of Fund shares owned by each Participant
Investor as of the statement closing date,
(ii) purchases and redemptions of Fund shares by
each Participant Investor during the period covered by
the statement, and (iii) the income earned by Fund
shares of each Participant Investor during the
statement period (including dividends paid in cash or
reinvested in additional Fund shares). Participant
Investors whose Participating Organizations have not
undertaken to provide such statements will receive
them from the Fund directly.



Participating Organizations may charge Participant
Investors a fee in connection with their use of
specialized purchase and redemption procedures. In
addition, Participating Organizations offering purchase
and redemption procedures similar to those offered to
shareholders who invest in the Fund directly may
impose charges, limitations, minimums and restrictions
in addition to or different from those applicable to
shareholders who invest in the Fund directly.
Accordingly, the net yield to investors who invest
through Participating Organizations may be less than by
investing in the Fund directly. Participating
Organizations may also set deadlines for receipt of
orders from Participant Investors that are earlier than
the order deadline of the Fund due to processing or
other reasons. A Participant Investor should read this
Prospectus in conjunction with the materials provided
by the Participating Organization describing the
procedures under which Fund shares may be purchased
and redeemed through the Participating Organization.

Qualified Participating Organizations may transmit an
investor’'s purchase or redemption order to the Fund’s
transfer agent after 4:00 p.m., Eastern time on the day
the order is received from the investor as long as the
investor has placed his order with the Participating
Organization before 4:00 p.m., Eastern time on that
day. The investor will then receive the net asset value
of the Fund’'s shares determined as of 4:00 p.m.,
Eastern time on the day he placed his order with the
qualified Participating Organization. Participating
Organizations are responsible for instituting procedures
to insure that purchase orders by their respective
clients are processed expeditiously.

:Initial Direct Purchases of Class B Shares

Investors who wish to invest in the Fund directly may
obtain a current Prospectus and the Fund application
order form necessary to open an account by
telephoning the Fund at (212) 830-5345 or toll free
at (800) 433-1918 during the hours of 8:30 a.m. to
5:30 p.m., Eastern time on any Fund Business Day.

MAIL AND PERSONAL DELIVERY

Investors may send or deliver a check made payable
to “California Daily Tax Free Income Fund, Inc.”
along with a completed Fund application to:

California Daily Tax Free Income Fund, Inc.
c/o Reich & Tang Funds

600 Fifth Avenue-8th Floor

New York, New York 10020

Checks are accepted subject to collection at full value
in United States currency. Payment by a check drawn
on any member of the Federal Reserve System will
normally be converted into Federal Funds within two
business days after receipt of the check. Checks
drawn on a non-member bank may take substantially
longer to convert into Federal Funds.

BANK WIRE

To purchase shares of the Fund using the wire system
for transmittal of money among banks, an investor,
prior to his or her initial purchase of shares, should
first telephone the Fund at (212) 830-5345 or toll
free at (800) 433-1918 during the hours of 8:30
a.m. to 5:30 p.m., Eastern time on any Fund
Business Day to obtain a Fund application necessary
to open a new account. The investor should complete
and fax the Fund application along with any required
documentation to the Fund at (212) 830-5476. The
original Fund application and documentation should
then be mailed to the address specified under “Mail
and Personal Delivery.” The investor should then
telephone the Fund at the above number to obtain a
new account number and then instruct a member
bank of the Federal Reserve System to wire the
amount of the investment immediately to:

The Bank of New York Mellon
ABA # 021000018

Reich & Tang Funds

DDA # 8900403527
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For California Daily Tax Free Income Fund, Inc.
Account of (Investor's Name)
Fund Account #

An account will not be opened until the Fund has
received the Fund application and required
documentation in proper form and has accepted the
purchase order for its shares.

There may be a charge by the investor's bank for
transmitting the money by bank wire, and there also
may be a charge for use of Federal Funds. The Fund
does not charge investors in the Fund for its receipt of
wire transfers. Payment in the form of a “bank wire”
received prior to 4:00 p.m., Eastern time, on a Fund
Business Day will be treated as a Federal Funds
payment received on that day.

: Electronic Funds Transfers (EFT), Pre-authorized
Credit and Direct Deposit Privilege

You may purchase shares of the Fund (minimum of
$100) by having salary, dividend payments, interest
payments or any other payments designated by you,
including federal salary, social security, or certain
veteran’s, military or other payments from the
federal government, automatically deposited into
your Fund account. You can also have money
debited from your checking account. To enroll in any
one of these programs, please contact your broker or
the Fund for the appropriate form. You may elect at
any time to terminate your participation by notifying
in writing the appropriate depositing entity and/or
federal agency. Upon notification of death or legal
incapacity your participation in the Privilege will
automatically terminate. Further, the Fund may
terminate your participation in the Privilege upon 30
days’ notice to you.

:Subsequent Purchases of Shares

Subsequent purchases can be made by bank wire, as
indicated above, or by mailing a check to:
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California Daily Tax Free Income Fund, Inc.
c/o Reich & Tang Funds

P.0. Box 13232

Newark, New Jersey 07101-3232

There is a $100 minimum for subsequent purchases
of shares. All payments should clearly indicate the
shareholder’s account number. If your check is
returned unpaid due to insufficient funds, your order
will be cancelled and your account will be charged a
$20 fee for each returned check.

Provided that the information on the application form
on file with the Fund is still applicable, a shareholder
may reopen an account without filing a new Fund
application at any time during the vyear the
shareholder’'s account is closed or during the
following calendar year.

:Redemption of Shares

A redemption is effected immediately following, and
at a price determined in accordance with, the next
determination of net asset value per share of the
Fund upon receipt by the Fund’s transfer agent of the
redemption order (and any supporting documentation
which the Fund’'s transfer agent may require).
Normally, payment for redeemed shares is made on
the same Fund Business Day the redemption is
effected, if the redemption proceeds are paid by wire
(on the next Fund Business Day if paid by check).
However, redemption payments will not be paid out
unless the check (including a certified or cashier’s
check) used for investment has been cleared for
payment by the investor’'s bank, which can take up to
15 days after investment. Shares redeemed are not
entitled to participate in dividends declared on the
day a redemption becomes effective.

A shareholder’s original Fund application order form
permits the shareholder to redeem by written request
and to elect one or more of the additional redemption



procedures described below. A shareholder may only
change the instructions indicated on his original Fund
application order form by transmitting a written
direction to the Fund’s transfer agent. Requests to
institute or change any of the additional redemption
procedures will require a signature guarantee.

When a signature guarantee is called for, the
shareholder should have “Signature Guaranteed”
stamped under his signature. It should be signed and
guaranteed by an eligible guarantor institution which
includes a domestic bank, a domestic savings and
loan institution, a domestic credit union, a member
bank of the Federal Reserve System or a member firm
of a national securities exchange, pursuant to the
Fund’s transfer agent’s standards and procedures.

WRITTEN REQUESTS
Shareholders may make a redemption in any amount
by sending a written request to the Fund addressed to:

California Daily Tax Free Income Fund, Inc.
c/o Reich & Tang Funds

600 Fifth Avenue-8th Floor

New York, New York 10020

All written requests for redemption must be signed by
the shareholder, in each case with signature
guaranteed, unless otherwise indicated on the Fund
application or in a subsequent written authorization.

Normally, the redemption proceeds are paid by check
and mailed to the shareholder at the address of
record.

CHECKS

By making the appropriate election on their Fund
application order form, shareholders may request a
supply of checks that may be used to effect
redemptions from the Class of shares of the Fund in
which they invest. The checks, which will be issued in
the shareholder’'s name, are drawn on a special

account maintained by the Fund with the Fund’s agent
bank. Checks may be drawn in any amount of $250 or
more. When a check is presented to the Fund’s agent
bank, it instructs the Fund'’s transfer agent to redeem a
sufficient number of full and fractional shares in the
shareholder’'s account to cover the amount of the
check. The use of a check to make a withdrawal
enables a shareholder in the Fund to receive dividends
on the shares to be redeemed up to the Fund Business
Day on which the check clears. Checks provided by the
Fund may not be certified. Fund shares purchased by
check may not be redeemed by check until the check
has cleared, which can take up to 15 days following
the date of purchase.

There is no charge to the shareholder for checks
provided by the Fund, although there may be fees
charged for checks provided in connection with
certain cash management programs offered through
Participating Organizations. The Fund reserves the
right to impose a charge or impose a different
minimum check amount in the future.

Shareholders electing the checking option are subject
to the procedures, rules and regulations of the Fund’s
agent bank governing checking accounts. Checks
drawn on a jointly owned account may, at the
shareholder’s election, require only one signature.
Checks in amounts exceeding the value of the
shareholder's account at the time the check is
presented for payment will not be honored. Since the
dollar value of the account changes daily, the total
value of the account may not be determined in
advance and the account may not be entirely
redeemed by check. Shareholders will be charged a
$16 fee for any stop payment requests, a $15 fee if
the Fund is requested to deliver a supply of checks
overnight and a $4 fee for each copy of a check
requested. In addition, the Fund reserves the right to
charge the shareholder’s account a fee up to $20 for
checks not honored as a result of an insufficient
account value, a check deemed not negotiable
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because it has been held longer than six months, an
unsigned check, and/or a post-dated check. The Fund
reserves the right to terminate or modify the check
redemption procedure at any time or to impose
additional fees following notification to the Fund’s
shareholders.

Corporations and other entities electing the checking
option are required to furnish a certified resolution or
other evidence of authorization in accordance with
the Fund’s normal practices. Individuals and joint
tenants are not required to furnish any supporting
documentation. Appropriate authorization forms will
be sent by the Fund or its agents to corporations and
other shareholders who select this option. As soon as
the authorization forms are filed in good order with
the Fund’s agent bank, the Fund will provide the
shareholder with a supply of checks.

TELEPHONE

The Fund accepts telephone requests for redemptions
from shareholders who elect this option on their Fund
application. The proceeds of a telephone redemption
may be sent to the shareholders at their address of
record or to their bank account, both as set forth in
the Fund application or in a subsequent written
authorization. For telephone requests for wire
redemptions of less than $10,000, the Fund charges
a $15 fee. The Fund may accept telephone
redemption instructions from any person with respect
to accounts of shareholders who elect this service and
thus such shareholders risk possible loss of principal
and interest in the event of a telephone redemption
not authorized by them. The Fund will employ
reasonable procedures to confirm that telephone
redemption instructions are genuine, and will require
that shareholders electing such option provide a form
of personal identification at the time of such
redemption requests. Failure by the Fund to employ
such reasonable procedures may cause the Fund to
be liable for the losses incurred by investors due to
unauthorized or fraudulent telephone redemptions.
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A shareholder making a telephone withdrawal should
call the Fund at (212) 830-5345 or toll free at (800)
433-1918 during the hours of 8:30 a.m. to 5:30
p.m., Eastern time on any Fund Business Day and
state: (i) the name of the shareholder appearing on
the Fund’s records, (ii) the shareholder’'s account
number with the Fund, (iii) the amount to be
withdrawn, (iv) whether such amount is to be
forwarded to the shareholder’'s designated bank
account or address of record, and (v) the name and
phone number of the person requesting the
redemption. Usually, the proceeds are sent to the
designated bank account or address of record on the
same Fund Business Day the redemption is effected,
if the redemption proceeds are paid by wire (or to the
address of record on the next Fund Business Day if
paid by check). The Fund may modify or discontinue
the telephone redemption option at any time and will
notify shareholders accordingly.

GENERALLY

There is no redemption charge, although there may be
a fee charged on certain wire redemption requests, no
minimum period of investment, no minimum amount
for a redemption, and no restriction on frequency of
withdrawals. Unless other instructions are given in
proper form to the Fund’s transfer agent, a check for
the proceeds of a redemption will be sent to the
shareholder’s address of record. If a shareholder
elects to redeem all of his or her shares of the Fund,
all dividends accrued to the date of such redemption
will be paid to the shareholder along with the
proceeds of the redemption. A redemption of shares
may result in taxable income to the shareholder.

The right of redemption generally may not be
suspended or the date of payment upon redemption
postponed for more than seven days after the shares
are tendered for redemption, except for (i) any period
during which the New York Stock Exchange is closed
(other than customary weekend and holiday closings),
(ii) any period during which the SEC determines that



trading thereon is restricted, (iii) any period during
which an emergency (as determined by the SEC)
exists as a result of which disposal by the Fund of its
portfolio securities is not reasonably practicable or as
a result of which it is not reasonably practicable for
the Fund to fairly determine the value of its net
assets, (iv) such other period as the SEC may by order
permit for the protection of the shareholders of the
Fund, or (v) a situation where the Fund needs to rely
on Rule 22e-3 under the 1940 Act in order to
facilitate an orderly liquidation of the Fund.

The Fund and its agents reserve the right to “freeze”
or “block” (that is, disallow any further purchases or
redemptions from any account) or suspend account
services in certain instances as permitted or required
by applicable laws and regulations, including
applicable  anti-money laundering  regulations.
Examples of such instances include, but are not
limited to, (i) where an accountholder appears on the
list of “blocked” entities and individuals maintained
pursuant to OFAC (Office of Foreign Assets Control)
regulations, (ii) where the Fund or its agents detect
suspicious activity or suspect fraudulent or illegal
activity, or (iii) when notice has been received by the
Fund or its agents that there is a dispute between the
registered or beneficial account owners.

The Fund reserves the right to redeem the shares of
any shareholder if the total value of all the remaining
shares in the shareholder’s or his Participating
Organization’s account after a withdrawal is less than
$500. Written notice of a proposed mandatory
redemption will be given at least 30 days in advance
to any shareholder whose account is to be redeemed
or, alternatively the Fund may impose a monthly
service charge of $10 on such accounts, which does
not require prior written notice. For Participant
Investor accounts, notice of a proposed mandatory
redemption will be given only to the appropriate
Participating Organization. The Participating
Organization will be responsible for notifying the

Participant Investor of the proposed mandatory
redemption. A shareholder or  Participating
Organization who receives such notice may avoid
mandatory redemption by purchasing sufficient
additional shares to increase its account value to the
minimum amount during the notice period.

In addition, in accordance with applicable customer
identification regulations, the Fund reserves the right
to redeem the shares of any shareholder and close the
shareholder’s account if the Fund and its agents are
unable to verify the shareholder’s identity within a
reasonable time after the shareholder's account is
opened. If the Fund closes a shareholder’s account in
this manner, the shares will be valued in accordance
with the net asset value next calculated after the
Fund decides to close the account.

: Automatic Withdrawal Plan

Shareholders may elect to withdraw shares and
receive payment from the Fund of a specified amount
of $50 or more automatically on a monthly or
quarterly basis. The monthly or quarterly withdrawal
payments of the specified amount are made by the
Fund on the date specified on the Automatic
Withdrawal Authorization form. Whenever such day of
the month is not a Fund Business Day, the payment
date is the Fund Business Day preceding the day of
the month specified on the Automatic Withdrawal
Authorization form. In order to make a payment, a
number of shares equal in aggregate net asset value
to the payment amount are redeemed at their net
asset value on the Fund Business Day immediately
preceding the date of payment. To the extent that the
redemptions to make plan payments exceed the
number of shares purchased through reinvestment of
dividends and distributions, the redemptions reduce
the number of shares purchased on original
investment, and may ultimately liquidate a
shareholder’s investment.
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The election to receive automatic withdrawal
payments may be made at the time of the original
application by completing an Automatic Authorization
Withdrawal form. The election may also be made,
changed or terminated at any later time by sending a
signature guaranteed written request to the transfer
agent. Because the withdrawal plan involves the
redemption of Fund shares, such withdrawals may
constitute taxable events to the shareholder. However,
the Fund does not expect that there will be any
realized capital gains.

:Dividends and Distributions

The Fund declares dividends equal to all its net
investment income (excluding capital gains and
losses, if any, and amortization of market discount)
on each Fund Business Day and pays dividends
monthly. There is no fixed dividend rate. In
computing these dividends, interest earned and
expenses are accrued daily.

Net realized capital gains, if any, are distributed at
least annually and in no event later than 60 days after
the end of the Fund'’s fiscal year.

All dividends and distributions of capital gains are
automatically invested, at no charge, in additional
Fund shares of the same Class of shares immediately
upon payment thereof unless a shareholder has
elected by written notice to the Fund to receive either
of such distributions in cash. The reinvestment of
capital gains or any taxable dividends does not avoid
a taxable event to the shareholder, even though such
shareholder has not received a cash distribution to
pay the resulting tax, if any. See “Tax
Consequences.” If you elect to receive dividends and
distributions in cash and the U.S. Postal Service
cannot deliver the checks, or if the checks remain
uncashed for six months, the checks will be
reinvested into your account at the then current net
asset value.
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Because Class A shares bear the service fee under the
Fund’'s 12b-1 Plan, the net income of and the
dividends payable to the Class A shares will be lower
than the net income of and dividends payable to the
Class B shares of the Fund. Dividends paid to each
Class of shares of the Fund will, however, be declared
and paid on the same days at the same times and,
except as noted with respect to the service fees
payable under the Fund’'s 12b-1 Plan, will be
determined in the same manner and paid in the same
amounts.

:Exchange Privilege

Shareholders of the Fund are entitled to exchange
some or all of their Class of shares in the Fund for
shares of the same Class of certain other investment
companies that retain Reich & Tang Asset
Management, LLC as investment manager and that
participate in the exchange privilege program with the
Fund. If only one Class of shares is available in a
particular exchange fund, the shareholders of the
Fund are entitled to exchange their shares for the
shares available in that exchange fund. If a particular
exchange fund has more than one available class of
shares, neither of which are Class A or Class B shares,
the shareholders of the Fund are entitled to exchange
their shares for a comparable class of shares available
in the exchange fund.

There is no charge for the exchange privilege or
limitation as to frequency of exchange. The minimum
amount for an exchange is $1,000. However,
shareholders who are establishing a new account with
an investment company through the exchange
privilege must ensure that a sufficient number of
shares are exchanged to meet the minimum initial
investment required for the investment company into
which the exchange is being made. Each Class of
shares is exchanged at its respective net asset value.



The exchange privilege provides shareholders of the
Fund with a convenient method to shift their
investment among different investment companies
when they feel such a shift is desirable. The exchange
privilege is available to shareholders resident in any
state in which shares of the investment company
being acquired may legally be sold. Shares of the
same Class may be exchanged only between
investment company accounts registered in identical
names. Before making an exchange, an investor
should review the current prospectus of the
investment company into which the exchange is to be
made. An exchange will be a taxable event to an
exchanging shareholder. See “Tax Consequences.”

Instructions for exchanges may be made by sending a
written request to:

California Daily Tax Free Income Fund, Inc.
c/o Reich & Tang Funds

600 Fifth Avenue-8th Floor

New York, New York 10020

or, for shareholders who have elected that option, by
telephoning the Fund at (212) 830-5345 or toll free
at (800) 433-1918. The Fund reserves the right to
reject any exchange request and may modify or
terminate the exchange privilege at any time.

:Frequent Trading

The Reich & Tang family of funds discourages short-
term or excessive trading (“frequent trading”) of their
shares by shareholders (including by means of
exchanges) and maintains procedures reasonably
designed to detect and deter such frequent trading,
except with respect to the money market funds as
discussed below. Frequent trading is sometimes
referred to as market timing. Market timing may take
many forms but commonly refers to arbitrage activity
involving the frequent buying and selling of mutual
fund shares in order to take advantage of the fact that
there may be a lag between a change in the value of a

mutual fund’s portfolio securities and the reflection of
that change in the fund’s share price. Frequent
trading may dilute the value of fund shares held by
long-term shareholders. Frequent trading may also
interfere with the efficient management of a fund’s
portfolio, as it may result in a fund maintaining higher
cash balances than it otherwise would (which would
result in reduced yields for money market funds) or
cause a fund to sell portfolio securities at a time it
otherwise would not. Frequent trading may further
result in increased portfolio transaction (or brokerage)
costs, administrative and other operating costs and
may cause a fund to realize taxable capital gains or
harvest capital losses at a time that it otherwise
would not. For these reasons, frequent trading poses
the risk of lower returns for long-term shareholders of
a fund. There is no guarantee that these policies and
procedures will be effective in detecting and
preventing frequent trading in whole or in part.

Money market funds are not effective vehicles for
market timing activity since these types of funds seek
to maintain a constant net asset value of $1.00 per
share. In addition, the risks of frequent trading are
not generally applicable to money market funds
because money market funds are created as cash
management vehicles which accommodate frequent
inflows and outflows of cash. As a result, money
market funds are managed to accommodate such
cash flows, particularly when used as sweep vehicles,
which generally eliminates the potential for disruptive
trading.

Nonetheless, as indicated under “Pricing of Fund
Shares” and “Exchange Privilege,” the Fund reserves
the right to reject any purchase or exchange order for
its shares for any reason and thus may exercise such
right in the event it determines that a purchase or
exchange order is disruptive to the Fund’s
management or otherwise. The Fund’s procedures
with respect to frequent purchases and redemptions
of Fund shares by shareholders are thus limited to the
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Fund exercising its right to reject purchase or
exchange orders it determines in its discretion to be
disruptive. The Fund may change its policies relating
to frequent trading at any time without prior notice to
shareholders.

:Tax Consequences

FEDERAL INCOME TAXES

The Fund has elected to qualify and intends to
continue to qualify as a regulated investment
company under the Internal Revenue Code of 1986,
as amended (the “Code”). As a regulated investment
company, dividends paid by the Fund that are
designated by the Fund as exempt interest dividends
and derived from Municipal Obligations and
Participation Certificates, will be exempt from regular
federal income tax whether received in cash or
reinvested in additional shares, provided the Fund
meets certain requirements of the Code, including the
requirement that at the close of each quarter of its
taxable year at least 50 percent of the value of the
total assets of the Fund consists of Municipal
Obligations and certain other state and local
obligations described in Code Section 103(a), but
may be subject to the federal alternative minimum
tax. These dividends are referred to as exempt
interest dividends. Income exempt from federal
income tax, however, may be subject to state and
local income tax.

Dividends paid from net investment income from
taxable investments, if any, and distributions of any
realized short-term capital gains (from tax-exempt or
taxable obligations) are taxable to shareholders as
ordinary income, whether received in cash or
reinvested in additional shares of the Fund.

For shareholders that are Social Security and Railroad
Retirement recipients, interest on tax-exempt bonds,
including exempt interest dividends paid by the Fund,
is to be added to the shareholders’ adjusted gross
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income to determine the amount of Social Security
benefits includible in their gross income.

Interest on certain private activity bonds will
constitute an item of tax preference subject to the
individual  federal alternative = minimum  tax.
Shareholders that are corporations will be required to
include in alternative minimum taxable income 75%
of the amount by which their adjusted current
earnings (including tax-exempt interest) exceed their
alternative minimum taxable income (determined
without this tax item). In certain cases, shareholders
that are Subchapter S corporations with accumulated
earnings and profits from Subchapter C years will be
subject to a tax on tax-exempt interest.

The Fund will inform shareholders of the amount and
nature of its income and gains in a written notice
mailed to shareholders not later than 60 days after
the close of the Fund'’s taxable year.

The sale, exchange or redemption of shares will
generally be a taxable disposition of an asset that may
result in a taxable gain or loss for the shareholder if
the shareholder receives more or less than its
adjusted tax basis for the shares. An exchange
pursuant to the exchange privilege is treated as a sale
on which the shareholder may realize a taxable gain
or loss.

With respect to variable rate demand instruments,
including Participation Certificates therein, the Fund
will be treated for federal income tax purposes as the
owner of an interest in the underlying Municipal
Obligations and that the interest thereon will be
exempt from regular federal income taxes to the Fund
to the same extent as the interest on the underlying
Municipal Obligations.

The U.S. Supreme Court has held that there is no
constitutional  prohibition against the federal
government’s taxing the interest earned on state or



other municipal bonds. The decision does not,
however, affect the current exemption from federal
taxation of the interest earned on the Municipal
Obligations.

Investors should review the information regarding
taxes in the Statement of Additional Information.

Shareholders are urged to consult their tax advisers
with respect to the treatment of distributions from the
Fund and ownership of shares of the Fund in their
own states and localities.

CALIFORNIA INCOME TAXES

The designation of all or a portion of a dividend paid
by the Fund as an exempt-interest dividend under the
Code does not necessarily result in the exemption of
such amount from tax under the laws of any state or
local taxing authority. Under California law, in order
to pay exempt-interest dividends, at the end of each
quarter of its tax year, at least 50% of the “value” of
the Fund’s assets must consist of obligations the
interest on which, when held by an individual, would
be exempt from taxation by the State of California.
Assuming compliance with this requirement and the
California designation limitation described below,
with respect to dividends treated for federal income
tax purposes as exempt-interest dividends that are
paid by the Fund to a California resident individual
shareholder, amounts correctly designated as derived
from California  Municipal Obligations and/or
Territorial Municipal Obligations will not be subject to
the California Income Tax. California law, however,
limits the amount that may be designated as exempt-
interest dividends. With respect to the Fund’s taxable
year, if the aggregate amount designated as an
exempt-interest dividend is greater than the excess of
(i) the amount of interest it received which, if held by

an individual, was exempt from taxation by California,
over (ii) the amounts that, if the Fund were treated as
an individual, would be disallowed as deductions for
expenses related to exempt income under California
or federal law, the portion of the distribution
designated an exempt-interest dividend that will be
allowed shall be only that proportion of the
designated amount that the excess bears to the
designated amount.

Distributions from net investment income and capital
gains, including exempt interest dividends, will be
subject to California corporate franchise tax if
received by a corporate shareholder subject to such
tax and may be subject to state taxes in states other
than California and local taxes imposed by certain
cities within California and outside California.
Accordingly, investors in the Fund including, in
particular, corporate investors which may be subject
to the California corporate franchise tax, should
consult their tax advisers with respect to the
application of such taxes to an investment in the
Fund, to the receipt of Fund dividends and as to their
California tax situation in general.

Exempt-interest dividends which are not derived from
California Municipal Obligations and any other
dividends of the Fund which do not qualify as
exempt-interest dividends under California law will be
includible in a California resident’'s tax base for
purposes of the California income tax.

Shareholders are urged to consult their tax advisers
with respect to the treatment of distributions from the
Fund and ownership of shares of the Fund in their
own states and localities. Investors should also review
the information regarding taxes in the Statement of
Additional Information.
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| Distribution Arrangements

‘Rule 12b-1 Fees

Investors do not pay a sales charge to purchase
shares of the Fund. However, the Fund pays
shareholder servicing fees in connection with the
provision of servicing to the Class A shareholders. The
Fund pays these fees from its assets on an ongoing
basis and therefore, over time, the payment of these
fees will increase the cost of your investment and may
cost you more than paying other types of sales
charges.

The Fund’'s Board of Directors has adopted a Rule
12b-1 distribution and service plan (the “Plan”) and,
pursuant to the Plan, the Fund and Distributor have
entered into a Distribution Agreement and a
Shareholder Servicing Agreement (with respect to the
Class A shares of the Fund only).

Under the Distribution Agreement, the Distributor
serves as distributor of the Fund’'s shares and for
nominal consideration (z.e., $1.00) and as agent for
the Fund, the Distributor will solicit orders for the
purchase of the Fund’'s shares, provided that any
orders will not be binding on the Fund until accepted
by the Fund as principal.

Under the Shareholder Servicing Agreement, the
Distributor receives, with respect to the Class A
shares only, a service fee of 0.20% per annum of the
Class A shares average daily net assets (the
“Shareholder Service Fee”). The fee is accrued daily
and paid monthly. Pursuant to this Agreement, the
Distributor provides personal shareholder services and
maintains shareholder accounts. Any portion of the
fee may be deemed to be used by the Distributor for
payments to Participating Organizations with respect
to their provision of such services to their clients or
customers who are shareholders of the Class A shares
of the Fund. For the fiscal year ended December 31,
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2009, following a voluntary fee waiver, the Fund paid
the Distributor a Shareholder Servicing fee equal to
0.00% per annum of the Class A shares average daily
net assets. The Class B shareholders will generally not
receive the benefit of such services from Participating
Organizations and, therefore, will not be assessed a
Shareholder Servicing Fee.

The Plan and the Shareholder Servicing Agreement
provide that, in addition to the Shareholder Servicing
Fee, the Fund will pay for (i) telecommunications
expenses including the cost of dedicated lines and
CRT terminals, incurred by the Distributor and
Participating Organizations in carrying out their
obligations under the Shareholder  Servicing
Agreement with respect to Class A shares or the
Participating Organization agreement, as the case
may be, and (ii) preparing, printing and delivering the
Fund’s prospectus to existing shareholders of the
Fund and preparing and printing Fund applications
for shareholder accounts.

The Plan provides that the Manager may make
payments from time to time from its own resources,
which  may include the management fee,
administrative services fee and past profits for the
following purposes: (i) to pay the costs of and to
compensate others, including Participating
Organizations with whom the Distributor has entered
into written agreements, for performing shareholder
servicing on behalf of the Class A shares of the Fund,
(i) to compensate Participating Organizations for
providing assistance in distributing the Class A shares
of the Fund, and (iii) to pay the costs of the
preparation and printing of brochures and other
promotional materials, mailings to prospective
shareholders, advertising, and other promotional
activities, including the salaries and/or commissions
of sales personnel of the Distributor and other persons



in connection with the distribution of the Fund’s
shares. The Distributor may also make payments from
time to time from its own resources, which may
include the Shareholding Servicing Fee (with respect
to Class A shares) and past profits, for the purposes
enumerated in (i) above. The Distributor may
determine the amount of such payments made
pursuant to the Plan, provided that such payments
will not increase the amount which the Fund is
required to pay to the Manager and Distributor for any
fiscal year under either the Investment Management
Contract or Administrative Services Contract in effect
for that year or under the Shareholder Servicing
Agreement in effect for that year.

The Distributor or an affiliate may, from time to time,
at its expense and out of its own resources (a source of
which may be the 12b-1 fees paid by the Fund under
the Plan), make cash payments to some but not all
Participating Organizations for shareholder services, as
an incentive to sell shares of the Fund and/or to
promote retention of their customers’ assets in the
Fund. These payments may be referred to as “revenue
sharing,” but do not change the price paid by investors
to purchase the Fund’s shares or the amount the Fund
receives as proceeds from such sales. Revenue sharing
payments may be made to Participating Organizations
that provide services to the Fund or its shareholders,
including (without limitation) shareholder servicing,
administration, accounting, transfer agency and/or
distribution services. The Distributor negotiates the
level of payments described above to any particular
Participating Organization with each firm, based on,
among other things, the nature and level of services
provided by such Participating Organization and the
significance of the overall relationship of the
Participating Organization to the Manager and its
affiliates. The amount of these payments may be
significant and may create an incentive for the
Participating Organization to sell shares of the Fund to
you or to recommend one fund complex over another.
Please speak with your Participating Organization to

learn more about payments made to them by the
Distributor or its affiliates. Additional information
regarding these payments can be found in the Fund’s
Statement of Additional Information. In addition, to
the extent allowable under the Financial Industry
Regulatory Authority (“FINRA”) rules and any other
applicable regulations, the Distributor or an affiliate
may contribute to sales programs for certain
Participating Organizations and may provide non-cash
compensation to certain Participating Organizations
like sponsorship or funding of sales seminars, tickets
to sporting events, theater or other entertainment,
opportunities to participate in golf or other outings and
gift certificates for meals or by giving out merchandise
at industry conferences, which may be paid for by the
Distributor or an affiliate out of its own resources.
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| Financial Highlights

These financial highlights tables are intended to help you understand the Fund’s financial performance for the
past 5 years. Certain information reflects financial results for a single Fund share. The total returns in the tables
represent the rate that an investor would have earned on an investment in the Fund (assuming reinvestment of all
dividends and distributions). This information has been derived from the Fund’s financial statements audited by
PricewaterhouseCoopers LLP, whose report, along with the Fund’s financial statements, is included in the annual

report, which is available upon request.

:Class A shares

PER SHARE OPERATING PERFORMANCE
(for a share outstanding throughout the year)

Net asset value, beginning of year ...................

Income from investment operations:

Net investment income ...l

Net realized and unrealized gain (loss) on

investments .. ...

Total from investment operations .................

Less distributions from:

Dividends from net investment income ..........
Net realized gains on investments ................

Total Distributions ...

Net asset value, end of year...........................

TOTALRETURN..............o

RATIOS/SUPPLEMENTAL DATA

Net assets, end of year (000’S).........cceeevvinnnn..

Ratios to average net assets:

Expenses (net of fees waived) (@) .................
Net investment income ...

Management and/or administration fees

WaiVed ...
Shareholder servicing fees waived ................
Transfer agency fees waived .......................
Expenses paid indirectly .......................

(a) Includes expenses paid indirectly, if applicable.
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Years Ended December 31,

2009 2008 2007 2006 2005

$ 100 $ 100 $ 100 $ 1.00 $ 1.00
0.000 0.012 0.027 0.024 0.015

0.000 0.000 0.000 0.000 0.000

0.000 0.012 0.027 0.024 0.015
(0.000)  (0.012)  (0.027)  (0.024)  (0.015)

(—) (—) (—) (—) (—)
(0.000)  (0.012)  (0.027)  (0.024)  (0.015)

$ 100 $ 100 $ 1.00 $ 1.00 $ 1.00
0.00%  1.22%  2.72%  2.45%  1.50%
$137,818 $147,084 $218,833 $166,999 $172,476
0.40%  0.85%  0.88%  0091%  0.88%
0.00%  1.27%  2.69%  2.40%  1.44%

0.30% — — — —

0.20%  0.01% — — —

0.04% — — — —
— 0.00%  0.00% — 0.00%



Years Ended December 31,
:Class B shares 2009 2008 2007 2006 2005

PER SHARE OPERATING PERFORMANCE
(for a share outstanding throughout the year)

Net asset value, beginning of year............................ $1.00 $ 1.00 $ 1.00 $1.00 $ 1.00
Income from investment operations:
Net investment income ... 0.000 0.014 0.029 0.026 0.017
Net realized and unrealized gain (loss) on
investments ... 0.000 0.000 0.000 0.000 0.000
Total from investment operations .......................... 0.000 0.014 0.029 0.026 0.017
Less distributions from:
Dividends from net investment income ................... (0.000) (0.014) (0.029) (0.026) (0.017)
Net realized gains on investments ......................... (—) (—) (—) (—) (—)
Total Distributions ..........cooviiiiiiiii (0.000) (0.014) (0.029) (0.026) (0.017)
Net asset value, end of year ............ooviiiiiiiiiiiiiil. $1.00 $ 1.00 $ 1.00 $1.00 $ 1.00
TOTAL RETURN ..ottt 0.01% 1.43% 2.95% 2.66% 1.68%

RATIOS/SUPPLEMENTAL DATA

Net assets, end of year (000’S) .........cooevviviiiinininnn.. $ 2964 $ 5509 $19,008 $18,439 $20,663
Ratios to average net assets:
Expenses (net of fees waived) (@) ..........cooeiviinnn.n. 0.41% 0.64% 0.67% 0.71% 0.71%
Net investment income ...........ooiiiiiiiiien, 0.01% 1.58% 2.92% 2.60% 1.58%
Management and/or administration fees waived ........ 0.30% — — — —
Transfer agency fees waived ..., 0.05% — — — —
Expenses paid indirectly ..o — 0.00% 0.00% — 0.00%

(a) Includes expenses paid indirectly, if applicable.
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| Notice Of Reich & Tang* Privacy Policy

We do not disclose to third parties nonpublic personal
information about current or former Reich & Tang
customers, clients or mutual fund shareholders other
than as described below.

We collect nonpublic personal information about
you, such as your name, address, social security
number, account activity and account balances from
your account application and other forms that you
may deliver to us. We use this information to provide
advisory services to you, to open an account for you,
or to process a transaction for your account. In order
to service your account and effect your transactions,
we provide your nonpublic personal information to
our affiliates and to unaffiliated firms to effect or
process transactions for you or to assist us in
servicing your account.

We may also disclose nonpublic personal information
about you to other service providers who agree to
protect the confidentiality of your information and to
use the information only for the purpose for which the
disclosure is made. We do not otherwise provide
nonpublic personal information about you to outside
firms, organizations or individuals except as permitted
by law.

We restrict access to nonpublic personal information
about you to those employees who need to know that
information to provide products or services to you. We
maintain  physical, electronic and procedural
safeguards that comply with federal standards to
guard your personal information.

* For purposes of this notice, “Reich & Tang” includes:
Reich & Tang Asset Management, LLC, Reich & Tang
Distributors, Inc., Reich & Tang Services, Inc. and all
mutual funds or other funds managed or advised by Reich &
Tang Asset Management, LLC.

PN-1 THIS PAGE IS NOT PART OF THE PRECEDING FUND PROSPECTUS
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A Statement of Additional Information (SAl)
dated April 30, 2010, includes additional
information about the Fund and its investments
and is incorporated by reference into this
Prospectus. Further information about Fund
investments is available in the annual and semi-
annual shareholder reports. You may obtain the
SAl, the annual and semi-annual reports without
charge by calling the Fund toll free at
(800) 433-1918. You may also obtain the SAl
and the annual and semi-annual reports without
charge by visiting the Fund’s website at
http://www.money-funds.com/funds/index. To

request other information about the Fund, please Calif()rnia Daﬂy Tax
call your financial intermediary or the Fund.
Free Income Fund, Inc.

A current SAl has been filed with the Securities
and Exchange Commission. Information about
the Fund (including the SAIl) is also available
from the Public Reference Room of the
Securities and Exchange Commission.
Information on the operation of the Public
Reference Room may be obtained by calling the
Commission at (202) 551-8090. Fund reports
and other information about the Fund
are available on the EDGAR Database on
the Commission’s Internet site at
http://www.sec.gov. Copies of this information
may be obtained, after paying a duplicating fee,
by electronic request at publicinfo@sec.gov, or
by writing the Commission’s Public Reference
Section, Washington, D.C. 20549-1520.

Investment Company Act No. 811-4922

Reich & Tang Distributors, Inc.

600 Fifth Avenue

New York, NY 10020 Prospectus
(212) 830-5345 CA4/10P ApriI 30’ 2010
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