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LETTER TO STOCKHOLDERS
August 9, 2002 [ PHOTO OM TTED|

Thonmas J. Herzfeld
Chai rman and Presi dent

Dear Fel | ow St ockhol ders:

We are pleased to present our annual report for the period ended June 30, 2002.
On that date The Herzfeld Caribbean Basin Fund's net assets were $6,568,076 and
its net asset value per share was $3.92 after paynent of a distribution of
$0. 1551 per share, conpared with $8, 642,634 (net asset value at $5.15 per share)
at the beginning of the period. This represents a |loss of 20.5%in net asset
value after adjustnment for the distribution, while our share price declined
13.45% (after adjustnment for the distribution) from$4.20 to $3.48.

Al though there was little change in the Fund's portfolio conposition during the
year, you will notice nany new nanes in the list of securities. These changes
are a result of our accepting a tender offer in THE MEXICO FUND, |INC. (MXF)
which allowed us to exchange MXF shares for that fund's wunderlying portfolio
hol di ngs at 98% of net asset value. MXF is also a closed-end fund, and we took
advant age of the fact that it traded at wide discounts to its net asset value in
m d-1999 to buy shares at bargain prices. At the time of our purchases, the fund
traded at prices which represented between 22.5% and 24% di scounts to net asset
val ue per share. In 1999, we sold nmany of the Mexican securities we held in our
portfolio and | oaded up on MXF at deep discounts. In this way we have naintai ned
our exposure to the Mexican market. The 2002 tender offer gave us an opportunity
to reverse our 1999 switch by allowing us to reacquire nmany of the same Mexican
securities, and since the tender permtted us to receive securities valued at
98% of net asset value, we gained the benefit of nmpst of the discount.

The npst potentially significant event for the Caribbean region is the eventual
lifting of the U S. enbargo against Cuba. In that respect, today's Mani Herald
had sone interesting comrents by House Majority |eader Dick Arney, who states
that he believes Congressional backing for the enbargo is fading; and he
predicts we may see less than a year of support for the restrictions on travel
and trade. The Wite House, on the other hand, persists in backing the enbargo.
We continue to watch the political struggle with great interest.
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LETTER TO SHAREHOLDERS ( CONTI NUED)

LARGEST ALLOCATI ONS

The follow ng tables present our |argest investnments and geographic allocations
as of June 30, 2002.

<TABLE>

<CAPTI ON>

GEOGRAPHI C % OF LARGEST PORTFOLI O % OF NET ASSETS
ALLOCATI ON NET ASSETS POSI TI ONS

<S> <C> <C <C>
USA 46. 84% Florida East Coast Industries Inc. 22.61%
Mexi co 17.70% PanAnmeri can Beverage Inc., Class A 7.55%
Panama 9. 85% Consol i dated Water Co. Ltd. 7.07%
Cayman | sl ands 9.18% Florida Rock Industries, Inc. 5.72%
Net her| ands Antilles 4.29% Wat sco | ncorporated 4.68%
Latin American Regional 4.23% Orthofix International N. V. 4.28%
Bel i ze 1.89% Car ni val Corp. 4.26%
Puerto Rico 1.35% Coca Col a Fensa 4.17%
Virgin Islands 1.09% Royal Caribbean Cruises Ltd. 4.16%
Domi ni can Republic 1.04% Mast ec, Inc. 3.61%
Col ombi a 0.29%

Venezuel a 0.14%

Cuba 0. 00%



</ TABLE>

PREM UM DI SCOUNT

As the graph bel ow depicts, the Fund has traded at both prem uns and di scounts
every year except its year of inception in which it traded only at a premium As
I have stated before, we believe that closed-end funds trading at discounts to
net asset value represent good value. Follow ng this philosophy, | added to ny
personal hol di ngs of The Herzfeld Caribbean Basin Fund several tinmes during the
year.

PREM UM DI SCOUNT OF THE HERZFELD CARI BBEAN BASI N FUND FROM | NCEPTI ON

[ CHART]

<PAGE>

LETTER TO SHAREHOLDERS ( CONTI NUED)

Daily net asset values and press releases on the Fund are available on the
Internet at WW HERZFELD. COM

The Fund will hold its annual neeting of stockholders on Novenmber 13, 2002, in
Mam, Florida. We hope you will be able to attend.

I would like to take this tinme to thank the nmenbers of the Board of Directors
for their hard work and guidance and also to thank you, my fellow stockhol ders,
for your continued support and suggestions.

Si ncerely,

/'s/ Thomas J. Herzfeld

Thomas J. Herzfeld

Chai rman of the Board and President

<PAGE>

SCHEDULE OF | NVESTMENTS AS OF JUNE 30, 2002

Shares or Principal Anpunt Description Val ue

COMMON STOCKS - 100. 71% OF NET ASSETS

Banki ng and finance - 3.18%

8, 000 Bancol onbia S. A $ 19, 200
12, 000 Banco Lati noaneri cano de Exportaciones, S. A 150, 600
28, 300 Grupo Financiero BBVA Banconer, S.A de C. V. Series O 23,084

3, 600 Grupo Financiero Banorte, S.A de C V. Series O 8, 296

8, 400 Grupo Financiero Inbursa, S.A de C V. Series O 7,636

Conmuni cations - 9.37%
11, 000 Arerica Mwvil, S.A de C V. Series A 7,470
43, 800 Anerica Mwvil, S.A de C.V. Series L 29, 302
11, 100 Arerica Telecom S. A de C V. Series Al 6, 646

4, 400 Atl antic Tel e- Net wor k 66, 880
72, 000 AT&T Latin Anmerica Corp.* 38, 880

1, 800 Bracknel | Corp.* 2
11, 100 Carso G obal Telecom S. A de C V. Series Al* 11, 930
14, 500 Grupo lusacell, S.A de C. V. Series VWV 2,433
19, 000 Grupo Radio Centro, S.A ADR 57, 950

5, 500 Grupo Tel evisa, S.A CGDR* 205, 590
12, 100 G upo Televisa, S.A Series CPO* 22,523
11, 000 Tel ef onos de Mexico, S.A. de C.V. Series A 17, 569
39, 300 Tel ef onos de Mexico, S.A de C.V. Series L 62, 769
21, 000 Tricom S. A ADR* 72,030
13, 900 TV Azteca, S.A de C. V. Series CPO* 5, 892
31, 200 Wor | dCom | nc. - WCOMF 7,176

724  WorldCom I nc.-M* 652
Congl onerates - 3.04%

4,900 Alfa, S A de C V. Series A* 8, 338
42,024 Carlisle Holdings, Inc.* 123,971

3,100 Cor por aci on Interaneri cana de Entretenim ento,

S.A de C V. Series B* 5,811

4,200 Desc, S.A. de C.V. Series B 2,342

3, 300 Grupo Carso, S.A de C V. Series Al* 9,921

200 Grupo Insa S. A 2,480

2, 600 Vitro, S.A Series A 2,962



13, 000 Vitro Soci edad Anoni ma ADR 43, 940
See acconpanyi ng notes.
*Non-i ncome produci ng
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SCHEDULE OF | NVESTMENTS AS OF JUNE 30, 2002 ( CONTI NUED)
Shares or Principal Anpunt Description Val ue
Construction and related - 9.19%
12, 000 Bufete Industrial, S. A ADR* $ 240
10, 000 Cenex, S.A de C V. Series CPO 52,948
4,000 Consorcio ARA, S.A de C. V., Series Al* 5, 838
13, 000 Enpresas |1 CA, Soci edad Control adora ADR* 20, 150
5, 200 Empresas | CA, Soci edad Control ador a,
S.A. de C.V.* 1,332
10, 500 Flori da Rock Industries, Inc. 376, 005
19, 950 Mastec, Inc.* 146, 832
Consuner products and related nmanufacturing - 10.67%
800, 000 Atlas Electricas S. A 55,719
1,918 Buenos Aires Enbotelladora S. A * 2
11, 400 Coca Col a Femsa S.A. de C.V. ADR 273, 600
6, 400 G upo Casa Saba, S.A ADR* 59, 520
1, 500 Savia S. A, ADR* 4,440
16, 850 Wat sco | ncor por at ed 307,513
Food, beverages and tobacco - 8.41%
5, 800 Fonent o Economi co Mexi cano, S. A
de C. V. Series UBD 22,752
7, 300 G upo Binbo, S.A de C V. Series A 16, 345
7, 300 G upo Mbdelo, S.A de C.V. Series C 17, 203
34, 800 PanAmeri can Beverage Inc. Class A 495, 900
I nvest ment conpanies - 3.63%
15, 211 The Latin America Equity Fund, Inc. 68, 098
7,900 The Latin Anerican Discovery Fund, Inc. 170, 363
Lei sure - 8.42%
10,100  Carnival Corp. 279, 669
1, 500 Grand Adventure Tour and Travel Publishing Corp.* 8
14, 000 Royal Caribbean Cruises Ltd. 273,000
Medi cal - 4.28%
8, 000 Orthofix International N V.* 281, 200
Pul p and Paper - 0.23%
5, 700 Ki mberly-d ark de Mexico, S.A de C V. Series A 15, 271
Rai | road and | andhol di ngs - 22.61%
58, 700 Fl ori da East Coast I|ndustries, Inc. 1, 485, 110
See acconpanyi hg notes.
*Non-i ncome produci ng
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SCHEDULE OF | NVESTMENTS AS OF JUNE 30, 2002 ( CONTI NUED)
Shares or Principal Amount Description Val ue
Retail - 0.95%
3, 700 Cont r ol adora Conerci al Mexi cana,
S.A. de C.V. Series UBC $ 2,189
3, 900 Grupo Elektra, S.A de C V. Series CPO 3,322
2,500 Little Switzerland, Inc.* 4,375
7,900 Val -Mart de Mexico, S.A de C. V. Series C 18, 276
12, 500 VWal - Mart de Mexico, S.A de C. V. Series W 33, 940
Trucking and marine freight - 5.81%
800 Seaboard Corporation 198, 760
46, 600 Trailer Bridge, Inc.* 113, 704



10, 000 Transportacion Maritinm Mexi cana ADR*

Uilities - 9.17%

69, 100

12, 000 Cari bbean Utilities Ltd., Cass A 138, 000
32, 600 Consol i dated Water, Inc. 464, 550
O her - 1.75%
193 Seabul k International, Inc., Cass A warrants* 72
2,414 Mantex S. A 1.C A 9, 022
32,120 Margo Caribe, Inc.* 88, 651
833 Si derurgi ca Venezol ana Sivensa ADR 109
20, 000 Xcel era, Inc.* 17, 000
TOTAL COVMON STOCKS (COST $7, 938, 959) $6, 614, 403
Bonds - 0% of net assets
165,000 Republic of Cuba - 4.5% 1977 - in default
(cost $63,038) (note 2)* --
OTHER ASSETS LESS LIABILITIES - (0.71% OF NET ASSETS (%46, 327)
NET ASSETS - 100% $6, 568, 076

See acconpanyi ng notes.

*Non-i ncome produci ng

<PAGE>

STATEMENT OF ASSETS AND LI ABILITIES AS OF JUNE 30, 2002

ASSETS

I nvestnent in securities, at val ue
(cost $7,938,959) (Note 2)

Di vi dends and interest receivable

O her assets

TOTAL ASSETS
LI ABI LI TI ES

Due to bank
Accrued investnment advisor fee (Note 3)
O her payabl es

TOTAL LI ABILITIES

NET ASSETS (Equivalent to $3.92 per share
based on 1,677,636 shares outstanding)

Net assets consist of the follow ng:

Common stock, $.001 par val ue; 100, 000, 000
shares authorized; 1,677,636 shares issued
and out st andi ng

Addi tional paid-in capital

Undi stri buted net investnent |oss

Undi stributed net realized gain on investnents

Net unrealized | oss on investments

TOTAL

See acconpanyi ng not es.
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STATEMENT OF OPERATI ONS YEAR ENDED JUNE 30, 2002

$ 6,614,403
10, 568
33, 249

6, 658, 220

$ 27,770

$ 1,678
8, 362, 502
(943, 888)
472, 340

(1, 324, 556)

I NVESTMENT | NCOVE
Di vi dends

$ 94, 191



| nt er est 1,201

Total incone 95, 392
EXPENSES

I nvest ment advi sor fee (Note 3) $ 103, 509

Cust odi an f ees 53,934

Pr of essi onal fees 38, 048

I nsur ance 19,917

Transfer agent 17, 060

Directors fees 8, 600

Post age 7,940

Listing fees 6, 000

Printing 5, 242

M scel | aneous 11, 276
Total expenses 271,526
I N\VESTMENT LOSS - NET (176, 134)

REALI ZED AND UNREAL| ZED GAI N
(LOSS) ON | NVESTMENTS

Net realized gain on investnents 129, 946
Change in unrealized | oss on investnents (1, 768, 169)
NET LOSS ON | NVESTMENTS (1,638, 223)

NET DECREASE | N NET ASSETS RESULTI NG
FROM OPERATI ONS $ 1,814, 357

See acconpanyi ng notes.
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<TABLE>
<CAPTI ON>
STATEMENTS OF CHANGES | N NET ASSETS
YEARS ENDED JUNE 30, 2002 AND 2001
2002 2001
| NCREASE ( DECREASE) | N NET ASSETS FROM
OPERATI ONS:!
<S> <C> <C>
I nvestnent |oss - net ($ 176, 134) ($ 112, 818)
Net realized gain on investnments 129, 946 382, 758
Change in unrealized | oss on investments (1,768, 169) (51, 785)
Net increase (decrease) in net assets from
operations (1,814, 357) (218, 155)
DI STRI BUTI ON TO SHAREHOLDRES FROM
I nvestment income and short-term
realized gains (170, 448) --
Real i zed gains - long-term (89, 753) --
Total distributions (260, 201) --
TOTAL | NCREASE ( DECREASE) | N NET ASSETS ($ 2,074,558) $ 218, 155
NET ASSETS:
Begi nni ng of year $ 8,642,634 $ 8,424,479
End of year $ 6,568,076 $ 8,642,634
</ TABLE>
See accompanyi ng notes.
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FI NANCI AL HI GHLI GHTS
YEARS ENDED JUNE 30, 1998 THROUGH 2002

<TABLE>
<CAPTI ON>
YEAR ENDED JUNE 30



PER SHARE OPERATI NG PERFORMANCE

<S> <C> <C> <C>
Net asset value, beginning of period $ 5.15 $ 5.02 $ 6.12
Oper ations:
Net investnent |oss (0.10) (0.07) (0.10)
Net realized and unrealized gain (loss)
on investments (0.98) 0.20 (1.00)
Total from (to) operations (1.08) 0.13 (1.10)
Di stributions:
From i nvest ment income net (0.10)
From net realized gains (0.05)
Total distributions (0.15)
Net asset value, end of period $ 3.92 $ 5.15 $ 5.02
Per share market value, end of period $ 3.48 $ 4.20 $ 5. 06
Total investnment return (loss) based on
mar ket val ue per share (13.45% (17.049% (15.63%
RATI OS AND SUPPLEMENTAL DATA
Net assets, end of period (in 000's) $ 6,568 $ 8,643 $ 8,424
Rati o of expenses to average net assets 3.77% 3.11% 3.11%

Rati o of investnent |oss -

net to average net assets (2.45% (1.33% (1.76%
Portfolio turnover rate 18% 27% 10%
</ TABLE>

See acconpanyi ng notes.
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NOTES TO FI NANCI AL STATEMENTS

NOTE 1. SUMVARY OF SI GNI FI CANT ACCOUNTI NG POLI CI ES

Organi zation and Rel ated Matters

The Herzfeld Caribbean Basin Fund, Inc. (the Fund) is a non-diversified,
cl osed-end mmnagenent investnent conmpany incorporated under the |laws of the
State of Maryland on March 10, 1992, and registered under the |nvestnent Conpany
Act of 1940. The Fund commenced investing activities in January 1994. The Fund
is listed on the NASDAQ Smal | Cap Market and trades under the synbol "CUBA".

The Fund's investnent objective is to obtain |long-termcapital appreciation. The
Fund pursues its objective by investing primarily in equity and equity-Ilinked
securities of public and private conpanies, including U S. -based conpanies, (i)
whose securities are traded principally on a stock exchange in a Caribbean Basin
Country or (ii) that have at least 50%of the value of their assets in a
Cari bbean Basin Country or (iii) that derive at |east 50%of their total revenue
fromoperations in a Caribbean Basin Country. The Fund's investnent objective is
fundanmental and may not be changed without the approval of a majority of the
Fund' s outstandi ng voting securities.

At June 30, 2002, the Fund had investnents in conpanies operating principally in
Mexi co and Panama representing approximtely 18% and 10% of the Fund's net
assets, respectively.

The Fund's custodian and transfer agent is Investors Bank & Trust Conpany, based
in Boston, Massachusetts.

Security Val uation

Investnments in securities traded on a national securities exchange (or reported
on the NASDAQ national market) are stated at the |last reported sales price on
the day of valuation; other securities traded in the over-the-counter market and
listed securities for which no sale was reported on that date are stated at the
last quoted bid price. Short-term notes are stated at anortized cost, which is
equivalent to value. Restricted securities and other securities for which
quotations are not readily available are valued at fair value as determ ned by
the Board of Directors.

I ncome Recognition



Security transactions are recorded on the trade date. Gains and |osses on
securities sold are determ ned on the basis of identified cost. Dividend incone
is recognized on the ex-dividend date, and interest incone is recognized on an
accrual basis. Discounts and prem uns on securities purchased are anortized over
the life of the respective securities.

Deposits with Financial Institutions

The Fund may, during the course of its operations, nmmintain account balances
with financial institutions in excess of federally insured limts.
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NOTES TO FI NANCI AL STATEMENTS ( CONTI NUED)

Use of Estimates in the Preparation of Financial Statements

The preparation of financial statements in conformty with accounting principles
generally accepted in the United States requires nanagenent to make estimates
and assunptions that affect the reported anmpunts of assets and liabilities and
di scl osure of contingent assets and liabilities at the date of the financial
statenents and the reported anounts of revenues and expenses during the
reporting period. Actual results could differ fromthose estimates.

I ncone Taxes

The Fund qualifies as a "regulated investnent conpany" and as such (and by
conplying with the applicable provisions of the Internal Revenue Code of 1986,
as anended) is not subject to federal incone tax on taxable incone (including
realized capital gains) that is distributed to sharehol ders.

The Fund has adopted a June 30 year-end for federal incone tax purposes.

Di stributions to Stockhol ders

Di stributions to stockholders are recorded on the ex-dividend date. |ncone and
capital gain distributions are determined in accordance wth income tax
regul ati ons which may differ fromaccounting principles generally accepted in
the United States.

NOTE 2. NON- MVARKETABLE SECURI TES OWNED

Investment in securities includes $165,000 principal, 4.5% 1977 Republic of
Cuba bonds purchased for $63,038. The bonds are listed on the New York Stock
Exchange and had been trading in default since 1960. A "regulatory halt" on
trading was inposed by the New York Stock Exchange in July, 1995. As of June 30,
2002, the position was valued at $0 by the Board of Directors, which
approxi nates the bonds' fair val ue.

NOTE 3. TRANSACTI ONS W TH AFFI LI ATES

HERZFELD / CUBA (the Advisor), a division of Thonas J. Herzfeld Advisors, Inc.,
is the Fund's investment advisor and charges a nonthly fee at the annual rate of
1.45% of the Fund's average nonthly net assets.

During the year ended June 30, 2002, the Fund paid $5,527 of brokerage
comi ssions to Thomas J. Herzfeld & Co., Inc., an affiliate of the Advisor.

NOTE 4. | NVESTMENT TRANSACTI ONS

During the fiscal year ended June 30, 2002, purchases and sales of investnent
securities were $1, 290,480 and $1, 528, 408, respectively.

At June 30, 2002, the Fund's investnent portfolio had gross unrealized gains of
$1,186,346 and gross wunrealized |osses of $2,510,902, resulting in a net
unreal i zed | oss of $1, 324, 556.
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NOTES TO FI NANCI AL STATEMENTS

NOTE 5: CHANGE I N | NVESTMENT PQOLI CY

On March 14, 2002, the Fund's Board approved a change in the investnent policy



of the Fund to conply with Investnent Conpany Act Rule 35d-1 (commonly known as
the "Nanmes Rule"). The Nanes Rule requires that a fund with a nane that suggests
it focuses on investments in a particular country or in a particular geographic
region must invest at |least 80%of its assets in investments that are tied
econom cally to the particular country or georgraphic region suggested. As the
Fund' s nare includes the phrase "Caribbean Basin," the Fund's current policy to
invest 65%of its total assets in a broad range of securities of issuers
including U S. based conpani es, which engage in sustantial trade with and derive
substantial revenues from operation in Caribbean Basin countries has been
revised to read substantially as follows:

Under normal circunstances, the Fund will invest at |east 80%of its tota
assets in a broad range of securities of issuers, including U S. based
conpani es, which engage in substantial trade with and derive substantia
revenues fromoperation in Caribbean Basin countries

In addition, the Fund has adopted a policy to provide stockholders of the Fund
60 days' prior notice of any change in the 80%investnment policy

15
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<TABLE>
<CAPTI ON>
DI RECTORS AND OFFI CERS OF THE FUND
NUMBER OF
PORTFOLI OS

NAME POSI TI ON( S) TERM OF OFFI CE I' N COWPLEX
ADDRESS HELD AND LENGTH OF PRI NCI PAL OCCUPATI ON( S) OVERSEEN PUBLI C
AGE W TH FUND TI ME SERVED DURI NG PAST 5 YEARS BY DI RECTOR DI RECTORSHI PS
O ficers
<S> <C> <C> <C> <C> <C>
THOVAS J. HERZFELD Presi dent, three years; Chai rman and President of 2 The Cuba Fund, Inc.
PO Box 161465 Chai r man, 1993 to present Thomas J. Herzfeld & Co., Inc. (in registration)
Mam , FL 33116 Di rector and Thomas J. Herzfeld
Age: 57 Advi sors, Inc.
CECI LI A L. GONDOR Secretuary, three years; Executive Vice President of 2 The Cuba Fund, Inc.
PO Box 161465 Treasurer, 1993 to present Thomas J. Herzfeld & Co., Inc. (in registration)
Maimi, FL 33116 Director and Thonas J. Herzfeld
Age: 40 Advi sors, Inc.
| ndependent Directors
ANN S. LI EFF Director three years; Presi dent of the Lieff Conpany, a 1 Hastings Entertainnment,
PO Box 430330 1998 to present managenent consulting firmthat I nc.
M am , FL 33243 of fers business solutions,
Age: 50 strategies and CEO nentoring to

corporations and wonen/fam|ly-

owned busi nesses, 1998-present;

former CEO Spec's Music 1980-1998,

a retailer of recorded nusic.
M CHAEL A. RUBI N Director three years; Partner of M chael A. Rubin P. A, 1 Margo Caribe, Inc.
420 Di xi e Hi ghway 2002 to present attorney at |aw, Broker, Oaks
Suite 4B Management & Real Estate Corp.,
Coral Gables, FL 33146 a real estate corporation
Age: 60
ALBERT L. WEI NTRAUB Di rector three years; Seni or Partner of Weintraub, 1 None
250 SW 3rd Avenue 1999 to present Wei ntraub, Seiden and Orshan;
Mam , FL 33129 Chai rman/ CEO of iTelsa, Inc., a
Age: 73 provi der of Internet protocol

tel ephy services; Chairman of

E- Lysium Transaction Systems, Inc.,

an application service provider of

transaction processing, billing

and payment systens; City Attorney

for Mam Springs, FL
</ TABLE>
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| NDEPENDENT AUDI TORS' REPCORT

[LOT

To the Board of Directors and Sharehol ders
The Herzfeld Cari bbean Basin Fund, I|nc

We have audited the acconpanying statenment of assets and liabilities of The
Herzfel d Cari bbean Basin Fund, Inc., including the schedule of investnents, as
of June 30, 2002, and the related statement of operations for the year then
ended, the statenents of changes in 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. These financial statements and the financial highlights
are the responsibility of the Fund's nanagenment. Qur responsibility is to
express an opinion on these financial statenents and financial highlights based
on our audits.

We conducted our audits in accordance with auditing standards generally accepted
inthe United States of America. Those standards require that we plan and
performthe audit to obtain reasonable assurance about whether the financial
statenents and financial highlights are free of material msstatenent. An audit
includes examning, on a test basis, evidence supporting the anmounts and
disclosures in the financial statements. Qur procedures included confirmation of
securities owned as of June 30, 2002, by correspondence wth the custodi an and
brokers. An audit also includes assessing the accounting principles used and
significant estinmates nmade by nmanagenent, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a
reasonabl e basis for our opinion.

In our opinion, the financial statenents and the financial highlights referred
to above present fairly, in all material respects, the financial position of The
Herzfeld Caribbean Basin Fund, Inc. as of June 30, 2002, 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 conformty wth accounting
principles generally accepted in the United States of Anerica.

/'s/ Kaufman, Rossin & Co.

M am , Florida
July 18, 2002
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PRI VACY POLI CY

I NFORVMATI ON WE COLLECT

We collect nonpublic information about you from applications or other account
forms you conplete, fromyour transactions wth us, our affiliates or others
t hrough transactions and conversations over the tel ephone.

I NFORVATI ON VE DI SCLOSE

We do not disclose information about you, or our former custoners, to our
affiliates or to service providers or other third parties except on the linmted
basis permtted by |aw. For exanple, we may disclose nonpublic infornation about
you to third parties to assist us in servicing your account with us and to send
transaction confirmations, annual reports, prospectuses and tax forms to you. W
may al so disclose nonpublic information about you to government entities in
response to subpoenas.

OUR SECURI TY PROCEDURES

To ensure the highest Ilevel of confidentiality and security, we nmaintain
physi cal , electronic and procedural safeguards that conply with federal
standards to guard your personal infornmation. W also restrict access to your
personal and account information to those enployees who need to know that
information to provide services to you.
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