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FLAHERTY & CRUMRINE/CLAYMORE TOTAL RETURN FUND

To the Shareholders of the Flaherty & Crumrine/Claymore Total Return Fund
("FLC") :

The following table summarizes the Fund's performance in its most recent
fiscal quarter and over longer time periods compared with the average return of
investment-grade, fixed-income closed-end funds:

TOTAL RETURN ON NET ASSET VALUE (1)
FOR PERIODS ENDED MAY 31, 2007

AVERAGE ANNUALIZED

ACTUAL RETURNS RETURNS
THREE SIX ONE THREE LIFE OF
MONTHS MONTHS YEAR YEARS FUND (2)
Flaherty & Crumrine/Claymore Total
Return Fund ..........coviiinn. -2.0% 0.0% 8.8% 6.3% 5.9%
Lipper Domestic Investment Grade
Funds (3) «vvvi ittt ii i 0.3% 1.9% 8.4% 6.0% 6.0%

(1) Based on monthly data provided by Lipper Inc. in each calendar month during
the relevant period. Distributions are assumed to be reinvested at NAV in
accordance with Lipper's practice, which differs from the methodology wused
elsewhere in this report.

(2) Since inception on August 26, 2003.

(3) Includes all closed-end funds in Lipper's U.S. Government, U.S. Mortgage and
Corporate Debt BBB Rated categories in each month during the period.
Although the investment strategies used by the Fund differ significantly
from the strategies used by these other fixed-income funds, the Fund seeks
to achieve a similar income goal.

While the Fund did not perform as well as the Lipper group of funds during
recent periods, it has performed similarly to this group over longer time
periods. The Fund's performance was impacted by a number of factors, and we've
discussed 1in greater detail the total return for the most recent six-month
period in the Questions and Answers section that follows. Stated in short,
primarily due to rising long-term interest rates over the six-month period, the
Fund's securities portfolio only had a modest positive return, which was reduced
by its use of leverage and the overall expenses of operating the Fund. Over
longer time periods, the Fund's use of leverage has benefited its common
shareholders, not only by offsetting the Fund's expenses, but by increasing the
total return.

These days we spend a lot of time assessing the 1likelihood of a company
being purchased in a leveraged buyout (LBO). Billions of dollars are in the
hands of LBO firms, fueled by their ability to borrow at historically low rates.
As discussed in greater detail in the Questions and Answers section that

follows, the economics of these buyouts have changed over the years, and many
more companies - including issuers of preferred securities - are now potential
targets.

Another type of risk receiving a lot of attention these days is fallout
from weakness in the housing sector. We've discussed this in previous letters,
but recently the market has refocused on subprime loans. Suffice it to say, the
Fund continues to have no direct exposure to subprime lenders. While some of the
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bank and financial companies we invest in will certainly be impacted by weakness
in the housing sector, in each case the impact still appears to be manageable.

Our investment process relies heavily on in-depth credit research -

understanding as much as we can about the companies we invest 1in, from the
financial statements to the philosophy of management to more current risks like
LBOs and subprime exposure. That being said, we don't mind taking risk in our
portfolio as 1long as we understand it and feel we are Dbeing adequately
compensated.

The wuniverse of preferred stock eligible for the dividends received
deduction (DRD) remains in relatively tight supply. We do see new issues from
time to time, Dbut the general trend continues to be shrinkage in this market

segment. Of course, this makes the DRD issues owned by the Fund a bit more
precious. We don't expect this segment to disappear, but relative to the broader
preferred market, it should continue to contract. DRD issues continue to be

among the best performers in the fixed-income markets.

In contrast to the DRD market, the market for fully-taxable preferreds is
in full bloom. There are often two or three new issues a week, and they tend to

be pretty sizable. The lion's share of these new issues has been the "enhanced"
variety we've discussed in the past (and described more fully on the Fund's
website). In the two years since this structure was developed, <close to one
hundred new issues, with a market value of roughly $75 billion, have been

created. It's harder to generalize about performance of the taxable preferred
sector because of the wide variety of issuers and issue types, but it has mostly
been a mixed bag. The Fund's portfolio has generally mirrored the overall
market, but we think it should outperform over time.

Since preferred securities are connected at the hip to the U.S. Treasury
market, a quick recap of that market is useful. Over the three months ended May
31st, the Treasury "curve" (the plot of yields versus maturity) twisted, as

shorter-term rates fell modestly and intermediate and long-term rates increased.
With intermediate and long-term rates continuing to increase since May 31lst, the
curve now has a more "normal" shape, with rates on longer maturity issues above
those of shorter issues. Since March, intermediate and long-term rates have
risen as a result of a combination of factors, including: a resurging domestic
economy following a weak first quarter, increasing interest rates
internationally and subsequent reduced investment flows from overseas, and the
market's declining expectation of the Federal Reserve lowering short-term
interest rates.

Sometimes the ride can be a little bumpy when the yield curve goes through
a transition 1like this, Dbut in the long run, the Fund should Dbenefit. 1In the
short run, we anticipate that the Fund's "safety net" hedging strategy should
make the Fund's investment portfolio progressively less sensitive to further
increases in long-term interest rates. In addition, higher interest rates also
reduce the exposure of the Fund's holdings to early redemption, as the issuer's
cost of funding these calls increases. In turn, this reduced exposure to early
redemption enhances the Fund's ability to pay its current dividend.

2

The Questions and Answers section that follows and the Fund's website at
www.fcclaymore.com have more complete discussions of a number of topics that may
interest you. The topics on the website include our overall assessment of the
state of the economy and interest rates (in our Second Quarter Economic Update)
and an archive of frequently-asked questions which remain relevant today -
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including an in-depth discussion of the risks of subprime mortgages, our
interest-rate hedging strategy and our use of leverage. We believe an informed
shareholder can be one of the strongest assets of any company, and we encourage
you to explore the website for a wide range of additional information about your

Fund.

Sincerely,

/S/DONALD F. CRUMRINE /S/ROBERT M. ETTINGER
Donald F. Crumrine Robert M. Ettinger
Chairman of the Board President

July 17, 2007

QUESTIONS & ANSWERS
WHAT WERE THE COMPONENTS OF THE FUND'S TOTAL RETURN ON NET ASSET VALUE?

FLC's investment objective 1s to produce high current income. While
shareholder returns are more directly tied to the market ©price of the Fund's
shares, we believe that shareholders can assess whether the Fund's investment
objective 1is being met by better understanding the Fund's total return on net
asset value (NAV) .

As a closed-end fund, FLC utilizes a variety of investment tools to meet

its objective, namely: (a) investing in a portfolio of securities; (b) hedging
that portfolio of securities against significant increases in long-term interest
rates; and (c) issuing an auction-rate preferred stock to leverage and enhance

returns to Common Stock shareholders. The table below reviews the performance of
each of those tools over the Fund's fiscal year-to-date and then adjusts for the
impact of the Fund's expenses to arrive at a total return on NAV (which factors
in all of these items).

COMPONENTS OF FLC'S TOTAL RETURN ON NAV
FOR SIX MONTHS ENDED MAY 31, 2007

Total Return on Securities Portfolio (including principal and income) ... 1.4%
Return from Interest Rate Hedging Strategy .......uiiii ittt eennnnn 0.0%
IMPACT Of LeVELATE i ittt ittt ittt ettt ittt ettt eenntnaeeeeeeeennnnneeeeens (0.6)%
< T =T = (0.8)%

TOTAL RETURN ON NAV 0.0%

Intermediate and long-term U.S. Treasury bond vyields increased - and
consequently, their market value decreased - during the first half of the Fund's
fiscal year. Like all fixed-income securities, the value of preferred stocks
typically moves in relation to U.S. Treasury bonds and this is what happened
during the past six months, with the Fund's securities portfolio losing some
principal value. Nonetheless, the portfolio did have a positive total return
through the income produced by its securities portfolio. Since interest rates
did not increase significantly wuntil the very end of this period, the Fund's
interest-rate hedging strategy had a minimal positive effect on the portfolio's
results.

While leverage had a modest negative impact on the Fund's returns during
this six-month period, over longer time periods leverage has made a significant
positive contribution to the Fund's Common Stock shareholders. The Fund
continues to have approximately the same expense ratio as 1t has had
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historically, which «results in the Fund's total return on NAV of zero for this
six-month period.

HOW DOES THE FUND MANAGE THE RISK OF LEVERAGED BUYOUTS?

Leveraged buyouts (LBOs) and management buyouts (MBOs) have long presented
risks to investment-grade fixed-income investors. However, buyouts had been
relatively rare among the largest preferred issuers, namely financial
institutions (because they are already inherently leveraged) and utilities
(because they are heavily regulated with only modest returns on equity).
Recently, the risk of higher leverage resulting from an LBO or MBO has expanded
into these industries. For example, among utilities, Duquesne Light Holdings was
acquired by a buyout fund and Texas Utilities has agreed to be purchased by a
consortium of private-equity firms. Among financial companies, SLM Corporation,
or Sallie Mae, also has agreed to a buyout. These transactions have heightened
the LBO risks for preferred and debt investors in industries that previously had
been considered largely "immune" to LBOs.

There are many reasons why the reach of leveraged buyouts has expanded in
recent years. First, LBO funds are much larger now than in the past. They can
buy larger companies and more of them. Second, as they have grown in size, the
marginal return required by the funds appears to have declined. This has put "in
play" companies that previously would have been rejected as offering inadequate
equity returns. Third, the regulatory environment has turned decidedly more
"laissez-faire" over the past decade. Buyouts that most likely would have been
rejected by regulators ten years ago now stand a good chance of approval as long
as buyers can demonstrate that consumers (rather than holders of preferred or
debt securities) will not be harmed.

In a typical LBO, the new owner - often a private entity such as a
private-equity fund - buys out existing common shareholders at a premium to the
company's pre-deal market value. The purchase price is financed by a combination
of equity contributed by the buyer and new debt issued to investors. As
indicated by the name "leveraged Dbuyout," debt comprises the majority of the
buyout financing. In most cases, existing debt and preferreds at the target
company are assumed by the new, now much more highly leveraged entity. This is
clearly bad news for existing preferred holders. Most or all of the newly issued
debt will be senior to preferreds in the company's capital structure. The same
thing may be true for existing senior debt as well, if the LBO sponsor decides
to issue senior secured debt ahead of the senior unsecured debt. No matter how
the deal is structured, the combination of higher leverage and potentially
greater subordination typically leaves existing debt and preferred holders with
riskier securities. Issues that might have been rated BBB+ could easily drop to
BB or even B. Naturally, investors require higher yields for the additional
credit risk in the lower-rated securities, so existing debt and preferred issues
must fall in price - to the detriment of owners of those securities.

We take these risks very seriously, and there are several ways we address
them in the Fund's portfolios. Some preferred and debt issues contain "change of
control" provisions that require the company either to redeem the security at a
predetermined price or to pay a significantly higher coupon if the company is
acquired and its ratings fall below a certain level (typically investment
grade) . Given the heightened LBO risk in recent months, more new issues contain
this provision than in the past, although they are still very much in the
minority. As much as we like these provisions, few older issues contain them,
especially among the bank, finance, and utility securities that make up the
majority of the Fund's holdings. As a result, it would be impossible to assemble
a diversified - not to mention attractively priced - portfolio of securities
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comprised solely of such issues.

The most important ways we manage LBO risk are the same ways we manage
credit risk in general: We do rigorous credit analysis on the companies whose

securities we own or would consider owning, and we diversify our holdings by
industry, business line, and company. As the reach of buyout firms has extended
into the sectors in which we are preferred investors, we are undertaking a

thorough review of the credits in the Fund's portfolio, with a particular eye to
LBO risk.

We ask ourselves, "Can this company be leveraged to produce higher returns
to equity holders?" The answer to this question requires an analysis of a
company's assets, earnings and cash flow, capital structure, regulatory

environment and market valuation. Our judgments about these matters guide us to
an assessment of LBO risk for a particular issuer. Combining that with the terms
of a particular security leads us to an assessment of that security's LBO risk.
If we <conclude that an issuer is an attractive LBO candidate and that its
preferred securities would be unprotected in the event of an LBO, we would seek
to sell (or avoid buying) the preferred securities of that issuer or utilize
other measures to mitigate the LBO risk in owning that particular security.
Indeed, we have sold preferred securities positions where we think LBO risk is

5

uncomfortably high. Of course, if the Fund had a common stock investment
strategy, we might make the opposite decision given that common stock investors
are typically rewarded in the event of an LBO.

Fund shareholders should be aware that this sort of analysis 1is not a
science. We cannot plug variables into an equation and arrive at a conclusive
measurement of LBO risk; we cannot say with certainty that an issue that we
judge to be at low risk of LBO will not be subject to a leveraged buyout in the
future. There are too many variables - many of which are wunobservable - to
construct such an analysis. Nonetheless, we believe this credit-driven approach
will help us to reduce the risk of LBOs to the Fund's holdings, and it has
become an important element of our portfolio management process.

Flaherty & Crumrine/Claymore Total Return Fund Incorporated
PORTFOLIO OVERVIEW
MAY 31, 2007 (UNAUDITED)

Net Asset Value $ 22.53
Market Price S 20.81
Discount 7.63%
Yield on Market Price 7.35%

Common Stock Shares
Outstanding 9,776,333
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INDUSTRY CATEGORIES % OF PORTFOLIO

[GRAPHIC OMITTED]
EDGAR REPRESENATION OF DATA POINTS USED IN PRINTED GRAPHIC AS FOLLOWS:

Banks 30%
Utilities 28%
Insurance 19%
Energy 7%
REITs 6%
Other 5%

Financial Services 5%

MOODY'S RATINGS % OF PORTFOLIO

AAA 0.0%

AA 7.0%

A 18.8%

BBB 54.2%

BB 12.4%

Not Rated 4.7%

Below Investment Grade*  14.3%

* BELOW INVESTMENT GRADE BY BOTH MOODY'S AND

S&P.

TOP 10 HOLDINGS BY ISSUER % OF PORTFOLIO

Midamerican Energy 4.8%
Banco Santander 4.2%
Liberty Mutual Group 3.8%
Entergy Louisiana 3.5%
Wachovia Corp 3.4%
Dominion Resources 2.8%
AON Corporation 2.8%
Wisconsin Energy Corp 2.7%
Nexen Inc 2.6%

Interstate Power & Light 2.1%

% OF PORTFOLIO**
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Holdings Generating Qualified Dividend Income (QDI) for Individuals 26%
Holdings Generating Income Eligible for the Corporate Dividend Received Deduction (DRD) 16%

** THIS DOES NOT REFLECT YEAR-END RESULTS OR ACTUAL TAX CATEGORIZATION OF FUND
DISTRIBUTIONS. THESE PERCENTAGES CAN, AND DO, CHANGE, PERHAPS SIGNIFICANTLY,
DEPENDING ON MARKET CONDITIONS. INVESTORS SHOULD CONSULT THEIR TAX ADVISOR
REGARDING THEIR PERSONAL SITUATION.

Flaherty & Crumrine/Claymore Total Return Fund Incorporated
PORTFOLIO OF INVESTMENTS
MAY 31, 2007 (UNAUDITED)

SHARES/S$ PAR

PREFERRED SECURITIES —-- 80.6%
BANKING —- 30.2%
S 5,750,000 Astoria Capital Trust I, 9.75% 11/01/29, Series B ..ttt tnneeeneeenennnnnn S

10,900 BAC Capital Trust II, 7.00% Pfd. 02/01/32 ittt ittt ittt et
17,000 BAC Capital Trust XII, 6.875% Pfd. 08/02/55 ..ttt ittt e
Banco Santander:

381,000 6.50% PEd., L44AX F X e e e e e e e e e e
214,920 6.80% PEd., L44AX X e e e e e e e e

50,900 Bank One Capital Trust VI, 7.20% Pfd. ...ttt iie ittt tteeeeeeeeenaeens
68,750 Capital One Capital II, 7.50% Pfd. 06/15/66 ..ttt it ettt teaeeeeenannnn
$ 3,800,000 Capital One Capital III, 7.686% 08/15/36 ittt ete e e teeeeeeaeaeeeeanenn
S 6,000,000 CBG Florida REIT Corporation, 7.114%, L44A***x ittt ettt eeneenns
20,000 Citigroup Capital VIII, 6.95% Pfd. 09/15/31 ..t iiiin i itinininnnnenens
40,000 Citizens Funding Trust I, 7.50% Pfd. 09/15/66 .. itiin et eeeteeeeeeennnnnn
40,000 Cobank, ACB, 7.00% Pfd., 144 A x it ettt ettt e et e e et et eean
20,000 Colonial Capital Trust IV, 7.875% Pfd. ...ttt ittt ittt eeieeeeennanns
S 2,250,000 Comerica Capital Trust II, 6.576% 02/20/37 ot uuiiu i ettt ettt eeeeeenennn
7,000 FBOP Corporation, Adj. Rate Pfd., L44AX X kit ittt et eeee e eeaeenns
S 400,000 First Empire Capital Trust I, 8.234% 02/0L/27 .ttt inennnennns
S 1,900,000 First Hawaiian Capital I, 8.343% 07/01/27, Series B ..t ineeeneenneenns
First Republic Bank:

160,000 O T o
23,898 S T = o

1,500 First Republic Preferred Capital Corporation, 10.50% Pfd., L144A****x ___.....
2 FT Real Estate Securities Company, 9.50% Pfd., L144A**** ...t iinenn.
S 2,000,000 HBOS PLC, 6.657% LA4 R A r ittt ettt et e ettt ettt e et et et et

$ 855,000 HSBC USA Capital Trust II, 8.38% 05/15/27, LA4R**** et innnnnnns
ING Groep NV:

36,000 A O LT = i

20,500 A O LS = o

S 900,000 JPMorgan Chase Capital XVIII, 6.95% 08/17/36 , Serie€s R ...ttt eeneennnnn

S 1,100,000 JPMorgan Chase Capital XXIII, 6.36% 05/15/47 ittt tieeeeannennnn
82,000 Keycorp Capital IX, 6.75% Pfd. 12/15/66 ..ttt ittt ittt ininnnenens

S 1,000,000 Lloyds TSB Group PLC, 6.267% L44RF A r it ettt ettt e e e eee e
10 Marshall & Ilsley Investment II, 8.875% Pfd., L144A** %% ittt eennnn
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18,570
810,000
141,059

$ 1,500,000

National City Capital Trust II, 6.625% Pfd. 11/15/36 .t enennennnns
North Fork Capital Trust II, 8.00% 12/15/27 ittt eeeaeennns
PFGI Capital Corporation, 7.75% Pfd. ...ttt ittt tteeeeeeeeennanns
RBS Capital Trust B, 6.808 it ittt ittt ittt ettt teeeeeeeseeaeeeeeeeenneeens

The accompanying notes are an integral part of the financial statements.

SHARES/S$ PAR

Flaherty & Crumrine/Claymore Total Return Fund Incorporated
PORTFOLIO OF INVESTMENTS (CONTINUED)
MAY 31, 2007 (UNAUDITED)

PREFERRED SECURITIES -- (CONTINUED)

$ 4,000,000

25

10

33,100
191,525

$ 500,000

15

15

14,320
3,180
5,000,000
670,000
217,200
43,200

Ur

36,000

$ 1,800,000
40,000

1,500

$ 3,000,000
4,500

20,000

3,000

9,200

11,000

BANKING —--— (CONTINUED)

Regions Financing Trust II, 6.625% 05/15/47 @ittt ittt $
Roslyn Real Estate:

8.95% Pfd., Series C, LA44AFF  r ittt ettt ettt et teeeneeeeeenns

Adj. Rate Pfd., Series D, L44AX XXX ittt ittt ettt
Sovereign Bancorp, 7.30% Pfd., Series C ...ttt itteeeeeeeenneeeeeeeanenn
Sovereign Capital Trust V, 7.75% Pfd. 05/22/36 it i ettt ieeenneennn
Sovereign Capital Trust VI, 7.908% 06/13/36 ittt eneeeeneneeeenennenenn
U.S. Bancorp, Auction Pass-Through Trust, Cl. B:

Series 2006-5, Variable Rate Pfd., L44A** XX it i e ettt

Series 2006-6, Variable Rate Pfd., L44A** XX ittt et ettt
USB Capital X, 6.50% Pfd. 04/12/66 ..ttt ittt ittt ittt eninenennn
USB Capital XI, 6.60% Pfd. 09/15/66 .ttt ittt it ittt ininenennn
Wachovia Capital Trust I, 7.64% 01/15/27, LA4AR**** ittt
Wachovia Capital Trust V, 7.965% 06/01/27, LA4R**** ittt teeenennnn
Wachovia Preferred Funding, 7.25% Pfd., Series A ...ttt iinnnnn
Wells Fargo Capital Trust IV, 7.00% Pfd. 09/01/31 ...ttt iniininennnnn.

Cabco Trust For Goldman Sachs Capital I, Adj. Rate Pfd. 02/15/34 ............
CIT Group INC., 6.10% ittt ittt ettt ettt ettt aeeeeeeeeeaeeeeeeeenaeeeens
Deutsche Bank Contingent Capital Trust II , 6.55% Pfd. ...........iiiiinno..
Goldman Sachs, STRIPES Custodial Receipts, Pvi. ...ttt teennnnnns
Gulf Stream-Compass 2005 Composite Notes, L144A** * % ittt nnnnnnnns
Merrill Lynch Capital Trust III, 7.00% PEd. ...ttt
Merrill Lynch, Fixed Income Pass-—-through 2007-A Cl. B, Adj. Rate Pfd., 144A****
Merrill Lynch, Series II STRIPES Custodial Receipts, Pvt. ........iiiiinn..
Morgan Stanley Capital Trust VI, 6.60% PEfd. ...ttt iiiininnneeeeens
SLM Corporation, Adj. Rate Pfd, Series B ...ttt itietneeeeeeneeeeeeeanenn

INSURANCE -- 13.9%
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177,380 ACE Ltd., 7.80% Pfd., Series C ..ttt ittt ittt ittt

$ 8,920,000 AON Capital Trust A, 8.205% 0L1/01/27 ..ttt ittt ittt it iite e
Arch Capital Group Ltd.:

28,650 T.875% PEd., Series B ittt ittt ittt ittt i e e e

47,100 B.008 PEd. ottt e e e e e e e e e

The accompanying notes are an integral part of the financial statements.

Flaherty & Crumrine/Claymore Total Return Fund Incorporated
PORTFOLIO OF INVESTMENTS (CONTINUED)
MAY 31, 2007 (UNAUDITED)

SHARES/S$ PAR

PREFERRED SECURITIES -- (CONTINUED)

INSURANCE —-— (CONTINUED)

$ 500,000 AXA SA, 6.463% LAd DA A rr ittt ettt e e $
Axis Capital Holdings:
58,350 J.25% PLd., SeTIiES A ittt ittt ittt ettt ettt e e e e
44,300 T.50% PLd., SeTIES B ittt i ittt ittt ettt teee ettt e
70,400 Berkley W.R. Capital Trust II, 6.75% Pfd. 07/26/45 @ittt tennnnnn
80,000 Delphi Financial Group, 7.376% PLfd. ...ttt ittt ettt et eenaeaaens
60,700 Everest Re Capital Trust II, 6.20% Pfd., Series B ...ttt ittt ennnnnnns
S 3,500,000 Everest Reinsurance Holdings, 6.60% 05/15/37 ittt tnt e eeeneennennnnn
S 6,000,000 Liberty Mutual Group, 7.80% 03/15/37, L1A4R*** % ettt
109,000 Scottish Re Group Ltd., 7.250% Prd. ...ttt ittt et ettt
31,600 Torchmark Capital Trust III, 7.10% Pfd. ..ttt ittt ittt ettt
S 3,615,000 USF&G Capital, 8.312% 07/01/46, 144D ** % ittt ettt ettt eeeneeenan
XL Capital Ltd.:
S 1,750,000 6.508% SETIES B ittt ittt ittt ettt ettt et e e e e
10,067 T.625% PLd., SeTIiES B ittt ittt ittt ettt ettt et e e
S 1,500,000 ZFS Finance USA Trust V, 6.50% 05/09/37, LA4R**** ittt ienennnnnnn
UTILITIES —- 23.0%
S 362,000 AGL Capital Trust, 8.17% 06/0L/37 ittt ettt ettt e et tee e teeeeeenen
45,700 Baltimore Gas & Electric Company, 6.70% Pfd., Series 1993 ......... ...
347,000 Calenergy Capital Trust III, 6.50% Pfd. 09/01/27 ..ttt inninenennn
$ 500,000 COMED Financing II, 8.50% 01/15/27, SEries B ot uititmeeeeeeeeeteneeannennnn
S 2,375,000 COMED Financing ITII, 6.35% 03/15/33 ittt ettt teeteeeneeeneeenenenan
50,000 Dominion CNG Capital Trust I, 7.80% Pfd. ...ttt teeeeennaanens
S 4,500,000 Dominion Resources Capital Trust I, 7.83% 12/01/27 i enneennennnnn
S 4,450,000 Dominion Resources Capital Trust III, 8.40% 01/15/31 ..t eennennnnn
145,000 Entergy Arkansas, Inc., 6.45% Pfd. ...ttt ittt ettt
50,000 Entergy Louisiana, Inc., 6.95% Pfd. ...ttt ittt ettt enaaaaens
133,500 FPC Capital I, 7.10% Pfd., Series A ittt ittt tteeee et eeaeeeeeeeenaeeeens
78,800 FPL Group Capital, Inc., 6.60% Pfd. 10/01/66, Series A ...ttt enneenneennnn
98,700 Georgia Power Capital Trust V, 7.125% Pfd. 03/31/42 ... @i iiinnnnnnn
30,445 Indianapolis Power & Light Company, 5.65% Pfd. ...... .ttt iitennnnennnn
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Interstate Power & Light Company:

90,000 7.10% PEfd., Serdies C .ttt i e e it e e e e e e e e
38,600 8.375% Pfd., Series B ..ttt e e e e e e e e e

S 5,000,000 PECO Energy Capital Trust IV, 5.75% 06/15/33 ittt ititee e eenennnnnns

The accompanying notes are an integral part of the financial statements.
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Flaherty & Crumrine/Claymore Total Return Fund Incorporated
PORTFOLIO OF INVESTMENTS (CONTINUED)
MAY 31, 2007 (UNAUDITED)

SHARES/S$ PAR

PREFERRED SECURITIES —-—- (CONTINUED)
UTILITIES —-— (CONTINUED)
S 1,800,000 Puget Sound Energy Capital Trust, 8.231% 06/01/27, Series B ... enneennnn $
22,500 Southern California Edison, 6.00% Pfd. ...ttt ittt teeetneeeneenenn
130,550 Southern Union Company, 7.550% Prd. ...ttt ittt ettt eeeeeeeeeeanann
10,000 Southwest Gas Capital II, 7.70% Pfd. ...ttt ittt ittt et ettt
5,000 Union Electric Company, $7.64 Pfd. ...ttt ittt teeeeeeeeneeeeeeeeennnnans
5,000 Virginia Electric & Power Company, $6.98 Pfd. .. ...t eeeennnneeeennn
60,000 Virginia Power Capital Trust, 7.375% Pfd. 07/30/42 ... @i ieennnnnnn.
S 5,200,000 Wisconsin Energy Corporation, 6.25% 05/15/67 i in et eteneeeneenenennns
85,137 Wisconsin Power & Light Company, 6.50% Pfd. ... ...ttt nnnneeeennn

Enterprise Products Partners:

$ 3,800,000 T.034% 00/15/68 v ittt e e e e e e e e
$ 2,000,000 B.375% 08/01/66 ittt e e e e e e

2,750 EOG Resources, Inc., 7.195% Pfd., Series B .. ittt iitttetteeeneeneeeeeenenan

REAL ESTATE INVESTMENT TRUST (REIT) -- 5.8%
50,000 BRE Properties, Inc., 8.08% Pfd., Series B ... ..ttt enneeeennnenens
85,000 Equity Residential Properties, 8.29% Pfd., Series K ...ttt ennnnnnnn
PS Business Parks, Inc.:

124,620 T.20% PLd., Series M ittt ittt ittt ettt ettt eeeeeeeneeeeeeaeeaeeeeeenens
23,538 T.375% PEd., Series O ..ttt et et e e e e e e e
44,500 T.60% PLd., Series L ittt ittt et ettt et e e e e e e e e e
45,000 T.95% PLd., Series K ittt ittt et et et e e e e e e et e e

Public Storage, Inc.:
21,650 6.45% Pfd., Series F ittt ittt et e e e e e e e e e
76,300 6.625% PLd., Series M ittt ittt e e e e e e e e e
30,000 6.85% Pfd., Series ¥ ittt e e e e e e e e e e
120,000 T.25% PEd., Series K ittt ittt ittt et e e e e e e e e e e e

60,000 Realty Income Corp., 6.75% Pfd., Series E ...ttt ittt ttteeeeeneenneeeens
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The accompanying notes are an integral part of the financial statements.

Flaherty & Crumrine/Claymore Total Return Fund Incorporated
PORTFOLIO OF INVESTMENTS (CONTINUED)
MAY 31, 2007 (UNAUDITED)

SHARES/S$ PAR

PREFERRED SECURITIES —-— (CONTINUED)
MISCELLANEOUS INDUSTRIES —-- 1.4%
1,395 Centaur Funding Corporation, 9.08% Pfd. 04/21/20, 144R**** ... iueneennnn $
40,000 Ocean Spray Cranberries, Inc., 6.25% Pfd., L144RAX* X% ittt ittt

TOTAL PREFERRED SECURITIES
(CoSt 8278, 182,28 L) ittt ittt ittt et ettt ittt ittt et e e

CORPORATE DEBT SECURITIES —- 18.4%
FINANCIAL SERVICES —-- 1.2%

S 4,824,559 Lehman Brothers, Guaranteed Note, Variable Rate, 12/16/16, 144A**xxx ____ ...

15,000 AAG Holding Company, Inc., 7.25% Pfd. ...ttt ittt ittt ettt
20,000 American Financial Group, Inc., 7.125% 02/03/34, Senior Note ............c...
S 2,000,000 Farmers Exchange Capital, 7.20% 07/15/48, LAAR**** ittt ttntennennnnn
S 7,577,000 Liberty Mutual Insurance, 7.697% 10/15/97, LA4R**** ittt tennennnnn
S 7,000,000 UnumProvident Corporation, 7.25% 03/15/28, Senior NOtesS ......ovuieinrmenennnn.

27,200 Corp-Backed Trust Certificates, 7.875% 02/15/32, Series Duke Capital ........
S 1,000,000 Duke Capital Corporation, 8.00% 10/01/19, Senior NOtes .....vueiieirnennnnnn.
S 7,562,000 Entergy Louisiana LLC, 6.30% 09/01/35, 1St MOrtgage .. veeieemeeenneennnnnnnn

5,000 Entergy Mississippi, Inc., 7.25%, 1st MOrtgage ...ttt teeeeeneennneeens
S 4,000,000 Interstate Power & Light Company, 6.45% 10/15/33, Senior Notes ..............
S 1,015,000 Westar Energy Inc., 5.95% 01/01/35 ittt ittt ittt et tea e eeeeaeeennns
S 4,000,000 Wisconsin Electric Power Company, 6.875% 12/01/95 ...t nnennennnn

12
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ENERGY ——- 4.4%
S 2,500,000 KN Energy, Inc., 7.45% 03/01/08 ittt ittt ettt ettt
356,200 Nexen, Inc., 7.35% Subordinated NOteS ...ttt ittt it teeeeeeeneeneeeneenns
S 4,000,000 Noble Energy Inc, 7.25%, 08/01/ 907 ittt ettt ettt teaeieneeenn

The accompanying notes are an integral part of the financial statements.

Flaherty & Crumrine/Claymore Total Return Fund Incorporated
PORTFOLIO OF INVESTMENTS (CONTINUED)
MAY 31, 2007 (UNAUDITED)

SHARES/S$ PAR

CORPORATE DEBT SECURITIES —-- (CONTINUED)
MISCELLANEOUS INDUSTRIES —-- 2.4%
10,000 CBS Corporation, 6.75% 03/ 27/ 56 ittt ettt ettt ettt eee e $
20,000 Corp-Backed Trust Certificates, 7.00% 11/15/28, Series Sprint ...............
19,625 Ford Motor Company, 7.50% 06/10/43, Senior NOLES ..ttt teneeenneennennnnn
S 4,265,000 General Motors Corporation, 8.80% 03/01/21 it iiit it tee ettt teeneeeneeennn
Pulte Homes, Inc.:

25,844 T.375% 06/01/46 it e e e e e e e
$ 2,160,000 T.8T75% 06/ 15/ 32 vttt e e e e e

TOTAL CORPORATE DEBT SECURITIES
(Cost S65, 103, 903) vttt it i ettt e e e e e e e

COMMON STOCK —-- 0.1%
BANKING -- 0.1%

TOTAL COMMON STOCK
(Cost S65, 103, 903) ittt it e e it e e e e e e e

OPTION CONTRACTS —-- 0.3%

170 September Call Options on September U.S. Treasury Bond Futures,
ExXPiring 08/24/07 ittt ittt ittt ittt it ettt ettt e e e

2,360 September Put Options on September U.S. Treasury Bond Futures,
ExXPIiring 08/24/07 vttt ittt ittt it ettt et ettt e e e e

TOTAL OPTION CONTRACTS
(COST ST07, 832) vttt ettt e e e et ettt e ettt ettt ettt et e e e e e

MONEY MARKET FUND -- 0.0%

13
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TOTAL MONEY MARKET FUND
[0 =3 A B R 3 )

SECURITIES LENDING COLLATERAL -- 0.2%
BANKING -- 0.2%

TOTAL SECURITIES LENDING COLLATERAL
[T = S R0 A

The accompanying notes are an integral part of the financial statements.
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Flaherty & Crumrine/Claymore Total Return Fund Incorporated
PORTFOLIO OF INVESTMENTS (CONTINUED)
MAY 31, 2007 (UNAUDITED)

TOTAL INVESTMENTS (Cost $345, 213, 17 0% %) ittt ittt et e et et eeeaenn 9
OTHER ASSETS AND LIABILITIES (Net) .ttt ittt ittt ettt ennnneeeeennnn

TOTAL NET ASSETS AVAILABLE TO COMMON STOCK AND PREFERRED STOCK ...........cco0c... 100.0%++ $

AUCTION MARKET PREFERRED STOCK (AMPS) REDEMPTION VALUE ...ttt ittt it ttiiittieeennnneeeenns

TOTAL NET ASSETS AVAILABLE TO COMMON STOCK .+ttt ittt ittt ettt teeeeessesanneeeseesananeensenns $

ABBREVIATIONS:
PFD. -— Preferred Securities
PVT. —-— Private Placement Securities

OPEN OPTION CONTRACTS WRITTEN

CONTRACTS CONTRACT DESCRIPTION

170 September Call Options on September U.S. Treasury Bond Futures
Expiring 08/24/07, Strike Price 110 ... iiiitnieneneeneeeeeeeeeeneaenns $
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TOTAL OPEN OPTION CONTRACTS WRITTEN

(premiums received:

The accompanying notes are an integral part of the financial statements.

ASSETS:

Investments,
Dividends and interest receivable
Receivable for Investments sold

Prepaid expenses

Securities lending income receivable

Total Assets

LIABILITIES:

Payable for securities lending collateral
Payable for Investments purchased
Dividends payable to Common Stock Shareholders
Investment advisory fee payable
Administration, Transfer Agent and Custodian fees payable
Servicing agent fees payable
Professional fees payable
fees payable
Accrued expenses and other payables

Directors'

at value

Flaherty & Crumrine/Claymore Total Return Fund Incorporated
STATEMENT OF ASSETS AND LIABILITIES

MAY 31, 2007

(Cost $345,213,179)

Accumulated undeclared distributions to Auction Market

Preferred Stock Shareholders
Outstanding options written,

Total Liabilities

at value (premiums received $155,911)

AUCTION MARKET PREFERRED STOCK (5,140 SHARES OUTSTANDING)
REDEMPTION VALUE

NET ASSETS AVAILABLE TO COMMON STOCK

NET ASSETS AVAILABLE TO COMMON STOCK consist of:

Distributions in excess of net investment income

Accumulated net realized loss on investments sold
Unrealized appreciation of investments
Par value of Common Stock
Paid-in capital in excess of par value of Common Stock

Total Net Assets Available to Common Stock

NET ASSET VALUE PER SHARE OF COMMON STOCK:

Common Stock

(9,776,333 shares outstanding)

(UNAUDITED)

$ 671,944
1,954,891
76,928
162,588
48,978
17,230
64,855
10,158
24,470

157,413
143,437

$155,911)

$347,446,86
3,595,091
895, 62

159, 44

3,61

352,101, 4¢

3,332,889

$ (380,26
(12,782, 81
2,246,16
97,76
231,087, 72

15
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The accompanying notes are an integral part of the financial statements.
15

Flaherty & Crumrine/Claymore Total Return Fund Incorporated
STATEMENT OF OPERATIONS
FOR THE SIX MONTHS ENDED MAY 31, 2007 (UNAUDITED)

INVESTMENT INCOME:

LY I Y o L $ 6,811,62
0wl o = 5,959, 16
Total Investment INCOME .. v ittt ittt te e neeeeeeeeeneeeeeeneeneean 12,770, 78
EXPENSES:
Investment advisory fEE ..ttt i ettt e e e e e e $ 956,914
Servicing agent fee .. i e e e e e e e e e e e 101,629
AdmMinistrator ' s £ ittt ittt it it e it e et e et e e e e e e e e e 132,225
Auction Market Preferred broker commissions and
auCLion agent fees ..t it e e e e e e e e e e 162,410
Professional feeS it it ittt i et e e e e e e e e et e e e et e e e 62,042
INSUTANCE EXPEIISE « v v v e e vt e aee e e o e oneeeeeseeaneeeeeseeneeeeeeeenns 80,000
Transfer agent fees ...ttt ittt e e ettt et e e e 38,198
DIirecCtor s S ittt it i it e e e et e e e e e e e et e et et e e e 39,130
CUSTOdian fEES v ittt ittt it e et e e e et ettt e et et et e e e e 21,413
CompliancCe fees ittt ittt e e e e e e e e et e e e 19,694
0w oL 74,187
TOLAl EXDENSES i ettt ettt te e e et aeeeeeeeeeeeeeeeeeeeaneeeeeeas 1,687,84
NET INVESTMENT INCOME ... i ittt ittt ittt eteeeseeeesessesssassesssassasssas 11,082,94

REALIZED AND UNREALIZED GAIN/ (LOSS) ON INVESTMENTS

Net realized gain/ (loss) on investments sold during the period .. 1,645, 68

Net realized gain/(loss) from written options during the period ... (750, 72
Change in unrealized appreciation/depreciation of investments

held during the period ... ...ttt ittt ettt eeenaenns (8,556,83

NET REALIZED AND UNREALIZED LOSS ON INVESTMENTS . ... ..ttt eeieenennnns (7,661,88

DISTRIBUTIONS TO AUCTION MARKET PREFERRED STOCK
SHAREHOLDERS :
From net investment income (including changes in accumulated
undeclared distribuUtions) .. ...ttt ittt et e e e (3,351,41
NET INCREASE IN NET ASSETS TO COMMON STOCK RESULTING
FROM OPERATIONS vttt ettt ettt ettt et et et et ettt et e et ettt et e eie e S 69, 64

The accompanying notes are an integral part of the financial statements.
16

16



Edgar Filing: FLAHERTY & CRUMRINE/CLAYMORE TOTAL RETURN FUND INC - Form N-CSRS

Flaherty & Crumrine/Claymore Total Return Fund Incorporated
STATEMENTS OF CHANGES IN NET ASSETS AVAILABLE TO COMMON STOCK (1)

SIX MONTHS ENDED

MAY 31, 2007 YE
(UNAUDITED) NOVEM
OPERATIONS:
Net Investment INCOME ..ttt ittt ittt ettt ettt ettt eeseeeeeeenns $ 11,082,946 S 1
Net realized gain/ (loss) on investments sold during the period ... 894,957
Change in net unrealized appreciation/depreciation of investments
held during the period . ... ..ttt ittt ettt eeee e (8,556,837)
Distributions to AMPS* Shareholders from net investment income,
including changes in accumulated undeclared distributions ...... (3,351,419) (
NET INCREASE/ (DECREASE) IN NET ASSETS RESULTING FROM OPERATIONS .. 69,647 2
DISTRIBUTIONS:
Dividends paid from net investment income to Common Stock
Shareholder s (L) w vt i ittt ettt ettt ettt teeteeeeneeaeeeeeenens (7,478,895) (1
TOTAL DISTRIBUTIONS TO COMMON STOCK SHAREHOLDERS .. .....c.ieeeeenenen (7,478,895) (1
FUND SHARE TRANSACTIONS:
Increase from shares issued under the Dividend Reinvestment
and Cash Purchase Plan ...ttt iii ittt ettt eeaeeeeeneens -
NET INCREASE IN NET ASSETS AVAILABLE TO COMMON STOCK RESULTING
FROM FUND SHARE TRANSACTIONS & ittt ittt ettt e eeeeeeeessasseaseesss -
NET INCREASE/ (DECREASE) IN NET ASSETS AVAILABLE TO  ————— e — — —— ———=
COMMON STOCK FOR THE PERIOD .t ittt ittt ittt et eeneeesseessesseassesss S (7,409,248) S
NET ASSETS AVAILABLE TO COMMON STOCK:
Beginning of period ...ttt e e e e e e e e et e e 227,677,821 21
Net increase/ (decrease) in net assets during the period .......... (7,409,248)
End of period (including distributions in excess of net investment

income of ($380,265) and ($632,897), respectively) ............. $ 220,268,573 S 22

The accompanying notes are an integral part of the financial statements.
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Flaherty & Crumrine/Claymore Total Return Fund Incorporated

FINANCIAL HIGHLIGHTS

FOR A COMMON STOCK SHARE OUTSTANDING THROUGHOUT EACH PERIOD.

Contained below is per share operating performance data, total investment
returns, ratios to average net assets and other supplemental data. This

17
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information has Dbeen derived from information provided in the financial
statements and market price data for the Fund's shares.

SIX MONTHS
ENDED YEAR ENDED NOV
MAY 31, 2007 @ —————————————————
(UNAUDITED) 2006 200
PER SHARE OPERATING PERFORMANCE:
Net asset value, beginning of period ..........ciiiiiiieeeean. $ 23.29 S 22.40 $ 23
INVESTMENT OPERATIONS:
Net investment Income . ... ...ttt ite ettt eeeeeeeeeeannenn 1.13 2.04 1
Net realized and unrealized gain/ (loss) on investments ...... (0.78) 1.06 (0
DISTRIBUTIONS TO AMPS* SHAREHOLDERS:
From net investment 1nCOmMe ... .. ...ttt ittt tennnnneneens (0.34) (0.64) (0
From net realized capital gains ........ciiiiiiinenneenenn - -
Total from investment operations ..........c.uiiiiiieinnnnnn. 0.01 2.46 0
COST OF ISSUANCE OF AMPS* -—
DISTRIBUTIONS TO COMMON STOCK SHAREHOLDERS:
From net investment 1nNcCoOme . ... ...t iitintneeeeeeeeeneenns (0.77) (1.57) (1
Total distributions to Common Stock Shareholders ............ (0.77) (1.57) (1
Net asset value, end of pPeriod ...ttt teeeennneeeennn $ 22.53 S 23.29 $ 22
Market value, end of period ..... ittt teeennnneeeennn $ 20.81 S 22.08 $ 19
Total investment return based on net asset value** .......... 0.20%**** 12.30% 3.
Total investment return based on market value** ............. (2.38%) **** 21.06% (11.
RATIOS TO AVERAGE NET ASSETS AVAILABLE
TO COMMON STOCK SHAREHOLDERS:
Total net assets, end of period (in 000's) .............. $ 220,269 $ 227,678 $ 219,
Operating EXPENSES t ittt it ittt et ettt e 1.50%*** 1.50% 1
Net investment income + ... ...ttt 6.87%*** 6.28% 6
SUPPLEMENTAL DATA:++
Portfolio tUrnover rate ... ...ttt et ennnanens 38§ rxAx 68%
Total net assets available to Common and Preferred
Stock, end of period (in 000'S) .. iiii it ennnnn. S 348,769 $ 356,178 $ 347,
Ratio of operating expenses to total average net assets
available to Common and Preferred Stock ............... 0.95%**x* 0.94% 0

The accompanying notes are an integral part of the financial statements.
18

Flaherty & Crumrine/Claymore Total Return Fund Incorporated
FINANCIAL HIGHLIGHTS (CONTINUED)
PER SHARE OF COMMON STOCK (UNAUDITED)
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TOTAL DIVIDEND
DIVIDENDS NET ASSET NYSE REINVESTMENT
PATID VALUE CLOSING PRICE PRICE (1)
December 31, 2006 .......... $0.1275 $22.99 $21.48 $21.68
January 31, 2007 ........... 0.1275 23.01 21.70 21.78
February 28, 2007 .......... 0.1275 23.37 21.62 21.84
March 31, 2007 ............. 0.1275 22.87 22.35 22.24
April 30, 2007 ....eeeieenn. 0.1275 22.98 21.63 21.66
May 31, 2007 ... 0.1275 22.53 20.81 20.96

(1) Whenever the net asset value per share of the Fund's Common Stock is less
than or equal to the market price per share on the payment date, new shares
issued will be wvalued at the higher of net asset value or 95% of the
then current market price. Otherwise, the reinvestment shares of Common
Stock will be purchased in the open market.

The accompanying notes are an integral part of the financial statements.
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Flaherty & Crumrine/Claymore Total Return Fund Incorporated
FINANCIAL HIGHLIGHTS (CONTINUED)

The table below sets out information with respect to Auction Market
Preferred Stock (AMPS) currently outstanding.

INVOLUNTARY AVERAGE

ASSET LIQUIDATING MARKET
TOTAL SHARES COVERAGE PREFERENCE VALUE

DATE OUTSTANDING (1) PER SHARE (2) PER SHARE PER SHARE (1) (3)

05/31/07* 5,140 $67,884 $25,000 $25,000
11/30/06 5,140 69,301 25,000 25,000
11/30/05 5,140 67,650 25,000 25,000
11/30/04 5,140 69,732 25,000 25,000
11/30/03 5,140 70,831 25,000 25,000

(1) See note 6.

(2) Calculated by subtracting the Fund's total liabilities (excluding the AMPS)
from the Fund's total assets and dividing that amount by the number of
AMPS shares outstanding.

(3) Excludes accumulated undeclared dividends.

* Unaudited.

The accompanying notes are an integral part of the financial statements.
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1.  ORGANIZATION

Flaherty & Crumrine/Claymore Total Return Fund Incorporated (the "Fund")
was 1incorporated as a Maryland corporation on July 18, 2003, and commenced
operations on August 29, 2003 as a diversified, closed-end management investment
company under the Investment Company Act of 1940, as amended (the "1940 Act").
The Fund's primary investment objective is to provide its common shareholders
with high current income. The Fund's secondary investment objective is capital
appreciation.

2. SIGNIFICANT ACCOUNTING POLICIES

The following is a summary of significant accounting policies consistently

followed by the Fund 1in the preparation of its financial statements. The
preparation of the financial statements is in conformity with the U.S. generally
accepted accounting principles ("US GAAP") and requires management to make

estimates and assumptions that affect the reported amounts of assets and
liabilities in the financial statements and the reported amounts of increases
and decreases in net assets from operations during the reporting period. Actual
results could differ from those estimates.

PORTFOLIO VALUATION: The net asset value of the Fund's Common Stock is
determined by the Fund's Administrator no less frequently than on the last
business day of each week and month. It is determined by dividing the value of
the Fund's net assets available to Common Stock by the number of shares of
Common Stock outstanding. The value of the Fund's net assets attributable to
Common Stock is deemed to equal the value of the Fund's total assets less (i)
the Fund's 1liabilities and (ii) the aggregate liquidation value of its Auction
Market Preferred Stock ("AMPS").

The Fund's preferred and debt securities