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Item 1 – Report to Stockholders
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JUNE 30, 2013

SEMI-ANNUAL REPORT (UNAUDITED)
BlackRock Enhanced Government Fund, Inc. (EGF)

Not FDIC Insured � May Lose Value � No Bank Guarantee
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Section 19(a) Notice

BlackRock Enhanced Government Fund, Inc.�s (EGF) (the �Fund�) reported amounts and sources of distributions are estimates
and are not being provided for tax reporting purposes. The actual amounts and sources for tax reporting purposes will depend upon
the Fund�s investment experience during the year and may be subject to changes based on the tax regulations. The Fund will
provide a Form 1099-DIV each calendar year that will explain the character of these dividends and distributions for federal income
tax purposes.

June 30, 2013

Total Fiscal Year-to-Date
Cumulative Distributions by Character

Percentage of Fiscal Year-to-Date
Cumulative Distributions by Character

Net
Investment
Income

Net
Realized
Capital
Gains

Return of
Capital

Total Per
Common
Share

Net
Investment
Income

Net
Realized
Capital
Gains

Return
of

Capital

Total Per
Common
Share

EGF   $0.205597 �   $0.119403   $0.325000 63%  0%  37%  100%  
The Fund estimates that it has distributed more than the amount of earned income and net realized gains;
therefore, a portion of the distribution may be a return of capital. A return of capital may occur, for example,
when some or all of the shareholder�s investment in the Fund is returned to the shareholder. A return of
capital does not necessarily reflect the Fund�s investment performance and should not be confused with
‘yield� or ‘income.� When distributions exceed total return performance, the difference will incrementally
reduce the Fund�s net asset value per share.

Section 19(a) notices for the Fund, as applicable, are available on the BlackRock website http://www.blackrock.com.

Section 19(b) Disclosure

The Fund, acting pursuant to a Securities and Exchange Commission (�SEC�) exemptive order and with the approval of
the Fund�s Board of Directors (the �Board�), has adopted a plan, consistent with its investment objectives and policies to
support a level distribution of income, capital gains and/or return of capital (the �Plan�). In accordance with the Plan, the
Fund currently distributes $0.065 per share on a monthly basis.
The fixed amount distributed per share is subject to change at the discretion of the Fund�s Board. Under its Plan, the Fund will
distribute all available investment income to its shareholders, consistent with its primary investment objectives and as required by
the Internal Revenue Code of 1986, as amended (the �Code�). If sufficient investment income is not available on a monthly basis, the
Fund will distribute long-term capital gains and/or return of capital to shareholders in order to maintain a level distribution. Each
monthly distribution to shareholders is expected to be at the fixed amount established by the Board, except for extraordinary
distributions and potential distribution rate increases or decreases to enable the Fund to comply with the distribution requirements
imposed by the Code.

Shareholders should not draw any conclusions about the Fund�s investment performance from the amount of these distributions or
from the terms of the Plan. The Fund�s total return performance on net asset value is presented in its financial highlights table.

The Board may amend, suspend or terminate the Fund�s Plan without prior notice if it deems such actions to be in the best interests
of the Fund or its shareholders. The suspension or termination of the Plan could have the effect of creating a trading discount (if the
Fund�s stock is trading at or above net asset value) or widening an existing trading discount. The Fund is subject to risks that could
have an adverse impact on its ability to maintain a level distribution. Examples of potential risks include, but are not limited to,
economic downturns impacting the markets, decreased market volatility, companies suspending or decreasing corporate dividend
distributions and changes in the Code. Please refer to the Fund�s prospectus for a more complete description of its risks.
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Dear Shareholder 
One year ago, risk assets (such as equities) were on the rise as weakening global economic data spurred increasing optimism that
the world�s largest central banks would intervene to stimulate growth. This theme, along with the European Central Bank�s (�ECB�s�)
firm commitment to preserve the euro currency bloc, drove most asset classes higher through the summer of 2012. The
much-anticipated monetary stimulus ultimately came in September when the ECB and the US Federal Reserve announced their
plans for increasing global liquidity.

Although financial markets worldwide were buoyed by these aggressive policy actions, risk assets weakened later in
the fall of 2012. Global trade slowed as many European countries fell into recession and growth continued to
decelerate in China. In the United States, stocks slid on lackluster corporate earnings, and volatility rose in advance of
the US Presidential election. In the post-election environment, investors became increasingly concerned about the
�fiscal cliff� of tax increases and spending cuts that had been scheduled to take effect at the beginning of 2013. High
levels of global market volatility persisted through year-end due to fears that bipartisan gridlock would preclude a
timely resolution, putting the US economy at high risk for recession. As 2013 began, the worst of the fiscal cliff was
averted with a last-minute tax deal.

Investors shook off the nerve-wracking finale to 2012 and the New Year started with a powerful relief rally. Money
that had been pulled to the sidelines amid year-end tax-rate uncertainty poured back into the markets in January. Key
indicators signaling modest but broad-based improvements in the world�s major economies underpinned the rally.
Underlying this aura of comfort was the absence of negative headlines from Europe. Global equities surged, while
rising US Treasury yields pressured high quality fixed income assets. (Bond prices move inversely with yields.)

However, February brought a slowdown in global economic momentum and investors toned down their risk appetite.
In the months that followed, US equities outperformed international markets, as the US economic recovery showed
greater stability compared to most other regions. Slow, but positive growth in the United States was sufficient to
support corporate earnings, while uncomfortably high unemployment reinforced investors� expectations that the US
Federal Reserve would keep interest rates low. US equities moved higher through the spring, with major indices
notching a string of all-time highs until finally peaking in late May. Markets abruptly reversed course on May 22
when the US Federal Reserve hinted at a gradual pull-back on monetary policy accommodation. Volatility picked up
considerably after this announcement and risk assets broadly slid through the remainder of the period.

Volatility has been higher in financial markets outside the United States in 2013. International equities weakened in
the middle of the first quarter when political instability in Italy and a severe banking crisis in Cyprus reminded
investors that the eurozone was still vulnerable to a number of macro risks. A poor outlook for European economies
already mired in recession further dampened sentiment. Emerging markets significantly lagged the rest of the world as
growth in these economies (particularly China and Brazil) fell short of expectations.

Despite recent weakness, most risk asset classes generated positive returns for the 6- and 12-month periods ended
June 30, 2013, while high quality fixed income assets posted modestly negative results. US equities were particularly
strong. International equities also performed well, although rising uncertainty in Europe resulted in less impressive
gains for the last six months. Emerging markets were especially hurt by slowing growth and concerns about a
shrinking global money supply. US Treasury yields remained low from a historical perspective, but were highly
volatile and rose sharply in the final two months of the period amid concerns about monetary policy tightening. In this
volatile rate environment, US Treasury and investment grade corporate bond prices declined. Returns on high yield
and tax-exempt municipal bonds, which had benefited from supportive market conditions during most of the period,
were also weighed down by the recent spike in rates. Short-term interest rates, however, remained near zero, keeping
yields on money market securities near historical lows.

Market conditions remain volatile, and investors still face a number of uncertainties in the current environment. At
BlackRock, we believe investors need to think globally and extend their scope across a broader array of asset classes
in a portfolio that moves freely as market conditions change over time. We encourage you to talk with your financial
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advisor and visit www.blackrock.com for further insight about investing in today�s world.

Sincerely,

Rob Kapito
President, BlackRock Advisors, LLC

� Despite recent weakness, most risk asset classes generated positive returns for the 6- and 12-month periods ended June 30,
2013, while high quality fixed income assets posted modestly negative results.�

Rob Kapito

President, BlackRock Advisors, LLC

Total Returns as of June 30, 2013

6-month 12-month
US large cap equities
(S&P 500® Index)

13.82%  20.60%  

US small cap equities (Russell 2000® Index) 15.86 24.21
International equities
(MSCI Europe, Australasia, Far East Index)

4.10 18.62

Emerging market equities (MSCI Emerging Markets Index) (9.57 )  2.87
3-month Treasury bill
(BofA Merrill Lynch
3-Month US Treasury
Bill Index)

0.04 0.11

US Treasury securities
(BofA Merrill Lynch
10-Year US Treasury Index)

(4.88 )  (4.21 )  

US investment grade
bonds (Barclays US Aggregate Bond Index)

(2.44 )  (0.69 )  

Tax-exempt municipal bonds (S&P Municipal Bond Index) (2.55 )  0.51
US high yield bonds
(Barclays US Corporate High Yield 2% Issuer Capped Index)

1.42 9.49

Past performance is no guarantee of future results. Index performance is shown for illustrative purposes
only. You cannot invest directly in an index.

4THIS PAGE NOT PART OF YOUR FUND REPORT
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Option Over-Writing  
In general, the goal of the Fund is to provide shareholders with current income and gains. The Fund seeks to pursue this goal
primarily by investing in a portfolio of US Government and US Agency securities and utilizing an option over-write strategy in an
effort to enhance distribution yield and total return performance. However, these objectives cannot be achieved in all market
conditions.

The Fund writes call options on individual US Government and US Agency securities or on baskets of such securities or on interest
rate swaps (�swaptions�), and may write call options on other debt securities. When writing (selling) a call option, the Fund grants the
counterparty the right to buy an underlying reference security or enter into a defined transaction (e.g., a swap contract, in the case
of the swaption) at an agreed-upon price (�strike price�) within an agreed upon time period. The Fund receives cash premiums from
the counterparties upon writing (selling) the option or swaption, which along with net investment income and net realized gains, if
any, are generally available to support current or future distributions paid by the Fund. During the option term, the counterparty will
elect to exercise the option if the market value of the underlying reference security or underlying contract rises above the strike
price, and the Fund will be obligated to sell the security or contract to the counterparty at the strike price, realizing a gain or loss. If
the option remains unexercised upon its expiration, the Fund will realize gains equal to the premiums received.

Writing call options and swaptions entails certain risks, which include but are not limited to, the following: an increase in the value of
the underlying security above the strike price can result in the exercise of a written option (sale by the Fund to the counterparty)
when the Fund might not otherwise have sold the security; exercise of the option by the counterparty will result in a sale below the
current market value and will result in a gain or loss realized by the Fund; writing call options and swaptions limits the potential
appreciation on the underlying interest rate swap or security and the yield on the Fund could decline; if current market interest rates
fall below the strike price, the counterparty could exercise a written swaption when the Fund might not otherwise have entered into
an interest rate swap; the Fund is bound by the terms of the underlying interest rate swap agreement upon exercise of the option
by the counterparty which can result in a loss to the Fund in excess of the premium received. As such, an option over-write strategy
may outperform the general fixed income market in rising or flat interest rate environments (when bond prices are steady or falling)
but underperform in a falling interest rate environment (when bond prices are rising).

The Fund employs a plan to support a level distribution of income, capital gains and/or return of capital. The goal of the plan is to
provide shareholders with consistent and predictable cash flows by setting distribution rates based on expected long-term returns
of the Fund. Such distributions, under certain circumstances, may exceed the Fund�s total return performance. When total
distributions exceed total return performance for the period, the excess will reduce the Fund�s total assets and net asset value per
share (�NAV�) and, therefore, could have the effect of increasing the Fund�s expense ratio and/or reducing the amount of assets the
Fund has available for long-term investment. In order to make these distributions, the Fund may have to sell portfolio securities at
less than opportune times.

The final tax characterization of distributions is determined after the fiscal year and is reported in the Fund�s annual report to
shareholders. Distributions will be characterized as ordinary income, capital gains and/or return of capital. The Fund�s taxable net
investment income or net realized capital gains (�taxable income�) may not be sufficient to support the level of distributions paid. To
the extent that distributions exceed the Fund�s current and accumulated earnings and profits, the excess may be treated as a
non-taxable return of capital. Distributions that exceed the Fund�s taxable income but do not exceed the Fund�s current and
accumulated earnings and profits may be classified as ordinary income, which is taxable to shareholders.

A return of capital distribution does not necessarily reflect the Fund�s investment performance and should not be confused with ‘yield�
or ‘income.� A return of capital is a return of a portion of an investor�s original investment. A return of capital is not taxable, but it
reduces a shareholder�s tax basis in his or her shares, thus reducing any loss or increasing any gain on a subsequent disposition by
the shareholder of his or her shares. It is possible that a substantial portion of the distributions paid during a calendar year may
ultimately be classified as return of capital for income tax purposes when the final determination of the source and character of the
distributions is made.

The Fund intends to write call options to varying degrees depending upon market conditions. Please refer to the Schedule of
Investments and the Notes to Financial Statements for details of written swaptions.

BLACKROCK ENHANCED GOVERNMENT FUND, INC. JUNE 30, 2013 5
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Fund Summary as of June 30, 2013
Fund Overview

The Fund�s investment objective is to provide shareholders with current income and gains. The Fund seeks to achieve its
investment objective by investing primarily in a portfolio of US Government securities and US Government Agency securities,
including US Government mortgage-backed securities that pay interest in an attempt to generate current income, and by employing
a strategy of writing (selling) call options on individual or baskets of US Government securities, US Government Agency securities
or other debt securities held by the Fund in an attempt to generate gains from option premiums.

No assurance can be given that the Fund�s investment objective will be achieved.

Portfolio Management Commentary

How did the Fund perform?

� For the six-month period ended June 30, 2013, the Fund returned (7.42)% based on market price and (1.87)% based
on net asset value (�NAV�). For the same period, the BofA Merrill Lynch 1-3 Year US Treasury Index returned 0.00%
and the Citigroup Government/Mortgage Index posted a return of (2.00)%. All returns reflect reinvestment of
dividends. The Fund�s discount to NAV, which widened during the period, accounts for the difference between
performance based on price and performance based on NAV. The following discussion pertains to performance based
on NAV.

What factors influenced performance?

� The Fund�s performance is reviewed on an absolute basis due to the unique strategy of the Fund, which entails writing
call options on individual or baskets of US government securities or interest rates. The index returns listed above are
for reference purposes only as these indices do not utilize an option writing strategy.

� The Fund�s allocations to agency mortgage-backed securities (�MBS�) and corporate bonds were the largest detractors
from performance as concerns about the US Federal Reserve tapering its bond-buying stimulus program caused
spreads to widen significantly in these sectors. The Fund�s duration profile (sensitivity to interest rate movements) had
a negative impact on returns as interest rates generally moved higher during the period.

� Conversely, the Fund�s yield curve positioning had a positive impact on performance.

� The Fund utilized interest rate swaps as a hedge against long US Treasury positions and as a means to manage
duration, spread exposure and yield curve positioning. During the period, the use of swaps was a contributor to
performance as spreads on 30-year swaps widened. The use of swaps continues to be an efficient interest rate
management tool and should be viewed in the context of their overall contribution to risk reduction as well as
performance.

� As part of its principal investment strategy, the Fund writes covered calls on interest rates to generate income while
dampening the level of portfolio volatility. Covered calls contributed positively to performance for the period. The
Fund took advantage of the relatively low interest rate environment to purchase US Treasury securities and write
additional call options to generate incremental yield.

Describe recent portfolio activity.

� The Fund tactically traded its yield curve positioning throughout the period, while maintaining a flattening bias in the
short end of the curve. As discussed above, the Fund purchased Treasuries and wrote additional call options to
generate incremental yield.
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Describe portfolio positioning at period end.

� The Fund�s call-writing strategy has the effect of reducing overall portfolio duration, which stood at 2.30 years at the
end of the period. The Fund continued to maintain a high degree of liquidity through a core exposure to
government-owned and government-related debt. The largest allocations in the Fund continued to be US agency MBS
and US Treasuries. The Fund also maintained limited exposure to a diversified basket of non-government spread
sectors, including commercial mortgage-backed securities, asset-backed securities, non-agency residential MBS and
corporate credit.

The views expressed reflect the opinions of BlackRock as of the date of this report and are subject to
change based on changes in market, economic or other conditions. These views are not intended to be a
forecast of future events and are no guarantee of future results.

6BLACKROCK ENHANCED GOVERNMENT FUND, INC. JUNE 30, 2013
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Fund Information

Symbol on New York Stock Exchange (�NYSE�) EGF

Initial Offering Date
October 31,

2005
Current Distribution Rate on Closing Market Price as of June 30, 2013 ($14.16)1 5.51%
Current Monthly Distribution per Common Share2 $0.0650
Current Annualized Distribution per Common Share2 $0.7800
Economic Leverage as of June 30, 20133 26%
1 Current Distribution Rate on closing market price is calculated by dividing the current annualized
distribution per share by the closing market price. The current distribution rate consists of income, net
realized gains and/or a tax return of capital. See the Section 19(a) Notice on page 2 for the estimated
actual sources and character of distributions. Past performance does not guarantee future results.

2 The distribution rate is not constant and is subject to change. A portion of the distribution may be deemed
a tax return of capital or net realized gain.

3 Represents reverse repurchase agreements as a percentage of total managed assets, which is the total
assets of the Fund, including any assets attributable to reverse repurchase agreements, minus the sum
of liabilities (other than borrowings representing financial leverage). For a discussion of leveraging
techniques utilized by the Fund, please see The Benefits and Risks of Leveraging on page 8.

Market Price and Net Asset Value Per Share Summary

6/30/13 12/31/12 Change High Low

Market Price   $14.16   $15.63 (9.40)%    $15.95   $13.93
Net Asset Value   $15.47   $16.11 (3.97)%    $16.11   $15.38

Market Price and Net Asset Value History For the Past Five Years

Overview of the Fund�s Long-Term Investments

Portfolio Composition 6/30/13 12/31/12

US Government Sponsored Agency Securities     60%  60%  
US Treasury Obligations 34 34
Asset-Backed Securities 3 2
Preferred Securities 2 2
Non-Agency Mortgage-Backed Securities 1 1
Municipal Bonds � 1

Credit Quality Allocation4 6/30/13 12/31/12

AAA/Aaa5     97%  96%  
AA/Aa 1 1
A � 1
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BBB/Baa 1 1
BB/Ba 1 1
4 Using the higher of Standard & Poor�s or Moody�s Investors Service ratings.
5 Includes US Government Sponsored Agency Securities and US Treasury Obligations, which are deemed
AAA/Aaa by the investment advisor.
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The Benefits and Risks of Leveraging  

The Fund may utilize leverage to seek to enhance its yield and NAV. However, these objectives cannot be achieved in all interest
rate environments.

The Fund may utilize leverage by entering into reverse repurchase agreements. In general, the concept of leveraging is based on
the premise that the financing cost of assets to be obtained from leverage, which will be based on short-term interest rates, will
normally be lower than the income earned by the Fund on its longer-term portfolio investments. To the extent that the total assets
of the Fund (including the assets obtained from leverage) are invested in higher-yielding portfolio investments, the Fund�s
shareholders will benefit from the incremental net income.

The interest earned on securities purchased with the proceeds from leverage is paid to shareholders in the form of dividends, and
the value of these portfolio holdings is reflected in the per share NAV. However, in order to benefit shareholders, the yield curve
must be positively sloped; that is, short-term interest rates must be lower than long-term interest rates. If the yield curve becomes
negatively sloped, meaning short-term interest rates exceed long-term interest rates, income to shareholders will be lower than if
the Fund had not used leverage.

To illustrate these concepts, assume a Fund�s capitalization is $100 million and it borrows for an additional $30 million, creating a
total value of $130 million available for investment in long-term securities. If prevailing short-term interest rates are 3% and
long-term interest rates are 6%, the yield curve has a strongly positive slope. In this case, the Fund pays interest expense on the
$30 million of borrowings based on the lower short-term interest rates. At the same time, the Fund�s total portfolio of $130 million
earns income based on long-term interest rates. In this case, the interest expense of the borrowings is significantly lower than the
income earned on the Fund�s long-term investments, and therefore the Fund�s shareholders are the beneficiaries of the incremental
net income.

If short-term interest rates rise, narrowing the differential between short-term and long-term interest rates, the incremental net
income pickup will be reduced or eliminated completely. Furthermore, if prevailing short-term interest rates rise above long-term
interest rates, the yield curve has a negative slope. In this case, the Fund pays higher short-term interest rates whereas the Fund�s
total portfolio earns income based on lower long-term interest rates.

Furthermore, the value of the Fund�s portfolio investments generally varies inversely with the direction of long-term interest rates,
although other factors can influence the value of portfolio investments. In contrast, the redemption value of the Fund�s borrowings
does not fluctuate in relation to interest rates. As a result, changes in interest rates can influence the Fund�s NAV positively or
negatively in addition to the impact on Fund performance from borrowings discussed above.

The use of leverage may enhance opportunities for increased income to the Fund and shareholders, but as described above, it also
creates risks as short- or long-term interest rates fluctuate. Leverage also will generally cause greater changes in the Fund�s NAV,
market price and dividend rate than a comparable portfolio without leverage. If the income derived from securities purchased with
assets received from leverage exceeds the cost of leverage, the Fund�s net income will be greater than if leverage had not been
used. Conversely, if the income from the securities purchased is not sufficient to cover the cost of leverage, the Fund�s net income
will be less than if leverage had not been used, and therefore the amount available for distribution to shareholders will be reduced.
The Fund may be required to sell portfolio securities at inopportune times or at distressed values in order to comply with regulatory
requirements applicable to the use of leverage or as required by the terms of leverage instruments, which may cause the Fund to
incur losses. The use of leverage may limit the Fund�s ability to invest in certain types of securities or use certain types of hedging
strategies. The Fund will incur expenses in connection with the use of leverage, all of which are borne by shareholders and may
reduce income.

Under the Investment Company Act of 1940, as amended (the �1940 Act�), the Fund is permitted to issue senior securities
representing indebtedness up to 331⁄3% of its total managed assets (the Fund�s net assets plus the proceeds of any outstanding
borrowings used for leverage). If the Fund segregates liquid assets having a value not less than the repurchase price (including
accrued interest), a reverse repurchase agreement will not be considered a senior security and therefore will not be subject to this
limitation. In addition, the Fund voluntarily limits its aggregate economic leverage to 50% of its managed assets. As of June 30,
2013, the Fund had aggregate economic leverage of 26% from reverse repurchase agreements as a percentage of its total
managed assets.

Derivative Financial Instruments
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The Fund may invest in various derivative financial instruments, including financial futures contracts, options, swaps and foreign
currency exchange contracts, as specified in Note 4 of the Notes to Financial Statements, which may constitute forms of economic
leverage. Such derivative financial instruments are used to obtain exposure to a security, index and/or market without owning or
taking physical custody of securities or to hedge market, credit, equity and/or foreign currency exchange rate risk. Derivative
financial instruments involve risks, including the imperfect correlation between the value of a derivative financial instrument and the
underlying asset, possible default of the counterparty to the transaction or illiquidity of the derivative financial instrument. The
Fund�s ability to use a derivative financial instrument successfully depends on the investment advisor�s ability to predict pertinent
market movements accurately, which cannot be assured. The use of derivative financial instruments may result in losses greater
than if they had not been used, may require the Fund to sell or purchase portfolio investments at inopportune times or for
distressed values, may limit the amount of appreciation the Fund can realize on an investment, may result in lower dividends paid
to shareholders or may cause the Fund to hold an investment that it might otherwise sell. The Fund�s investments in these
instruments are discussed in detail in the Notes to Financial Statements.

8BLACKROCK ENHANCED GOVERNMENT FUND, INC. JUNE 30, 2013
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Schedule of Investments June 30, 2013 (Unaudited) (Percentages shown are based on Net Assets)

Asset-Backed Securities
Par 
(000) Value

First Franklin Mortgage Loan Asset-Backed Certificates, Series
2005-FF2, Class M2,
0.63%, 3/25/35 (a)   $ 1,914   $  1,902,498
Motor Plc, Series 12A, Class A1C, 1.29%, 2/25/20 (b) 252 252,459
Securitized Asset-Backed Receivables LLC Trust (a):
Series 2005-0P1, Class M2, 0.64%, 1/25/35 1,926 1,719,991
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