
ABERDEEN AUSTRALIA EQUITY FUND INC
Form 497
December 08, 2010

Aberdeen Australia Equity Fund, Inc.

Statement of Additional Information

December 8, 2010

Aberdeen Australia Equity Fund, Inc. (the �Fund�) is a non-diversified, closed-end management investment company, registered with the U.S.
Securities and Exchange Commission (�SEC�) under the Investment Company Act of 1940, as amended (�1940 Act�).

This Statement of Additional Information is not a prospectus, but should be read in conjunction with the Fund�s prospectus, dated December 8,
2010 (the �Prospectus�) and any related prospectus supplement.  The Statement of Additional Information does not include all information that a
prospective investor should consider before purchasing the Fund�s shares, and investors should obtain and read the Prospectus and any related
prospectus supplement prior to purchasing such shares.  Capitalized terms used but not defined in this Statement of Additional Information have
the meanings ascribed to them in the Prospectus and any related prospectus supplement.

You may call 1-866-839-5205 or email InvestorRelations@aberdeen-asset.com to obtain, free of charge, copies of the Prospectus and any
related prospectus supplement.  The Fund�s Prospectus is also available on the Fund�s website at www.aberdeeniaf.com.  You may also obtain a
copy of the Prospectus on the SEC�s website (http://www.sec.gov).

No person has been authorized to give any information or to make any representations not contained in the Prospectus or any related prospectus
supplement or in this Statement of Additional Information in connection with the offering made by the Prospectus and any related prospectus
supplement, and, if given or made, such information or representations must not be relied upon as having been authorized by the Fund.  The
Prospectus and any related prospectus supplement and the Statement of Additional Information do not constitute an offering by the Fund in any
jurisdiction in which such offering may not lawfully be made.
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HISTORY OF THE FUND

The Fund is a non-diversified, closed-end management investment company registered under the 1940 Act.  The Fund was incorporated under
the laws of the State of Maryland on September 30, 1985, under the name �The First Australia Fund, Inc.� Effective May 1, 2001, the Fund�s name
was changed to �Aberdeen Australia Equity Fund, Inc.� to reflect the fact that the Fund�s investment manager and investment adviser had been
acquired by Aberdeen Asset Management PLC in 2000.

MANAGEMENT OF THE FUND

The business and affairs of the Fund are managed under the direction of the Board of Directors (�Board�).  The Board approves all significant
agreements between the Fund and persons or companies furnishing services to it, including the Fund�s agreements with the Investment
Manager, Investment Adviser, Administrator, custodian and transfer agent, and the Independent Directors (as defined below) ratify the
agreement with the Fund�s independent registered public accounting firm.  The officers of the Fund serve at the pleasure of the Board of
Directors.  Aberdeen Asset Management Asia Limited (�AAMAL� or the �Investment Manager�) serves as the Fund�s Investment Manager, and
Aberdeen Asset Management Limited (�AAML� or the �Investment Adviser�) serves as the Fund�s Investment Adviser.

The Fund�s bylaws provide that the Board of Directors will be divided into three classes, as nearly equal in number as possible, each of which
will serve for three years, with one class being elected each year.  Each year the term of office of one class expires.  The names of the Directors
and officers of the Fund, and their addresses, ages and principal occupations during the past five years, are provided in the tables below. 
Directors who are deemed �interested persons� (as that term is defined in Section 2(a)(19) of the 1940 Act) of the Fund are included in the table
entitled �Interested Directors.� Directors who are not interested persons as described above are referred to in the table below, and elsewhere in this
Statement of Additional Information (�SAI�), as �Independent Directors.�

Interested Directors

Name, Address and Age

Position(s)
Held With
the Fund

Term of 
Office and
Length 

of Time Served
Principal Occupation(s)
During Past Five Years

Number of
Funds in
Fund

Complex*
Overseen by
Director

Other Directorships
Held by Director

During Past Five Years

Moritz Sell**
1 Crown Court
Cheapside London
EC2V 6LR
United Kingdom
Age: 43

Class I
Director

Term expires
2010; Director
since 2004

Mr. Sell has been a
director, market strategist
of Landesbank Berlin AG
(banking) and its
predecessor, now holding
company, Landesbank
Berlin Holding AG
(formerly named
Bankgesellschaft Berlin
AG) since 1996. He also
served as a Director of
the France Growth Fund
from 2000 until 2004.

1
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Hugh Young***
Aberdeen Asset
Management Asia Limited
21 Church Street #01-01
Capital Square Two
Singapore 049480
Age: 51

Class II
Director

Term expires
2011; Director
since 2001

Mr. Young is currently a
member of the Executive
Management Committee
of Aberdeen Asset
Management PLC, parent
company of the Fund�s
Investment Manager and
Investment Adviser. He
has been Managing
Director of Aberdeen
Asset Management Asia
Limited, the Fund�s
Investment Manager,
since 1991. Mr. Young
also served as a Director
of Aberdeen Asset
Managers (C.I.) Limited
(the Fund�s former
investment manager)
from 2000 to June 2005
and a Director of the
Investment Adviser since
2000. From 2001 to
February 2004,
Mr. Young was President
of the Fund and of
Aberdeen Asia-Pacific
Income Fund, Inc. and
Aberdeen Global Income
Fund, Inc.

1

* Aberdeen Asia-Pacific Income Fund, Inc., Aberdeen Global Income Fund, Inc., Aberdeen Chile Fund, Inc., Aberdeen Israel
Fund, Inc., Aberdeen Indonesia Fund, Inc., Aberdeen Latin America Equity Fund, Inc., Aberdeen Emerging Markets
Telecommunications Fund, Inc. and Aberdeen Funds have a common Investment Manager and/or Investment Adviser with the Fund,
or an investment adviser that is affiliated with the Investment Manager and Investment Adviser of the Fund, and may thus be deemed
to be part of the same �Fund Complex� as the Fund.

** Mr. Sell is deemed to be an interested person because he is an executive officer of Landesbank Berlin AG, the owner from time to
time of a significant amount of the outstanding shares of the Fund�s common stock. Landesbank Berlin AG owned approximately
4.79% of the outstanding shares of the Fund�s common stock as of March 24, 2010.

*** Mr. Young is deemed to be an interested person because of his affiliation with the Fund�s Investment Manager and Investment
Adviser.

2
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Independent Directors

Name, Address and Age

Position(s)
Held With
the Fund

Term of
Office and
Length
of Time
Served

Principal
Occupation(s)

During Past Five
Years

Number of
Funds in
Fund

Complex*
Overseen by
Director

Other Directorships
Held by Director

During Past Five Years

P. Gerald Malone°
48 Barmouth Road
Wandsworth, London
SW18 2DP
United Kingdom
Age: 59

Class II
Director

Term expires
2011; Director
since 2008

Mr. Malone has been a
solicitor for more than
five years. He has served
as a Minister of State in
the United Kingdom
Government. Mr. Malone
currently serves as
Independent Chairman of
one London AIM-listed
company (healthcare
software) in addition to a
privately owned
pharmaceutical company.
He is Chairman of the
Board of Directors of
Aberdeen Global Income
Fund, Inc. and Chairman
of the Board of Trustees
of the Aberdeen Funds.
He also previously served
as a director of
Regent-GM Ltd.
(pharmaceutical
manufacturing).

28 Aberdeen Asia-Pacific
Income Fund, Inc.;
Aberdeen Global Income
Fund, Inc.; Aberdeen
Funds

Neville J. Miles��(1)
The Warehouse
5 Bennett Place
Surry Hills NSW 2010
Australia
Age: 63

Chairman of
the Board;
Class I
Director

Term expires
2010; Director
since 1996

Mr. Miles is, and has
been for a period in
excess of ten years,
Chairman of Ballyshaw
Pty. Ltd. (share trading,
real estate development,
and investment). He also
is a non-executive
director of a number of
Australian companies.

3 Aberdeen Asia-Pacific
Income Fund, Inc.;
Aberdeen Global Income
Fund, Inc.

William J. Potter�°
c/o Aberdeen Asset

Class III Term expires
2012; Director

Mr. Potter has been
Chairman of

3 Aberdeen Asia-Pacific
Income

3
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Name, Address and Age

Position(s)
Held With
the Fund

Term of
Office and
Length
of Time
Served

Principal
Occupation(s)

During Past Five
Years

Number of
Funds in
Fund

Complex*
Overseen by
Director

Other Directorships
Held by Director

During Past Five Years

Management Asia Limited
21 Church Street #01-01
Capital Square Two
Singapore 049480
Age: 61

Director since 1985 Meredith Financial Group
(investment management)
since 2004. He was
President of Kingsdale
Capital Markets (USA)
Inc. (private placement
broker) from 2004
through June 2005, and
President of Ridgewood
Group International Ltd.,
(international consulting
and merchant banking
company) from 1996 to
2004.

Fund, Inc.; Aberdeen
Global Income Fund, Inc.

Peter D. Sacks�(1)
c/o Aberdeen Asset
Management Asia Limited
21 Church Street #01-01
Capital Square Two
Singapore 049480
Age: 64

Class II
Director

Term expires
2011; Director
since 1999

Mr. Sacks has been a
Managing Partner of
Toron Capital
Markets, Inc. (investment
management) since 1988.

28 Aberdeen Asia Pacific
Income Fund, Inc.;
Aberdeen Global Income
Fund, Inc.; Aberdeen
Funds

John T. Sheehy��(1)
B.V. Murray and Company
666 Godwin Avenue
Suite 300
Midland Park, NJ 07432
Age: 67

Class III
Director

Term expires
2012; Director
since 1985

Mr. Sheehy has been a
Managing Member of
Pristine Capital Partners,
LLC (venture capital)
since 2007, Senior
Managing Director of
B.V. Murray and
Company (investment
banking) since 2001, and
Managing Member of
The Value Group LLC
(water purification
technology development
firm) from 1997 to 2009.

28 Aberdeen Asia Pacific
Income Fund, Inc.;
Aberdeen Global Income
Fund, Inc.; Aberdeen
Funds

Brian M. Sherman
2 Paddington Street
Paddington, NSW 2021
Australia
Age: 66

Class III
Director

Term expires
2012; Director
since 2008

Mr. Sherman has been
Chairman of Sherman
Group Limited
(investment company)
since 2001 and Chairman
of Aberdeen Leaders  

2 Aberdeen Asia Pacific
Income Fund, Inc.

4
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Name, Address and Age

Position(s)
Held With
the Fund

Term of
Office and
Length
of Time
Served

Principal
Occupation(s)

During Past Five
Years

Number of
Funds in
Fund

Complex*
Overseen by
Director

Other Directorships
Held by Director

During Past Five Years

Limited (investment
company) since 1987.
Mr. Sherman was a
Director of the Aberdeen
Global Income Fund, Inc.
from the fund�s inception
to December 2000. He
was also a Chairman and
Managing Director of
Aberdeen Asia-Pacific
Income Investment
Company Limited from
1986 to 2001 and was a
director of this fund from
1986 to March 2008. He
was President of the
Board of Trustees of the
Australian Museum from
2001 to October 2007. He
was also a Director of
Ten Network Holdings
Ltd. (television) from
1998 to October 2007.

* Aberdeen Asia-Pacific Income Fund, Inc., Aberdeen Global Income Fund, Inc., Aberdeen Chile Fund, Inc., Aberdeen
Israel Fund, Inc., Aberdeen Indonesia Fund, Inc., Aberdeen Latin America Equity Fund, Inc., Aberdeen Emerging Markets Telecommunications
Fund, Inc. and Aberdeen Funds have a common Investment Manager and/or Investment Adviser with the Fund, or an investment adviser that is
affiliated with the Investment Manager and Investment Adviser of the Fund, and may thus be deemed to be part of the same �Fund Complex� as
the Fund.

� Messrs. Miles, Potter and Sheehy are members of the Contract Review Committee.

� Messrs. Miles, Sacks and Sheehy are members of the Audit and Valuation Committee.

° Messrs. Malone, Miles and Potter are members of the Nominating and Corporate Governance Committee.

(1) Messrs. Miles, Sacks and Sheehy are members of the Cost Review Committee.
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The Board of Directors indicated in the proxy statement for the Fund�s 2004 Annual Meeting of Shareholders that, if the Fund�s shareholders
voted to recommend the adoption of the alternative Director qualifications set forth in such proxy statement, the Board would amend the Fund�s
bylaws accordingly.  The Board of Directors further indicated in such proxy statement that, in the event the bylaws were so amended by the
Board, then it was the intention of the Board of Directors promptly thereafter to increase the size of the Board by one director and to elect one
representative of Bankgesellschaft Berlin AG (�BGB�) to the Board of Directors for a three-year term as a Class I Director, provided that, at the
time of such appointment, BGB continued to own at least 25% of the Fund�s common stock, and further provided that such representative then
satisfied the alternative director qualifications.  At the 2004 Annual Meeting of Shareholders, the shareholders voted to recommend that the
Board amend such provisions of the bylaws by adopting the alternative director qualifications.  BGB submitted Mr. Moritz Sell as its proposed
representative to serve on the Board of Directors.  The Fund�s Nominating Committee, composed entirely of Independent Directors, determined
that Mr. Sell met the alternative director qualifications and was otherwise an appropriate candidate to serve as a Director of the Fund.  In
May 2004, the Board amended the Fund�s bylaws to adopt the alternative director qualifications and increased the size of the Board of Directors
by one Director.  Upon the recommendation of the Nominating Committee, the Board of Directors appointed Mr. Sell as a Class I Director to
serve for the remainder of a three-year term expiring at the Annual Meeting of Shareholders to be held in 2007.  BGB informed the Fund that
Mr. Sell had been a director, market strategist, with BGB since 1996.  Upon Mr. Sell�s initial appointment, BGB informed the Fund that BGB
agreed to indemnify Mr. Sell in connection with his service as a Director of the Fund.  Based upon information in an amendment to BGB�s
Statement on Schedule 13D with respect to the Fund�s shares, effective August 29, 2006, the name of BGB was changed to Landesbank Berlin
Holding AG and all of the assets of BGB were transferred to Landesbank Berlin AG (�LB�).  Mr. Sell is now employed by LB, the entity which
owns the shares of the Fund�s common stock previously owned by BGB.  At the 2007 Annual Meeting of Shareholders, Mr. Sell was elected by
shareholders, not as the representative of LB or BGB, but in his own capacity, as a Class I Director of the Fund to serve a three-year term
expiring at the Annual Meeting of Shareholders to be held in 2010.  BGB has informed the Fund that, because Mr. Sell no longer serves as a
Director who is a representative of LB or BGB, he is no longer indemnified by LB or BGB in connection with such service.

5
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Additional Information about the Directors

The Board believes that each Director�s experience, qualifications, attributes or skills on an individual basis and in combination with those of the
other Directors lead to the conclusion that the Directors possess the requisite experience, qualifications, attributes and skills to serve on the
Board.  The Board believes that the Directors� ability to review critically, evaluate, question and discuss information provided to them; to interact
effectively with AAMAL, AAML, other service providers, counsel and independent auditors; and to exercise effective business judgment in the
performance of their duties, support this conclusion.  The Board has also considered the contributions that each Director can make to the Board
and the Fund.  A Director�s ability to perform his duties effectively may have been attained through the Director�s executive, business, consulting,
and/or legal positions; experience from service as a Director of the Fund and other funds/portfolios in the Aberdeen fund complex, other
investment funds, public companies, or non-profit entities or other organizations; educational background or professional training or practice;
and/or other life experiences.  In this regard, the following specific experience, qualifications, attributes and/or skills apply as to each Director in
addition to the information set forth in the table above: Mr. Young, investment management experience in director and executive roles within the
Aberdeen complex and director experience with other investment management companies; Mr. Malone, legal background and public service
leadership experience, board experience with other public and private companies, and executive and business consulting experience; Mr. Miles,
financial services, investment management and executive experience and board experience with various Australian public and private
companies; Mr. Potter, financial services, investment management and merchant banking experience, executive and consulting experience, and
board experience with public companies and non-profit organizations; Mr. Sacks, accounting background (chartered accountant in Canada and
South Africa), treasury experience in banking organizations, investment management and executive experience; Mr. Sell, director and executive
experience at an investment banking and trading firm and board experience with another closed-end fund outside of the Aberdeen complex; 
Mr. Sheehy, executive experience at venture capital and investment banking firms, as well as board experience at several public and private
companies; and Mr. Sherman, executive and investment management experience, and board experience at various public and private companies
and non-profit organizations.

The Board believes that the significance of each Director�s experience, qualifications, attributes or skills is an individual matter (meaning that
experience important for one Director may not have the same value for another) and that these factors are best evaluated at the Board level, with
no single Director, or particular factor, being indicative of Board effectiveness.  In its periodic self-assessment of the effectiveness of the Board,
the Board considers the complementary individual skills and experience of the individual Directors in the broader context of the Board�s overall
composition so that the Board, as a body, possesses the appropriate (and appropriately diverse) skills and experience to oversee the business of
the Fund. References to the qualifications, attributes and skills of Directors are pursuant to requirements of the Securities and Exchange
Commission, do not constitute holding out the Board or any Director as having any special expertise or experience, and shall not impose any
greater responsibility or liability on any such person or on the Board by reason thereof.

Officers Who Are Not Directors

The names of the officers of the Fund who are not Directors, their addresses, ages and principal occupations during the past five years are
provided in the table below:

Name, Address and Age
Position(s) Held
With the Fund

Term of Office*
and Length of
Time Served

Principal Occupation(s)
During Past Five Years

William Baltrus**
Aberdeen Asset Management Inc.
1735 Market Street, 32nd Floor
Philadelphia, PA 19103
Age: 42

Vice President Since 2008 Currently, Head of Fund Operations for
Aberdeen Asset Management Inc. Prior to
joining Aberdeen Asset Management Inc. in
November 2007, he was Vice President of
Administration for Nationwide Funds Group
from 2000-2007.
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Alan Goodson**
Aberdeen Asset Management Inc.
1735 Market Street, 32nd Floor
Philadelphia, PA 19103
Age: 35

Vice President Since 2009 Currently, Head of US Collective Funds and
Vice President of Aberdeen Asset Management
Inc. Head of Finance (from 2000 to May 2005)
and Company Secretary (from 2001 to
May 2005) of Aberdeen Private Wealth
Management Limited; Finance Director and
Company Secretary of Aberdeen Asset
Managers Jersey Limited (from 2002 to
November 2005); Company Secretary of
Aberdeen Asset Managers (C.I.) Limited (from
2001 to June 2005).

Mark Daniels
Aberdeen Asset Management Limited
Level 6, 201 Kent Street
Sydney, NSW 2000
Australia
Age: 54

Vice President Since 2005 Currently, Head of Australian Equities of the
Aberdeen Group (asset management group
consisting of subsidiaries of Aberdeen Asset
Management PLC) (since 2005); Fund Manager
of Aberdeen Asset Managers Limited (affiliate
of the Fund�s Investment Manager and
Investment Adviser) (1990 to 2005).

6
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Name, Address and Age
Position(s) Held
With the Fund

Term of Office*
and Length of
Time Served

Principal Occupation(s)
During Past Five Years

Martin J. Gilbert
Aberdeen Asset Management PLC
10 Queen�s Terrace
Aberdeen, Scotland
ABIO 1YG
Age: 54

Vice President Since 2008 Mr. Gilbert is one of the founding directors, and
has been the Chief Executive and an Executive
Director, of Aberdeen Asset Management PLC,
the parent company of the Fund�s Investment
Manager and Investment Adviser, since 1983.
He was President of the Fund, of Aberdeen
Global Income Fund, Inc. and of Aberdeen
Asia-Pacific Income Fund, Inc. from
February 2004 to March 2008. He was Chairman
of the Board of the Fund and Aberdeen
Asia-Pacific Income Fund, Inc. from 2001 to
September 2005. He has been a Director of
Aberdeen Asset Management Asia Limited, the
Fund�s Investment Manager, since 1991, a
Director of Aberdeen Asset Management
Limited, the Fund�s Investment Adviser, since
2000, and a Director of Aberdeen Asset
Managers (C.I.) Limited, the Fund�s former
investment manager, from 2000 to 2005. He has
been a Director since 1995, and was President
since September 2006 of Aberdeen Asset
Management Inc., the Fund�s Administrator.
Mr. Gilbert has also served as Trustee of
Aberdeen Funds since December 2007.

Sharon Greenstein**
Aberdeen Asset Management Inc.
1735 Market Street, 32nd Floor
Philadelphia, PA 19103
Age: 32

Assistant Treasurer Since 2009 Currently, Fund Accounting Manager for
Aberdeen Asset Management Inc. Joined
Aberdeen Asset Management Inc. as a Senior
Fund Administrator in 2008. Prior to joining
Aberdeen Asset Management Inc.,
Ms. Greenstein was an Accounting Analyst at
Delaware Investments.

Matthew Keener**
Aberdeen Asset Management Inc.
1735 Market Street, 32nd Floor
Philadelphia, PA 19103
Age: 33

Assistant Treasurer Since 2008 Currently, Senior Product Manager for Aberdeen
Asset Management Inc. Mr. Keener joined
Aberdeen Asset Management Inc. in 2006 as a
Fund Administrator. Prior to joining Aberdeen
Asset Management Inc., Mr. Keener was a
Private Equity Supervisor with SEI Investments
(2004-2006).

Megan Kennedy**
Aberdeen Asset Management Inc.
1735 Market Street, 32nd Floor
Philadelphia, PA 19103
Age: 35

Vice President,
Secretary

Since 2008 Currently, Head of Product Management for
Aberdeen Asset Management Inc. Ms. Kennedy
joined Aberdeen Asset Management Inc. in 2005
as a Senior Fund Administrator. Ms. Kennedy
was promoted to Assistant Treasurer Collective
Funds/North American Mutual Funds in
February 2008 and promoted to Treasurer
Collective Funds/North American Mutual Funds
in July 2008. Prior to joining Aberdeen Asset
Management Inc., Ms. Kennedy was a Private
Equity Manager with PFPC (2002-2005).

7
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Name, Address and Age
Position(s) Held
With the Fund

Term of Office*
and Length of
Time Served

Principal Occupation(s)
During Past Five Years

Andrea Melia**
Aberdeen Asset Management Inc.
1735 Market Street, 32nd Floor
Philadelphia, PA 19103
Age: 40

Treasurer, Principal
Accounting Officer

Since 2009 Currently, Head of Fund Accounting for
Aberdeen Asset Management Inc. Ms. Melia
joined Aberdeen Asset Management Inc. in
September 2009. Prior to joining Aberdeen,
Ms. Melia was Director of fund administration
and accounting oversight for Princeton
Administrators LLC, a division of BlackRock
Inc. and had worked with Princeton
Administrators since 1992.

Jennifer Nichols**
Aberdeen Asset Management Inc.
1735 Market Street, 32nd Floor
Philadelphia, PA 19103
Age: 31

Vice President and
Chief Compliance
Officer

Vice President since
2008 and Chief
Compliance Officer
since 2010

Currently, Vice President and Head of Legal -
US for Aberdeen Asset Management Inc.
Ms. Nichols joined Aberdeen Asset Management
Inc. in October 2006. Prior to that, Ms. Nichols
was an associate attorney in the Financial
Services Group of Pepper Hamilton LLP (law
firm) (2003-2006). Ms. Nichols graduated in
2003 with a J.D. from the University of Virginia
School of Law.

Christian Pittard**
Aberdeen Asset Management
Investment Services Limited
One Bow Churchyard
London EC4 M9HH
United Kingdom
Age: 36

President Since 2009 Currently Group Development Director,
Collective Funds for Aberdeen Asset
Management Investment Services Limited.
Previously Director and Vice President
(2006-2008), Chief Executive Officer (from
October 2005 to September 2006) and employee
(since June 2005) of Aberdeen Asset
Management Inc.; Member of Executive
Management Committee of Aberdeen Asset
Management PLC (since August 2005);
Managing Director of Aberdeen Asset Managers
(C.I.) Limited (from 2000 to June 2005);
Managing Director of Aberdeen Private Wealth
Management Limited (affiliate of the Fund�s
Investment Manager Investment Adviser and
Investment Sub-Adviser) (from 2000 to
May 2005).

Lucia Sitar**
Aberdeen Asset Management Inc.
1735 Market Street, 32nd Floor
Philadelphia, PA 19103
Age: 38

Assistant Secretary Since 2008 Currently, U.S. Counsel for Aberdeen Asset
Management Inc. Ms. Sitar joined Aberdeen
Asset Management Inc. in July 2007. Prior to
that, Ms. Sitar was an associate attorney in the
Investment Management Group of Stradley
Ronon Stevens & Young LLP (law firm)
(2000-2007).

8
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Name, Address and Age
Position(s) Held
With the Fund

Term of Office*
and Length of
Time Served

Principal Occupation(s)
During Past Five Years

Timothy Sullivan**
Aberdeen Asset Management Inc.
1735 Market Street, 32nd Floor
Philadelphia, PA 19103
Age: 48

Vice President Since 2008 Currently, Head of Product Development
Collective Funds/North American Mutual Funds
and Vice President of Aberdeen Asset
Management Inc. Mr. Sullivan joined Aberdeen
Asset Management Inc. in 2000.

* Officers hold their positions with the Fund until a successor has been duly elected and qualified.  Officers are generally
elected annually at the meeting of the Board of Directors next following the annual meeting of shareholders.  The officers were last elected on
March 8, 2010.

** Mr. Baltrus, Mr. Goodson, Ms. Greenstein, Mr. Keener, Ms. Kennedy, Ms. Melia, Ms. Nichols, Mr. Pittard, Ms. Sitar and
Mr. Sullivan hold the same position(s) with Aberdeen Asia-Pacific Income Fund, Inc., Aberdeen Global Income Fund, Inc., Aberdeen Chile
Fund, Inc., Aberdeen Israel Fund, Inc., Aberdeen Indonesia Fund, Inc., Aberdeen Latin America Equity Fund, Inc., and Aberdeen Emerging
Markets Telecommunications Fund, Inc. and Aberdeen Funds, each of which may be deemed to be a part of the same �Fund Complex� as the
Fund.

Although the Fund is a Maryland corporation, certain of its Directors and officers (Messrs. Malone, Miles, Potter, Sacks, Sell, Sherman, Young,
Bovingdon, Daniels and Gilbert) are non-residents of the United States and have all, or a substantial part, of their assets located outside the
United States.  None of the Directors or officers has authorized an agent in the United States to receive notice.

The Fund�s bylaws provide that the Fund shall indemnify its current and former Directors and officers against liabilities and expenses, and that
such Directors and officers shall be entitled to advances from the Fund for payment of reasonable expenses incurred by them to the maximum
extent permitted by the Maryland General Corporation Law and the Investment Company Act of 1940, as amended, in connection with matters
as to which they are seeking indemnification in which they may be involved because of their position with the Fund.  The Fund�s bylaws do not,
however, indemnify any current or former Director or officer against any liability to the Fund or any shareholder to which such Director or
officer would otherwise be subject by reason of willful misfeasance, bad faith, gross negligence or reckless disregard of the duties involved in
the conduct of his or her office.

The Fund has entered into a separate agreement with each of the Fund�s Directors, pursuant to which the Fund has agreed to indemnify each
Director against expenses reasonably incurred by such Director in a proceeding arising out of or in connection with the Director�s service to the
Fund, to the maximum extent permitted by the Maryland General Corporation Law and the Investment Company Act of 1940, as amended.

Board and Committee Structure

The Board of Directors is composed of six Independent Directors and two Interested Directors, Hugh Young and Moritz Sell. The Fund�s bylaws
provide that the Board shall be divided into three classes, as nearly equal in number as possible, each of which will serve for three years, with
one class being elected each year. The Board has appointed Mr. Miles, an Independent Director, as Chairman. The Chairman presides at
meetings of the Directors, participates in the preparation of the agenda for meetings of the Board, and acts as a liaison between the Independent
Directors and the Fund�s management between Board meetings. Except for any duties specified herein, the designation of the Chairman does not
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impose on such Director any duties, obligations or liability that is greater than the duties, obligations or liability imposed on such person as a
member of the Board, generally.

The Board holds regular quarterly meetings each year to consider and address matters involving the Fund.  The Board also may hold special
meetings to address matters arising between regular meetings.  The Independent Directors also meet outside the presence of management in
executive session at least quarterly and have engaged separate, independent legal counsel to assist them in performing their oversight
responsibilities.

The Board has established a committee structure that includes an Audit and Valuation Committee, a Contract Review Committee, a Nominating
and Corporate Governance Committee, and a Cost Review Committee (each discussed in more detail below) to assist the Board in the oversight
and direction of the business affairs of the Fund, and from time to time may establish informal ad hoc committees or working groups to review
and address the practices of the Fund with respect to specific matters.  The Committee system facilitates the timely and efficient consideration of
matters by the Directors, and facilitates effective oversight of compliance with legal and regulatory requirements and of the Fund�s activities and
associated risks.  The standing Committees currently conduct an annual review of their charters, which includes a review of their responsibilities
and operations.  The Nominating and Corporate Governance Committee and the Board as a whole also conduct an annual evaluation of the
performance of the Board, including consideration of the effectiveness of the Board�s committee structure.  Each Committee is comprised
entirely of Independent Directors.  The Board reviews its structure regularly and believes that its leadership structure, including having a
super-majority of Independent Directors, coupled with an Independent Director as Chairman, is appropriate because it allows the Board to
exercise informed and independent judgment over the matters under its purview and it allocates areas of responsibility among the Committees
and the full Board in a manner that enhances efficient and effective oversight.

Audit and Valuation Committee

The Audit and Valuation Committee, established in accordance with Section 3(a)(58)(A) of the Securities Exchange Act of 1934, as amended
(the �1934 Act�), is responsible for the selection and engagement of the Fund�s independent registered public accounting firm (subject to
ratification by the Fund�s Independent Directors), pre-approves and reviews both the audit and non�audit work of the Fund�s independent
registered public accounting firm, and reviews compliance by the Fund with regulations of the SEC and the Internal Revenue Service, and other
related matters.  The members of the Fund�s Audit and Valuation Committee are Messrs. Neville J. Miles, Peter D. Sacks and John T. Sheehy.

9
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The Audit and Valuation Committee oversees the activities of the Fund�s Pricing Committee and performs the responsibilities assigned to the
Audit and Valuation Committee in the Fund�s Valuation and Liquidity Procedures, such as overseeing the implementation of the Fund�s Valuation
and Liquidity Procedures.  The Board of Directors has delegated to the Audit and Valuation Committee the responsibility of determining the fair
value of the Fund�s securities or other assets in situations set forth in the Valuation and Liquidity Procedures.

Contract Review Committee

The Contract Review Committee reviews and makes recommendations to the Board of Directors with respect to entering into, renewing or
amending the Fund�s management agreement, advisory agreement, administration agreement, investor relations services agreement and other
agreements.  The members of the Fund�s Contract Review Committee are Messrs. Neville J. Miles, William J. Potter and John T. Sheehy.

Nominating and Corporate Governance Committee; Consideration of Potential Director Nominees

The Nominating and Corporate Governance Committee recommends nominations for membership on the Board of Directors and reviews and
evaluates the effectiveness of the Board in its role in governing the Fund and overseeing the management of the Fund.  It evaluates candidates�
qualifications for Board membership and, with respect to nominees for positions as Independent Directors, their independence from the Fund�s
Investment Manager and Investment Adviser and other principal service providers.  The Committee generally meets twice annually to identify
and evaluate nominees for Director and makes its recommendations to the Board at the time of the Board�s December meeting.  The Committee
also periodically reviews Director compensation and will recommend any appropriate changes to the Board as a group.  The Committee also
reviews and may make recommendations to the Board relating to those issues that pertain to the effectiveness of the Board in carrying out its
responsibilities in governing the Fund and overseeing the management of the Fund.  The members of the Fund�s Nominating and Corporate
Governance Committee are Messrs. P. Gerald Malone, Neville J. Miles and William J. Potter.

The Committee will consider potential Director candidates recommended by Fund shareholders provided that: (i) the proposed candidates satisfy
the director qualification requirements set forth in the Fund�s bylaws, and (ii) in addition to the procedures and requirements as are set forth in the
Fund�s bylaws, the nominating shareholders comply with the Fund�s Policies for Consideration of Board Member Candidates Submitted by Fund
Stockholders (�Policies�).  These Policies set forth requirements that shareholder candidates must meet in order to be eligible for consideration by
the Committee.  A shareholder or shareholder group submitting a candidate to the Nominating and Corporate Governance Committee must
direct the submission to the attention of the Fund�s Secretary, who will forward such submission to the Committee for consideration.  Notice of
shareholder proposals must be provided to the Fund�s Secretary not earlier than the 150th day and not later than 5:00 p.m., Eastern Time, on the
120th day prior to the first anniversary of the date of the preceding year�s proxy statement.  The submission must include the following:

(1)           Contact information for the nominating shareholder or shareholder group;

(2)           A certification from the nominating shareholder or shareholder group providing that the shares have been held continuously for at least
two years as of the date of the submission of the candidate, and will continue to be held through the date of the Shareholders� Meeting;

(3)           The candidate�s contact information and the number of applicable Fund shares owned by the candidate;
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(4)           All information regarding the candidate that would be required to be disclosed in solicitations of proxies for elections of Directors
required by Regulation 14A under the 1934 Act;

10
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(5)           A notarized letter executed by the candidate, stating his or her intention to serve as a candidate and consent to be named in the Fund�s
proxy statement and form of proxy, if so designated by the Fund�s Board, and to serve as a Director if so elected;

(6)           A representation that, to the knowledge of the nominating shareholder or shareholder group, the nominee�s candidacy or, if elected,
board membership, would not violate controlling state law or federal law or rules of a national securities exchange or national securities
association applicable to the Fund; and

(7)           A statement as to whether or not, during the past ten years, the nominating shareholder or any member of the nominating shareholder
group has been convicted in a criminal proceeding (excluding traffic violations or similar misdemeanors) and, if so, the dates, the nature of the
conviction, the name or other disposition of the case; and whether the individual has been involved in any other legal proceedings during the last
five years, as specified in Item 401(f) of Regulation S-K.  When the nominating shareholder or any member of the nominating shareholder group
is a general or limited partnership, syndicate or other group, the foregoing information must be provided with respect to (i) each partner of the
general partnership; (ii) each partner who is, or functions as, a general partner of the limited partnership; (iii) each member of the syndicate or
group; and (iv) each person controlling the partner or member.  If the nominating shareholder or any member of the nominating shareholder
group is a corporation or if a person referred to in (i)-(iv) of the preceding sentence is a corporation, the foregoing information must be provided
with respect to (a) each executive officer and director of the corporation; (b) each person controlling the corporation; and (c) each executive
officer and director of any corporation or other person ultimately in control of the corporation.

In addition, with respect to Independent Director candidates, the shareholder or shareholder group submitting the candidate must also furnish a
copy of the Schedule 13G or Schedule 13D filed with the SEC by the nominating shareholder or the nominating shareholder group.

In the event that a submission is deficient, the Committee will have sole discretion whether to seek corrections of such submission or to exclude
a candidate from consideration.

Cost Review Committee

The Cost Review Committee reviews on an ongoing basis the fees and expenses incurred by the Fund, to ensure that such expenses are
commensurate with the services provided. The members of the Fund�s Cost Review Committee are Messrs. Neville J. Miles, Peter D. Sacks and
John T. Sheehy.

Board Oversight of Risk Management

The Fund is subject to a number of risks, including, among others, investment, compliance, operational and valuation risks.  Risk oversight
forms part of the Board�s general oversight of the Fund and is addressed as part of various Board and Committee activities.  The Board has
adopted, and periodically reviews, policies and procedures designed to address these risks.  Different processes, procedures and controls are
employed with respect to different types of risks.  Day-to-day risk management functions are subsumed within the responsibilities of AAMAL,
who carries out the Fund�s investment management and business affairs, and also by AAML, and other service providers in connection with the
services they provide to the Fund. Each of AAMAL and AAML and other service providers have their own, independent interest in risk
management, and their policies and methods of risk management will depend on their functions and business models.  As part of its regular
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oversight of the Fund, the Board, directly and/or through a Committee, interacts with and reviews reports from, among others, AAMAL, AAML,
and the Fund�s other service providers (including the Fund�s transfer agent), the Fund�s Chief Compliance Officer, the Fund�s independent
registered public accounting firm, legal counsel to the Fund, and internal auditors, as appropriate, relating to the operations of the Fund. The
Board also requires AAMAL to report to the Board on other matters relating to risk management on a regular and as-needed basis.  The Board
recognizes that it may not be possible to identify all of the risks that may affect the Fund or to develop processes and controls to eliminate or
mitigate their occurrence or effects.  The Board may, at any time and in its discretion, change the manner in which it conducts risk oversight.

Board and Committee Meetings in Fiscal 2010

During the Fund�s fiscal year ended October 31, 2010, the Board of Directors held four regular meetings and two special meetings; the Audit and
Valuation Committee held two meetings; the Contract Review Committee held two meetings, the Nominating and Corporate Governance
Committee held two meetings and the Cost Review Committee held one meeting.

Ownership of Securities by Directors and Officers

Mr. Moritz Sell is a director, market strategist of Landesbank Berlin AG (�LB�), and was initially appointed as a Director of the Fund as the
representative of Bankgesellschaft Berlin AG (�BGB�), now known as Landesbank Berlin Holding AG (�LBH�), the parent company of LB.  At the
2007 Annual Meeting of Shareholders, Mr. Sell was elected by shareholders to serve a three-year term as a Class I Director of the Fund expiring
at the Annual Meeting of Shareholders to be held in 2010.  Based solely upon information contained in filings made by LB with the SEC with
respect to the Fund�s shares, as of March 24, 2010, LB was the beneficial owner of 921,356 shares of the Fund�s common stock (constituting
approximately 4.79% of the Fund�s shares then outstanding).  See �Principal Holders of Securities.�
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The information as to ownership of securities which appears below is based on statements furnished to the Fund by its Directors and officers.

As of December 31, 2009, the dollar range of equity securities owned beneficially by each Director in the Fund and in any registered investment
companies overseen by the Director within the same family of investment companies as the Fund was as follows:

Name of Director
Dollar Range of Equity
Securities in the Fund

Aggregate Dollar Range of Equity
Securities in All Registered Investment
Companies Overseen by Director in
Family of Investment Companies*

Interested Directors
Moritz Sell $10,001- $50,000** $10,001- $50,000**
Hugh Young $10,001- $50,000 $10,001- $50,000
Independent Directors
P. Gerald Malone $10,001- $50,000 $10,001- $50,000
Neville J. Miles $10,001- $50,000 $10,001- $50,000
William J. Potter $10,001- $50,000 $10,001- $50,000
Peter D. Sacks $10,001- $50,000 $10,001- $50,000
John T. Sheehy $10,001- $50,000 $10,001- $50,000
Brian M. Sherman $10,001- $50,000 $10,001- $50,000

* Aggregate Dollar Range shown includes equity securities of the Fund, and of Aberdeen Asia-Pacific Income Fund, Inc.,
Aberdeen Global Income Fund, Inc. and Aberdeen Indonesia Fund, Inc., all of which may be deemed to be in the same Family of Investment
Companies.

** Does not include shares of the Fund�s common stock owned by LB.  Mr. Sell is a director, market strategist of LB and was
initially appointed as a Director of the Fund as the representative of BGB.  At the 2007 Annual Meeting of Shareholders, Mr. Sell was elected as
a Director of the Fund in his own capacity and not as the representative of LB or LBH.

As of December 31, 2009, none of the Independent Directors or their immediate family members owned any shares of the Investment
Manager, Investment Adviser, or of any person (other than a registered investment company) directly or indirectly controlling, controlled by, or
under common control with the Investment Manager or Investment Adviser.

As of the date of this Statement of Additional Information, none of the Independent Directors or their immediate family members owned any
shares of the Fund�s principal underwriter, or of any person directly or indirectly controlling, controlled by, or under common control with, the
Fund�s principal underwriter.

As of November 15, 2010, the Directors and officers of the Fund owned less than 1% shares of the Fund�s common stock.

Compensation of Directors and Certain Officers
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The following table sets forth information regarding compensation of Directors by the Fund and by the fund complex of which the Fund is a part
for the fiscal year ended October 31, 2009.  Officers of the Fund and Directors who are interested persons of the Fund do not receive any
compensation directly from the Fund or any other fund in the fund complex for performing their duties as officers or Directors, respectively.

Each Independent Director receives a retainer fee of $19,000 per year and a fee of $2,000 per meeting for attendance at Board meetings.  In
addition, the Chairman of the Board receives a fee of $12,000 per year, the Chairman of the Contract Review Committee receives a fee of
$5,000 per year, and the Chairman of the Audit and Valuation Committee receives a fee of $5,000 per year.  There are no per meeting fees for
attendance at meetings of the Board�s standing committees (Contract Review Committee, Audit and Valuation Committee, and Nominating and
Corporate Governance Committee). Members of ad hoc committees of the Board receive a fee of $500 per meeting attended and the Chairman
of each ad hoc committee receives an additional fee of $500 per meeting attended.  However, the fees for attendance at ad hoc committee
meetings may be less than $500 per meeting, in certain instances where committee meetings are held jointly with committee meetings of other
funds in the same Fund Complex. Effective March 2010, the per meeting fee for Independent Director attendance at Board meetings increased to
$2,750 and the per meeting fee for each ad hoc meeting attended increased to $1,250.
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Compensation Table
Fiscal Year Ended October 31, 2009

Name of Director

Aggregate
Compensation
From Fund

Pension or Retirement
Benefits Accrued as

Part of Fund Expenses

Estimated Annual
Benefits Upon
Retirement

Total Compensation From
Fund and Fund Complex

Paid to Directors*

P. Gerald Malone $ 29,167 N/A N/A $ 160,500(28)
Neville J. Miles $ 46,833 N/A N/A $ 113,500(3)
William J. Potter $ 29,167 N/A N/A $ 94,500(3)
Peter D. Sacks $ 30,000 N/A N/A $ 125,000(28)
Moritz Sell $ 0 N/A N/A $ 0(1)
John T. Sheehy $ 34,833 N/A N/A $ 139,500(28)
Brian M. Sherman $ 28,500 N/A N/A $ 59,500(2)
Hugh Young $ 0 N/A N/A $ 0(1)

* The number in parentheses indicates the total number of boards in the fund complex on which the Director serves or
served at any time during the fiscal year ended October 31, 2009.

PRINCIPAL HOLDERS OF SECURITIES

To the best of the Fund�s knowledge, based upon filings made by the respective entities with the SEC, as of October 31, 2010, there were no
persons that beneficially owned five percent or more of the voting securities of the Fund.

 INVESTMENT MANAGEMENT, INVESTMENT ADVISORY AND OTHER AGREEMENTS

Background

Aberdeen Asset Management Asia Limited serves as the investment manager to the Fund (the �Investment Manager�) and Aberdeen Asset
Management Limited serves as investment adviser to the Fund (the �Investment Adviser�) pursuant to a management agreement dated as of
March 8, 2004 (the �Management Agreement�) and an investment advisory agreement dated as of March 8, 2004 (the �Advisory Agreement�),
respectively.  The Investment Manager, in accordance with the Fund�s stated investment objectives, policies and limitations and subject to the
supervision of the Fund�s Board of Directors, manages the Fund�s investments and makes investment decisions on behalf of the Fund, including
the selection of, and being responsible for the placement of orders with, brokers and dealers to execute the Fund�s portfolio transactions.  The
Investment Adviser makes recommendations to the Investment Manager as to specific portfolio securities, which are denominated in Australian
or New Zealand dollars, to be purchased, retained or sold by the Fund and provides or obtains such research and statistical data as may be
necessary in connection therewith.
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Upon the organization of the Fund in 1985, EquitiLink International Management Limited, an Australian corporation (�EIML�), served as the
Fund�s investment manager, and EquitiLink Australia Limited, an Australian corporation (�EAL�), served as the Fund�s investment adviser.  In
December 2000, Aberdeen Asset Management PLC, a Scots company (�Aberdeen PLC�), acquired the business of EIML and EAL, which
continued to serve as the investment manager and investment adviser, respectively, of the Fund.  In connection with this acquisition, EIML
entered into a new management agreement with the Fund, and EAL and EIML entered into a new investment advisory agreement with the
Fund.  Each of such agreements was approved by the Fund�s Board of Directors and separately by a majority of the Fund�s Independent Directors,
and subsequently by the Fund�s shareholders.  Following this acquisition, the name of EIML was changed to Aberdeen Asset Managers (C.I.)
Limited (�AAMCIL�) and the name of EAL was changed to Aberdeen Asset Management Limited (�AAML�).
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In December 2003, the Board of Directors approved the transfer by AAMCIL to Aberdeen Asset Management Asia Limited (�AAMAL�, an
affiliate of AAMCIL), of the rights and obligations of AAMCIL under the management agreement and the investment advisory agreement
entered into in December 2000.  This transfer was effected pursuant to the current Management Agreement and Advisory Agreement, both dated
as of March 8, 2004.  Prior to becoming the Fund�s Investment Manager, AAMAL and its personnel had been providing portfolio management,
research and trading services to the Fund pursuant to a Memorandum of Understanding with AAMCIL and AAML.  The transfer was not
intended to, and did not result in, any change in the fundamental investment processes, investment strategies or investment techniques employed
by portfolio managers and investment professionals in providing investment advisory services to the Fund, and did not result in any change in
the terms of the Fund�s management and advisory agreements, other than in the name of the investment manager.

The Investment Manager, Aberdeen Asset Management Asia Limited, is a Singapore corporation incorporated in 1991.  The registered office of
the Investment Manager is located at 21 Church Street, #01-01 Capital Square Two, Singapore 049480.  The Investment Manager serves as
Investment Manager to both equity and fixed income investment portfolios for a range of clients, including the Fund and three other U.S.
registered closed-end funds with aggregate net assets of approximately $2.921 billion as of September 15, 2010.

The Investment Adviser, Aberdeen Asset Management Limited, is an Australian corporation which is a wholly-owned subsidiary of the
Investment Manager.  The registered office of the Investment Adviser is located at Level 6, 201 Kent Street, Sydney, NSW 2000, Australia.  The
Investment Adviser�s principal business focus is to provide investment management services with regard to equity and fixed income investments
in Australian securities.

The Investment Manager is a wholly-owned subsidiary of Aberdeen PLC.  The registered offices of Aberdeen PLC are located at 10 Queen�s
Terrace, Aberdeen, Scotland AB10 1YG.  Aberdeen PLC is the parent company of an asset management group managing approximately
$261.18 billion of assets, as of August 31, 2010, for a range of pension funds, financial institutions, investment trusts, unit trusts, offshore funds,
charities and private clients, in addition to U.S. registered investment companies.
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Terms of the Management Agreement

The Management Agreement provides that the Investment Manager will manage, in accordance with the Fund�s stated investment objective,
policies and limitations and subject to the supervision of the Fund�s Board of Directors, the Fund�s investments and make investment decisions on
behalf of the Fund including the selection of, and being responsible for the placement of orders with, brokers and dealers to execute portfolio
transactions on behalf of the Fund.  The Management Agreement further provides that the Investment Manager will not be liable for any error of
judgment or for any loss suffered by the Fund in connection with matters to which the Management Agreement relates, except a loss resulting
from a breach of fiduciary duty with respect to receipt of compensation for services (in which case any award of damages shall be limited to the
period and the amount set forth in Section 36(b)(3) of the 1940 Act) or a loss resulting from willful misfeasance, bad faith or gross negligence on
its part in the performance of, or from reckless disregard by the Investment Manager of, its duties and obligations under the Management
Agreement.

The Management Agreement provides that the Investment Manager may, at its expense, employ, consult or associate with itself, such person or
persons as it believes necessary to assist it in carrying out its obligations thereunder, provided, however, that if any such person would be an
�investment adviser� (as that term is defined under the 1940 Act) to the Fund, (a) the Fund is a party to any contract with such a person and (b) the
contract is approved by the Fund�s shareholders and Directors, including Independent Directors, as required by the 1940 Act.

Management Fee.  The Management Agreement provides that the Fund will pay the Investment Manager a fee at the annual rate of 1.10% of the
Fund�s average weekly Managed Assets up to $50 million; 0.90% of Managed Assets between $50 million and $100 million; and 0.70% of
Managed Assets in excess of $100 million; computed as of the end of each week and payable at the end of each calendar month.  Managed
Assets are defined in the Management Agreement as net assets plus the amount of any borrowings for investment purposes.

For the fiscal years ended October 31, 2009, 2008 and 2007, the Fund paid management fees of $1,446,566, $2,278,916, and $2,286,243,
respectively.  The investment manager has informed the Fund that, during the same periods, the investment manager paid advisory fees of
$369,484, $557,873, and $546,796, respectively, to the Investment Adviser.

15

Edgar Filing: ABERDEEN AUSTRALIA EQUITY FUND INC - Form 497

25



Payment of Expenses.  The Management Agreement obligates the Investment Manager to bear all expenses of its employees, except as provided
in the following sentence, and overhead incurred in connection with its duties under the Management Agreement and to pay all salaries and fees
of the Fund�s Directors and officers who are interested persons (as defined in the 1940 Act) of the Investment Manager.  The Fund will bear all of
its own expenses, including: expenses of organizing the Fund; fees of the Fund�s Independent Directors; out-of-pocket expenses for all Directors
and officers of the Fund, including expenses incurred by the Investment Manager�s employees who serve as Directors and officers of the Fund,
which may be reimbursed by the Fund under the Fund�s policy governing reimbursement of Fund-related expenses; and other expenses incurred
by the Fund in connection with meetings of Directors and shareholders; interest expense; taxes and governmental fees including any original
issue taxes or transfer taxes applicable to the sale or delivery of shares or certificates therefor; brokerage commissions and other expenses
incurred in acquiring or disposing of the Fund�s portfolio securities; expenses in connection with the issuance, offering, distribution, sale or
underwriting of securities issued by the Fund; expenses of registering and qualifying the Fund�s shares for sale with the SEC and in various states
and foreign jurisdictions; auditing, accounting, insurance and legal costs; custodian, dividend disbursing and transfer agent expenses; and the
expenses of shareholders� meetings and of the preparation and distribution of proxies and reports to shareholders.

Duration and Termination.  The Management Agreement became effective as of March 8, 2004 for an initial term until December 22, 2004. 
The Management Agreement provides that it will continue in effect for successive 12-month periods, if not sooner terminated, provided that
each such continuance is specifically approved annually by (1) the vote of a majority of the Fund�s Board of Directors who are not parties to the
Management Agreement or interested persons (as defined in the 1940 Act) of any such party, cast in person at a meeting called for the purpose
of voting on such approval and (2) either (a) the vote of a majority of the outstanding voting securities of the Fund, or (b) the vote of a majority
of the Fund�s Board of Directors.  The Management Agreement may be terminated at any time by the Fund without the payment of any penalty,
by a vote of a majority of the Fund�s Board of Directors or a majority of the outstanding voting securities of the Fund upon at least 60 days�
written notice to the Investment Manager.  The Management Agreement will terminate automatically in the event of its assignment (as defined
in the 1940 Act).  In addition, the Investment Manager may terminate the Management Agreement upon at least 90 days� written notice to the
Fund.  Continuation of the Management Agreement was most recently approved unanimously by the Fund�s Board of Directors, and by the
Fund�s Independent Directors voting separately, at an in-person meeting held on September 7, 2010.

Terms of the Advisory Agreement

The Advisory Agreement provides that the Investment Adviser will make recommendations to the Investment Manager as to specific portfolio
securities, which are denominated in Australian or New Zealand dollars, to be purchased, retained or sold by the Fund and will provide or obtain
such research and statistical data as may be necessary in connection therewith.  The Advisory Agreement further provides that the Investment
Adviser will give the Investment Manager and the Fund the benefit of the Investment Adviser�s best judgment and efforts in rendering services
under the Advisory Agreement.

The Advisory Agreement provides that neither the Investment Manager nor the Investment Adviser will be liable for any error of judgment or
for any loss suffered by the Fund in connection with matters to which the Advisory Agreement relates, except a loss resulting from a breach of
fiduciary duty with respect to receipt of compensation for services (in which case any award of damages shall be limited to the period and the
amount set forth in Section 36(b)(3) of the 1940 Act) or a loss resulting from willful misfeasance, bad faith or gross negligence on the part of the
Investment Manager or the Investment Adviser, as appropriate, in the performance of, or from reckless disregard by such party of such party�s
obligations and duties under, the Advisory Agreement.

Advisory Fee.  Under the Advisory Agreement, the Investment Manager pays the Investment Adviser a fee computed at the annual rate of 0.30%
of the Fund�s average weekly Managed Assets up to $50 million; 0.25% of Managed Assets between $50 million and $100 million; and 0.15% of
Managed Assets in excess of $100 million; computed as of the end of each week and payable at the end of each calendar month.  Managed
Assets are defined in the Advisory Agreement as net assets plus the amount of any borrowings for investment purposes.
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Payment of Expenses.  The Advisory Agreement obligates the Investment Adviser to bear all expenses of its employees, except certain expenses
incurred by the Investment Adviser�s employees who serve as officers and Directors of the Fund which are reimbursed by the Fund under the
Fund�s policy governing reimbursement of Fund-related expenses.  The Advisory Agreement also obligates the Investment Adviser to bear all
overhead incurred in connection with its duties under the Advisory Agreement and to pay all salaries and fees of the Fund�s Directors and
officers who are interested persons (as defined in the 1940 Act) of the Investment Adviser but who are not interested persons of the Investment
Manager.

Duration and Termination.  The Advisory Agreement became effective as of March 8, 2004 for an initial term until December 22, 2004.  The
Advisory Agreement provides that it will continue in effect for successive 12-month periods, if not sooner terminated, provided that each such
continuance is specifically approved annually by (1) the vote of a majority of the Fund�s Board of Directors who are not parties to the Advisory
Agreement or interested persons (as defined in the 1940 Act) of any such party, cast in person at a meeting called for the purpose of voting on
such approval and (2) either (a) the vote of a majority of the outstanding voting securities of the Fund, or (b) the vote of a majority of the Fund�s
entire Board of Directors.  The Advisory Agreement may be terminated at any time by the Fund without the payment of any penalty, by a vote of
a majority of the Fund�s Board of Directors or a majority of the outstanding voting securities of the Fund, upon at least 60 days� written notice to
the Investment Manager and the Investment Adviser.  The Advisory Agreement will terminate automatically as to any party in the event of its
assignment (as defined in the 1940 Act) by that party.  In addition, the Investment Manager or the Investment Adviser may terminate the
Advisory Agreement as to such party upon at least 90 days� written notice to the Fund and the other party, but any such termination shall not
affect continuance of the Advisory Agreement as to the remaining parties.  Continuation of the Advisory Agreement was most recently approved
unanimously by the Fund�s Board of Directors, and by the Fund�s Independent Directors voting separately, at an in-person meeting held on
September 7, 2010.

Experience of the Investment Manager and Investment Adviser and of the Aberdeen Group; Location of the Investment Manager and
Investment Adviser

The Investment Manager and the Investment Adviser also serve in these capacities for Aberdeen Global Income Fund, Inc., a non-diversified,
closed-end management investment company investing in global fixed income securities, which commenced operations in 1992 and the shares
of which are listed on the Amex; Aberdeen Asia-Pacific Income Fund, Inc., a non-diversified closed-end management investment company
investing primarily in Australian and Asian debt securities, which commenced operations in 1986 and the shares of which are listed on the
Amex; and Aberdeen Asia-Pacific Income Investment Company Limited, a closed-end management investment company investing primarily in
Australian and Asian debt securities, which commenced operations in 1986 and the shares of which are listed on the Toronto Stock Exchange.
The Investment Manager also serves as the Investment Adviser of The Indonesia Fund, Inc., a non-diversified closed-end management
investment company investing primarily in equity and debt securities of Indonesian companies, which commenced operations in 1990 and the
shares of which are listed on the Amex.  The Investment Manager and the Investment Adviser are registered with the SEC under the Investment
Advisers Act of 1940, as amended.

The Advisers, together with other affiliates of Aberdeen Asset Management PLC (collectively, the �Aberdeen Group�) form a globally diversified
management firm.  As of August 31, 2010 the Aberdeen Group had approximately $261.18 billion in assets under management.

In rendering investment advisory services, the Investment Manager and Investment Adviser may use the resources of Aberdeen Asset Managers
Limited (�Aberdeen UK�), a United Kingdom corporation which is a wholly-owned investment adviser subsidiary of Aberdeen PLC.  The
Investment Manager and Investment Adviser have entered into a Memorandum of Understanding with Aberdeen UK, pursuant to which
investment professionals from Aberdeen UK may render portfolio management, research or trading services to the U.S. clients of the Advisers,
including the Fund.
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Each of the Advisers has all, or a substantial part, of its assets located outside of the United States.  As a result, it may be difficult for U.S.
investors to enforce judgments of the courts of the United States against the Advisers predicated solely on the civil liability provisions of the
U.S. federal or state securities laws.  The Fund has been advised that there is doubt as to the enforceability in the courts of Australia, in original
actions or in actions for enforcement of judgments of U.S. courts against the Investment Adviser, predicated solely upon the civil liability
provisions of the federal securities laws of the United States.  The Fund has also been advised that there is uncertainty as to whether the courts of
Singapore would recognize and enforce judgments of the United States courts obtained against the Advisers predicated upon the civil liability
provisions of the federal securities laws of the United States or the securities laws of any state in the United States or entertain original actions
brought in Singapore courts against the Advisers predicated upon the federal securities laws of the United States or the securities laws of any
state in the United States, unless the facts surrounding such a violation would constitute or give rise to a cause of action under the laws of
Singapore.

Relationship of Certain Directors, Officers and Service Providers to Investment Manager and Investment Adviser

Mr. Hugh Young, a Director of the Fund, also serves as the Managing Director of the Investment Manager and a Director of the Investment
Adviser, and as a member of the Executive Management Committee of Aberdeen Asset Management PLC.  Mr. Martin Gilbert, a Vice President
of the Fund, also serves as a Director of the Investment Manager and the Investment Adviser, and is the Chief Executive and an Executive
Director of Aberdeen Asset Management PLC.  Mr. Mark Daniels, a Vice President of the Fund, also serves as a Director of the Investment
Adviser.  Messrs. Young, Gilbert and Daniels are also shareholders of Aberdeen Asset Management PLC.

Aberdeen Asset Management Inc. (�AAMI� or �Administrator�), an affiliate of the Investment Manager and the Investment Adviser, serves as the
Fund�s administrator, see �Other Agreements � Administration Agreement with Aberdeen Asset Management Inc.� below.  AAMI is a Delaware
corporation with its principal business office located at 1735 Market Street, 32nd Floor, Philadelphia PA 19103.  AAMI also provides investor
relations services to the Fund under an investor relations services agreement.  Mr. Martin Gilbert, Mr. Alan Goodson and Ms. Jennifer Nichols,
who serve as officers of the Fund, are also directors and/or officers of AAMI.  See �Management of the Fund-Officers who are not Directors� for
further information.

Other Agreements

Administration Agreement with Aberdeen Asset Management Inc.

Pursuant to an administration agreement dated as of September 30, 2004, as amended (�Administration Agreement�), AAMI is responsible, subject
to the control, supervision and direction of the Board of Directors, for providing to the Fund operational management, coordination and
oversight of the Fund�s service providers, negotiation of the Fund�s service contracts, preparation of various financial information and reports,
arrangements for payment of Fund expenses, monitoring of compliance with the Fund�s investment objectives, policies and restrictions and with
applicable tax law and regulations, maintenance of the Fund�s books and records and other administrative services.  AAMI receives a fee at an
annual rate equal to 0.08% of the Fund�s Managed Assets between $0 and $500 million, 0.07% of such assets between $500 million and $1.5
billion, and 0.06% on such assets in excess of $1.5 billion.  Pursuant to the Administration Agreement, AAMI may also delegate certain of its
duties and obligations to third parties.  Presently, AAMI delegates certain of its responsibilities to a sub-administrator, State Street Bank and
Trust Company.
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For the fiscal years ended October 31, 2009, 2008 and 2007, the Fund paid administration fees of $139,226, $240,296, and $113,500,
respectively.

CODE OF ETHICS

The Fund and the Advisers have each adopted a code of ethics (each, a �Code of Ethics�) in accordance with Rule 17j-1 under the 1940 Act. 
Subject to certain conditions and restrictions, each Code of Ethics permits personnel who are subject to the Code of Ethics to invest in securities,
including securities that may be purchased or held by the Fund.
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Each Code of Ethics may be reviewed and copied at the Public Reference Room of the SEC in Washington, D.C.  Information on the operation
of the Public Reference Room may be obtained by calling the SEC at 1-202-551-8090.  Each Code of Ethics is also available on the EDGAR
Database on the SEC�s Internet site at http://www.sec.gov.  Copies of each Code of Ethics may be obtained, after paying a duplicating fee, by
electronic request to publicinfo@sec.gov, or by writing to the SEC�s Public Reference Section, Washington, D.C. 20549-0102.

PORTFOLIO MANAGERS

Other Accounts Managed by Portfolio Managers

The portfolio managers who are primarily responsible for the day-to-day management of the Fund also manage other registered investment
companies, other pooled investment vehicles and other accounts, as indicated below.  The following table identifies, as of September 30, 2010:
(i) the portfolio(s) managed by the specified portfolio manager; (ii) the number of other registered investment companies, pooled investment
vehicles and other accounts managed by the portfolio manager; and (iii) the total assets of such companies, vehicles and accounts.

The data below is as of September 30, 2010.

Registered Investment
Company
Managed by

Portfolio Manager

Pooled Investment Vehicle
Managed by

Portfolio Manager

Other Accounts
Managed by

Portfolio Manager
Name of Portfolio
Manager

Number of
Accounts

AUM
USD($M)

Number of
Accounts

AUM
USD($M)

Number of
Accounts

AUM
USD($M)

Hugh Young 13 $ 4,303.40 70 $ 42,173.93 127* $ 40,412.96
Mark Daniels 4 $ 720.41 56 $ 25,978.53 72** $ 22,719.24
Michelle Lopez 4 $ 720.41 56 $ 25,978.53 72** $ 22,719.24
Robert Penaloza 4 $ 720.41 56 $ 25,978.53 72** $ 22,719.24
Natalie Tam 4 $ 720.41 56 $ 25,978.53 72** $ 22,719.24

Total assets have been translated into U.S. dollars at a rate of £1.00=1.5758 as of September 30, 2010.

*11 accounts with AUM of $3,163.58 contain performance based fees.

** 5 accounts with AUM of $1,402.09 contain performance based fees.

Securities Ownership by Portfolio Managers
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The table below shows the dollar range of shares of the Fund�s common stock beneficially owned, as of October 31, 2009 by each portfolio
manager of the Fund.

Name of Portfolio Manager
Dollar Range of Equity
Securities in the Fund

Hugh Young $10,001 � $50,000
Mark Daniels $0
Michelle Lopez $0
Robert Penaloza $0
Natalie Tam $0

Due to the fact that the Fund�s portfolio managers are located outside of the United States, they would tend to purchase funds domiciled in the
respective countries in which they reside.

Conflicts of Interest

Conflicts of interest potentially may arise in connection with a portfolio manager�s management of the Fund�s investments, on the one hand, and
the investments of the other accounts managed by the portfolio manager, on the other.  Such conflicts may arise where some client accounts are
managed based on higher fees than the fees paid by other client accounts, because the incentives associated with any given account may be
significantly higher or lower than those associated with other accounts.  Such conflicts could arise with respect to the allocation of investment
opportunities among different client accounts, or the allocation of time by the portfolio manager and the Advisers among those accounts.
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The management of multiple client accounts may result in the individual portfolio managers (and consequently, the Advisers) devoting unequal
time and attention to the management of a particular client account.  The portfolio managers and the Advisers seek to manage competing
interests by focusing on a particular investment discipline or complementary investment disciplines and aggregating transactions in a fair and
equitable manner.

Some securities considered for investment by the Fund may also be appropriate for other clients served by the Advisers.  If purchase or sale of
securities consistent with the investment policies of the Fund and one or more of these other clients served by the Advisers is considered at or
about the same time, transactions in such securities will be allocated among the Fund and clients in a manner deemed fair and reasonable by the
Advisers.  In making these allocations, the factors to be considered include, but are not limited to, the respective investment objectives of the
Fund and other clients, the relative size of the portfolio holdings of the same or comparable securities, the availability of cash for investment by
the Fund and other clients, the size of investment commitments the Fund and other clients generally hold, and opinions of the persons
responsible for recommending investments to the Fund and other clients.

Portfolio Manager Compensation

Aberdeen recognizes the importance of compensation in attracting and retaining talent and has structured remuneration to include an attractive
base salary, a discretionary bonus that is directly linked to one�s contribution to the overall success of Aberdeen and a long term incentive plan
for key staff members comprised of a mixture of cash, options, and shares.  Overall compensation packages are designed to be competitive
relative to investment management industry standards.

The compensation policy has been designed to deliver additional rewards through appropriate incentive schemes, both annual and long term. 
These are directly linked to performance at both a corporate and an individual level. The policy seeks to reward performance in a manner which
aligns the interests of clients, shareholders and executives.

Each Aberdeen member recognizes that any remuneration policy must be sufficiently flexible to take into account any changes in the business
environment.  In accordance with this need for flexibility, Aberdeen takes into account the overall competitiveness of the total remuneration
package of all senior executives including some portfolio managers. When justified by performance, the �at risk� performance elements will form
the most significant element of total remuneration for executive officers and senior employees.

Base Salary The base salary is determined by prevailing market conditions and the compensation for similar positions across the industry. 
Aberdeen uses industry compensation surveys as a tool in determining each portfolio manager�s base salary.

Annual Bonus Aberdeen�s policy is to recognize corporate and individual achievements each year through an appropriate bonus scheme.  The
aggregate incentive compensation pool each year is determined by the Board of the parent company, Aberdeen PLC, and is dependent on each
member of Aberdeen�s overall performance and profitability. The pool is comprised of a base level plus an agreed proportion of each member of
Aberdeen�s profitability.

Staff performance is reviewed formally once a year, with some areas undertaking mid-term reviews. The review process looks at all of the ways
in which an individual has contributed to Aberdeen, and specifically, in the case of portfolio managers, to the relevant investment team.
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Discretionary bonuses are based on a combination of both the team and the individual�s performance along with the Company�s overall
performance. Overall participation in team meetings, generation of original research ideas and contribution to presenting the team externally are
also evaluated. The AAMI Remuneration Committee has made a decision to refrain from setting a cap on the percentage of bonus compared to
an employee�s base salary.  AAMI wishes to provide incentives to Portfolio Managers to perform in the long term by awarding a major part of
their bonus as deferred shares.
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In the calculation of a portfolio manager�s bonus, Aberdeen takes into consideration investment matters (which include the performance of funds,
adherence to the company investment process, and quality of company meetings) as well as more subjective issues such as team participation
and effectiveness at client presentations. Each Fund�s performance is judged against the benchmark as established in the relevant Fund�s most
recent shareholder report. Portfolio manager performance on investment matters is judged over all of the accounts the portfolio manager
contributes to and is documented in the appraisal process.  A combination of the team�s and individual�s performance is considered.

Although performance is not a substantial portion of a portfolio manager�s compensation, Aberdeen also recognizes that fund performance can
often be driven by factors outside one�s control, such as (irrational) markets, and as such pays attention to the effort by portfolio managers to
ensure integrity of our core process by sticking to disciplines and processes set, regardless of momentum and �hot� themes.  Short-terming is thus
discouraged and trading-oriented managers will thus find it difficult to thrive in the Aberdeen Group�s environment.  Additionally, if any of the
aforementioned undue risks were to be taken by a portfolio manager, not only would the portfolio manager be in breach of Aberdeen�s Code of
Ethics, but any such trend would be identified via Aberdeen�s dynamic compliance monitoring system.

Long Term Incentives As part of an effective remuneration package, a long term incentive plan is used to structure the package so as to retain,
motivate, and reward key staff members with a view to improving performance and thereby increasing the value of Aberdeen for the benefit of
shareholders. Long-term incentive plans can be either cash or share based and typically vest over a three year period.

Aberdeen offers a meritocracy and a very flat management structure.  The culture of the company is entrepreneurial, and enthusiastic,
hard-working and talented employees are given plenty of opportunity to prove themselves and obtain a high level of job satisfaction.

Aberdeen does not �tie in� portfolio managers with long-term and restrictive contractual obligations, however.  Aberdeen aims to retain key
individuals primarily through the provision of competitive compensation and other benefits.  It is the policy of the Aberdeen Group to mitigate
the effects of any individual leaving the company by ensuring that portfolios are managed on a team basis.

PORTFOLIO TRANSACTIONS AND BROKERAGE

The Aberdeen Group�s equities portfolio managers generally make and implement investment decisions using the team approach.  Regional
dealers execute the trades for all of the equities portfolio managers using a centralized trading structure.  The Aberdeen Group manages client
portfolios in accordance with any investment objectives, policies or restrictions documented by the client and acknowledged by the Aberdeen
Group.  In the case of an investment company client, such as the Fund, its investment objectives, policies and restrictions are set forth in its
Prospectus, and may subsequently have been amended by shareholders or the Board of Directors as reflected in minutes of meetings of
shareholders and the Board of Directors.

In selecting brokers and dealers and in effecting portfolio transactions, the Advisers, together with certain affiliated entities providing advisory
services to U.S. clients (each an �Aberdeen Group Adviser� and, collectively, the �Aberdeen Group Advisers�) seek to obtain the best combination
of price and execution with respect to clients� portfolio transactions.  It is the policy of the Aberdeen Group Advisers to ensure that their
respective client accounts, including the Fund: (1) participate in trades in a fair way; (2) participate in trades in which the intended basis of
allocation is recorded before any order is (a) passed by a fund manager to a broker, or (b) instructed to a broker/counterparty; and (3) have trades
allocated fairly, if only a percentage of the originally intended allocation can be filled.  The Aberdeen Group Advisers are not required to
aggregate transactions for client accounts.  However, when a decision is made to aggregate transactions on behalf of more than one client
account, those transactions will be allocated to all participating client accounts in a fair and equitable manner.  The methods of allocation used
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by the Aberdeen Group Advisers may include pro rata, rotation or random allocation depending on various considerations.  Regular monitoring
will be employed to ensure that the Aberdeen Group Advisers� Best Execution, Soft Dollar, Order Aggregation and Trade Allocation Policies and
Procedures (�Procedures�) are followed and satisfy the Aberdeen Group Advisers� fiduciary duty to seek best execution.
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There are no specific statutory provisions or rules under the federal securities laws applicable to best execution or trade allocation.  However,
based on guidance provided by the staff of the SEC, the Aberdeen Group Advisers may individually or jointly aggregate orders for the purchase
and sale of securities on behalf of most investment advisory clients, including individual client accounts, investment companies and other
collective investment vehicles in which the Aberdeen Group Advisers or their associated persons might have an interest, provided that based on
the time each order was received, the Aberdeen Group Advisers:

• Do not intentionally favor any client account over any other client account;

• Ensure that each client account eligible to participate in an aggregated order participates at the average execution price for the
appropriate time frame;

• Aggregate trades only if consistent with the duty to seek best execution and with the terms of the relevant investment management
and investment advisory agreements and applicable law;

• Specify the participating client accounts and the relevant allocation method with regard to each aggregated order;

• Fully disclose their aggregation policies to all clients;

• Provide individual investment advice to each client account;

• Do not receive any additional compensation or remuneration of any kind solely as a result of the aggregation or the allocation;

• Separately reflect in their books and records, for each client account whose orders are aggregated, the securities held by, and bought
and sold for, each client account;

• Deposit all funds and securities for aggregated client accounts with one or more banks, trust companies or broker-dealers and ensure
that neither the clients� cash nor their securities will be held any longer than necessary to settle the purchase or sale in question; and

• Provide notice of the Procedures to the boards of directors of the funds whose trades may be aggregated with those of other clients
accounts.
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For the fiscal years ended October 31, 2009, 2008 and 2007, the Fund paid aggregate brokerage commissions of $139,510, $239,469, and
$348,378, respectively.  Commissions paid in 2009 reflect a lower portfolio turnover rate as compared to 2008.

No brokerage commission was paid by the Fund, during the fiscal years ended October 31, 2009, 2008, and 2007, to any broker that: (1) was
then an affiliated person of the Fund; (2) was then an affiliated person of an affiliated person of the Fund; or (3) had an affiliated person that is
an affiliated person of the Fund, its investment adviser, its investment manager, or principal underwriter.

Each Aberdeen Group Adviser has a fiduciary duty to place the interests of its clients above its own interests.  Among other things, this duty
requires each Aberdeen Adviser to seek best execution in effecting portfolio transactions for client accounts.  Steps associated with seeking best
execution are to: (1) determine each client�s trading requirements; (2) select appropriate trading methods, venues, and agents to execute the trades
under the circumstances; (3) evaluate market liquidity of each security and take appropriate steps to avoid excessive market impact; (4) maintain
client confidentiality and proprietary information inherent in the decision to trade; and (5) review the results on a periodic basis.
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The SEC generally describes �best execution� as executing securities transactions so that a client�s total costs or proceeds in each transaction are
the most favorable under the circumstances.  However, the SEC has stated that, in selecting a broker or dealer, the determining factor is not the
lowest possible commission cost but rather whether the transaction represents the best qualitative execution.

In evaluating whether best execution is being obtained, the Aberdeen Group Advisers must exercise reasonable, good faith judgment to select
broker-dealers that consistently provide best execution with respect to the securities they handle.  It is well-recognized that broker-dealers may
have different execution capabilities with respect to different types of securities.  When seeking best execution and when making after-the-fact
determinations as to whether best execution has been obtained, the Aberdeen Group Advisers do not adhere to any rigid formula in making the
selection of the applicable broker or dealer for portfolio transactions, but will consider and evaluate the factors discussed below and document
such factors as necessary:

1.             Price and Commission Rates.  The Aberdeen Group Advisers will evaluate the price at which a transaction is executed, commission
rates, and total costs (price plus commission).  The Advisers do not engage in principal transactions.  Price and commission rates are compared
among a number of broker-dealers, if available (how many will depend on the nature of the security and the markets in which it trades).  Persons
acting on behalf of the Fund may pay a broker a commission in excess of that which another broker might have charged for effecting the same
transaction, in recognition of brokerage services which, in the opinion of the Advisers, are necessary for the achievement of best execution,
provided the Advisers believe this to be in the best interest of the Fund.

2.             Execution Capability.  Execution capability generally involves the relative ability of a broker-dealer to execute an order at the best
available price, as well as the speed, quality, overall cost, and certainty of execution.  Factors the Aberdeen Group Advisers may consider in
assessing a broker-dealer�s execution capability include, but are not limited to, the following:

• speed of execution;

• ratio of complete versus incomplete trades;

• the ability of the broker-dealer to minimize costs associated with implementing investment decisions;

• the character of and market for the particular security;

• the size and type of transaction;

• the number of primary markets that are checked;
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• the broker-dealer�s reliability in executing trades and keeping records, including accounting for trade errors and correcting them in a
satisfactory manner;

• the broker-dealer�s access to primary markets and quotation sources;

• the broker-dealer�s familiarity with and knowledge of the primary markets;

• the broker-dealer�s access to underwriting offerings and secondary markets;

• the broker-dealer�s clearance and trade settlement record (i.e., record of effecting securities transactions timely);

• the broker-dealer�s ability to engage in cross-border or different time zone trading, when required;
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• the broker-dealer�s ability to handle high-volume transactions without undue market impact; and

• the broker-dealer�s ability to handle large trades in securities with limited liquidity.

3.             Responsiveness and Financial Responsibility.  The Aberdeen Group Advisers also shall consider the broker-dealer�s responsiveness,
financial responsibility, creditworthiness and any other factors that may affect confidence in the broker-dealer�s stability.  In this regard, the
Aberdeen Group Advisers shall not engage in securities transactions with any broker-dealer that is unwilling to provide complete and timely
disclosure of its financial condition upon reasonable request.  In addition, the Aberdeen Group Advisers may consider some or all of the
following factors with respect to broker-dealers with which they do business:

• the adequacy of the capital of the broker-dealers in relationship to other broker-dealers;

• the broker-dealer�s willingness and ability to maintain quality services during volatile market periods or unusual market conditions;

• the broker-dealer�s willingness to accommodate the Aberdeen Group Advisers� special needs;

• accuracy in preparation of confirmations; and

• the broker-dealer�s willingness and ability to commit capital by taking positions in order to complete trades.

4.             Other Factors.  Other factors that the Aberdeen Group Advisers may consider in selecting broker-dealers include:

• the broker-dealer�s integrity (e.g., the ability to maintain confidentiality and/or anonymity of the client and/or investment adviser);

• the quality of the communication links between the broker-dealer and the Aberdeen Group Advisers;

• the adequacy of the information provided to the Aberdeen Group Advisers by the broker-dealer;
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• the broker-dealer�s ability to provide ad hoc information or services, such as suggestions that improve the quality of trade executions,
proprietary or third-party research (involving, for example, market information and identification of potential investment opportunities), visits
with research analysts, access to broker-dealer staff, and access to issuers and their �road-shows;� and

• the broker-dealer�s use of electronic communication networks.

The Aberdeen Group Advisers may also consider any other factors they deem relevant to best execution, so long as such consideration is
documented in a manner consistent with the Procedures.  With respect to the Fund, these factors might include the broker-dealer�s ability to:

• execute unique trading strategies;

• execute and settle difficult trades;

• handle client-directed brokerage arrangements;

• implement step-outs;
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• participate in underwriting syndicates; and

• obtain initial public offering shares.

5.             Value of Execution and Research Services Provided.  The Aberdeen Group Advisers may also consider the value of a broker-dealer�s
execution and research services, including, but not limited to, third party research provided to the Aberdeen Group Advisers by the broker-dealer
(i.e., �soft dollar� services), provided they fall within the safe harbor of Section 28(e) of the 1934 Act.

Effective December 2004, the Investment Manager discontinued the use of soft dollars with respect to the Fund.
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