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Gateway Center 3

100 Mulberry Street
Newark, New Jersey 07102
(800) 451-6788

March 5, 2003

Dear Stockholder:

The Annual Meeting of Stockholders is to be held at 1:00 p.m. (Eastern time), on Tuesday, April 15, 2003 at Dryden Hall, 7th Floor, Plaza
Building, 751 Broad Street, Newark, New Jersey. A Proxy Statement regarding the meeting, a proxy card for your vote at the meeting, and an
envelope, postage pre-paid, in which to return your proxy card are enclosed.

At the Annual Meeting, the Fund s stockholders will vote for the election of the Fund s Class III Directors for three-year terms and until their
successors are duly elected and qualify, and will be asked to vote on proposals: (a) to amend the Fund s charter to increase the number of
authorized shares, to authorize an undesignated class of preferred stock, and to authorize the Board of Directors to classify and reclassify any
unissued shares of preferred stock into one or more classes or series of preferred stock or common stock, (b) to give the Fund broader borrowing
authority, and (c) to amend the Fund s Management Agreement and Investment Advisory Agreement to provide that fees paid under those
agreements will be based on managed assets attributable to both its common stock and any senior securities. Stockholders will also vote upon a
stockholder proposal set forth in the Proxy Statement, if properly presented. Stockholders who are present at the meeting will hear a report on
the Fund and will be given the opportunity to discuss matters of interest to you as a stockholder.

Your Directors recommend that you vote FOR each of the proposed Class III Director nominees; the charter amendment to authorize a preferred
class of stock; the expansion of the Fund s borrowing authority; and the proposed changes to the Management Agreement and Investment
Advisory Agreement. Your Directors recommend that you vote AGAINST the stockholder proposal set forth in the Proxy Statement.

On February 19, 2003, the Fund, as part of its continuing efforts to increase stockholder value, announced its intention to conduct an in-kind
tender offer to repurchase up to 40% of the Fund s outstanding shares at a price of 90% of the Fund s net asset value per share. The Board of
Directors contemplates that the tender offer will commence in June 2003.

HUGH YOUNG

Chairman

YOU ARE URGED TO COMPLETE, SIGN AND MAIL THE ENCLOSED PROXY CARD IN THE ENCLOSED ENVELOPE TO
ASSURE A QUORUM AT THE MEETING. THIS IS IMPORTANT REGARDLESS OF THE NUMBER OF SHARES THAT YOU
OWN.
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ABERDEEN AUSTRALIA EQUITY FUND, INC.

Gateway Center 3
100 Mulberry Street

Newark, New Jersey 07102

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS

April 15, 2003

NOTICE IS HEREBY GIVEN that the Annual Meeting of Stockholders of Aberdeen Australia Equity Fund, Inc., a Maryland corporation (the
Fund ), will be held at Dryden Hall, 7th Floor, Plaza Building, 751 Broad Street, Newark, New Jersey, on Tuesday, April 15, 2003, at 1:00 p.m.
(Eastern time), for the following purposes, each more fully described in the Proxy Statement:

(1) To elect four Directors to serve as Class III Directors for three-year terms and until their successors are duly elected and qualify;

(2) To approve an amendment to the Fund s charter to increase the number of authorized shares, authorize an undesignated class of
preferred stock and authorize the Board of Directors to classify and reclassify any unissued shares of preferred stock into one or more
classes or series of preferred stock or common stock;

(3) To approve an amendment to the Fund s fundamental borrowing policy;

(4) To approve an amendment to the Fund s:

(A) Management Agreement, and

(B) Investment Advisory Agreement

to provide that fees paid under those agreements to the Investment Manager and Investment Adviser will be based on all managed assets;

(5) To consider a stockholder proposal, if properly presented at the meeting; and

(6) To transact any other business that may properly come before the meeting or any adjournments or postponements thereof.



Edgar Filing: ABERDEEN AUSTRALIA EQUITY FUND INC - Form DEF 14A

The Board of Directors has fixed the close of business on March 1, 2003 as the record date for the determination of stockholders entitled to
notice of, and to vote at, the meeting or any adjournment or postponement thereof.

By Order of the Board of Directors,

Roy M. Randall, Secretary

Newark, New Jersey

March 5, 2003

IMPORTANT: Stockholders are cordially invited to attend the meeting. Stockholders who do not expect to attend the meeting in person
are requested to complete, date and sign the enclosed proxy card and return it promptly in the addressed envelope which requires no
postage and is intended for your convenience. Your prompt return of the enclosed proxy card may save the Fund the necessity and
expense of further solicitations to assure a quorum at the meeting. The enclosed proxy is being solicited on behalf of the Board of
Directors of the Fund.
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PROXY STATEMENT

ABERDEEN AUSTRALIA EQUITY FUND, INC.

Gateway Center 3
100 Mulberry Street

Newark, New Jersey 07102

Annual Meeting of Stockholders

April 15, 2003

INTRODUCTION

This Proxy Statement is furnished in connection with the solicitation of proxies on behalf of the Board of Directors of Aberdeen Australia Equity
Fund, Inc., a Maryland corporation (the Fund ), to be voted at the Annual Meeting of Stockholders of the Fund (the Meeting ) to be held at
Dryden Hall, 7th Floor, Plaza Building, 751 Broad Street, Newark, New Jersey, on Tuesday, April 15, 2003, at 1:00 p.m. (Eastern time). The
approximate mailing date for this Proxy Statement is March 7, 2003 or as soon as practicable thereafter.

All properly executed proxies received prior to the Meeting will be voted at the Meeting in accordance with the instructions marked on the proxy
card. Unless instructions to the contrary are marked on the proxy card with respect to each proposal, proxies received will be voted FOR
Proposals 1, 2, 3, 4(A) and 4(B), and AGAINST the stockholder proposal set forth as Proposal 5. The persons named as proxy holders on the
proxy card will vote in their discretion on any other business that may properly come before the Meeting or any adjournments or postponements
thereof. Any proxy may be revoked at any time prior to its exercise by submitting a properly executed, subsequently dated proxy, giving written
notice to the Secretary of the Fund (addressed to the Secretary at the principal executive office of the Fund, Gateway Center 3, 100 Mulberry
Street, Newark, New Jersey 07102), or by attending the meeting and voting in person. Stockholders may proxy vote using the enclosed proxy
card along with the enclosed envelope with pre-paid postage. Stockholders may also proxy vote by telephone, fax or internet. To proxy vote by
telephone, fax or internet, stockholders should follow the instructions contained on their proxy card.

The presence at the Meeting, in person or by proxy, of the stockholders entitled to cast a majority of all the votes entitled to be cast at the
Meeting shall be necessary and sufficient to constitute a quorum for the transaction of business. For purposes of determining the presence of a
quorum at the Meeting, abstentions and broker non-votes (that is, proxies from brokers or nominees indicating that such persons have not
received instructions from the beneficial owner or other persons entitled to vote shares on a particular proposal with respect to which the brokers
or nominees do not have discretionary power) will be treated as shares that are present.
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Approval of each of Proposal 1 (Election of Directors) and Proposal 2 (Charter Amendment) requires the affirmative vote of the holders of a
majority of the Fund s shares of common stock that are outstanding and entitled to vote on the matter. Approval of each of Proposals 3, 4(A) and
4(B) requires the affirmative vote of a majority of the outstanding voting securities of the Fund, as defined by the Investment Company Act of
1940, as amended (the 1940 Act ). The term majority of the outstanding voting securities, as defined by the 1940 Act, and as used in this Proxy
Statement, means: the
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affirmative vote of the lesser of (a) 67 percent or more of the voting securities present at the Meeting, if the holders of more than 50 percent of
the Fund s outstanding voting securities are present or represented by proxy, or (b) more than 50 percent of the Fund s outstanding voting
securities ( 1940 Act Majority Vote ). An abstention as to Proposals 1, 2, 3, 4(A) or 4(B) will be treated as present and will have the effect of a
vote against that proposal. Proxies from brokers or nominees indicating that such persons have not received instructions from the beneficial
owner or other persons entitled to vote shares on the proposal will be voted FOR Proposal 1, but will not be voted with respect to each of
Proposals 2, 3, 4(A) and 4(B) and will have the effect of a vote against each of Proposals 2, 3, 4(A) and 4(B).

Approval of the stockholder proposal set forth as Proposal 5 will require the affirmative vote of a majority of the votes validly cast at the
Meeting provided a quorum is present. Abstentions and broker non-votes will have no effect on the vote on this proposal.

If a quorum is not present in person or by proxy at the time the Meeting is called to order, the chairman of the Meeting or the stockholders may
adjourn the Meeting. The vote required to adjourn the Meeting is a majority of all the votes cast on the matter by stockholders entitled to vote at
the Meeting who are present in person or by proxy. If a quorum is present but there are not sufficient votes to approve a proposal, the chairman
of the Meeting may adjourn the Meeting or the persons named as proxy holders may propose one or more adjournments of the Meeting to permit
further solicitation of proxies. The vote required for stockholders to adjourn the Meeting is a majority of all the votes cast on the matter by
stockholders entitled to vote at the Meeting who are present in person or by proxy. In such a case, the persons named as proxy holders will vote
those proxies which they are entitled to vote in favor of the proposal FOR the adjournment, and will vote those proxies required to be voted
against the proposal AGAINST the adjournment as to that proposal.

The Board of Directors has fixed the close of business on March 1, 2003 as the record date ( Record Date ) for the determination of stockholders
entitled to notice of, and to vote at, the Meeting and at any adjournment or postponement thereof. Stockholders on the Record Date will be
entitled to one vote for each share held. As of March 1, 2003, the Fund had 16,777,298 shares of common stock outstanding, par value $0.01 per
share.

Only stockholders can attend the Meeting and any adjournment or postponement thereof. To gain admittance, if you are a stockholder of record,
you must bring a form of personal identification to the Meeting, where your name will be verified against our stockholder list. If a broker or
other nominee holds your shares and you plan to attend the Meeting, you should bring a recent brokerage statement showing your ownership of
the shares, as well as a form of personal identification.

The Board of Directors of the Fund knows of no other business that will be presented for consideration at the Meeting. If any other matter is
properly presented, it is the intention of the persons named on the enclosed proxy card to vote in accordance with their discretion.

The Fund will furnish, without charge, a copy of the Fund s annual report for its fiscal year ended October 31, 2002, and any more recent
reports, to any Fund stockholder upon request. To request a copy, please call or write to Aberdeen Asset Management Investor Relations, 45
Broadway, 31st Floor, New York, New York 10006, Telephone: 1-800-522-5465.

On February 19, 2003, the Fund announced its intention to conduct an in-kind tender offer to repurchase up to 40% of the Fund s outstanding
shares at a price of 90% of the Fund s net asset value per share. The Board of Directors, after careful consideration and upon the recommendation
of a special committee of the Board comprised of independent directors, determined that a tender offer structured in this manner would be in the
best interests of all Fund stockholders. Since the tender offer is intended to be an in-kind repurchase, stockholders who participate in the tender
offer will receive a pro-rata distribution of portfolio securities owned by the Fund upon tendering their shares. The Fund intends to submit a
request for a



Edgar Filing: ABERDEEN AUSTRALIA EQUITY FUND INC - Form DEF 14A

2



Edgar Filing: ABERDEEN AUSTRALIA EQUITY FUND INC - Form DEF 14A

private letter ruling from the United States Internal Revenue Service ( IRS ) regarding the tax treatment of the in-kind tender offer. The Board of
Directors contemplates that the tender offer will commence in June 2003, with the expectation the Fund may have received by that time the
private letter ruling from the IRS. The Board of Directors may determine to proceed with the tender offer in the absence of the receipt of such

IRS ruling, however.

The Fund s Board of Directors, through public filings with the Securities and Exchange Commission ( SEC ), is aware that one stockholder of the
Fund, Bankgesellschaft Berlin AG (the Bank ), owns 5% or more of the Fund s outstanding voting securities, and therefore would be unable,
under the 1940 Act, to participate in an in-kind tender offer without first obtaining exemptive relief from the Securities and Exchange
Commission. On February 21, 2003, the Bank filed with the SEC an amendment to a report on Schedule 13D in which the Bank indicated that

The Bank believes that the in-kind tender offer is in the best interests of the Fund s stockholders and intends to participate in it. For the Bank s
participation to be permissible, the Bank must receive exemptive relief from the Securities and Exchange Commission, pursuant to subsection
17(b) of the Investment Company Act of 1940, from certain prohibitions set forth in subsection 17(a) of the Investment Company Act. The Bank
intends to initiate the process of obtaining such relief promptly. The Board of Directors will attempt to coordinate the timing of the tender offer
to enable all stockholders to participate in the offer.

PROPOSAL 1: ELECTION OF CLASS III DIRECTORS

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 will expire. Directors who are deemed

interested persons (as that term is defined in Section 2(a)(19) of the 1940 Act) of the Fund, the Investment Manager or the Investment Adviser,
are referred to in this Proxy Statement as Interested Directors. Directors who are not interested persons as described above are referred to in this
Proxy Statement as Independent Directors.

The Board of Directors of the Fund, including the Independent Directors, upon the recommendation of the Fund s Nominating Committee, which
is composed entirely of Independent Directors, has nominated David L. Elsum, Laurence S. Freedman, Peter J. O Connell, and William J. Potter
to serve as Class III Directors for three-year terms and until their successors are duly elected and qualify. Messrs. Elsum, Freedman, O Connell
and Potter were elected by stockholders to serve until the 2003 Annual Meeting and until their successors are duly elected and qualify. The
nominees have indicated an intention to serve if elected and have consented to be named in this Proxy Statement.

The Fund s bylaws provide that the election of directors requires the affirmative vote of the holders of a majority of the Fund s shares of common
stock that are outstanding and entitled to vote thereon. This is a greater vote than is required by the provisions of the Maryland General
Corporation Law. In the case of a failure to elect one or more directors because candidates receive less than a majority of the Fund s shares of
common stock outstanding and entitled to vote thereon, the director or directors then in office whose successors have not been elected would, in
accordance with the provisions of the Maryland General Corporation Law, hold over and continue to direct the management of the business and
affairs of the Fund until their successors are elected and qualify.

It is the intention of the persons named on the enclosed proxy card to vote for the election of the persons indicated above to serve as Class 11T
Directors for a three-year term. The Board of Directors of the Fund knows of no reason why any of these nominees will be unable to serve, but
in the event of any such inability, the proxies received will be voted for such substituted nominees as the Board of Directors may recommend.

10
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The names of the Fund s nominees for election as Class III Directors, and each other Director of the Fund, and their addresses, ages and principal
occupations during the past five years, are provided in the tables below:

Number
of Funds
in Fund
Complex* . .
o ) Overseen by Other Dlrefctorshlps
Position(s) Term of Office Principal Occupation(s) Director or Held by Director or
Held With and Length of Nominee for
Name, Address and Age the Fund Time Served During Past Five Years Director Nominee for Director
Class III
(Current Directors and Nominees for a Term Expiring at the
Annual Meeting to be held in 2006)
Interested Director
Laurence S. Freedman, A.M.**  Class III Current term Mr. Freedman has over 35 years 2 EquitiLink Holdings
Director expires 2003; of experience in funds Pty. Limited (holding

25 Lime Street

Suite 405

Sydney, NSW 2000

Australia

Age: 59

Director since
1985

management with a focus on
global investment analysis. Prior
to founding EquitiLink in 1981, he
was Director of Investment at BT
Australia Limited. Mr. Freedman s
areas of fund management
specialization include investment
in resource and development
companies, international
economies and the geo-political
impact on investment markets. He
was Chairman of the Fund from
1995 to 2001 and President of the
Fund from its inception until
2000. Mr. Freedman was founder
of the Fund s Investment Adviser,
and until December 2000, he was
Joint Managing Director of the
Fund s Investment Adviser, and a
Director of the Fund s Investment
Manager.

Mr. Freedman was also Chairman
from 1995 to 2000, Vice-President
from 1986 to 2001, and Director
from 1986 to 2000, of Aberdeen
Asia-Pacific Income Fund, Inc.;
Chairman from 2000 to 2001,
President from 1992 to 2001 and a
Director since 1992

company); Aberdeen
Leaders Limited
(investment company);
TEN Network
Holdings Limited
(television network);
EIML Australia Pty.
Limited (investment
company); Link
Traders Pty. Ltd.; Link
Traders (Aust) Pty.
Ltd.; Letota Pty. Ltd.

11
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Number
of Funds
in Fund
Complex* . .
o . Overseen by Other Dlre.:ctorshlps
Position(s) Term of Office Principal Occupation(s) Director or Held by Director or
Held With and Length of Nominee for
Name, Address and Age the Fund Time Served During Past Five Years Director Nominee for Director
of Aberdeen Global Income Fund,
Inc.; Joint Managing Director from
1986 to 2000 of Aberdeen
Asia-Pacific Income Investment
Company Limited; and Joint
Managing Director from 1988 to
2000 of EquitiLink Limited (holding
company). He was a Director of
EquitiLink E Link Ltd. (investment
company) from 1998 to 2002, and
has been Chairman of Link
Enterprises (International) Pty. Ltd.
(investment company) since 1980.
Independent Directors
David L. Elsum, A.M. Class IIT Current term Mr. Elsum has over 20 years of 3 Aberdeen Global
Director expires 2003; experience in investment and Income Fund, Inc.;

9 May Grove

South Yarra, Victoria 3141
Australia

Age: 65

Director since
1985

insurance markets. He was a
member of the Corporations and
Securities Panel of the Australian
Securities Commission until 2000, a
member of the Australian Federal
Government Administrative Appeals
Tribunal until 2001, Chairman of
Audit Victoria (government
statutory authority) from 1997 to
2000, and has been a member of the
State of Victoria Regulator-General
Appeal Panel since 2001. Mr. Elsum
is Chairman of Stodart Investment
Pty. Ltd. He was founding
Managing Director of Capel Court
Investment Bank, and has served as
Chief Executive of several major
public companies, including The
MLC Limited (insurance) and
President of the State of

Aberdeen Asia-Pacific
Income Fund, Inc.;
Aberdeen Asia-Pacific
Income Investment
Company Limited;
Melbourne Wholesale
Fish Market Pty. Ltd.;
Queen Victoria Market
Pty. Ltd. (municipal
market); Financial
Planning Association
Limited (industry
association); Aberdeen
Leaders Limited
(investment company).

12
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Name, Address and Age

Position(s)
Held With
the Fund

Term of Office
and Length of
Time Served

Number
of Funds
in Fund
Complex*
Overseen by
Director or
Nominee for
Director

Principal Occupation(s)

During Past Five Years

Other Directorships
Held by Director or

Nominee for Director

Peter J. O Connell
Two Chifley Square
Sydney, NSW 2000

Australia

Age: 49

William J. Potter °
236 West 27th Street
3rd Floor

New York, NY 10001

Age: 54

Class III
Director

Class III
Director

Current term
expires 2003;
Director since
1999

Current term
expires 2003;
Director since
1985

Victoria Superannuation Fund
(pension fund management).

Mr. O Connell is involved in modern 2
technology developments, has
extensive business experience in the
Asian region, and has served as an
international mergers and
acquisitions lawyer in this region.
Mr. O Connell is admitted as a
solicitor in Australia and he has been
Chief Executive Officer of Smart
Device Marketing Company since
2001. Mr. O Connell has also served
as Chief Executive Officer of Lang
Holdings (Aust) Pty. Ltd.
(technology consulting) since 2001;
and Chief Executive Officer of Ten
Ventures Pty. Ltd. (establishment of
media-based internet businesses)
from 1999 until 2000. Mr. O Connell
was Chief of Operations of
Consolidated Press Holdings Pty.
Limited (supervision of private
equity investments) from 1997 to
1999; Chief Executive Officer (from
1994 to 1996) and Director (from
1994 to 1999) of Hargrave
Consultants Pty. Ltd., (technology
consulting).

Mr. Potter has extensive experience 3
in investment banking and fund

management. Mr. Potter has held

senior positions with Toronto

Dominion Bank, Barclays Bank

PLC, and Prudential Securities, Inc.,

as well as board of director

Aberdeen Asia-Pacific
Income Fund, Inc.

Aberdeen Global
Income Fund, Inc.;
Aberdeen Asia-Pacific
Income Fund, Inc.;
Aberdeen Asia-Pacific
Income Investment
Company Limited;

13
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Position(s

Held With

) Term of Office
and Length of

Principal Occupation(s)

Number
of Funds
in Fund
Complex*
Overseen by
Director or
Nominee for

Other Directorships
Held by Director or

Name, Address and Age the Fund Time Served During Past Five Years Director Nominee for Director
positions with investment funds National Foreign Trade
involving over $20 billion in assets Counsel (trade
since 1983. Mr. Potter has been association);
involved in the Australian capital Alexandria Bancorp
markets since 1974, including (banking group in
management and board of director Cayman Islands); E.C.
positions with a noted Australian Power, Inc. (energy
brokerage house. Mr. Potter is company); Alexandria
President of a U.S. investment bank Funds.
and has securities licenses in both
the U.S. and Canada. Mr. Potter also
has extensive securities
underwriting experience in various
capital markets with an emphasis on
natural resources.

Mr. Potter is currently President of
Ridgewood Group International
Ltd., an international consulting and
merchant banking company, and
President of Ridgewood Capital
Funding, Inc., a private placement
securities firm.
Class I Directors
(Term expiring at the Annual Meeting to be held in 2004)
Independent Directors
Anthony E. Aaronson Class I Term expires Mr. Aaronson is owner of Tony 2 Aberdeen Asia-Pacific
Director 2004; Director Aaronson Textiles. He was Director Income Fund, Inc.

110 E. 9th Street
Suite 721B

Los Angeles, CA 90079

Age: 66

since 1985

of the Textile Association of Los
Angeles from 1997 to 2000. Mr.
Aaronson has extensive experience
in the management of private
investments. He served as Chairman
of the Audit Committee of the Fund
from the inception of the Fund until
2000.

14
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Number
of Funds
in Fund
Complex* . .
o ) Overseen by Other Dlre.ectorshlps
Position(s) Term of Office Principal Occupation(s) Director or Held by Director or
Held With and Length of Nominee for
Name, Address and Age the Fund Time Served During Past Five Years Director Nominee for Director
Neville J. Miles ° Class I Term expires Mr. Miles has over 20 years of 3 Aberdeen Asia-Pacific
Director 2004; Director international investment banking Income Fund, Inc.;
2 Paddington Street since 1996 experience. He was formerly head of Aberdeen Global
Corporate Treasury at Westpac Income Fund, Inc.;
Paddington, NSW 2021 B'fmking Corporati.on and Man?ging Aberdeen Asia-Pacific
Director of Ord Minnett Securities Income Investment
) Limited (stockbrokers). Mr. Miles Company Limited;
Australia has extensive experience in the areas Aberdeen Leaders
of corporate acquisitions and equity Limited (investment
offerings. company).
Age: 56
Mr. Miles is currently an investor
and real estate developer. He has
served, for over five years, as a
Director of Ballyshaw Pty. Ltd.
(investing/consulting) and
Dawnglade Pty. Ltd. (real estate
investment), and has served as a
Director of Villepen Pty. Ltd. (real
estate investment company) since
1999; Sonic Communications Pty.
Ltd. since 2000, and Commsecure
Limited since 2002.
John T. Sheehy ° Class I Term expires Mr. Sheehy has over 30 years 3 Aberdeen Global
Director 2004; Director experience in investment banking Income Fund, Inc.;

560 Sylvan Avenue

Englewood Cliffs, NJ
07632

Age: 60

since 1985

with companies such as J.P. Morgan
& Company and Bear, Stearns &
Co. Inc. His specialty areas include
securities valuation, public offerings
and private placements of debt and
equity securities, mergers and
acquisitions and management
buyout transactions. He has been
Senior Managing Director of B.V.
Murray and Company (investment
banking) since 2001,

Aberdeen Asia-Pacific
Income Fund, Inc.;
Aberdeen Asia-Pacific
Income Investment
Company Limited.
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Other Directorships
Held by Director or

Nominee for Director

Number
of Funds
in Fund
Complex*
L. . Overseen by
Position(s) Term of Office Principal Occupation(s) Director or
Held With and Length of Nominee for
Name, Address and Age the Fund Time Served During Past Five Years Director
and Managing Member of The
Value Group LLC (private equity)
since 1997.
Class II Directors
(Term expiring at the Annual Meeting to be held in 2005)
Interested Director
Hugh Young** Chairman Term as Mr. Young was a Director of 1
of the Director Aberdeen Asset Management PLC,
21 Church Street Board; expires 2005; parent company of the Fund s
Class 11 Director since Investment Manager and
. Director; 2001 Investment Adviser, from 1991 to
#01-01 Capital S N . ’
apttal Square President 2002 and is currently a member of

Two

Singapore 049480

Age: 44

the Executive Management
Committee of Aberdeen Asset
Management PLC. He has been
Managing Director of Aberdeen
Asset Management Asia Limited,

an affiliate of the Fund s Investment
Manager and Investment Adviser,
since 1991. Mr. Young has also
served as Managing Director of
Aberdeen International Fund
Managers Limited, an affiliate of
the Fund s Investment Manager and
Investment Adviser, since 2000,

and as a Director of the Investment
Manager and the Investment
Adpviser, since 2001. Mr. Young

has been President since 2001 of

the Fund and of Aberdeen
Asia-Pacific Income Fund, Inc. and
Aberdeen Global Income Fund, Inc.

Mr. Young is a director

of foreign funds
advised by entities
affiliated with the

Investment Manager

and the Investment
Adviser.
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Number
of Funds
in Fund
Complex* . .
o ) Overseen by Other Dlre.zctorshlps
Position(s) Term of Office Principal Occupation(s) Director or Held by Director or
Held With and Length of Nominee for
Name, Address and Age the Fund Time Served During Past Five Years Director Nominee for Director
Independent Directors
Howard A. Knight Class II Term expires Mr. Knight has over 30 years of 2 Aberdeen Asia-Pacific
421 Glenbrook Road, #2 Director 2005; Director  experience in financial markets and Income Fund, Inc.;
Stamford, CT 06906 since 1993 has been actively involved in the Lions Gate
Australian financial markets for Entertainment Corp.
more than 25 years. From 1991 to (film production and
1994, he served as President of distribution); Agaton
Age: 60 Investme.nt Banking, Equity Fitness AG.
Transactions and Corporate
Strategy at Prudential Securities.
From 1996 to 2001, Mr. Knight
served as Vice Chairman and Chief
Operating Officer of SBS
Broadcasting SA (European
television and radio broadcasting),
where he was actively involved in
investment management and capital
markets. Mr. Knight is currently an
independent director and
management adviser.
Peter D. Sacks Class II Term expires Mr. Sacks is currently Managing 3 Aberdeen Asia-Pacific
Director# 2005; Director Partner of Toron Capital Markets, Income Fund, Inc.;
since 1999 Inc., a company he established in Aberdeen Global

445 King Street West,
4th Floor

Toronto, Ontario M5V 1K4
Canada

Age: 57

1988 to design and manage
customized equity, fixed income
and currency portfolios for
individual and corporate clients.
Mr. Sacks also serves on the
Boards of Directors of Toron
Capital Markets, Inc. (portfolio
management), Toron Capital
Management, Ltd. and Toron Asset
Management, Inc.

Income Fund, Inc.;
Aberdeen Asia-Pacific
Income Investment
Company Limited;
Aberdeen G7 Trust;
First Horizon Holdings
LTD; First Horizon
Capital Corp.; Cirrus
Financial Concepts
Inc.

* Aberdeen Asia-Pacific Income Fund, Inc. and Aberdeen Global Income Fund, Inc. have a common Investment Manager and Investment

Adviser with the Fund, and may thus be deemed to be part of the same Fund Complex as the Fund.

**  Mr. Freedman is deemed to be an interested person because of his ownership of securities of Aberdeen Asset Management PLC,
the parent company of the Fund s Investment Manager and Investment Adviser. Mr. Young is
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deemed to be an interested person because of his affiliation with the Fund s Investment Manager and Investment Adviser.

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

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

Messrs. Miles, Potter and Sheehy are members of the Nominating Committee.

# Effective September 12, 2002, Mr. Sacks was redesignated as a Class II Director. Prior to that time, he had been a Class I Director.

Please also see the information contained below under the heading Further Information Regarding Directors and Officers.

The Board of Directors recommends that stockholders vote FOR the election of the Fund s four nominees to the Fund s Board of
Directors.

PROPOSAL 2: CHARTER AMENDMENT TO INCREASE THE NUMBER OF
AUTHORIZED SHARES, AUTHORIZE AN UNDESIGNATED CLASS OF PREFERRED STOCK,
AND AUTHORIZE THE BOARD OF DIRECTORS TO CLASSIFY AND RECLASSIFY
ANY UNISSUED SHARES OF PREFERRED STOCK INTO ONE OR MORE CLASSES

OR SERIES OF PREFERRED STOCK OR COMMON STOCK

The Board of Directors is seeking stockholder approval to amend the Fund s charter (the charter ) to increase the number of authorized shares, to
authorize an undesignated class of preferred stock, and to authorize the Board of Directors to classify or reclassify any unissued shares of
preferred stock into one or more classes or series of preferred stock or common stock. The Board of Directors, in a unanimous vote, has
determined that, depending upon market conditions, it may be beneficial to the Fund to leverage its assets through the issuance of preferred stock
or debt obligations. The Board of Directors believes that current interest rates are at a historically low level and, if the Fund were able to
leverage its assets in a low interest rate environment, returns to Fund stockholders could be enhanced. The Fund s investment restrictions permit
it to issue preferred stock, if permitted by its charter. To provide the Fund with the flexibility to borrow either by issuing preferred stock or debt
obligations, the Board of Directors seeks stockholder approval of a charter amendment that will authorize the Fund to establish and issue a class
of preferred stock. Proposal 3, below, would provide the Fund with the flexibility to borrow by issuing debt obligations. The Board of Directors
could then designate the terms, and authorize the issuance, of preferred stock, common stock or debt obligations, without further stockholder
approval, once the fundamental policy which currently restricts the Fund s capacity to borrow is also amended (see Proposal 3, below).

The Board of Directors believes that the issuance of one or more series of preferred stock would be in the best interests of the Fund and the
holders of the Fund s common stock if preferred stock could be issued in a favorable interest rate environment. The Board of Directors believes
that the Fund can, over time, earn an incremental return for the holders of the common stock from the assets acquired with the proceeds of the
preferred stock, which return would exceed the costs of issuing and servicing the preferred stock. There can, of course, be no assurance that the
Fund will be able to earn an incremental return for the holders of the common stock from assets attributable to an issuance of preferred stock.

If Proposal 2 is approved, the Fund may issue preferred stock. If Proposals 2 and 3 are also approved the Fund may also issue debt obligations,
or a combination of preferred stock and debt obligations. The particular type(s) of securities that may be issued would be dependent upon the
market conditions at the time of issuance, and the Board of Directors would determine the specific terms, conditions and restrictions of any
issued security, including, without limitation, dates of issuance and maturity, amounts payable upon redemption or liquidation, voting rights,
dividend or interest rates, dividend or interest payment dates, and conversion prices, without further action on the part of the common
stockholders. However, there can be no assurance that any such senior securities will be issued.
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It is the intention of the Board of Directors to seek to have any such preferred shares or debt obligations rated, at the highest possible credit
rating level, by a nationally recognized statistical rating organization. There can, however, be no assurance that such credit ratings will be
obtained. Even if such ratings are obtained, they do not assure that the risk of investing in the securities is eliminated or mitigated. In addition,
obtaining such credit ratings will involve costs to the Fund and may require that the Fund agree to various financial and operating restraints as a
condition of such credit ratings.

The amount of preferred shares or debt obligations, if any, to be issued is not known at this time, and the Board of Directors will make such
determination at the time of issuance based upon then-current market conditions, the asset coverage requirements of the 1940 Act, the credit
rating awarded to such securities, and any conditions or requirements established by the rating agencies. Holders of senior securities would have
a claim to the Fund s assets prior to any claim by the holders of the common stock, and such senior securities would be repaid prior to the
common stock in the event of liquidation of the Fund. If issued, preferred stock could be placed privately or sold in the public marketplace. If the
Board of Director s decision is to make a public offering and have the preferred stock traded on an exchange, the necessary actions would be
taken to register such shares with the U.S. Securities and Exchange Commission ( SEC ) and to list such shares on a stock exchange.

Requirements of the 1940 Act Regarding the Preferred Shares

General. Under the 1940 Act, immediately after the issuance of preferred shares the value of the Fund s assets, less all liabilities and
indebtedness not represented by senior securities (including private or temporary borrowings), would have to equal at least 200% of (i) the
aggregate amount of all senior securities representing indebtedness, plus (ii) the aggregate involuntary liquidation preference of any shares (such
as the preferred shares) having priority as to distribution of assets or payment of dividends over any other shares.

Voting Rights. The 1940 Act requires that the holders of any preferred shares, voting separately as a single class, have the right to elect at least
two Directors at all times, and, subject to the prior rights, if any, of the holders of any other class of senior securities outstanding, to elect a
majority of the Directors at any time two years dividends on the preferred shares are unpaid. If the Fund issues preferred stock, the Board of
Directors has determined that the terms of such securities will entitle the holders of the preferred stock to elect no more than the minimum
number of directors required by applicable law. In addition to any approval by stockholders that might otherwise be required, the approval of the
holders of a majority of any outstanding preferred shares, voting separately as a class, is required to (i) adopt any plan of reorganization that
would adversely affect the preferred shares and (ii) take any action requiring a vote of security holders pursuant to Section 13(a) of the 1940 Act,
including, among other things, changes in the Fund s sub-classification as a closed-end investment company, changes in the classification of the
Fund from a diversified investment company or changes in its fundamental investment policies and restrictions. In no case will any
reorganization, merger, consolidation or dissolution of the Fund, the transfer of all or substantially all of the assets of the Fund or a charter or
bylaw amendment, approved in accordance with applicable law, other than approval of a proposal to cause the Fund to issue redeemable
securities, trigger a mandatory redemption of any preferred stock issued pursuant to the authority sought by this Proposal 2.

Dividend and Liquidation Preference. Holders of preferred shares would be entitled to receive dividends before holders of common shares.
Holders of preferred shares would also be entitled to receive the liquidation value (the amount the Fund must pay to preferred stockholders if the
Fund is liquidated) of their shares before any distributions are made to holders of common shares should the Fund ever be dissolved. The 1940
Act requires that (i) dividends payable on preferred shares be cumulative and (ii) the Fund may not pay or declare dividends (except a dividend
payable in shares of the Fund) or other distributions on the common shares, or purchase any of its common shares, unless the 1940 Act asset
coverage test, described above, is met, after giving effect to the dividend, distribution or purchase.
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Risks of Issuance of Preferred Shares

Leverage. The issuance of preferred shares would create leverage that would affect the amount of income available for distribution on the Fund s
common shares as well as the net asset value of the common shares. It is expected that the initial dividend rate or rates that would be paid on any
class or series of preferred shares would be determined at the time of issuance and would depend on various factors, including market conditions
prevailing at the time. If the investment performance of the capital represented by the preferred shares fails to cover the dividends payable
thereon, the total return on the Fund s common stock would be less or, in the case of negative returns, would result in higher negative returns to a
greater extent than would otherwise be the case. The requirement to pay dividends on the preferred stock in full before any dividends may be

paid on the common stock means that dividends on the common stock from earnings may be reduced or eliminated.

Voting Rights. The holders of the current outstanding common shares would be limited by the issuance of any preferred shares because the
holders of any preferred shares would have certain class voting rights as described above under Description of Preferred Shares Voting Rights.
Voting rights in the Fund are non-cumulative.

Other Considerations. The class voting requirements of the preferred shares and the representation of the preferred shares on the Board of
Directors could make it more difficult for the Fund to engage in certain types of transactions that might be proposed by the Board of Directors
and/or holders of common shares, such as a merger, sale of assets, exchange of securities, liquidation of the Fund or conversion to an open-end
fund. Holders of preferred shares might have interests that differ from holders of common shares, and there can be no assurance that holders of
preferred shares will vote to approve transactions approved by holders of the common shares. The flexibility to issue preferred shares as well as
common shares could enhance the Board of Directors ability to negotiate on behalf of the stockholders in a takeover, but might also render more
difficult or discourage a merger, tender offer or proxy contest, the assumption of control by the holder of a large block of the Fund s securities
and the removal of incumbent management.

The determination of the Board of Directors to seek shareholder approval for the Fund to engage in leverage transactions, through the

authorization of preferred stock as proposed in this Proposal 2, or through the issuance of senior securities in the form of debt instruments as
proposed in Proposal 3, was made independently of, and for different reasons than, the decision of the Board of Directors, announced on

February 19, 2003, to conduct a tender offer to repurchase up to 40% of the Fund s outstanding shares. The determination of the Board to seek
approval for the Fund to engage in leverage transactions was based upon current interest rates, which are at a historically low level. The Board
believes that if the Fund were able to leverage its assets in such a low interest rate environment, returns to Fund stockholders could be enhanced.
The decision of the Board to propose a tender offer was based upon a number of factors, including current market conditions and exchange rates,
the Fund s shareholder profile, the liquidity of the Fund s shares, and the discount at which the Fund s shares trade. Both the issuance of preferred
stock and/or debt as senior securities of the Fund and the proposed tender offer are intended to enhance returns to stockholders.

See Appendix A for the form of the proposed charter amendment.

The Board of Directors recommends that stockholders vote FOR Proposal 2.
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PROPOSAL 3: AMENDMENT OF BORROWING RESTRICTION

The Fund s current fundamental investment restrictions do not permit the Fund to:

borrow money or pledge its assets, except that the Fund may borrow money on an unsecured basis from banks for temporary or emergency
purposes or for the clearance of transactions in amounts not exceeding 10% of its total assets (not including the amount borrowed) and will not
make additional investments while any such borrowings are outstanding.

To complement the proposed charter amendment described in Proposal 2, above, the Fund seeks stockholder approval for an amendment of the
Fund s borrowing restriction. The amended restriction would give the Fund the flexibility to issue senior securities in the form of debt
instruments, subject to the limitations of the 1940 Act. The 1940 Act permits a closed-end fund to issue a class of senior debt securities provided
the fund maintains asset coverage of at least 300% at the time of any dividends or distributions to common stockholders or repurchases of the
common stock of the Fund. A fund that has issued senior securities is prohibited from declaring dividends (except stock dividends) or
distributions, and from purchasing its capital stock, if the required asset coverage would not be in place after deducting the amount of the
dividend, distribution or stock purchase. The proposed amended borrowing restriction would also permit the Fund to utilize the other borrowing
authority permitted under the 1940 Act, including authority for temporary borrowing and for private and bank loans. This additional authority is
similar to, but more flexible than, the Fund s current temporary borrowing authority. Many other closed-end funds, including two other
closed-end funds managed by the Fund s Investment Manager and Investment Adviser, have and utilize the borrowing and senior security powers
available for closed-end funds under the 1940 Act. For the reasons described in Proposal 2, above, the Fund s Board of Directors believes it is
advisable for the Fund to have broader leveraging power, including the authority to issue debt securities as well as senior stock. The Board also
believes the Fund should retain authority for temporary borrowing and have the flexibility to engage in private and bank borrowings permitted
by the 1940 Act. In no case will any reorganization, merger, consolidation or dissolution of the Fund, the transfer of all or substantially all of the
assets of the Fund or a charter or bylaw amendment, approved in accordance with applicable law, other than approval of a proposal to cause the
Fund to issue redeemable securities, trigger a mandatory repayment of any debt obligations issued pursuant to the authority sought by this
Proposal 3. As discussed under Proposal 2, above, both the issuance of preferred stock and/or debt as senior securities of the Fund and the
proposed tender offer are intended to enhance returns to stockholders.

The 1940 Act provides that a fund s borrowing authority is a matter of fundamental policy, which cannot be changed without a 1940 Act
Majority Vote. Although the immediate impetus for seeking a change in the Fund s borrowing restrictions is to give the Fund the option to issue
debt securities, the borrowing policy proposed for the Fund would retain the borrowing authority the Fund has under its current restriction and
permit it also to engage in the other types of permitted borrowing noted above and which may be made available from time to time under
applicable law, rules or regulatory interpretations. The proposed policy will therefore obviate the need for the Fund to seek stockholder approval
every time it wishes to engage in a legally permissible form of borrowing. The proposed policy which stockholders are asked to approve would
provide that:

The Fund may not:

borrow money, except as permitted under, or to the extent not prohibited by, the Investment Company Act of 1940, as amended, and rules
thereunder, as interpreted or modified by regulatory authority having jurisdiction, from time to time.

Risks of Borrowing to Holders of Common Stock. Borrowing is a form of leverage, as is the issuance of preferred stock. Certain risks of
leverage are discussed under Proposal 2, above. Although the Fund s management, and its Board of Directors, believe that the issuance of debt
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securities may provide enhanced returns to holders of common stock in the
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current interest rate environment, common stockholders should be aware of the risks attendant to leverage and other types of borrowing.
Borrowing, either by the issuance of debt obligations or through loans from banks or private sources, would involve interest and other costs to

the Fund. If the return to the Fund from investments made from proceeds of a borrowing exceeds the interest and costs of the borrowing, the
return to holders of common stock may be enhanced beyond what would occur without borrowing. However, there can be no assurance that the
return to the Fund from the borrowed funds, either from income or capital appreciation, will exceed the associated costs, and such costs could
reduce the return to the holders of common stock. Moreover, leveraging would generally exaggerate the positive and negative effects of market,
interest rate and currency fluctuations on the net asset value and market value of the Fund s common stock, as well as on distributions to common
stockholders. By increasing the Fund s invested assets, and thus its market exposure, leveraging will increase the volatility of both the net asset
value and, consequently, the market value of the Fund s common shares. Any decline in the value of the Fund s investments will be borne entirely
by the holders of its common stock. Thus, a market downturn can be particularly hard on common stockholders of a leveraged fund, although
leveraging may enhance benefits to common stockholders in a rising market environment. Because the Fund invests primarily in securities that
are not US dollar-denominated and because it pays dividends and other distributions in US dollars, leveraging and issuance of debt securities

that also pay interest in US dollars will exaggerate the effects of currency fluctuations on the prices of, and distributions on, the Fund s common
shares. Moreover, a decline in the value of the Fund s assets, and thus its asset coverage for its senior securities, could prevent the Fund from
paying dividends or distributions on its common stock, which could, in turn, jeopardize the Fund s qualification as a regulated investment
company under the U.S. Internal Revenue Code and/or subject the Fund to income and excise taxes and/or force the Fund to sell portfolio
securities at a time or price that is not favorable.

The Board of Directors recommends that stockholders vote FOR Proposal 3.

PROPOSALS 4(A) AND 4(B): AMENDMENT OF MANAGEMENT AGREEMENT AND INVESTMENT ADVISORY AGREEMENT

The Fund s current Management Agreement and Investment Advisory Agreement ( Agreements ), each dated December 22, 2000, were approved
by the Fund s stockholders at a meeting held November 30, 2000. This approval was sought when the Fund s Investment Manager and its
Investment Adviser were acquired by Aberdeen Asset Management PLC ( Aberdeen ). Continuation of each of the Agreements was most recently
approved unanimously by the Fund s Board of Directors, and by the Fund s Independent Directors voting separately, at a meeting held December
11, 2002. In connection with the decision of the Board of Directors to seek stockholder approval for amendments to the Fund s charter to

authorize a preferred class of equity securities and to give the Fund broader borrowing authority (see Proposals 2 and 3), it was determined that,

as currently formulated, the language for calculating the fees paid by the Fund to the Investment Manager, and by the Investment Manager to the
Investment Adviser, might not be broad enough to permit those fees to be based on all the Fund s assets under management by the Investment
Manager and Investment Adviser. The current fee formulation provides that fees shall be based on the Fund s net assets. This term would not
normally include proceeds of borrowings, even when the proceeds are used for investment purposes. Also, under regulatory interpretations
applicable to preparation of the Fund s financial statements, the term net assets would not include assets attributable to senior securities that
might be redeemed upon an event not under the control of the Fund. These interpretations are intended to clarify that securities of that type

should not be included in a company s financial statements as permanent equity. Although these interpretations do shape the general
understanding of the term net assets, they do not address the method for calculating fees in contracts such as the Agreements and they do not
require that a fund compute its fees on the basis of a fund s net assets, as that term is currently understood.

In considering this matter, the Board of Directors noted that the proceeds of any borrowings used for investment purposes, as well as the
proceeds from the issuance of senior securities, would increase the amount of Fund assets for which
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the Investment Manager and Investment Adviser would be expected to provide services to the Fund. In addition to being attentive to the various
technical concerns in dealing with senior securities and borrowings, the Board of Directors noted that the Investment Manager and Investment
Adviser would be responsible for identifying additional investment opportunities for the proceeds of these borrowings and securities offerings
and for managing the additional investments. The Board of Directors also determined that the original formulation of the fee language in the
Agreements was designed to compensate the Investment Manager and Investment Adviser on the basis of the amount of assets as to which they
make investment decisions. The Board of Directors noted that it had determined to seek stockholder approval to permit the Fund to issue senior
securities and to broaden the Fund s authority to borrow. Both these actions had been determined to be in the best interests of the Fund and the
Fund s stockholders. (See Proposals 2 and 3.) In the view of the Board of Directors, it would not be appropriate to take actions that increase
assets which the Investment Manager and Investment Adviser are obliged by the Agreements to manage without providing proportional
additional compensation. The Board of Directors, including the Independent Directors voting separately,