ABERDEEN INCOME CREDIT STRATEGIES FUND
STATEMENT OF ADDITIONAL INFORMATION

April 27, 2021

This Statement of Additional Information (the “SAI”) provides additional information to the Prospectus for Aberdeen Income Credit
Strategies Fund (the “Fund”) dated April 27, 2021 as it may be amended from time to time. This SAI is not a prospectus and should
only be read in conjunction with the Prospectus. You may obtain the Prospectus without charge by writing to the Fund at 1900 Market
Street, Suite 200, Philadelphia, PA 19103, by calling Investor Relations toll-free at 1-800-522-5465 or by visiting the Fund’s website
at http:/www.aberdeenacp.com.
Investors in the Fund will be informed of the Fund’s progress through periodic reports. Financial statements certified by an independent
registered public accounting firm will be submitted to Shareholders at least annually. Once available, copies of the reports to Shareholders
may be obtained upon request, without charge, by contacting the Fund at the address or telephone number listed above.
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Investment objectives, policies and risks
The following disclosure supplements the disclosure set forth under the caption “Investment Objectives and Principal Investment
Strategy” in the prospectus and does not, by itself, present a complete or accurate explanation of the matters disclosed. Readers must
refer also to this caption in the prospectus for a complete presentation of the matters disclosed below.
Senior Loans
The information contained under the heading “Additional Information Regarding the Fund—Senior Loans” in the Fund’s Annual
Report for the fiscal year ended October 31, 2020 (together with any updates thereto in subsequent periodic filings) (the “Annual
Report”) is incorporated herein by reference.
Lower Grade Loans and Debt
The information contained under the heading “Additional Information Regarding the Fund—Lower Grade Loans and Debt” in the
Fund’s Annual Report is incorporated herein by reference.
Derivative Instruments
The information contained under the heading “Additional Information Regarding the Fund—Derivative Instruments” in the Fund’s
Annual Report is incorporated herein by reference.
Call and Put Options
The information contained under the heading “Additional Information Regarding the Fund—Call and Put Options” in the Fund’s
Annual Report is incorporated herein by reference.
Selling Call and Put Options
The information contained under the heading “Additional Information Regarding the Fund—Selling Call and Put Options” in the
Fund’s Annual Report is incorporated herein by reference.
Purchasing Call and Put Options
The information contained under the heading “Additional Information Regarding the Fund—Purchasing Call and Put Options” in the
Fund’s Annual Report is incorporated herein by reference.
OTC Options
The information contained under the heading “Additional Information Regarding the Fund—OTC Options” in the Fund’s Annual
Report is incorporated herein by reference.
Futures Contracts
The information contained under the heading “Additional Information Regarding the Fund—Futures Contracts” in the Fund’s Annual
Report is incorporated herein by reference.
Options on Futures Contracts
The information contained under the heading “Additional Information Regarding the Fund—Options on Futures Contracts” in the
Fund’s Annual Report is incorporated herein by reference.
Options on Foreign Currencies
The information contained under the heading “Additional Information Regarding the Fund—Options on Foreign Currencies” in the
Fund’s Annual Report is incorporated herein by reference.
Combined Transactions
The information contained under the heading “Additional Information Regarding the Fund—Combined Transactions” in the Fund’s
Annual Report is incorporated herein by reference.
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Additional Risks of Other Derivative Instruments
The information contained under the heading “Additional Information Regarding the Fund—Additional Risks of Other Derivative
Instruments” in the Fund’s Annual Report is incorporated herein by reference.
Swap Transactions
The information contained under the heading “Additional Information Regarding the Fund—Swap Transactions” in the Fund’s
Annual Report is incorporated herein by reference.
Structured Notes
The information contained under the heading “Additional Information Regarding the Fund—Structured Notes” in the Fund’s Annual
Report is incorporated herein by reference.
Investment Restrictions
The following are fundamental investment restrictions of the Fund and may not be changed without the approval of the holders of a
majority of the Fund’s outstanding voting securities (which for this purpose and under the 1940 Act means the lesser of (i) 67% or
more of the Fund’s voting securities present at a meeting at which more than 50% of the Fund’s outstanding voting securities are
present or represented by proxy or (ii) more than 50% of the Fund’s outstanding voting securities). Except as otherwise noted, all
percentage limitations set forth below apply immediately after a purchase and any subsequent change in any applicable percentage
resulting from market fluctuations does not require any action. With respect to the limitations on the issuance of senior securities and
in the case of borrowings, the percentage limitations apply at the time of issuance and on an ongoing basis. The Fund may not:
1.

Issue senior securities or borrow money, except the Fund may issue senior securities and/or borrow money (including
through reverse repurchase agreements) to the extent permitted by the 1940 Act, as amended from time to time, and as
modified or supplemented from time to time by (i) the rules and regulations promulgated by the SEC under the 1940 Act, as
amended from time to time and (ii) an exemption or other relief applicable to the Fund from the provisions of the 1940 Act,
as amended from time to time. The Fund does not have an investment policy limiting the amount of leverage that may be
obtained through the use of covered reverse repurchase agreements.

2.

Act as an underwriter of securities issued by others, except to the extent that, in connection with the disposition of loans or
portfolio securities, it may be deemed to be an underwriter under applicable securities laws.

3.

Invest in any security if as a result, 25% or more of the value of the Fund’s total assets, taken at market value at the time of
each investment, are in the securities of issuers in any particular industry except (a) securities issued or guaranteed by the U.S.
government and its agencies and instrumentalities or securities of state and municipal governments or their political
subdivisions (however, not including private purpose industrial development bonds issued on behalf of non-government
issuers), or (b) as otherwise provided by the 1940 Act, as amended from time to time, and as modified or supplemented from
time to time by (i) the rules and regulations promulgated by the SEC under the 1940 Act, as amended from time to time, and
(ii) any exemption or other relief applicable to the Fund from the provisions of the 1940 Act, as amended from time to time.
For purposes of this restriction, (i) an investment in a loan participation will be considered to be an investment in the
securities or obligations of the issuer of the loan to which the participation relates and (ii) an investment in a repurchase
agreement, reverse repurchase agreement, CLO, CBO, CDO or a swap or other derivative will be considered to be an
investment in the industry (if any) of the underlying or reference security, instrument or asset. The Fund defines an industry
by reference to Bloomberg BICS codes for industry classifications.

4.

Purchase or sell real estate, except that the Fund may: (a) acquire or lease office space for its own use, (b) invest in securities
and/or other instruments of issuers that invest in real estate or interests therein or that are engaged in or operate in the real
estate industry, (c) invest in securities and/or other instruments that are secured by real estate or interests therein, (d) purchase
and sell mortgage-related securities and/or other instruments, and (e) hold and sell real estate acquired by the Fund as a result
of the ownership of securities and/or other instruments.

5.

Purchase or sell physical commodities unless acquired as a result of ownership of securities or other instruments; provided
that this restriction shall not prohibit the Fund from purchasing or selling options, futures contracts and related options
thereon, forward contracts, swaps, caps, floors, collars and any other financial or derivative instruments or from investing in
securities or other instruments backed by physical commodities.
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6.

Make loans of money or property to any person, except (a) to the extent that securities, instruments, credit obligations or
interests (including Senior Loans) in which the Fund may invest, or which the Fund may originate, are considered to be loans,
(b) through the loan of portfolio securities or (c) by engaging in repurchase agreements.

7.

May not purchase securities of any one issuer, other than obligations issued or guaranteed by the U.S. Government, its
agencies or instrumentalities, if, immediately after such purchase, more than 5% of the Fund’s total assets would be invested
in such issuer or the Fund would hold more than 10% of the outstanding voting securities of the issuer, except that 25% or
less of the Fund’s total assets may be invested without regard to such limitations. There is no limit to the percentage of assets
that may be invested in U.S. Treasury bills, notes, or other obligations issued or guaranteed by the U.S. Government, its
agencies or instrumentalities.

Thus, with respect to the foregoing restrictions 1 and 3, the Fund currently may not:
1.

Issue senior securities or borrow money, except as permitted by the 1940 Act and the rules and regulations thereunder.
Currently, the 1940 Act and the rules and regulations thereunder generally limit the extent to which the Fund may utilize
“uncovered” reverse repurchase agreements and borrowings, together with any other senior securities representing
indebtedness, to 331/3% of the Fund’s total assets at the time utilized. In addition, the 1940 Act limits the extent to which the
Fund may issue preferred shares to 50% of the Fund’s total assets (less the Fund’s obligations under uncovered reverse
repurchase agreements and other senior securities representing indebtedness). “Covered” reverse repurchase agreements will
not be counted against the foregoing limits under the 1940 Act. A reverse repurchase agreement will be considered “covered”
if the Fund segregates an amount of cash and/or liquid securities equal to the Fund’s obligations under such reverse
repurchase agreement (or segregates such other amounts as may be permitted by the 1940 Act or SEC guidance from time to
time); otherwise, a reverse repurchase agreement will be considered “uncovered.”

2.

Invest in any security if, as a result 25% or more of the value of the Fund’s total assets, taken at market value at the time of
each investment, are in the securities of issuers in any particular industry except securities issued or guaranteed by the U.S.
government and its agencies and instrumentalities or securities of state and municipal governments or their political
subdivisions (however, not including private purpose industrial development bonds issued on behalf of non-government
issuers).

The latter part of certain of the Fund’s fundamental investment restrictions (i.e., the references to “as may otherwise be permitted by
the 1940 Act, as amended from time to time and as modified or supplemented from time to time by (i) the rules and regulations
promulgated by the SEC under the 1940 Act, as amended from time to time, and (ii) any exemption or other relief applicable to the
Fund from the provisions of the 1940 Act, as amended from time to time”) provide the Fund with flexibility to change its limitations
in connection with changes in applicable law, rules, regulations or exemptive relief. The language used in these restrictions provides
the necessary flexibility to allow the Fund’s Board to respond efficiently to these kinds of developments without the delay and
expense of a shareholder meeting.
Management of the Fund
Trustees and Officers
The business and affairs of the Fund are managed under the direction of the Board and the Fund’s officers appointed by the Board.
The tables below list the trustees and officers of the Fund and their present positions and principal occupations during the past five
years. The business address of the Fund, its Board members and officers and the Adviser is 1900 Market Street, Suite 200,
Philadelphia, PA 19103, unless specified otherwise below. The term “Fund Complex” includes each of the registered investment
companies advised by the Adviser or their affiliates as of the date of this SAI. Trustees serve three-year terms or until their successors
are duly elected and qualified. Officers are annually elected by the trustees.
The information contained under the heading “Management of the Fund” in the Fund’s Annual Report is incorporated herein by
reference.
Risk Oversight
The information contained under the heading “Board and Committee Structure—Board Oversight of Risk Management” in the Fund’s
Fund’s definitive proxy statement on Schedule 14A for our 2021 annual meeting of shareholders, filed with the SEC on April 1, 2021
(“Proxy Statement”) is incorporated herein by reference.
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Experience of Trustees
The information contained under the heading “ADDITIONAL INFORMATION ABOUT THE TRUSTEES” in the Fund’s Proxy
Statement is incorporated herein by reference.
Compensation
Officers 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.
Additional information regarding compensation and benefits for trustees is set forth below for the periods described in the notes
accompanying the table.
Compensation Table
The following table sets forth information regarding compensation of Trustees by the Fund and by the Fund Complex of which the
Fund is a part for the fiscal year ended October 31, 2020. Officers of the do not receive any compensation directly from the Fund or
any other fund in the Fund Complex for performing their duties as officers.
Aggregate Compensation
from Fund for
Fiscal Year Ended
October 31, 2020

Name of Trustee

Nancy Yao Maasbach
P. Gerald Malone
John Sievwright
Randolph Takian
Martin J. Gilbert**

$53,500
$68,500
$56,000
$53,500

$
$
$
$
N/A $

Total Compensation
From Fund and Fund
Complex Paid
To Trustees*

$223,280 (7)
$441,348 (27)
$121,307 (7)
$53,500 (1)
$0 (28)

* The number in parentheses indicates the total number of funds in the Fund Complex on which the Trustee serves or served at any
time during the fiscal year ended October 31, 2020.
**

Mr. Gilbert was appointed Trustee effective December 8, 2020.

Board and Committee Structure
The Board is currently composed of four Independent Trustees and one Interested Trustee, Martin J. Gilbert. The Fund’s Charter
provides that the Board shall be divided into three classes: Class I, Class II and Class III. The terms of office of the Trustees of the
Fund in each class expire at the Annual Meeting in the year indicated or thereafter in each case when their respective successors are
elected and qualified: Class I in 2021, Class II in 2022 and Class III in 2023.
The Board has appointed Mr. Malone, an Independent Trustee, as Chairman. The Chairman presides at meetings of the Trustees,
participates in the preparation of the agenda for meetings of the Board, and acts as a liaison between the Trustees and management
between Board meetings. Except for any duties specified herein, the designation of the Chairman does not impose on such Trustee 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 Trustees 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 and a Nominating and Corporate
Governance 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
Trustees, 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 self-assessment of the performance of the Board, including consideration of the effectiveness of the Board’s Committee
structure. Each Committee is comprised entirely of Independent Trustees. Each Committee member is also “independent” within the
meaning of the NYSE listing standards. The Board reviews its structure regularly and believes that its leadership structure, including
having a super-majority of Independent Trustees, coupled with an Independent Trustee 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.
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Audit and Valuation Committee
The Fund’s 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 Trustees), pre-approves and reviews both the audit and non—audit
work of the Fund’s independent registered public accounting firm, and reviews compliance of 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
Ms. Nancy Yao Maasbach and Messrs. P. Gerald Malone and John Sievwright. Mr. Sievwright has been designated as the audit
committee financial expert.
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 Valuation and Liquidity Procedures. The Board 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. The Audit and Valuation Committee met three times during the fiscal year ended October 31, 2020.
Nominating and Corporate Governance Committee; Consideration of Potential Trustee Nominees
The Fund’s Nominating and Corporate Governance Committee recommends nominations for membership on the Board 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 Trustees, their
independence from the Adviser and Sub-Adviser, as appropriate, and other principal service providers. The Nominating and Corporate
Governance Committee generally meets twice annually to identify and evaluate nominees for trustee and makes its recommendations
to the Board at the time of the Board’s fourth quarter meeting. The Nominating and Corporate Governance Committee also
periodically reviews trustee compensation and will recommend any appropriate changes to the Board. The Nominating and Corporate
Governance Committee also reviews and may make recommendations to the Board relating 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 Ms. Nancy Yao Maasbach and Messrs. P. Gerald Malone and John Sievwright.
The Nominating and Corporate Governance Committee may take into account a wide variety of factors in considering prospective
trustee candidates, including (but not limited to): (i) availability (including availability to attend to Board business on short notice) and
commitment of a candidate to attend meetings and perform his or her responsibilities on the Board; (ii) relevant industry and related
experience; (iii) educational background; (iv) reputation; (v) financial expertise; (vi) the candidate’s ability, judgment and expertise;
(vii) overall diversity of the Board’s composition; and (viii) commitment to the representation of the interests of the Fund and its
shareholders. The Nominating and Corporate Governance Committee also considers the effect of any relationships beyond those
delineated in the 1940 Act that might impair independence, such as business, financial or family relationships with the Adviser or SubAdviser or their affiliates, as appropriate. The Nominating and Corporate Governance Committee will consider potential trustee
candidates, if any, recommended by Fund shareholders provided that the proposed candidates: (i) satisfy any minimum qualifications
of the Fund for its trustees; (ii) are not “interested persons” of the Fund, as that term is defined in the 1940 Act; and (iii) are
“independent” as defined in the listing standards of any exchange on which the Fund’s shares are listed. The Nominating and
Corporate Governance Committee met one time during the fiscal year ended October 31, 2020.
While the Nominating and Corporate Governance Committee has not adopted a particular definition of diversity or a particular policy
with regard to the consideration of diversity in identifying candidates, when considering a candidate’s and the Board’s diversity, the
Committee generally considers the manner in which each candidate’s leadership, independence, interpersonal skills, financial acumen,
integrity and professional ethics, educational and professional background, prior trustee or executive experience, industry knowledge,
business judgment and specific experiences or expertise would complement or benefit the Board and, as a whole, contribute to the
ability of the Board to oversee the Fund. The Committee may also consider other factors or attributes as they may determine
appropriate in their judgment. The Committee believes that the significance of each candidate’s background, experience, qualifications,
attributes or skills must be considered in the context of the Board as a whole.
Shareholder Communications
Shareholders who wish to communicate with Board members with respect to matters relating to the Fund may address their written
correspondence to the Board as a whole or to individual Board members c/o Aberdeen Standard Investments Inc., the Fund’s
administrator, at 1900 Market Street, Suite 200, Philadelphia, PA 19103, or via e-mail to the Trustee(s) c/o Aberdeen Standard
Investments Inc. at InvestorRelations@aberdeenstandard.com.
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Trustee Beneficial Ownership of Securities
As of the date of this SAI, the Fund’s trustees and executive officers, as a group, owned less than 1% of the Fund’s outstanding
Common Shares. The information as to ownership of securities which appears below is based on statements furnished to the Fund by
its trustees and executive officers.
As of December 31, 2020, the dollar range of equity securities owned beneficially by each trustee in the Fund and in all registered
investment companies overseen by the trustee within the same family of investment companies as the Fund appears in the chart
below. The following key relates to the dollar ranges in the chart:
A. None
B. $1 — $10,000
C. $10,001 — $50,000
D. $50,001 — $100,000
E. over $100,000

Name of Trustee

Aggregate Dollar Range of Equity
Securities in All Funds Overseen by
Trustee or Nominee in the Family of
Investment Companies(2)

Dollar Range of Equity
Securities Owned(1)

Independent Trustees:
Nancy Yao Maasbach
P. Gerald Malone
John Sievwright
Randolph Takian
Interested Trustee:
Martin Gilbert

A
C
C
C

D
D
D
C

N/A

E

(1) “Beneficial ownership” is determined in accordance with Rule 16a-1(a)(2) promulgated under the 1934 Act.
(2) “Family of Investment Companies” means those registered investment companies that are advised by the Adviser or an affiliate
and that hold themselves out to investors as related companies for purposes of investment and investor services.
As of December 31, 2020, none of the Independent Trustees or their immediate family members owned any shares of the Advisers or
principal underwriter of the Fund or of any person (other than a registered investment company) directly or indirectly controlling,
controlled by, or under common control with the Advisers or principal underwriter.
Codes of Ethics
The Fund and the Adviser have each adopted a code of ethics under Rule 17j-1 of the 1940 Act governing the personal securities
transactions of their respective personnel. Under each code of ethics, personnel may invest in securities for their personal accounts
(including securities that may be purchased or held by the Fund), subject to certain general restrictions and procedures. Copies of these
Codes of Ethics are on the EDGAR Database on the SEC’s internet web site at www.sec.gov.
Beneficial Ownership
Based upon filings made with the SEC as of the date hereof, the following table shows certain information concerning persons who
may be deemed beneficial owners of 5% or more of a class of shares of the Fund because they possessed or shared voting or
investment power with respect to the Fund’s shares:
Number of Shares
Beneficially Owned

Name and Address

First Trust Portfolios L.P./ First Trust Advisors L.P. / The Charger
Corporation (1)
120 East Liberty Drive, Suite 400
Wheaton, Illinois 60187
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1,746,035

Percentage of Shares

10.02%

(1)

The information regarding share ownership of the Fund is based solely upon information presented in a Schedule 13G/A, dated
March 10, 2021, filed jointly by The Charger Corporation, First Trust Portfolios L.P. and First Trust Advisors L.P.

The Adviser
The Adviser is an indirect wholly-owned subsidiary of Standard Life Aberdeen plc, which manages or administers approximately
$624.47 billion in assets as of December 31, 2020. Standard Life Aberdeen plc and its affiliates (collectively, “Aberdeen”) provide
asset management and investment solutions for clients and customers worldwide and also have a strong position in the pensions and
savings market.
The Sub-Adviser
Aberdeen Standard Investments Inc. serves as the sub-adviser to the fund, pursuant to a sub-advisory agreement. The Sub-Adviser is
located at 1900 Market Street, Suite 200, Philadelphia, PA 19103 and is an indirect wholly-owned subsidiary of Standard Life
Aberdeen plc.
Advisory Agreements
The Fund and the Adviser are parties to an advisory agreement (the “Advisory Agreement”). Under the Advisory Agreement, the
Fund retains the Adviser to act as the investment adviser for and to manage the investment and reinvestment of the assets of the Fund
in accordance with the Fund’s investment objectives and policies and limitations, and to manage the day-to-day business and affairs of
the Fund (except with respect to matters in the charge of the Fund’s chief compliance officer or other service providers retained by the
Fund), for the period and on the terms set forth in the Advisory Agreement.
Under the terms of the Advisory Agreement, the Adviser will (i) supervise the investment activities of the Fund, including advising
and consulting with the Board as the Board may reasonably request; (ii) continuously manage the assets of the Fund in a manner
consistent with the investment objectives and policies of the Fund; (iii) determine the securities to be purchased, sold or otherwise
disposed of by the Fund and the timing of such purchases, sales and dispositions, including the placing of purchase and sale orders on
behalf of the Fund, as necessary or appropriate; (iv) furnish offices, facilities and equipment to the Fund to the extent necessary for the
management of the Fund; and (v) render periodic reports to the Board as the Board may reasonably request regarding the Fund’s
investment program and the services provided by the Adviser hereunder.
The Adviser and the Sub-Adviser are parties to a sub-advisory agreement (the “Sub-Advisory Agreement”). Under the Sub-Advisory
Agreement, subject to the directions of the Adviser and the Board, the Adviser has retained the Sub-Adviser to monitor on a
continuous basis the performance of the Fund’s assets and to assist the Adviser in conducting a continuous program of investment,
evaluation and, if appropriate, sale and reinvestment of the Fund’s assets.
In rendering investment advisory services, the Advisers may use the resources of investment advisor subsidiaries of Standard Life
Aberdeen plc. These affiliates have entered into a memorandum of understanding / personnel sharing procedures (“MOU”) pursuant to
which investment professionals from each affiliate may render portfolio management, research or trading services to U.S. clients of
the Standard Life Aberdeen plc affiliates, including the Fund, as associated persons of the Adviser. Each investment professional who
renders portfolio management, research or trading services under a MOU or personnel sharing arrangement must comply with the
provisions of the Investment Advisers Act of 1940, the 1940 Act, the Securities Act of 1933, as amended, (the “Securities Act”), the
Securities Exchange Act of 1934, as amended (the "Exchange Act"), and the Employee Retirement Income Security Act of 1974, and
the laws of states or countries in which the Advisers do business or has clients. No remuneration is paid by the Fund with regards to
the MOU/personnel sharing arrangements.
The Fund will pay all of its other expenses, including, among others, legal fees and expenses of counsel to the Fund and the Fund’s
independent trustees; insurance (including trustees’ and officers’ errors and omissions insurance); auditing and accounting expenses;
taxes and governmental fees; listing fees; dues and expenses incurred in connection with membership in investment company
organizations; fees and expenses of the Fund’s custodians, administrators, transfer agents, registrars and other service providers;
expenses for portfolio pricing services by a pricing agent, if any; other expenses in connection with the issuance, offering and
underwriting of shares or debt instruments issued by the Fund or with the securing of any credit facility or other loans for the Fund;
expenses relating to investor and public relations; expenses of registering or qualifying securities of the Fund for public sale;
brokerage commissions and other costs of acquiring or disposing of any portfolio holding of the Fund; expenses of preparation and
distribution of reports, notices and dividends to shareholders; expenses of the dividend reinvestment and optional cash purchase plan
(except for brokerage expenses paid by participants in such plan); compensation and expenses of trustees; costs of stationery; any
litigation expenses; and costs of shareholders’ and other meetings.
For services under the Advisory Agreement, the Adviser is paid a fee computed daily and payable monthly at an annual rate of 1.25%
of the Fund’s average daily Managed Assets. For its services to the Fund, under a sub-advisory agreement with the Adviser, the SubAdviser receives a fee from the Adviser equal to 40% of the advisory fee received by the Adviser from the Fund after fee waivers and
expense reimbursements, if any.
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The Adviser has contractually agreed to reimburse the Fund so that total other expenses (as a percentage of net assets attributable to
Common Shares of the Fund) are limited to 0.35% of the average daily net assets of the Fund on an annualized basis (excluding
interest, taxes, brokerage fees, short sale dividend and interest expenses and non-routine expenses). This contractual limitation may
not be terminated before October 31, 2024 without the approval of the Independent Trustees. The Fund may repay any such
reimbursement from the Adviser, within three years of the reimbursement, provided that the following requirements are met: the
reimbursements do not cause the Fund to exceed the lesser of the applicable expense limitation in the contract at the time the fees were
limited or expenses are paid or the applicable expense limitation in effect at the time the expenses are being recouped by the Adviser.
The Advisory and Sub-Advisory Agreements continue for an initial term of two (2) years and may be continued thereafter from year
to year provided such continuance is specifically approved at least annually in the manner required by the 1940 Act. The Advisory and
Sub-Advisory Agreements may be terminated at any time without payment of penalty by the Fund or by the Adviser upon 60 days’
written notice. The Advisory and Sub-Advisory Agreements will automatically terminate in the event of its assignment, as defined
under the 1940 Act. Under the Advisory and Sub-Advisory Agreements, the Advisers are permitted to provide investment advisory
services to other clients.
Effective December 1, 2017, AAML became the Fund’s investment adviser and ASI became the Fund’s sub-adviser. Prior to
December 1, 2017, the Fund was managed by another, unaffiliated investment adviser.
For the fiscal years ended October 31, 2018, 2019 and 2020, the Adviser earned gross advisory fees of $3,201,456, $3,010,700, and
$3,239,832, respectively. For the fiscal year ended October 31, 2018, the Fund’s previous investment adviser, Avenue Capital
Management II, L.P., earned a gross advisory fee of $285,604. The subadvisory fees paid to the Sub-Adviser are paid by the Adviser
from the management fee it receives. For the fiscal years ended October 31, 2018, 2019 and 2020, the Sub-Adviser received subadvisory fees of $1,232,530, $1,096,876, and $1,161,658, respectively.
The Advisory and Sub-Advisory Agreements provide that the Advisers will not be liable for any error of judgment or mistake of law,
or for any act or omission or any loss suffered by the Fund in connection with matters to which the Advisory Agreement relates,
except for a loss resulting from willful misfeasance, bad faith or gross negligence on the part of the Advisers in the performance of its
duties (“disabling conduct”) and provides for indemnification by the Fund of the Advisers for any and all losses, claims, damages,
liabilities or expenses (including reasonable counsel fees and expenses) not resulting from disabling conduct by the Advisers, subject
to certain limitations and conditions.
The Administrator
Aberdeen Standard Investments Inc., located at 1900 Market Street, Suite 200, Philadelphia, PA 19103, serves as administrator to the
Fund. Under the administration agreement, ASI is generally responsible for managing the administrative affairs of the Fund.
For administration related services, ASI is entitled to receive a fee that is computed monthly and paid quarterly at an annual rate of
0.125% of the Fund’s average weekly Managed Assets up to $1 billion, 0.10% of the Fund’s average weekly Managed Assets in
between $1 billion and $2 billion and 0.075% of the Fund’s average weekly Managed Assets in excess of $2 billion, plus certain outof-pocket expenses.
For the fiscal years ended October 31, 2018, 2019 and 2020, ASI earned $320,146, $301,070 and $323,983, respectively from the
Fund for administration services.
During periods when the Fund is using leverage, the fee paid to ASI (for various services) will be higher than if the Fund did not use
leverage because the fees paid are calculated on the basis of the Fund’s Managed Assets, which includes the assets purchased through
leverage. See “Management of the Fund — The Administrator.”
State Street Bank and Trust Company (“State Street”) serves as sub-administrator of the Fund and is paid by ASI out of the fees it
receives as the Fund’s administrator. Prior to December 1, 2017, State Street served as administrator to the Fund. For the fiscal year
ended October 31, 2018, State Street earned as administrator $12,415.
Custodian, Dividend Paying Agent, Transfer Agent and Registrar
State Street serves as custodian (the “Custodian”) for the Fund. State Street also provides accounting services to the Fund. State Street
serves together as the Fund’s dividend paying agent, transfer agent and registrar.
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Investor Relations Provider
Under the terms of the Investor Relations Services Agreement approved by the Fund’s Board on June 12, 2018, ASI provides and pays
third parties to provide investor relations services to the Fund and certain other funds advised by AAML or its affiliates as part of an
Investor Relations Program. Under the Investor Relations Services Agreement, the Fund owes a portion of the fees related to the
Investor Relations Program (the “Fund’s Portion”). However, investor relations services fees are limited by ASI so that the Fund will
only pay up to an annual rate of 0.05% of the Fund’s average weekly net assets. Any difference between the capped rate of 0.05% of
the Fund’s average weekly net assets and the Fund’s Portion is paid for by ASI.
Pursuant to the terms of the Investor Relations Services Agreement, ASI (or third parties engaged by ASI), among other things,
provides objective and timely information to stockholders based on publicly available information; provides information efficiently
through the use of technology while offering stockholders immediate access to knowledgeable investor relations representatives;
develops and maintains effective communications with investment professionals from a wide variety of firms; creates and maintains
investor relations communication materials such as fund manager interviews, films and webcasts, published white papers, magazine
articles and other relevant materials discussing the Fund’s investment results, portfolio positioning and outlook; develops and
maintains effective communications with large institutional shareholders; responds to specific shareholder questions; and reports
activities and results to the Board and management detailing insight into general shareholder sentiment.
Portfolio Management
The information contained under “Item 8. Portfolio Managers of Closed-End Management Investment Companies” of the Fund’s
Annual Report is incorporated herein by reference.
Adam Tabor, Ben Pakenham, Matthew Kence and Erlend Lochen are jointly and primarily responsible for the day-to-day management
of the Fund’s portfolio.
Potential Conflicts of Interest of the Advisers
Because the Advisers manage and/or administer assets for other investment companies, pooled investment vehicles and/or other
accounts (including institutional clients, pension plans and certain high net worth individuals), certain conflicts of interest are present.
For instance, the Advisers receive fees from certain accounts that are higher than the fees received from the Fund, or receive a
performance-based fee on certain accounts. In those instances, the Advisers have an incentive to favor the higher and/or performancebased fee accounts over the Fund. In addition, a conflict of interest exists to the extent the Advisers have proprietary investments in
certain accounts or where the portfolio manager or other employees of the Advisers have personal investments in certain accounts.
The Advisers have an incentive to favor these accounts over the Fund. Because the Advisers manage accounts that engage in short
sales of (or otherwise take short positions in) securities or other instruments of the type in which the Fund invests, the Advisers could
be seen as harming the performance of the Fund for the benefit of the accounts taking short positions, if such short positions cause the
market value of the securities to fall. The Advisers have adopted trade allocation and other policies and procedures that they believe
are reasonably designed to address these and other conflicts of interest. These policies and procedures will have the effect of
foreclosing certain investment opportunities for the Fund from time to time.
The Advisers manage and/or administer assets for accounts other than the Fund, including private accounts and private funds. The
Advisers also currently serve as investment advisers or administrators to other registered, open and closed-end management
investment companies (the Fund and all other accounts managed by the Advisers or their affiliates, including private and registered
funds, are collectively referred to as “ASI funds”). The Fund may invest in the same credit obligations as the ASI funds, although their
investments may include different obligations of the same issuer. For example, the Fund might invest in Senior Loans issued by a
borrower and one or more ASI funds might invest in the borrower’s junior debt. In addition, the Advisers also manage certain
accounts (including CLOs) that invest in certain types of credit obligations in which the Fund may also invest. Investment
opportunities appropriate for both the Fund and another ASI fund generally will be allocated between the Fund and the other ASI fund
in a manner that the Advisers believe to be fair and equitable under the circumstances, in accordance with the Advisers’ trade
allocation policies.
Conflicts of interest may arise where the Fund and other funds or accounts managed or administered by the Advisers simultaneously
hold securities representing different parts of the capital structure of a stressed or distressed issuer. In such circumstances, decisions
made with respect to the securities held by one fund or account may cause (or have the potential to cause) harm to the different class
of securities of the issuer held by other fund or account (including the Fund). For example, if such an issuer goes into bankruptcy or
reorganization, becomes insolvent or otherwise experiences financial distress or is unable to meet its payment obligations or comply
with covenants relating to credit obligations held by the Fund or by the other funds or accounts managed by the Advisers, such other
funds or accounts may have an interest that conflicts with the interests of the Fund. If additional financing for such an issuer is
necessary as a result of financial or other difficulties, it may not be in the best interests of the Fund to provide such additional
financing, but if the other funds or accounts were to lose their respective investments as a result of such difficulties, the Advisers may
have a conflict in recommending actions in the best interests of the Fund. In such situations, the Advisers will seek to act in the best
interests of each of the funds and accounts (including the Fund) and will seek to resolve such conflicts in accordance with its
compliance policies and procedures.
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In addition, the 1940 Act limits the Fund’s ability to enter into certain transactions with certain affiliates of the Advisers. As a result of
these restrictions, the Fund may be prohibited from buying or selling any security directly from or to any portfolio company of a fund
managed by the Advisers or one of their affiliates. Nonetheless, the Fund may under certain circumstances purchase any such portfolio
company’s loans or securities in the secondary market, which could create a conflict for the Advisers between the interests of the Fund
and the portfolio company, in that the ability of the Advisers to recommend actions in the best interest of the Fund might be impaired.
The 1940 Act also prohibits certain “joint” transactions with certain of the Fund’s affiliates (which could include other ASI Funds),
which could be deemed to include certain types of investments, or restructuring of investments, in the same portfolio company
(whether at the same or different times). These limitations may limit the scope of investment opportunities that would otherwise be
available to the Fund. The Board has approved policies and procedures reasonably designed to monitor potential conflicts of interest.
The Board will review these procedures and any conflicts that may arise.
Although the professional staff of the Advisers will devote as much time to the management of the Fund as the Advisers deem
appropriate to perform their duties in accordance with the investment advisory agreement and in accordance with reasonable
commercial standards, the professional staff of the Advisers may have conflicts in allocating their time and services among the Fund
and other funds managed or administered by the Advisers. The Advisers and their affiliates are not restricted from forming additional
investment funds, from entering into other investment advisory relationships or from engaging in other business activities, even
though such activities may be in competition with the Fund and/or may involve substantial time and resources of the Advisers and
their professional staff. These activities could be viewed as creating a conflict of interest in that the time and effort of the members of
the Advisers and their officers and employees will not be devoted exclusively to the business of the Fund but will be allocated
between the business of the Fund and the management of the assets of other clients of the Advisers.
The Advisers or their respective members, officers, directors, employees, principals or affiliates may come into possession of material,
non-public information. The possession of such information may limit the ability of the Fund to buy or sell a security or otherwise to
participate in an investment opportunity. Situations may occur where the Fund could be disadvantaged because of the investment
activities conducted by the Advisers for other clients, and the Advisers will not employ information barriers with regard to its
operations on behalf of its registered and private funds, or other accounts. In certain circumstances, employees of the Advisers may
serve as board members or in other capacities for portfolio or potential portfolio companies, which could restrict the Fund’s ability to
trade in the securities of such companies.
Portfolio transactions and brokerage allocation
The Advisers have responsibility for decisions to buy and sell securities and other instruments for the Fund, the selection of brokers
and dealers to effect the transactions and the negotiation of prices and any brokerage commissions on such transactions. While the
Advisers will be primarily responsible for the placement of the Fund’s portfolio business, the policies and practices in this regard are
subject to review by the Board.
With respect to interests in Senior Loans, the Fund generally will engage in privately negotiated transactions for purchase or sale in
which the Advisers, as applicable, will negotiate on behalf of the Fund (although a more developed market may exist for certain
Senior Loans). The Fund may be required to pay fees, or give up a portion of interest and any fees payable to the Fund, to the lender
selling Participations or Assignments to the Fund. The Advisers will determine the lenders from whom the Fund will purchase
Assignments and Participations by considering their professional ability, level of service, relationship with the borrower, financial
condition, credit standards and quality of management. The illiquidity of many Senior Loans may restrict the ability of the Advisers to
locate in a timely manner persons willing to purchase the Fund’s interests in Senior Loans at a fair price should the Fund desire to sell
such interests. See “Risk factors—Risks Relating to Investing in the Fund’s Common Shares—Risks of Senior Loans” in the
prospectus. Affiliates of the Advisers may participate in the primary and secondary market for Senior Loans. Because of certain
limitations imposed by the 1940 Act, this may restrict the Fund’s ability to acquire some Senior Loans. The Advisers do not believe
that this will have a material effect on the Fund’s ability to acquire Senior Loans consistent with its investment policies.
As most transactions made by the Fund are principal transactions at net prices, the Fund generally incurs little or no brokerage costs.
The portfolio securities in which the Fund invests are normally purchased directly from the issuer or in the OTC market from an
underwriter or market maker for the securities. Purchases from underwriters of portfolio securities include a commission or concession
paid by the issuer to the underwriter and purchases from dealers serving as market makers include a spread or markup to the dealer
between the bid and asked price. Sales to dealers are effected at bid prices.
The Fund may also purchase certain money market instruments directly from an issuer, in which case no commissions or discounts are
paid (although the Fund may indirectly bear fees and expenses of any money market funds in which it invests), or may purchase and
sell listed securities on an exchange, which are effected through brokers who charge a commission for their services.
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Except as described below, the primary consideration in portfolio security transactions is best execution of the transaction (i.e.,
execution at a favorable price and in the most effective manner possible). “Best execution” encompasses many factors affecting the
overall benefit obtained by the client account in the transaction including, but not necessarily limited to, the price paid or received for
a security, the commission charged, the promptness, availability and reliability of execution, the confidentiality and placement
accorded the order, and customer service. Therefore, “best execution” does not necessarily mean obtaining the best price alone but is
evaluated in the context of all the execution services provided. The Advisers have complete freedom as to the markets in and the
broker-dealers through which they seek this result.
Subject to the primary consideration of seeking best execution and as discussed below, securities may be bought or sold through
broker-dealers who have furnished statistical, research, corporate access, and other information or services to the Advisers. SEC
regulations provide a “safe harbor” that allows an investment adviser to pay for research and brokerage services with commission
dollars generated by client transactions. Effective with the implementation of MiFID II, the Aberdeen Group absorbs all research costs
and generally no longer relies on the “safe harbor” under Section 28(e) of the Exchange Act.
There may be occasions when portfolio transactions for the Fund are executed as part of concurrent authorizations to purchase or sell
the same security for trusts or other accounts (including other mutual Fund) served by the Advisers or by an affiliated company
thereof. Although such concurrent authorizations potentially could be either advantageous or disadvantageous to the Fund, they are
affected only when the Advisers believes that to do so is in the interest of the Fund. When such concurrent authorizations occur, the
executions will be allocated in an equitable manner.
In purchasing and selling investments for the Fund, it is the policy of the Advisers to seek best execution through responsible brokerdealers. The determination of what may constitute best execution in a securities transaction by a broker involves a number of
considerations, including the overall direct net economic result to the Fund (involving both price paid or received and any
commissions and other costs paid), the efficiency with which the transaction is effected, the ability to effect the transaction at all when
a large block is involved, the availability of the broker to stand ready to execute possibly difficult transactions in the future, the
professionalism of the broker, and the financial strength and stability of the broker. These considerations are judgmental and are
weighed by the Advisers in determining the overall reasonableness of securities executions and commissions paid. In selecting brokerdealers, the Advisers will consider various relevant factors, including, but not limited to, the size and type of the transaction; the
nature and character of the markets for the security or asset to be purchased or sold; the execution efficiency, settlement capability,
and financial condition of the broker-dealer’s firm; the broker-dealer’s execution services, rendered on a continuing basis; and the
reasonableness of any commissions.
With respect to FX transactions, different considerations or circumstances may apply, particularly with respect to Restricted Market
FX. FX transactions executed for the Fund are divided into two main categories: (1) Restricted Market FX and (2) Unrestricted
Market FX. Restricted Market FX are required to be executed by a local bank in the applicable market. Unrestricted Market FX are
not required to be executed by a local bank. The Advisers or third-party agent execute Unrestricted Market FX relating to trading
decisions. The Fund’s custodian executes all Restricted Market FX because it has local banks or relationships with local banks in each
of the restricted markets where custodial client accounts hold securities. Unrestricted Market FX relating to the repatriation of
dividends and/or income/expense items not directly relating to trading may be executed by the Advisers or by the Fund’s custodian
due to the small currency amount and lower volume of such transactions. The Fund and the Advisers have limited ability to negotiate
prices at which certain FX transactions are customarily executed by the Fund’s custodian, i.e., transactions in Restricted Market FX
and repatriation transactions.
The Advisers may cause the Fund to pay a broker-dealer a commission that is in excess of the commission another broker-dealer
would have received for executing the transaction if it is determined to be consistent with the Advisers’ obligation to seek bestexecution pursuant to the standards described above.
Under the 1940 Act, “affiliated persons” of the Fund are prohibited from dealing with it as a principal in the purchase and sale of
securities unless an exemptive order allowing such transactions is obtained from the SEC. However, each Fund may purchase
securities from underwriting syndicates of which a sub-adviser (if applicable) or any of its affiliates, as defined in the 1940 Act, is a
member under certain conditions, in accordance with Rule 10f-3 under the 1940 Act.
The Fund contemplates that, consistent with the policy of seeking to obtain best execution, brokerage transactions may be conducted
through “affiliated brokers or dealers,” as defined in rules under the 1940 Act. Under the 1940 Act, commissions paid by the Fund to
an “affiliated broker or dealer” in connection with a purchase or sale of securities offered on a securities exchange may not exceed the
usual and customary broker’s commission. Accordingly, it is the Fund’s policy that the commissions to be paid to an affiliated brokerdealer must, in the judgment of the Advisers, be (1) at least as favorable as those that would be charged by other brokers having
comparable execution capability and (2) at least as favorable as commissions contemporaneously charged by such broker or dealer on
comparable transactions for the broker’s or dealer’s unaffiliated customers. The Advisers do not necessarily deem it practicable or in
the Fund’s best interests to solicit competitive bids for commissions on each transaction. However, consideration regularly is given to
information concerning the prevailing level of commissions charged on comparable transactions by other brokers during comparable
periods of time.
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Neither the Fund nor the Advisers have an agreement or understanding with a broker-dealer, or other arrangements to direct the Fund’
brokerage transactions to a broker-dealer because of the research services such broker provides to the Fund or the Advisers. While the
Advisers does not have arrangements with any broker-dealers to direct such brokerage transactions to them because of research
services provided, the Advisers may receive research services from such broker-dealers. The dollar amount of transactions and related
commissions for transactions paid to a broker from which the Advisers also received research services for the fiscal year ended
October 31, 2020 are in the table below:
Total Dollar Amount of
Transactions

$

Total Commissions Paid on
Such Transactions

$24,992,471 $

$7,497

During the fiscal years ended October 31, 2020, 2019 and 2018, the following brokerage commissions were paid by the Fund:
Year ended October 31,
($000 omitted)
2019

2020

$

10 $

2018

4 $

0

During the fiscal year ended October 31, 2020, Fund did not hold any investments in securities of its regular broker-dealers (as
defined in Rule 10b-1 under the 1940 Act).
Portfolio Turnover
The Advisers will effect portfolio transactions without regard to holding period, if, in their judgment, such transactions are advisable
in light of a change in circumstance in general market, economic or financial conditions. As a result of its investment policies, the
Fund may engage in a substantial number of portfolio transactions. Accordingly, while the Fund anticipates that its annual turnover
rate should not exceed 100% under normal conditions, it is impossible to predict portfolio turnover rates. The portfolio turnover rate is
calculated by dividing the lesser of the Fund’s annual sales or purchases of portfolio securities (exclusive of purchases or sales of
securities whose maturities at the time of acquisition were one year or less) by the monthly average value of the securities in the
portfolio during the year. High portfolio turnover involves correspondingly greater transaction costs in the form of dealer spreads and
brokerage commissions, which are borne directly by the Fund. In addition, a high rate of portfolio turnover may result in certain tax
consequences, such as increased capital gain dividends and/or ordinary income dividends.
The rate of portfolio turnover in the fiscal years ended October 31, 2020 and October 31, 2019 was 97% and 93%, respectively.
Description of shares
Common Shares
The Fund’s Common Shares are described in the prospectus. The Fund intends to hold annual meetings of shareholders so long as the
Common Shares are listed on a national securities exchange and such meetings are required as a condition to such listing.
Preferred Shares
The terms of any preferred shares issued by the Fund, including their dividend rate, voting rights, liquidation preference and
redemption provisions, will be determined by the Board (subject to applicable law and the Fund’s Agreement and Declaration of Trust)
if and when it authorizes an offering of preferred shares. The rights, preferences, powers and privileges of such preferred shares may
be set forth in an amendment or supplement to the Agreement and Declaration of Trust.
If the Board determines to proceed with an offering of preferred shares, the terms of the preferred shares may be the same as, or
different from, the terms described in the prospectus, subject to applicable law and the Fund’s Agreement and Declaration of Trust.
The Board, without the approval of the Common Shareholders, may authorize an offering of preferred shares or may determine not to
authorize such an offering, and may fix the terms of the preferred shares to be offered.
Other Shares
The Board (subject to applicable law and the Fund’s Agreement and Declaration of Trust) may authorize an offering, without the
approval of the holders of either Common Shares or preferred shares, of other classes of shares, or other classes or series of shares, as
they determine to be necessary, desirable or appropriate, having such terms, rights, preferences, privileges, limitations and restrictions
as the Board sees fit. The Fund currently does not expect to issue any other classes of shares, or series of shares, except for the
Common Shares, and possibly, the preferred shares.
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Repurchase of Common Shares
The Fund is a closed-end management investment company and as such its Common Shareholders will not have the right to cause the
Fund to redeem their Common Shares. Instead, the Fund’s Common Shares trade in the open market at a price that will be a function
of several factors, including dividend levels (which are in turn affected by expenses), NAV, call protection, dividend stability, relative
demand for and supply of such Common Shares in the market, general market and economic conditions and other factors. Because
shares of a closed-end investment company may frequently trade at prices lower than NAV, the Board may consider actions that might
be taken to reduce or eliminate any material discount from NAV in respect of Common Shares, which may include the repurchase of
such Common Shares in the open market or in private transactions, the making of a tender offer for such Common Shares or the
conversion of the Fund to an open-end investment company. The Board has authorized repurchases of Common Shares through open
market transactions if deemed necessary or desirable in reducing the discount from NAV in the market price of Common Shares,
provided that the Fund may not repurchase more than 10% of its outstanding Common Shares in any calendar year. The Board may
decide not to take any of the other aforementioned actions. In addition, there can be no assurance that Common Share repurchases or
tender offers, if undertaken, will reduce market discount.
Notwithstanding the foregoing, at any time when the Fund has preferred shares outstanding, the Fund may not purchase, redeem or
otherwise acquire any of its Common Shares unless (1) all accrued preferred share dividends have been paid and (2) at the time of
such purchase, redemption or acquisition, the NAV of the Fund’s portfolio (determined after deducting the acquisition price of the
Common Shares) is at least 200% of the liquidation value of the outstanding preferred shares (expected to equal the original purchase
price per share plus any accrued and unpaid dividends thereon). Any service fees incurred in connection with any tender offer made by
the Fund will be borne by the Fund and will not reduce the stated consideration to be paid to tendering Common Shareholders.
Subject to its investment restrictions, the Fund may borrow to finance the repurchase of Common Shares or to make a tender offer.
Interest on any borrowings to finance Common Share repurchase transactions or the accumulation of cash by the Fund in anticipation
of Common Share repurchases or tenders will reduce the Fund’s net income. Any Common Share repurchase, tender offer or
borrowing that might be approved by the Board would have to comply with the Exchange Act, the 1940 Act and the rules and
regulations thereunder.
The Board currently has no intention to take any other action in response to a discount from NAV. Further, it is the Board’s intention
not to authorize repurchases of Common Shares or a tender offer for such Common Shares if: (1) such transactions, if consummated,
would (a) result in the delisting of the Common Shares from the NYSE or (b) impair the Fund’s status as a regulated investment
company under the Code (which would make the Fund a taxable entity, causing the Fund’s income to be taxed at the trust level in
addition to the taxation of shareholders who receive dividends from the Fund) or as a registered closed-end investment company under
the 1940 Act; (2) the Fund would not be able to liquidate portfolio securities in an orderly manner and consistent with the Fund’s
investment objectives and policies in order to repurchase Common Shares; or (3) there is, in the Board’s judgment, any (a) material
legal action or proceeding instituted or threatened challenging such transactions or otherwise materially adversely affecting the Fund,
(b) general suspension of or limitation on prices for trading securities on the NYSE, (c) declaration of a banking moratorium by
Federal or state authorities or any suspension of payment by U.S. or New York banks, (d) material limitation affecting the Fund or the
issuers of its portfolio securities by Federal or state authorities on the extension of credit by lending institutions or on the exchange of
foreign currency, (e) commencement or continuation of war, armed hostilities or other international or national calamity directly or
indirectly involving the United States or (f) other event or condition which would have a material adverse effect (including any
adverse tax effect) on the Fund or its Common Shareholders if Common Shares were repurchased. Even in the absence of such
conditions, the Board may decline to take action in response to a discount from NAV of the Common Shares. The Board may in the
future modify these conditions in light of experience.
The repurchase by the Fund of its Common Shares at prices below NAV will result in an increase in the NAV of those Common
Shares that remain outstanding. However, there can be no assurance that Common Share repurchases or tender offers at or below
NAV will result in the Fund’s Common Shares trading at a price equal to their NAV.
In addition, a purchase by the Fund of its Common Shares will decrease the Fund’s Managed Assets which would likely have the
effect of increasing the Fund’s expense ratio. Any purchase by the Fund of its Common Shares at a time when preferred shares are
outstanding will increase the leverage applicable to the outstanding Common Shares then remaining.
Before deciding whether to take any action if the Common Shares trade below NAV, the Board would consider all relevant factors,
including the extent and duration of the discount, the liquidity of the Fund’s portfolio, the impact of any action that might be taken on
the Fund or its Common Shareholders and market considerations. Based on these considerations, even if the Fund’s Common Shares
should trade at a discount, the Board may determine that, in the interest of the Fund and its Common Shareholders, no action should
be taken.
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Tax matters
The following is a description of the material U.S. federal income tax considerations affecting the Fund and the material U.S. federal
income tax consequences of owning and disposing of Common Shares. The discussion below provides general tax information related
to an investment in Common Shares, but this discussion does not purport to be a complete description of the U.S. federal income tax
consequences of an investment in the Common Shares. It is based on the Code and Treasury regulations thereunder and administrative
pronouncements, all as of the date hereof, any of which is subject to change, possibly with retroactive effect. In addition, it does not
describe all of the tax consequences that may be relevant in light of a Common Shareholder’s particular circumstances, including
alternative minimum tax consequences and tax consequences applicable to Common Shareholders subject to special tax rules, such as
certain financial institutions; dealers or traders in securities who use a mark-to-market method of tax accounting; persons holding
Common Shares as part of a hedging transaction, wash sale, conversion transaction or integrated transaction or persons entering into a
constructive sale with respect to the Common Shares; entities classified as partnerships or other pass-through entities for U.S. federal
income tax purposes; real estate investment trusts; insurance companies; U.S. holders (as defined below) whose functional currency is
not the U.S. dollar; or tax-exempt entities, including “individual retirement accounts” or “Roth IRAs.” Unless otherwise noted, the
following discussion applies only to a Common Shareholder that holds Common Shares as a capital asset and is a U.S. holder. A “U.S.
holder” is a holder who, for U.S. federal income tax purposes, is a beneficial owner of Common Shares and is (i) an individual who is
a citizen or resident of the United States; (ii) a corporation, or other entity taxable as a corporation, created or organized in or under
the laws of the United States, any state therein or the District of Columbia; (iii) an estate the income of which is subject to U.S. federal
income taxation regardless of its source; or (iv) a trust if it (x) is subject to the primary supervision of a court within the United States
and one or more U.S. persons have the authority to control all substantial decisions of the trust or (y) has a valid election in effect
under applicable United States Treasury regulations to be treated as a U.S. person. Tax laws are complex and often change, and
Common Shareholders should consult their tax advisors about the U.S. federal, state, local or non-U.S. tax consequences of an
investment in the Fund.
Taxation of the Fund
The Fund has elected to be treated as, and intends to continue to qualify in each taxable year as, a regulated investment company (a
“RIC”) under Subchapter M of the Code. To qualify as a RIC for any taxable year, the Fund must, among other things, satisfy both an
income test and an asset test for such taxable year. Specifically, (i) at least 90% of the Fund’s gross income for such taxable year must
consist of dividends; interest; payments with respect to certain securities loans; gains from the sale or other disposition of stock,
securities or foreign currencies; other income (including, but not limited to, gains from options, futures or forward contracts) derived
with respect to its business of investing in such stock, securities or currencies; and net income derived from interests in “qualified
publicly traded partnerships” (such income, “Qualifying RIC Income”) and (ii) the Fund’s holdings must be diversified so that, at the
end of each quarter of such taxable year, (a) at least 50% of the value of the Fund’s total assets is represented by cash and cash items,
securities of other RICs, U.S. government securities and other securities, with such other securities limited, in respect of any one
issuer, to an amount not greater than 5% of the value of the Fund’s total assets and not greater than 10% of the outstanding voting
securities of such issuer and (b) not more than 25% of the value of the Fund’s total assets is invested (x) in securities (other than U.S.
government securities or securities of other RICs) of any one issuer or of two or more issuers that the Fund controls and that are
engaged in the same, similar or related trades or businesses or (y) in the securities of one or more “qualified publicly traded
partnerships.” The Fund’s share of income derived from a partnership other than a “qualified publicly traded partnership” will be
treated as Qualifying RIC Income only to the extent that such income would have constituted Qualifying RIC Income if derived
directly by the Fund. A “qualified publicly traded partnership” is generally defined as an entity that is treated as a partnership for U.S.
federal income tax purposes if (i) interests in such entity are traded on an established securities market or are readily tradable on a
secondary market or the substantial equivalent thereof and (ii) less than 90% of its gross income for the relevant taxable year consists
of Qualifying RIC Income. The Code provides that the Treasury Department may by regulation exclude from Qualifying RIC Income
foreign currency gains that are not directly related to the RIC’s principal business of investing in stock or securities (or options and
futures with respect to stock or securities). The Fund anticipates that, in general, its foreign currency gains will be directly related to
its principal business of investing in stock and securities.
As a RIC, the Fund generally is not subject to U.S. federal income tax on its “investment company taxable income” and net capital
gain (that is, the excess of net long-term capital gains over net short-term capital losses) that it distributes (including amounts that are
reinvested pursuant to the Plan, as described below) to its shareholders, provided that it distributes on a timely basis with respect to
each taxable year at least 90% of its “investment company taxable income” and its net tax-exempt interest income for such taxable
year. In general, a RIC’s “investment company taxable income” for any taxable year is its taxable income, determined without regard
to net capital gain and with certain other adjustments. The Fund distributes, and intends to continue to distribute, all or substantially all
of its “investment company taxable income,” net tax-exempt interest income (if any) and net capital gain on an annual basis. Any
taxable income, including any net capital gain, that the Fund does not distribute to its shareholders in a timely manner will be subject
to U.S. federal income tax at regular corporate rates.
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If the Fund retains any net capital gains for reinvestment, it may elect to treat such capital gains as having been distributed to its
shareholders. If the Fund makes such an election, each shareholder will be required to report its share of such undistributed net capital
gain as long-term capital gain and will be entitled to claim its share of the U.S. federal income taxes paid by the Fund on such
undistributed net capital gain as a credit against its own U.S. federal income tax liability, if any, and to claim a refund on a properly
filed U.S. federal income tax return to the extent that the credit exceeds such liability. In addition, each shareholder will be entitled to
increase the adjusted tax basis of its Common Shares by the difference between its share of such undistributed net capital gain and the
related credit. There can be no assurance that the Fund will make this election if it retains all or a portion of its net capital gain for a
taxable year.
A RIC will be subject to a nondeductible 4% excise tax on certain amounts that it fails to distribute during each calendar year. In order
to avoid this excise tax, a RIC must distribute during each calendar year an amount at least equal to the sum of (i) 98% of its ordinary
taxable income (taking into account certain deferrals and elections) for the calendar year; (ii) 98.2% of its capital gain net income for
the one-year period ended on October 31 of the calendar year and (iii) any ordinary income and capital gains for previous years that
were not distributed during those years. For purposes of determining whether the Fund has met this distribution requirement,
(i) certain ordinary gains and losses that would otherwise be taken into account for the portion of the calendar year after October 31
will be treated as arising on January 1 of the following calendar year and (ii) the Fund will be deemed to have distributed any income
or gains on which it paid U.S. federal income tax in the taxable year ending within the relevant calendar year. The Fund intends
generally to make distributions sufficient to permit it to avoid the imposition of this excise tax, but there can be no assurance in this
regard.
If the Fund failed to qualify as a RIC or failed to satisfy the 90% distribution requirement in any taxable year, the Fund would be
subject to U.S. federal income tax at regular corporate rates on its taxable income, including its net capital gain, even if such income
were distributed to its shareholders, and all distributions out of earnings and profits would be taxed to shareholders as ordinary
dividend income. Such distributions generally would be eligible for the dividends-received deduction in the case of corporate
shareholders and may also be eligible for treatment by non-corporate shareholders as “qualified dividend income,” provided in each
case that certain holding period and other requirements were satisfied. In addition, the Fund could be required to recognize unrealized
gains, pay taxes and make distributions (any of which could be subject to interest charges) before re-qualifying for taxation as a RIC.
If the Fund fails to satisfy the income test or diversification test described above, however, it may in certain circumstances be able to
avoid losing its status as a RIC by timely providing notice of such failure to the Internal Revenue Service, curing such failure and
possibly paying an additional tax.
Some of the investments that the Fund is expected to make, such as investments in debt securities that are treated as issued with
original issue discount, will cause the Fund to recognize income or gain for U.S. federal income tax purposes prior to the receipt of
any corresponding cash or other property. Because the distribution requirements described above will apply to this income, the Fund
may be required to borrow money or dispose of other securities at disadvantageous times in order to make the relevant distributions.
If the Fund utilizes leverage through the issuance of preferred shares or borrowings, it will be prohibited from declaring a distribution
or dividend if it would fail the applicable asset coverage test(s) under the 1940 Act after the payment of such distribution or dividend.
In addition, certain covenants in credit facilities or indentures may impose greater restrictions on the Fund’s ability to declare and pay
dividends on Common Shares. See “Investment objectives and principal investment strategy—Use of leverage and related risks” for a
description of the leverage utilized by the Fund. Limits on the Fund’s ability to pay dividends on Common Shares may prevent the
Fund from meeting the distribution requirements described above, and may therefore jeopardize the Fund’s qualification for taxation
as a RIC or subject the Fund to income or excise tax on undistributed income. The Fund will endeavor to avoid restrictions on its
ability to make dividend payments. If the Fund is precluded from making distributions on the Common Shares because of any
applicable asset coverage requirements, the terms of the preferred shares (if any) may provide that any amounts so precluded from
being distributed, but required to be distributed for the Fund to meet the distribution requirements for qualification as a RIC, will be
paid to the holders of the preferred shares as a special distribution. This distribution can be expected to decrease the amount that
holders of preferred shares would be entitled to receive upon redemption or liquidation of the shares.
Certain of the Fund’s investments are expected to be subject to special U.S. federal income tax provisions that may, among other
things, (i) disallow, suspend or otherwise limit the allowance of certain losses or deductions; (ii) convert lower-taxed long-term capital
gain or qualified dividend income into higher-taxed short-term capital gain or ordinary income; (iii) convert an ordinary loss or a
deduction into a capital loss, the deductibility of which is more limited; (iv) adversely affect when a purchase or sale of stock or
securities is deemed to occur; (v) adversely alter the intended characterization of certain complex financial transactions; (vi) cause the
Fund to recognize income or gain without a corresponding receipt of cash and (vii) produce income that will not constitute Qualifying
RIC Income. The application of these rules could cause the Fund to be subject to U.S. federal income tax or the nondeductible 4%
excise tax and, under certain circumstances, could affect the Fund’s status as a RIC. The Fund monitors its investments and may make
certain tax elections in order to mitigate the effect of these provisions. Moreover, there may be uncertainty as to the appropriate
treatment of certain of the Fund’s investments for U.S. federal income tax purposes. In particular, the U.S. federal income tax
treatment of investments in debt securities that are rated below investment grade is uncertain in various respects.
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Distributions
Distributions of the Fund’s ordinary income and net short-term capital gains will, except as described below with respect to
distributions of “qualified dividend income,” generally be taxable to the Common Shareholders as ordinary income to the extent such
distributions are paid out of the Fund’s current or accumulated earnings and profits, as determined for U.S. federal income tax
purposes. Distributions (or deemed distributions, as described above), if any, of net capital gains will be taxable as long-term capital
gains, regardless of the length of time the Common Shareholder has owned Common Shares. The ultimate tax characterization of the
Fund’s distributions made in a taxable year cannot be determined until after the end of the taxable year. As a result, there is a
possibility that the Fund may make total distributions during a taxable year in an amount that exceeds the current and accumulated
earnings and profits of the Fund. A distribution of an amount in excess of the Fund’s current and accumulated earnings and profits will
be treated by a Common Shareholder as a return of capital that will be applied against and reduce the Common Shareholder’s basis in
its Common Shares. To the extent that the amount of any such distribution exceeds the Common Shareholder’s basis in its Common
Shares, the excess will be treated as gain from a sale or exchange of the Common Shares. If the Fund issues preferred shares, its
earnings and profits must be allocated first to such preferred shares, and then to the Common Shares, in each case on a pro rata basis.
It is expected that a very substantial portion of the Fund’s income will consist of ordinary income. For example, interest and original
issue discount derived by the Fund will constitute ordinary income. In addition, gain derived by the Fund from the disposition of debt
securities with “market discount” (generally, securities purchased by the Fund at a discount to their stated redemption price) will be
treated as ordinary income to the extent of the market discount that has accrued, as determined for U.S. federal income tax purposes, at
the time of such disposition unless the Fund makes an election to accrue market discount on a current basis. In addition, certain of the
Fund’s investments will be subject to special U.S. federal income tax provisions that may affect the character, increase the amount
and/or accelerate the timing of income earned by the fund.
Dividends distributed by the Fund to a corporate Common Shareholder will qualify for the dividends-received deduction only to the
extent that the dividends consist of distributions of qualifying dividends received by the Fund. In addition, any such dividendsreceived deduction will be disallowed or reduced if the corporate Common Shareholder fails to satisfy certain requirements, including
a holding period requirement, with respect to its Common Shares. Distributions of “qualified dividend income” to an individual or
other non-corporate Common Shareholder made or deemed made by the Fund will be subject to tax at reduced maximum rates
(depending on whether the shareholder’s income exceeds certain threshold amounts), provided that the shareholder meets certain
holding period and other requirements with respect to its Common Shares. “Qualified dividend income” generally includes dividends
from domestic corporations and dividends from foreign corporations that meet certain specified criteria. Given the Fund’s investment
strategy, it is not expected that a large portion of the distributions made by the Fund will be eligible for the dividends-received
deduction (in the case of corporate shareholders) or for treatment as “qualified dividend income” (in the case of individual
shareholders).
Distributions will be treated in the manner described above regardless of whether such distributions are paid in cash or invested in
additional Common Shares pursuant to the Plan. If the Common Shares are trading below NAV, Common Shareholders receiving
distributions in the form of additional Common Shares will be treated as receiving a distribution in the amount of cash that they would
have received if they had elected to receive the distribution in cash. If the Fund issues additional Common Shares with a fair market
value equal to or greater than NAV, however, Common Shareholders will be treated as receiving a distribution in the amount of the
fair market value of the distributed Common Shares.
Although dividends generally will be treated as distributed when paid, dividends declared in October, November or December,
payable to Common Shareholders of record on a specified date in one of those months, and paid during the following January, will be
treated as having been distributed by the Fund (and received by Common Shareholders) on December 31 of the year in which declared.
The Internal Revenue Service currently requires that a RIC that has two or more classes of stock allocate to each class proportionate
amounts of each type of its income (such as ordinary income, capital gains and dividends qualifying for the dividends-received
deduction) based upon the percentage of total dividends paid to each class for the tax year. Accordingly, if the Fund issues preferred
shares, the Fund will allocate capital gain dividends and dividends qualifying for the dividends-received deduction, if any, between its
Common Shares and shares of preferred stock in proportion to the total dividends paid to each class with respect to such tax year.
Common Shareholders will be notified annually as to the U.S. federal tax status of distributions, and Common Shareholders receiving
distributions in the form of additional Common Shares will receive a report as to the NAV of those Common Shares.
Medicare Tax
An additional 3.8% Medicare tax is imposed on certain net investment income (including ordinary dividends and capital gain
distributions received from the Fund and net gains from redemptions or other taxable dispositions of Fund shares) of U.S. individuals,
estates and trusts to the extent that such person’s “modified adjusted gross income” (in the case of an individual) or “adjusted gross
income” (in the case of an estate or trust) exceed certain threshold amounts.
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Sale or Exchange of Common Shares
A Common Shareholder may recognize capital gain or loss on the sale or other disposition of Common Shares. The amount of the
gain or loss will be equal to the difference between the amount realized and the Common Shareholder’s adjusted tax basis in the
relevant Common Shares. Such gain or loss generally will be a long-term gain or loss if the Common Shareholder’s holding period for
such Common Shares is more than one (1) year. Under current law, net capital gains recognized by non-corporate Common
Shareholders are generally subject to reduced maximum rates, depending on whether the Common Shareholder’s income exceeds
certain threshold amounts.
Losses realized by a Common Shareholder on the sale or exchange of Common Shares held for six months or less will be treated as
long-term capital losses to the extent of any distribution of long-term capital gain received (or deemed received, as discussed above)
with respect to such Common Shares. In addition, no loss will be allowed on a sale or other disposition of Common Shares if the
Common Shareholder acquires (including pursuant to the Plan), or enters into a contract or option to acquire, Common Shares within
30 days before or after the disposition. In such a case, the basis of the securities acquired will be adjusted to reflect the disallowed loss.
Reporting of adjusted cost basis information for covered securities, which generally include shares of a regulated investment company
acquired after January 1, 2012, is required to the Internal Revenue Service and to taxpayers. Common Shareholders should contact
their financial intermediaries with respect to reporting of cost basis and available elections for their accounts.
Under U.S. Treasury regulations, if a Common Shareholder recognizes losses with respect to Common Shares of $2 million or more
for an individual Common Shareholder or $10 million or more for a corporate Common Shareholder, the Common Shareholder must
file with the Internal Revenue Service a disclosure statement on Internal Revenue Service Form 8886. Direct shareholders of portfolio
securities are in many cases excepted from this reporting requirement, but under current guidance, shareholders of a RIC are not
excepted. Future guidance may extend the current exception from this reporting requirement to shareholders of most or all RICs. The
fact that a loss is reportable under these regulations does not affect the legal determination of whether the taxpayer’s treatment of the
loss is proper. Shareholders should consult their tax advisors to determine the applicability of these regulations in light of their
individual circumstances.
Backup Withholding and Information Reporting
Information returns will be filed with the Internal Revenue Service in connection with payments on the Common Shares and the
proceeds from a sale or other disposition of the Common Shares. A Common Shareholder will be subject to backup withholding
(currently, at a rate of 24%) on all such payments if it fails to provide the payor with its correct taxpayer identification number
(generally on an Internal Revenue Service form W-9) and to make required certifications or otherwise establish an exemption from
backup withholding. Corporate Common Shareholders and certain other Common Shareholders generally are exempt from backup
withholding. Backup withholding is not an additional tax. Any amounts withheld pursuant to these rules may be credited against the
applicable Common Shareholder’s U.S. federal income tax liability, provided the required information is timely furnished to the
Internal Revenue Service.
Non-U.S. Common Shareholders
The U.S. federal income taxation of a Common Shareholder that is a nonresident alien individual, a foreign trust or estate or a foreign
corporation, as defined for U.S. federal income tax purposes (a “non-U.S. Common Shareholder”) depends on whether the income that
the Common Shareholder derives from the Fund is “effectively connected” with a U.S. trade or business carried on by the Common
Shareholder.
If the income that a non-U.S. Common Shareholder derives from the Fund is not “effectively connected” with a U.S. trade or business
carried on by such non-U.S. Common Shareholder, distributions of “investment company taxable income” will generally be subject to
a U.S. federal withholding tax at a rate of 30% (or a lower rate under an applicable treaty).
Properly reported dividends received by a nonresident alien or foreign entity are generally exempt from U.S. federal withholding tax
when they (a) are paid in respect of the Fund’s “qualified net interest income” (generally, the Fund’s U.S. source interest income,
reduced by expenses that are allocable to such income), or (b) are paid in connection with the Fund’s “qualified short-term capital
gains” (generally, the excess of the Fund’s net short-term capital gain over the Fund’s long-term capital loss for such taxable year).
However, depending on the circumstances, the Fund may designate all, some or none of the Fund’s potentially eligible dividends as
such qualified net interest income or as qualified short-term capital gains, and a portion of the Fund’s distributions (e.g., interest from
non-U.S. sources or any foreign currency gains) would be ineligible for this potential exemption from withholding. There can be no
assurance as to whether or not legislation will be enacted to extend this exemption.
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A non-U.S. Common Shareholder whose income from the Fund is not “effectively connected” with a U.S. trade or business (or, if an
income tax treaty is applicable, is not attributable to a permanent establishment maintained by the non-U.S. Common Shareholder in
the United States) will generally be exempt from U.S. federal income tax on capital gain dividends, any amounts retained by the Fund
that are designated as undistributed capital gains and any gains realized upon the sale or exchange of shares of the Fund. If, however,
such a non-U.S. Common Shareholder is a nonresident alien individual and is physically present in the United States for 183 days or
more during the taxable year and meets certain other requirements such capital gain dividends, undistributed capital gains and gains
from the sale or exchange of Common Shares will be subject to a 30% U.S. tax.
If the income from the Fund is “effectively connected” with a U.S. trade or business carried on by a non-U.S. Common Shareholder
(and, if an income tax treaty is applicable, is attributable to a permanent establishment maintained by the non-U.S. Common
Shareholder in the United States), any distributions of “investment company taxable income,” any capital gain dividends, any amounts
retained by the Fund that are designated as undistributed capital gains and any gains realized upon the sale or exchange of shares of
the Fund will be subject to U.S. income tax, on a net income basis, in the same manner, and at the graduated rates applicable to, U.S.
persons. If such a non-U.S. Common Shareholder is a corporation, it may also be subject to the U.S. branch profits tax.
A non-U.S. Common Shareholder other than a corporation may be subject to backup withholding on net capital gain distributions that
are otherwise exempt from withholding tax or on distributions that would otherwise be taxable at a reduced treaty rate if such
Common Shareholder does not certify its non-U.S. status under penalties of perjury or otherwise establish an exemption.
A non-U.S. Shareholder may also be subject to U.S. estate tax with respect to their Fund shares.
The tax consequences to a non-U.S. Common Shareholder entitled to claim the benefits of an applicable tax treaty may differ from
those described herein. Non-U.S. Common Shareholders are advised to consult their tax advisors with respect to the particular tax
consequences to them of an investment in the Fund.
In addition, the Fund is required to withhold U.S. tax (at a 30% rate) on payments of taxable dividends made to certain non-U.S.
entities that fail to comply (or be deemed compliant) with extensive reporting and withholding requirements designed to inform the
U.S. Department of the Treasury of U.S.-owned foreign investment accounts. To avoid withholding, foreign financial institutions will
need to (i) enter into agreements with the IRS that state that they will provide the IRS information, including the names, addresses and
taxpayer identification numbers of direct and indirect U.S. account holders, comply with due diligence procedures with respect to the
identification of U.S. accounts, report to the IRS certain information with respect to U.S. accounts maintained, agree to withhold tax
on certain payments made to non-compliant foreign financial institutions or to account holders who fail to provide the required
information, and determine certain other information as to their account holders, or (ii) in the event that an applicable
intergovernmental agreement and implementing legislation are adopted, provide local revenue authorities with similar account holder
information. Other foreign entities will need to either provide the name, address, and taxpayer identification number of each
substantial U.S. owner or certifications of no substantial U.S. ownership unless certain exceptions apply. Under some circumstances, a
foreign shareholder may be eligible for refunds or credits of such taxes.
Other Taxes
Common Shareholders may be subject to state, local and non U.S. taxes on their Fund distributions. Common Shareholders are
advised to consult their tax advisors with respect to the particular tax consequences to them of an investment in the Fund.
Proxy voting policy and proxy voting record
The Board has delegated the day-to-day responsibility to the Advisers to vote the Fund’s proxies. Proxies are voted by the Advisers
pursuant to the Board approved proxy guidelines, a copy of which as currently in effect as of the date of this SAI is attached hereto as
Appendix B.
Information on how the Fund voted proxies (if any) relating to portfolio securities during the most recent 12 month period ending
June 30 is available: (i) upon request and without charge by calling Investor Relations toll-free at 1-800-522-5465, or (ii) on the SEC’s
website at http://www.sec.gov.
Incorporation by reference
This SAI is part of a registration statement that the Fund has filed with the SEC. The Fund is permitted to “incorporate by reference”
the information that it files with the SEC, which means that the Fund can disclose important information to you by referring you to
those documents. The information incorporated by reference is an important part of this SAI, and later information that the Fund files
with the SEC will automatically update and supersede this information.
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The documents listed below, and any reports and other documents subsequently filed with the SEC pursuant to Rule 30(b)(2) under
the 1940 Act and Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act, prior to the termination of the offering, are incorporated by
reference into this SAI and deemed to be part of this SAI from the date of the filing of such reports and documents:
•

the Fund’s Annual Report on Form N-CSR for the fiscal year ended October 31, 2020, filed with the SEC on January 8,
2021 (“Annual Report”);

•

the Fund’s definitive proxy statement on Schedule 14A for our 2020 annual meeting of shareholders, filed with the SEC on
April 24, 2020 (“Proxy Statement”); and

•

the Fund’s description of common shares contained in our Registration Statement on Form 8-A (File No. 001-35051) filed
with the SEC on January 24, 2011.

To obtain copies of these filings, see “Additional Information.”

Financial Statements
The Fund’s financial statements for the fiscal year ended October 31, 2020, together with the report thereon of KPMG LLP, an
independent registered public accounting firm, given on the authority of said firm as experts in auditing and accounting, and the
unaudited financial statements for the fiscal period ended April 30, 2020 are incorporated in this SAI by reference to the Fund’s 2020
Annual Report and April 30, 2019 Semi-Annual Report. The address of KPMG LLP is 1601 Market Street, Philadelphia, PA 19103.
KPMG provides audit services, tax return preparation, and consultation with respect to the preparation of filings with the SEC.
Information for the fiscal years October 31, 2016 and earlier were audited by the Fund’s previous independent registered public
accounting firm.
A copy of the Fund’s 2020 Annual Report and April 30, 2020 Semi-Annual Report is available at the SEC’s website at
www.sec.gov.
Legal counsel
Counsel to the Fund is Dechert LLP.
Additional information
The Prospectus and this SAI do not contain all of the information set forth in the registration statement, including any exhibits and
schedules thereto. The Fund will provide without charge to each person, including any beneficial owner, to whom this SAI is
delivered, upon written or oral request, a copy of any and all of the information that has been incorporated by reference in this SAI or
the Prospectus or any accompanying Prospectus Supplement. You may request such information by calling Investor Relations toll-free
at 1-800-522-5465, or you may obtain a copy (and other information regarding the Fund) from the SEC’s website (www.sec.gov).
Free copies of the Fund’s Prospectus, SAI and any incorporated information will also be available from the Fund’s website at
http:/www.aberdeenacp.com. Information contained on the Fund’s website is not incorporated by reference into this SAI, the
Prospectus or any Prospectus Supplement and should not be considered to be part of this SAI, the Prospectus or any Prospectus
Supplement.
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Appendix A—Description of securities ratings
S&P GLOBAL RATINGS DEBT RATINGS
A.

Issue Credit Ratings

An S&P Global Ratings issue credit rating is a forward-looking opinion about the creditworthiness of an obligor with respect to a
specific financial obligation, a specific class of financial obligations, or a specific financial program (including ratings on mediumterm note programs and commercial paper programs). It takes into consideration the creditworthiness of guarantors, insurers, or other
forms of credit enhancement on the obligation and takes into account the currency in which the obligation is denominated. The
opinion reflects S&P Global Ratings’ view of the obligor’s capacity and willingness to meet its financial commitments as they come
due, and this opinion may assess terms, such as collateral security and subordination, which could affect ultimate payment in the event
of default.
Issue credit ratings can be either long-term or short-term. Short-term ratings are generally assigned to those obligations considered
short-term in the relevant market. Short-term ratings are also used to indicate the creditworthiness of an obligor with respect to put
features on long-term obligations. Medium-term notes are assigned long-term ratings.
1.

Long-Term Issue Credit Ratings

Issue credit ratings are based, in varying degrees, on S&P Global Ratings’ analysis of the following considerations:
•

The likelihood of payment—the capacity and willingness of the obligor to meet its financial commitments on an obligation in
accordance with the terms of the obligation;

•

The nature and provisions of the financial obligation, and the promise we impute; and

•

The protection afforded by, and relative position of, the financial obligation in the event of a bankruptcy, reorganization, or
other arrangement under the laws of bankruptcy and other laws affecting creditors’ rights.

Issue ratings are an assessment of default risk but may incorporate an assessment of relative seniority or ultimate recovery in the event
of default. Junior obligations are typically rated lower than senior obligations, to reflect the lower priority in bankruptcy, as noted
above. (Such differentiation may apply when an entity has both senior and subordinated obligations, secured and unsecured
obligations, or operating company and holding company obligations.)
Long-Term Issue Credit Ratings*
AAA - An obligor rated ‘AAA’ has extremely strong capacity to meet its financial commitments. ‘AAA’ is the highest issuer credit
rating assigned by S&P Global Ratings. AA - An obligor rated ‘AA’ has very strong capacity to meet its financial commitments. It
differs from the highest-rated obligors only to a small degree.
A - An obligor rated ‘A’ has strong capacity to meet its financial commitments but is somewhat more susceptible to the adverse
effects of changes in circumstances and economic conditions than obligors in higher-rated categories.
BBB - An obligor rated ‘BBB’ has adequate capacity to meet its financial commitments. However, adverse economic conditions or
changing circumstances are more likely to weaken the obligor’s capacity to meet its financial commitments.

Obligors rated ‘BB’, ‘B’, ‘CCC’, and ‘CC’ are regarded as having significant speculative characteristics. ‘BB’ indicates the least
degree of speculation and ‘CC’ the highest. While such obligors will likely have some quality and protective characteristics, these may
be outweighed by large uncertainties or major exposure to adverse conditions.BB - An obligor rated ‘BB’ is less vulnerable in the near
term than other lower-rated obligors. However, it faces major ongoing uncertainties and exposure to adverse business, financial, or
economic conditions that could lead to the obligor’s inadequate capacity to meet its financial commitments.
B - An obligor rated ‘B’ is more vulnerable than the obligors rated ‘BB’, but the obligor currently has the capacity to meet its financial
commitments. Adverse business, financial, or economic conditions will likely impair the obligor’s capacity or willingness to meet its
financial commitments.
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CCC - An obligor rated ‘CCC’ is currently vulnerable and is dependent upon favorable business, financial, and economic conditions
to meet its financial commitments.CC - An obligation rated ‘CC’ is currently highly vulnerable to nonpayment. The ‘CC’ rating is
used when a default has not yet occurred but S&P Global Ratings expects default to be a virtual certainty, regardless of the anticipated
time to default.
R - An obligor rated ‘R’ is under regulatory supervision owing to its financial condition. During the pendency of the regulatory
supervision, the regulators may have the power to favor one class of obligations over others or pay some obligations and not others.
SD and D - An obligor is rated ‘SD’ (selective default) or ‘D’ if S&P Global Ratings considers there to be a default on one or more of
its financial obligations, whether long- or short-term, including rated and unrated obligations but excluding hybrid instruments
classified as regulatory capital or in nonpayment according to terms. A ‘D’ rating is assigned when S&P Global Ratings believes that
the default will be a general default and that the obligor will fail to pay all or substantially all of its obligations as they come due. An
‘SD’ rating is assigned when S&P Global Ratings believes that the obligor has selectively defaulted on a specific issue or class of
obligations but it will continue to meet its payment obligations on other issues or classes of obligations in a timely manner. A rating on
an obligor is lowered to ‘D’ or ‘SD’ if it is conducting a distressed exchange offer.
NR - Indicates that a rating has not been assigned or is no longer assigned.

* The ratings from ‘AA’ to ‘CCC’ may be modified by the addition of a plus (+) or minus (-) sign to show relative standing within the
major rating categories.

2.

Short-Term Issue Credit Ratings
Short-Term Issue Credit Ratings

A-1 - An obligor rated ‘A-1’ has strong capacity to meet its financial commitments. It is rated in the highest category by S&P Global
Ratings. Within this category, certain obligors are designated with a plus sign (+). This indicates that the obligor’s capacity to meet its
financial commitments is extremely strong.
A-2 - An obligor rated ‘A-2’ has satisfactory capacity to meet its financial commitments. However, it is somewhat more susceptible to
the adverse effects of changes in circumstances and economic conditions than obligors in the highest rating category.
A-3 - An obligor rated ‘A-3’ has adequate capacity to meet its financial obligations. However, adverse economic conditions or
changing circumstances are more likely to weaken the obligor’s capacity to meet its financial commitments.
B - An obligor rated ‘B’ is regarded as vulnerable and has significant speculative characteristics. The obligor currently has the
capacity to meet its financial commitments; however, it faces major ongoing uncertainties that could lead to the obligor’s inadequate
capacity to meet its financial commitments.
C - An obligor rated ‘C’ is currently vulnerable to nonpayment that would result in an ‘SD’ or ‘D’ issuer rating and is dependent upon
favorable business, financial, and economic conditions to meet its financial commitments.
R - An obligor rated ‘R’ is under regulatory supervision owing to its financial condition. During the pendency of the regulatory
supervision, the regulators may have the power to favor one class of obligations over others or pay some obligations and not others.
SD and D - An obligor is rated ‘SD’ (selective default) or ‘D’ if S&P Global Ratings considers there to be a default on one or more of
its financial obligations, whether long- or short-term, including rated and unrated obligations but excluding hybrid instruments
classified as regulatory capital or in nonpayment according to terms. A ‘D’ rating is assigned when S&P Global Ratings believes that
the default will be a general default and that the obligor will fail to pay all or substantially all of its obligations as they come due. An
‘SD’ rating is assigned when S&P Global Ratings believes that the obligor has selectively defaulted on a specific issue or class of
obligations but it will continue to meet its payment obligations on other issues or classes of obligations in a timely manner. A rating on
an obligor is lowered to ‘D’ or ‘SD’ if it is conducting a distressed exchange offer
NR - Indicates that a rating has not been assigned or is no longer assigned

B.

Municipal Short-Term Note Ratings

An S&P Global Ratings U.S. municipal note rating reflects S&P Global Ratings’ opinion about the liquidity factors and market access
risks unique to the notes. Notes due in three years or less will likely receive a note rating. Notes with an original maturity of more than
three years will most likely receive a long-term debt rating. In determining which type of rating, if any, to assign, S&P Global Ratings’
analysis will review the following considerations:
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•
•

Amortization schedule—the larger the final maturity relative to other maturities, the more likely it will be treated as a note;
and
Source of payment—the more dependent the issue is on the market for its refinancing, the more likely it will be treated as a
note.
Municipal Short-Term Note Ratings

SP-1 - Strong capacity to pay principal and interest. An issue determined to possess a very strong capacity to pay debt service is given
a plus (+) designation.
SP-2 - Satisfactory capacity to pay principal and interest, with some vulnerability to adverse financial and economic changes over the
term of the notes.
SP-3 - Speculative capacity to pay principal and interest.
D - ‘D’ is assigned upon failure to pay the note when due, completion of a distressed exchange offer, or the filing of a bankruptcy
petition or the taking of similar action and where default on an obligation is a virtual certainty, for example due to automatic stay
provisions.
MOODY’S INVESTORS SERVICE INC. (“Moody’s”) LONG-TERM DEBT RATINGS*
Aaa — Obligations rated Aaa are judged to be of the highest quality, subject to the lowest level of credit risk.
Aa —Obligations rated Aa are judged to be of high quality and are subject to very low credit risk
A — Obligations rated A are judged to be upper-medium grade and are subject to low credit risk.
Baa — Obligations rated Baa are judged to be medium-grade and subject to moderate credit risk and as such may possess certain
speculative characteristics.
Ba — Obligations rated Ba are judged to be speculative and are subject to substantial credit risk.
B — Obligations rated B are considered speculative and are subject to high credit risk.
Caa — Obligations rated Caa are judged to be speculative of poor standing and are subject to very high credit risk.
Ca — Obligations rated Ca are highly speculative and are likely in, or very near, default, with some prospect of recovery of principal
and interests
C — Obligations rated C are the lowest rated and are typically in default, with little prospect for recovery of principal and interest.

* Moody’s appends numerical modifiers 1, 2, and 3 to each generic rating classification from Aa through Caa. The modifier 1
indicates that the obligation ranks in the higher end of its generic rating category; the modifier 2 indicates a mid-range ranking; and
the modifier 3 indicates a ranking in the lower end of that generic rating category.
STATE AND MUNICIPAL NOTES
Excerpts from Moody’s description of state and municipal note ratings:
MIG 1 This designation denotes superior credit quality. Excellent protection is afforded by established cash flows, highly reliable
liquidity support, or demonstrated broad-based access to the market for refinancing.
MIG 2 This designation denotes strong credit quality. Margins of protection are ample, although not as large as in the preceding group.
MIG 3 This designation denotes acceptable credit quality. Liquidity and cash-flow protection may be narrow, and market access for
refinancing is likely to be less well-established.
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SG This designation denotes speculative-grade credit quality. Debt instruments in this category may lack sufficient margins of
protection.
FITCH, INC. BOND RATINGS
Fitch’s credit ratings relating to issuers are an opinion on the relative ability of an entity to meet financial commitments, such as
interest, preferred dividends, repayment of principal, insurance claims or counterparty obligations. Credit ratings relating to securities
and obligations of an issuer can include a recovery expectation. Credit ratings are used by investors as indications of the likelihood of
receiving the money owed to them in accordance with the terms on which they invested. The agency’s credit ratings cover the global
spectrum of corporate, sovereign financial, bank, insurance, and public finance entities (including supranational and sub-national
entities) and the securities or other obligations they issue, as well as structured finance securities backed by receivables or other
financial assets. AAA’ ratings denote the lowest expectation of default risk. They are assigned only in cases of exceptionally strong
capacity for payment of financial commitments. This capacity is highly unlikely to be adversely affected by foreseeable events. ‘AA’
ratings denote expectations of very low default risk. They indicate very strong capacity for payment of financial commitments. This
capacity is not significantly vulnerable to foreseeable events. ‘A’ ratings denote expectations of low default risk. The capacity for
payment of financial commitments is considered strong. This capacity may, nevertheless, be more vulnerable to adverse business or
economic conditions than is the case for higher ratings. ‘BBB’ ratings indicate that expectations of default risk are currently low. The
capacity for payment of financial commitments is considered adequate, but adverse business or economic conditions are more likely to
impair this capacity. ‘BB’ ratings indicate an elevated vulnerability to default risk, particularly in the event of adverse changes in
business or economic conditions over time; however, business or financial flexibility exists that supports the servicing of financial
commitments. ‘B’ ratings indicate that material default risk is present, but a limited margin of safety remains. Financial commitments
are currently being met; however, capacity for continued payment is vulnerable to deterioration in the business and economic
environment. CCC - Default is a real possibility. CC - Default of some kind appears probable.
C - A default or default-like process has begun, or the issuer is in standstill, or for a closed funding vehicle, payment capacity is
irrevocably impaired. ‘RD’ ratings indicate an issuer that in Fitch’s opinion has experienced: a) an uncured payment default or
distressed debt exchange on a bond, loan or other material financial obligation, but b) has not entered into bankruptcy filings,
administration, receivership, liquidation, or other formal winding-up procedure, and c) has not otherwise ceased operating.
‘D’ ratings indicate an issuer that in Fitch’s opinion has entered into bankruptcy filings, administration, receivership, liquidation or
other formal winding-up procedure or that has otherwise ceased business.
MOODY’S
Ratings assigned on Moody’s global long-term and short-term rating scales are forward-looking opinions of the relative credit risks of
financial obligations issued by non-financial corporates, financial institutions, structured finance vehicles, project finance vehicles,
and public sector entities. Long-term ratings are assigned to issuers or obligations with an original maturity of one year or more and
reflect both on the likelihood of a default on contractually promised payments and the expected financial loss suffered in the event of
default. Short-term ratings are assigned to obligations with an original maturity of thirteen months or less and reflect both on the
likelihood of a default on contractually promised payments and the expected financial loss suffered in the event of default.
Moody’s differentiates structured finance ratings from fundamental ratings (i.e., ratings on nonfinancial corporate, financial institution,
and public sector entities) on the global long-term scale by adding (sf ) to all structured finance ratings. The addition of (sf ) to
structured finance ratings should eliminate any presumption that such ratings and fundamental ratings at the same letter grade level
will behave the same. The (sf ) indicator for structured finance security ratings indicates that otherwise similarly rated structured
finance and fundamental securities may have different risk characteristics. Through its current methodologies, however, Moody’s
aspires to achieve broad expected equivalence in structured finance and fundamental rating performance when measured over a long
period of time.
GLOBAL SHORT-TERM RATING SCALE
P-1 Issuers (or supporting institutions) rated Prime-1 have a superior ability to repay short-term debt obligations.
P-2 Issuers (or supporting institutions) rated Prime-2 have a strong ability to repay short-term debt obligations.
P-3 Issuers (or supporting institutions) rated Prime-3 have an acceptable ability to repay short-term obligations.
NP Issuers (or supporting institutions) rated Not Prime do not fall within any of the Prime rating categories.
U.S. MUNICIPAL SHORT-TERM DEBT AND DEMAND OBLIGATION RATINGS
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SHORT-TERM OBLIGATION RATINGS
While the global short-term ‘prime’ rating scale is applied to US municipal tax-exempt commercial paper, these programs are
typically backed by external letters of credit or liquidity facilities and their short-term prime ratings usually map to the long-term
rating of the enhancing bank or financial institution and not to the municipality’s rating. Other short-term municipal obligations, which
generally have different funding sources for repayment, are rated using two additional short-term rating scales (i.e., the MIG and
VMIG scales discussed below).
The Municipal Investment Grade (MIG) scale is used to rate US municipal bond anticipation notes of up to three years maturity.
Municipal notes rated on the MIG scale may be secured by either pledged revenues or proceeds of a take-out financing received prior
to note maturity. MIG ratings expire at the maturity of the obligation, and the issuer’s long-term rating is only one consideration in
assigning the MIG rating. MIG ratings are divided into three levels—MIG 1 through MIG 3—while speculative grade short-term
obligations are designated SG.
MIG 1 This designation denotes superior credit quality. Excellent protection is afforded by established cash flows, highly reliable
liquidity support, or demonstrated broad-based access to the market for refinancing.
MIG 2 This designation denotes strong credit quality. Margins of protection are ample, although not as large as in the preceding group.
MIG 3 This designation denotes acceptable credit quality. Liquidity and cash-flow protection may be narrow, and market access for
refinancing is likely to be less well-established.
SG This designation denotes speculative-grade credit quality. Debt instruments in this category may lack sufficient margins of
protection.
FITCH’S SHORT-TERM RATINGS
A short-term issuer or obligation rating is based in all cases on the short-term vulnerability to default of the rated entity and relates to
the capacity to meet financial obligations in accordance with the documentation governing the relevant obligation. Short-term deposit
ratings may be adjusted for loss severity. Short-Term Ratings are assigned to obligations whose initial maturity is viewed as “short
term” based on market convention. Typically, this means up to 13 months for corporate, sovereign, and structured obligations and up
to 36 months for obligations in U.S. public finance markets.
F1 - Indicates the strongest intrinsic capacity for timely payment of financial commitments; may have an added “+” to denote any
exceptionally strong credit feature.
F2 - Good intrinsic capacity for timely payment of financial commitments.
F3 - The intrinsic capacity for timely payment of financial commitments is adequate.
B - Minimal capacity for timely payment of financial commitments, plus heightened vulnerability to near term adverse changes in
financial and economic conditions.
C — Default is a real possibility.
RD — Indicates an entity that has defaulted on one or more of its financial commitments, although it continues to meet other financial
obligations. Typically applicable to entity ratings only.
D — Indicates a broad-based default event for an entity, or the default of a short-term obligation.
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Appendix B—Proxy voting guidelines

Aberdeen U.S. Registered Advisers
Summary of Proxy Voting Guidelines
as of March 30, 2020
Where clients appoint Aberdeen Standard Investments (ASI) to vote proxies on their behalf policies have been established to vote
these proxies in the best interests of our clients.
We employ ISS as a service provider to deliver our voting decisions efficiently to companies. We require ISS to provide
recommendations based on our own set of parameters tailored to ASI’s assessment and approach, but remain conscious always that all
voting decisions are our own on behalf of our clients. We consider ISS’s recommendations and those based on our custom parameters
as input to our voting decisions.
An ASI analyst will assess the resolutions at general meetings in our active investment portfolios. This analysis will be based on our
knowledge of the company, but will also make use of the custom and standard recommendations provided by ISS as described above.
The product of this analysis will be a final voting decision instructed through ISS and applied to all funds for which ASI have been
appointed to vote.
There may be certain circumstances where ASI may take a more limited role in voting proxies. We will not vote proxies for client
accounts in which the client contract specifies that ASI will not vote. We may abstain from voting a client proxy if the voting is
uneconomic or otherwise not in clients’ best interests. For companies held only in passively managed portfolios the ASI custom
recommendations provided by ISS will be used to automatically apply our voting approach; we have scope to intervene to test that this
delivers appropriate results, and will on occasions intrude to apply a vote more fully in clients’ best interests. If voting securities are
part of a securities lending program, we may be unable to vote while the securities are on loan. However, we have the ability to recall
shares on loan or to restrict lending when required, in order to ensure all shares have voted. In addition, certain jurisdictions may
impose share-blocking restrictions at various times which may prevent ASI from exercising our voting authority.
We recognize that there may be situations in which we vote at a company meeting where we encounter a conflict of interest. Such
situations include:
• where a portfolio manager owns the holding in a personal account
• An investee company that is also a Segregated Client
• An investee company where an Executive Director or Officer of our company is also a Director of that company
• An investee company where an employee of ASI is a Director of that company
• A significant distributor of our products
• Any other companies which may be relevant from time to time
In order to manage such conflicts of interests, we have established procedures to escalate decision-making so as to ensure that our
voting decisions are based on our clients’ best interests and are not impacted by any conflict.
Clients may obtain a free copy of ASI Inc.’s proxy voting policies and procedures and/or proxy voting records for their account by
contacting us at (215) 405-5700. ASI publishes Stewardship Principles, which describe our approach to investment analysis,
shareholder engagement and proxy voting across companies worldwide. They are published on our website.
Clients that have not granted ASI Inc. voting authority over securities held in their accounts will receive their proxies in accordance
with the arrangements they have made with their service providers.
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