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XCEL Energy   5,882,400 138,531

  528,171

Total Utilities 1,650,462

Total Common Stocks (Cost $17,146,363)  19,435,754

CONVERTIBLE PREFERRED STOCKS 0.6%  

CONSUMER DISCRETIONARY 0.6% 

Automobiles 0.6%  

General Motors  (1) 2,449,750 132,593

Total Convertible Preferred Stocks (Cost $124,235)  132,593

BOND MUTUAL FUNDS 0.9%  

T. Rowe Price Institutional Floating Rate Fund, 4.86%  (2)(3) 17,581,551 181,442

Total Bond Mutual Funds (Cost $174,471)  181,442

SHORT-TERM INVESTMENTS 4.0%  

Money Market Funds 4.0%  

T. Rowe Price Reserve Investment Fund, 0.27% (2)(4) 816,191,289 816,191

Total Short-Term Investments (Cost $816,191)  816,191

Total Investments in Securities 

99.9% of Net Assets (Cost $18,261,260)  $ 20,565,980

‡ Denominated in U.S. dollars unless otherwise noted. 
(1) Non-income producing 
(2) Affiliated Companies 
(3) SEC 30-day yield 
(4) Seven-day yield 

ADR American Depository Receipts 
GBP British Pound 
REIT Real Estate Investment Trust 

��
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The accompanying notes are an integral part of these financial statements. 

Proof #4

Affiliated Companies
($000s)

Sales
Cost

$ - $ 20,517 $ - $ * $ 91,469

- 11,815 181,442 164,459

¤ ¤ 1,935 816,191 655,514

$ 13,750 $ $

*

¤

Realized gain (loss) on securities (15,787)$            

Capital gain distributions from

mutual funds 175$                    

13,750$              

Investment in securities, at cost 990,662$           

Dividend income 18,403

The fund may invest in certain securities that are considered affiliated companies.  As defined 
by the 1940 Act, an affiliated company is one in which the fund owns 5% or more of the 
outstanding voting securities, or a company which is under common ownership or control.  
Based on the fund’s relative ownership, the following securities were considered affiliated 
companies for all or some portion of the year ended December 31, 2010.  Purchase and sales 
cost and investment income reflect all activity for the period then ended.

Purchase
Cost 12/31/0912/31/10Affiliate

Investment

T. Rowe Price Institutional 
Floating Rate Rund, 4.86%
T. Rowe Price Reserve 
Investment Fund, 0.27%

New York Times, Class A

Interest income -

Investment income

Amounts reflected on the accompanying financial statements include the following

amounts related to affiliated companies:

911,442Totals 997,633

Value
Income 

Purchase and sale information not shown for cash management funds.

On the date indicated, issuer was held but not considered an affiliated company.

12,002
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The accompanying notes are an integral part of these financial statements. 

($000s, except shares and per share amounts)

Statement of Assets and Liabilities

T. ROWE PRICE EQUITY INCOME FUND  
 December 31, 2010 

  
STATEMENT OF ASSETS AND LIABILITIES  

($000s, except shares and per share amounts)  
 
Assets 

Investments in securities, at value (cost $18,261,260)  $ 20,565,980  

Receivable for investment securities sold  56,465  

Receivable for shares sold  50,454  

Dividends receivable  31,149  

Other assets  277  

Total assets  20,704,325  

 
Liabilities 

Payable for shares redeemed  96,487  

Investment management fees payable  9,202  

Due to affiliates  1,606  

Other liabilities  1,432  

Total liabilities  108,727  

 
NET ASSETS  $ 20,595,598  
 
Net Assets Consist of: 

Undistributed net investment income  $ 963  

Accumulated undistributed net realized loss   (1,497,896)  

Net unrealized gain  2,304,720  

Paid-in capital applicable to 869,495,295 no par value shares of 
beneficial interest outstanding; unlimited number of shares 
authorized  19,787,811  

 
NET ASSETS  $ 20,595,598  
 
NET ASSET VALUE PER SHARE 

 
Investor Class 
($18,748,038,841 / 791,336,528 shares outstanding)  $ 23.69 

Advisor Class 
($1,617,651,705 / 68,416,982 shares outstanding)  $ 23.64 

R Class 
($229,907,160 / 9,741,785 shares outstanding)  $ 23.60 
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Proof #4

T. ROWE PRICE EQUITY INCOME FUND  
  

  
STATEMENT OF OPERATIONS  

($000s)  
 

Year 
Ended 

12/31/10
Investment Income (Loss) 

Income 
Dividend  $ 487,041  
Securities lending   918  
Interest   352  

Total income  488,311 

Expenses 
Investment management  99,044  
Shareholder servicing    

Investor Class $ 21,673  
Advisor Class 1,950  
R Class 315 23,938 

Rule 12b-1 fees 
Advisor Class 3,831  
R Class 1,003 4,834 

Prospectus and shareholder reports    
Investor Class 558  
Advisor Class 111  
R Class 7 676 

Custody and accounting  502  
Registration  288  
Legal and audit  61  
Trustees  52  
Miscellaneous  90  
Reductions of fees and expenses 

Investment management fees waived  (946) 

Total expenses  128,539 

Net investment income  359,772  
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The accompanying notes are an integral part of these financial statements. 

T. ROWE PRICE EQUITY INCOME FUND  
  

  
STATEMENT OF OPERATIONS  

($000s)  
 

Year 
Ended 

12/31/10
 
Realized and Unrealized Gain (Loss) 

Net realized gain (loss) 
Securities  43,344  
Foreign currency transactions  (16)  
Capital gain distributions from mutual funds  175  

Net realized gain  43,503 

 
Change in net unrealized gain (loss) 

Securities  2,270,019  
Other assets and liabilities denominated in foreign currencies  39  

Change in net unrealized gain  2,270,058 

Net realized and unrealized gain  2,313,561  

 
INCREASE IN NET ASSETS FROM OPERATIONS  $ 2,673,333  
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($000s)

Statement of Changes in Net Assets

Proof #4

T. ROWE PRICE EQUITY INCOME FUND  
  

  
STATEMENT OF CHANGES IN NET ASSETS  

($000s)  
 

Year 
Ended 

12/31/10  12/31/09
Increase (Decrease) in Net Assets 

Operations 
Net investment income  $ 359,772  $ 318,920  
Net realized gain (loss)  43,503  (1,050,809)  
Change in net unrealized gain  2,270,058  4,343,067  
Increase in net assets from operations 2,673,333 3,611,178 

 
Distributions to shareholders 

Net investment income      
Investor Class  (335,236)  (287,521)  
Advisor Class  (27,846)  (29,663)  
R Class  (3,235)  (2,708)  

Decrease in net assets from distributions (366,317) (319,892) 

 
Capital share transactions* 

Shares sold      
Investor Class  3,595,320  2,295,185  
Advisor Class  478,282  664,499  
R Class  73,600  56,601  

Distributions reinvested      
Investor Class  313,657  268,941  
Advisor Class  27,040  29,081  
R Class  3,208  2,708  

Shares redeemed      
Investor Class  (2,742,327)  (2,463,833)  
Advisor Class  (760,415)  (775,712)  
R Class  (59,058)  (64,603)  

Increase in net assets from capital share 
transactions 929,307 12,867 

 
Net Assets 

Increase during period  3,236,323  3,304,153  
Beginning of period  17,359,275  14,055,122  

End of period  $ 20,595,598  $ 17,359,275  

 
Undistributed net investment income  963  7,508  
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The accompanying notes are an integral part of these financial statements. 

(000s)

Statement of Changes in Net Assets

T. ROWE PRICE EQUITY INCOME FUND  
  

  
STATEMENT OF CHANGES IN NET ASSETS  

($000s)  
 

Year 
Ended 

12/31/10  12/31/09
 
 
*Share information 

Shares sold      
Investor Class  165,242  132,536  
Advisor Class  22,161  41,679  
R Class  3,442  3,332  

Distributions reinvested      
Investor Class  14,355  15,163  
Advisor Class  1,239  1,654  
R Class  147  155  

Shares redeemed      
Investor Class  (126,477)  (141,078)  
Advisor Class  (35,157)  (45,768)  
R Class  (2,733)  (3,747)  

Increase in shares outstanding 42,219 3,926 
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T. Rowe Price Equity Income Fund
	 December 31, 2010

Notes to Financial Statements

Proof #4

T. Rowe Price Equity Income Fund (the fund), is registered under the Investment 
Company Act of 1940 (the 1940 Act) as a diversified, open-end management 
investment company. The fund seeks to provide substantial dividend income as 
well as long-term growth of capital through investments in the common stocks of 
established companies. The fund has three classes of shares: the Equity Income 
Fund original share class, referred to in this report as the Investor Class, offered 
since October 31, 1985; the Equity Income Fund—Advisor Class (Advisor Class), 
offered since March 31, 2000; and the Equity Income Fund—R Class (R Class), 
offered since September 30, 2002. Advisor Class shares are sold only through 
unaffiliated brokers and other unaffiliated financial intermediaries, and R Class 
shares are available to retirement plans serviced by intermediaries. The Advisor 
Class and R Class each operate under separate Board-approved Rule 12b-1 plans, 
pursuant to which each class compensates financial intermediaries for distribu-
tion, shareholder servicing, and/or certain administrative services. Each class 
has exclusive voting rights on matters related solely to that class; separate voting 
rights on matters that relate to all classes; and, in all other respects, the same 
rights and obligations as the other classes.

Note 1 - Significant Accounting Policies

Basis of Preparation  The accompanying financial statements were prepared in 
accordance with accounting principles generally accepted in the United States of 
America (GAAP), which require the use of estimates made by fund management. 
Fund management believes that estimates and valuations are appropriate; how-
ever, actual results may differ from those estimates, and the valuations reflected 
in the accompanying financial statements may differ from the value ultimately 
realized upon sale or maturity. 

Investment Transactions, Investment Income, and Distributions  Income and 
expenses are recorded on the accrual basis. Dividends received from mutual 
fund investments are reflected as dividend income; capital gain distributions are 
reflected as realized gain/loss. Dividend income and capital gain distributions 
are recorded on the ex-dividend date. Income tax-related interest and penalties, 
if incurred, would be recorded as income tax expense. Investment transactions 
are accounted for on the trade date. Realized gains and losses are reported 
on the identified cost basis. Distributions to shareholders are recorded on the 
ex-dividend date. Income distributions are declared and paid by each class 
quarterly. Capital gain distributions, if any, are generally declared and paid by 
the fund annually.
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Currency Translation  Assets, including investments, and liabilities denominated in 
foreign currencies are translated into U.S. dollar values each day at the prevail-
ing exchange rate, using the mean of the bid and asked prices of such currencies 
against U.S. dollars as quoted by a major bank. Purchases and sales of securities, 
income, and expenses are translated into U.S. dollars at the prevailing exchange 
rate on the date of the transaction. The effect of changes in foreign currency 
exchange rates on realized and unrealized security gains and losses is reflected as 
a component of security gains and losses.

Class Accounting  The Advisor Class and R Class each pay distribution, share-
holder servicing, and/or certain administrative expenses in the form of Rule 
12b-1 fees, in an amount not exceeding 0.25% and 0.50%, respectively, of the 
class’s average daily net assets. Shareholder servicing, prospectus, and share-
holder report expenses incurred by each class are charged directly to the class 
to which they relate. Expenses common to all classes, investment income, and 
realized and unrealized gains and losses are allocated to the classes based upon 
the relative daily net assets of each class.

Rebates and Credits  Subject to best execution, the fund may direct certain secu-
rity trades to brokers who have agreed to rebate a portion of the related brokerage 
commission to the fund in cash. Commission rebates are reflected as realized gain 
on securities in the accompanying financial statements and totaled $103,000 for 
the year ended December 31, 2010. Additionally, the fund earns credits on tem-
porarily uninvested cash balances held at the custodian, which reduce the fund’s 
custody charges. Custody expense in the accompanying financial statements is 
presented before reduction for credits.

In-Kind Redemptions  In accordance with guidelines described in the fund’s pro-
spectus, the fund may distribute portfolio securities rather than cash as payment 
for a redemption of fund shares (in-kind redemption). For financial reporting 
purposes, the fund recognizes a gain on in-kind redemptions to the extent the 
value of the distributed securities on the date of redemption exceeds the cost of 
those securities. Gains and losses realized on in-kind redemptions are not recog-
nized for tax purposes and are reclassified from undistributed realized gain (loss) 
to paid-in capital. During the year ended December 31, 2010, the fund realized 
$44,826,000 of net gain on $107,090,000 of in-kind redemptions.

New Accounting Pronouncement  On January 1, 2010, the fund adopted new 
accounting guidance that requires enhanced disclosures about fair value mea-
surements in the financial statements. Adoption of this guidance had no impact 
on the fund’s net assets or results of operations.
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Note 2 - VALUATION

The fund’s financial instruments are reported at fair value as defined by GAAP. 
The fund determines the values of its assets and liabilities and computes each 
class’s net asset value per share at the close of the New York Stock Exchange 
(NYSE), normally 4 p.m. ET, each day that the NYSE is open for business.

Valuation Methods  Equity securities listed or regularly traded on a securities 
exchange or in the over-the-counter (OTC) market are valued at the last quoted 
sale price or, for certain markets, the official closing price at the time the valu-
ations are made, except for OTC Bulletin Board securities, which are valued at 
the mean of the latest bid and asked prices. A security that is listed or traded 
on more than one exchange is valued at the quotation on the exchange deter-
mined to be the primary market for such security. Listed securities not traded 
on a particular day are valued at the mean of the latest bid and asked prices for 
domestic securities and the last quoted sale price for international securities.

Investments in mutual funds are valued at the mutual fund’s closing net asset 
value per share on the day of valuation. 

Other investments, including restricted securities, and those financial instruments 
for which the above valuation procedures are inappropriate or are deemed not  
to reflect fair value are stated at fair value as determined in good faith by the  
T. Rowe Price Valuation Committee, established by the fund’s Board of Trustees.

For valuation purposes, the last quoted prices of non-U.S. equity securities may 
be adjusted under the circumstances described below. If the fund determines 
that developments between the close of a foreign market and the close of the 
NYSE will, in its judgment, materially affect the value of some or all of its port-
folio securities, the fund will adjust the previous closing prices to reflect what it 
believes to be the fair value of the securities as of the close of the NYSE. In decid-
ing whether it is necessary to adjust closing prices to reflect fair value, the fund 
reviews a variety of factors, including developments in foreign markets, the per-
formance of U.S. securities markets, and the performance of instruments trading 
in U.S. markets that represent foreign securities and baskets of foreign securities. 
A fund may also fair value securities in other situations, such as when a particu-
lar foreign market is closed but the fund is open. The fund uses outside pricing 
services to provide it with closing prices and information to evaluate and/or 
adjust those prices. The fund cannot predict how often it will use closing prices 
and how often it will determine it necessary to adjust those prices to reflect fair 
value. As a means of evaluating its security valuation process, the fund routinely 
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compares closing prices, the next day’s opening prices in the same markets, and 
adjusted prices.

Valuation Inputs  Various inputs are used to determine the value of the fund’s 
financial instruments. These inputs are summarized in the three broad levels 
listed below:  

Level 1	 –	 quoted prices in active markets for identical financial instru-
ments

Level 2	 –	 observable inputs other than Level 1 quoted prices (including, 
but not limited to, quoted prices for similar financial instru-
ments, interest rates, prepayment speeds, and credit risk)

Level 3	 –	 unobservable inputs 

Observable inputs are those based on market data obtained from sources inde-
pendent of the fund, and unobservable inputs reflect the fund’s own assumptions 
based on the best information available. The input levels are not necessarily an 
indication of the risk or liquidity associated with financial instruments at that 
level. For example, non-U.S. equity securities actively traded in foreign markets 
generally are reflected in Level 2 despite the availability of closing prices because 
the fund evaluates and determines whether those closing prices reflect fair value 
at the close of the NYSE or require adjustment, as described above. The following 
table summarizes the fund’s financial instruments, based on the inputs used to 
determine their values on December 31, 2010:

($000s) Level 1 Level 2 Level 3 Total Value

Quoted  
Prices

Significant 
Observable 

Inputs

Significant 
Unobservable 

Inputs

Investments in Securities, 
except: $ 997,633 $ — $ — $ 997,633

Common Stocks 19,288,162 147,592 — 19,435,754

Convertible Preferred Stocks — 132,593 — 132,593

Total $ 20,285,795 $ 280,185 $ — $ 20,565,980
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Note 3 - OTHER Investment Transactions

Consistent with its investment objective, the fund engages in the following prac-
tices to manage exposure to certain risks and/or to enhance performance. The 
investment objective, policies, program, and risk factors of the fund are described 
more fully in the fund’s prospectus and Statement of Additional Information.

Securities Lending  The fund lends its securities to approved brokers to earn 
additional income. It receives as collateral cash and U.S. government securities 
valued at 102% to 105% of the value of the securities on loan. Cash collateral is 
invested by the fund’s lending agent(s) in accordance with investment guidelines 
approved by fund management. Although risk is mitigated by the collateral, the 
fund could experience a delay in recovering its securities and a possible loss 
of income or value if the borrower fails to return the securities or if collateral 
investments decline in value. Securities lending revenue recognized by the fund 
consists of earnings on invested collateral and borrowing fees, net of any rebates 
to the borrower and compensation to the lending agent. In accordance with 
GAAP, investments made with cash collateral are reflected in the accompanying 
financial statements, but collateral received in the form of securities are not. At 
December 31, 2010, there were no securities on loan.

Other  Purchases and sales of portfolio securities other than short-term securi-
ties aggregated $2,873,157,000 and $2,130,299,000, respectively, for the year 
ended December 31, 2010.

Note 4 - Federal Income Taxes

No provision for federal income taxes is required since the fund intends to con-
tinue to qualify as a regulated investment company under Subchapter M of the 
Internal Revenue Code and distribute to shareholders all of its taxable income 
and gains. Distributions determined in accordance with federal income tax 
regulations may differ in amount or character from net investment income and 
realized gains for financial reporting purposes. Financial reporting records are 
adjusted for permanent book/tax differences to reflect tax character but are not 
adjusted for temporary differences.

The fund files U.S. federal, state, and local tax returns as required. The fund’s tax 
returns are subject to examination by the relevant tax authorities until expiration 
of the applicable statute of limitations, which is generally three years after the 
filing of the tax return but which can be extended to six years in certain circum-
stances. Tax returns for open years have incorporated no uncertain tax positions 
that require a provision for income taxes.
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Reclassifications to paid-in capital relate primarily to redemptions in kind. For 
the year ended December 31, 2010, the following reclassifications were recorded 
to reflect tax character; there was no impact on results of operations or net assets: 

Distributions during the years ended December 31, 2010 and December 31, 
2009, totaled $366,317,000 and $319,892,000, respectively, and were character-
ized as ordinary income for tax purposes. At December 31, 2010, the tax-basis 
cost of investments and components of net assets were as follows:

The difference between book-basis and tax-basis net unrealized appreciation 
(depreciation) is attributable to the deferral of losses from wash sales for tax 
purposes. The fund intends to retain realized gains to the extent of available 
capital loss carryforwards. The fund’s unused capital loss carryforwards as of 
December 31, 2010, expire: $88,622,000 in fiscal 2016, $1,256,144,000 in fis-
cal 2017, and $38,649,000 in fiscal 2018. In accordance with federal income 
tax regulations applicable to investment companies, recognition of capital and/
or currency losses on certain transactions realized between November 1 and 
the fund’s fiscal year-end is deferred for tax purposes until the subsequent year 
(post-October loss deferrals); however, such losses are recognized for financial 
reporting purposes in the year realized.

Undistributed net realized gain	 $	 (44,710)

Paid-in capital	 	 44,710

($000s)

Cost of investments	 $	 18,309,966

Unrealized appreciation 	 $	 4,222,433

Unrealized depreciation 	 	 (1,966,419)

Net unrealized appreciation (depreciation)	 	 2,256,014

Undistributed ordinary income	 	 1,122

Capital loss carryforwards	 	 (1,383,415)

Post-October loss deferrals	 	 (65,934)

Paid-in capital	 	 19,787,811  

Net assets	 $	 20,595,598

($000s)
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Note 5 - related Party Transactions

The fund is managed by T. Rowe Price Associates, Inc. (the manager or Price 
Associates), a wholly owned subsidiary of T. Rowe Price Group, Inc. The invest-
ment management agreement between the fund and the manager provides for an 
annual investment management fee, which is computed daily and paid monthly. 
The fee consists of an individual fund fee and a group fee. The individual fund 
fee is equal to 0.25% of the fund’s average daily net assets up to $15 billion and 
0.21% of the fund’s average daily net assets in excess of $15 billion; previously, 
through May 31, 2005, the individual fund fee had been a flat rate of 0.25% of 
the fund’s average daily net assets. The group fee rate is calculated based on the 
combined net assets of certain mutual funds sponsored by Price Associates (the 
group) applied to a graduated fee schedule, with rates ranging from 0.48% for 
the first $1 billion of assets to 0.285% for assets in excess of $220 billion. The 
fund’s group fee is determined by applying the group fee rate to the fund’s aver-
age daily net assets. At December 31, 2010, the effective annual group fee rate 
was 0.30%.

In addition, the fund has entered into service agreements with Price Associates 
and two wholly owned subsidiaries of Price Associates (collectively, Price). Price 
Associates computes the daily share prices and provides certain other adminis-
trative services to the fund. T. Rowe Price Services, Inc., provides shareholder 
and administrative services in its capacity as the fund’s transfer and dividend 
disbursing agent. T. Rowe Price Retirement Plan Services, Inc., provides subac-
counting and recordkeeping services for certain retirement accounts invested in 
the Investor Class and R Class. For the year ended December 31, 2010, expenses 
incurred pursuant to these service agreements were $111,000 for Price Associates; 
$5,430,000 for T. Rowe Price Services, Inc.; and $6,696,000 for T. Rowe Price 
Retirement Plan Services, Inc. The total amount payable at period-end pursuant 
to these service agreements is reflected as Due to Affiliates in the accompanying 
financial statements.

Additionally, the fund is one of several mutual funds in which certain college 
savings plans managed by Price Associates may invest. As approved by the fund’s 
Board of Trustees, shareholder servicing costs associated with each college sav-
ings plan are borne by the fund in proportion to the average daily value of its 
shares owned by the college savings plan. For the year ended December 31, 
2010, the fund was charged $398,000 for shareholder servicing costs related to 
the college savings plans, of which $282,000 was for services provided by Price. 
The amount payable at period-end pursuant to this agreement is reflected as Due 
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to Affiliates in the accompanying financial statements. At December 31, 2010, 
approximately 1% of the outstanding shares of the Investor Class were held by 
college savings plans.

The fund is also one of several mutual funds sponsored by Price Associates 
(underlying Price funds) in which the T. Rowe Price Spectrum Funds (Spectrum 
Funds) may invest. The Spectrum Funds do not invest in the underlying Price 
funds for the purpose of exercising management or control. Pursuant to a special 
servicing agreement, expenses associated with the operation of the Spectrum 
Funds are borne by each underlying Price fund to the extent of estimated sav-
ings to it and in proportion to the average daily value of its shares owned by 
the Spectrum Funds. Expenses allocated under this agreement are reflected as 
shareholder servicing expense in the accompanying financial statements. For the 
year ended December 31, 2010, the fund was allocated $1,869,000 of Spectrum 
Funds’ expenses, of which $1,280,000 related to services provided by Price. The 
amount payable at period-end pursuant to this agreement is reflected as Due 
to Affiliates in the accompanying financial statements. At December 31, 2010, 
approximately 7% of the outstanding shares of the Investor Class were held by 
the Spectrum Funds.

The fund may invest in the T. Rowe Price Reserve Investment Fund and the  
T. Rowe Price Government Reserve Investment Fund (collectively, the T. Rowe 
Price Reserve Investment Funds), open-end management investment companies 
managed by Price Associates and considered affiliates of the fund. The T. Rowe 
Price Reserve Investment Funds are offered as cash management options to 
mutual funds, trusts, and other accounts managed by Price Associates and/or its 
affiliates and are not available for direct purchase by members of the public. The 
T. Rowe Price Reserve Investment Funds pay no investment management fees.

The fund may also invest in certain T. Rowe Price institutional funds (underly-
ing institutional funds) as a means of gaining efficient and cost-effective exposure 
to certain markets. The underlying institutional funds are open-end manage-
ment investment companies managed by Price Associates and/or T. Rowe Price 
International, Inc. (collectively, the Price managers) and are considered affiliates 
of the fund. Each underlying institutional fund pays an all-inclusive management 
and administrative fee to its Price manager. To ensure that the fund does not incur 
duplicate fees, each Price manager has agreed to permanently waive a portion 
of its management fee charged to the fund in an amount sufficient to fully offset 
the fees paid by the underlying institutional funds related to fund assets invested 
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therein. Accordingly, the accompanying Statement of Operations includes man-
agement fees permanently waived pursuant to this agreement. Annual fee rates 
and amounts waived within the accompanying Statement of Operations related 
to shares of the underlying institutional funds for the year ended December 31, 
2010, are as follows:

NOTE  6 - LITIGATION

The fund has received notice that it may be named in a class of defendants in a 
lawsuit that the Unsecured Creditors Committee (the Committee) of the Tribune 
Company has filed in Delaware bankruptcy court. The Committee is seeking to 
recover all payments made to beneficial owners of common stock in connection 
with a leveraged buyout of Tribune, including those made in connection with a 
2007 tender offer in which the fund participated. The complaint alleges no mis-
conduct by the fund and management intends to vigorously defend any lawsuit. 
The value of the proceeds received by the fund is $312,460,000 (1.52% of net 
assets) and the fund could incur legal expenses. Management is currently assess-
ing the case and has not yet determined the effect, if any, on the fund’s net assets 
and results of operations.

Institutional 
Floating Rate Fund

Management and administrative fee rate	 	 	 	 0.55%

Management fee waived	 	 	 	 $946

($000s)



Proof #4 Proof #4

39

T. Rowe Price Equity Income Fund

Report of Independent Registered Public Accounting Firm

To the Board of Directors and Shareholders of  
T. Rowe Price Equity Income Fund

In our opinion, the accompanying statement of assets and liabilities, including 
the portfolio of investments, and the related statements of operations and of 
changes in net assets and the financial highlights present fairly, in all material 
respects, the financial position of T. Rowe Price Equity Income Fund (the “Fund”)  
at December 31, 2010, the results of its operations for the year then ended, the 
changes in its net assets for each of the two years in the period then ended and 
the financial highlights for each of the five years in the period then ended, in 
conformity with accounting principles generally accepted in the United States of 
America. These financial statements and financial highlights (hereafter referred 
to as “financial statements”) are the responsibility of the Fund’s management; 
our responsibility is to express an opinion on these financial statements based on 
our audits. We conducted our audits of these financial statements in accordance 
with the standards of the Public Company Accounting Oversight Board (United 
States). Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting 
the amounts and disclosures in the financial statements, assessing the accounting 
principles used and significant estimates made by management, and evaluating 
the overall financial statement presentation. We believe that our audits, which 
included confirmation of securities at December 31, 2010 by correspondence 
with the custodian, and confirmation of the underlying funds by correspondence 
with the transfer agent, provide a reasonable basis for our opinion.

PricewaterhouseCoopers LLP
Baltimore, Maryland
February 17, 2011
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Tax Information (Unaudited) for the Tax Year Ended 12/31/10

We are providing this information as required by the Internal Revenue Code. The amounts 
shown may differ from those elsewhere in this report because of differences between tax 
and financial reporting requirements. 

For taxable non-corporate shareholders, $359,930,000 of the fund’s income represents 
qualified dividend income subject to the 15% rate category.

For corporate shareholders, $359,930,000 of the fund’s income qualifies for the dividends-
received deduction.

A description of the policies and procedures used by T. Rowe Price funds and portfolios 	
to determine how to vote proxies relating to portfolio securities is available in each fund’s 	
Statement of Additional Information, which you may request by calling 1-800-225-5132 	
or by accessing the SEC’s website, sec.gov. The description of our proxy voting policies 	
and procedures is also available on our website, troweprice.com. To access it, click on the 	
words “Our Company” at the top of our corporate homepage. Then, when the next page 	
appears, click on the words “Proxy Voting Policies” on the left side of the page.

Each fund’s most recent annual proxy voting record is available on our website and 	
through the SEC’s website. To access it through our website, follow the directions above, 	
then click on the words “Proxy Voting Records” on the right side of the Proxy Voting 	
Policies page.

Information on Proxy Voting Policies, Procedures, and Records

The fund files a complete schedule of portfolio holdings with the Securities and Exchange 	
Commission for the first and third quarters of each fiscal year on Form N-Q. The fund’s 	
Form N-Q is available electronically on the SEC’s website (sec.gov); hard copies 	
may be reviewed and copied at the SEC’s Public Reference Room, 450 Fifth St. N.W., 	
Washington, DC 20549. For more information on the Public Reference Room, call 	
1-800-SEC-0330. 

How to Obtain Quarterly Portfolio Holdings
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About the Fund’s Trustees and Officers

Your fund is overseen by a Board of Trustees (Board) that meets regularly to review a wide variety of 
matters affecting the fund, including performance, investment programs, compliance matters, advisory 
fees and expenses, service providers, and other business affairs. The Board elects the fund’s officers, 
who are listed in the final table. At least 75% of the Board’s members are independent of T. Rowe 
Price Associates, Inc. (T. Rowe Price), and T. Rowe Price International Ltd (T. Rowe Price International); 
“inside” or “interested” trustees are employees or officers of T. Rowe Price. The business address of 
each trustee and officer is 100 East Pratt Street, Baltimore, Maryland 21202. The Statement of Additional 
Information includes additional information about the fund trustees and is available without charge by 
calling a T. Rowe Price representative at 1-800-225-5132.

Independent Trustees

Name
(Year of Birth)
Year Elected*

Principal Occupation(s) and Directorships of Public Companies and 
Other Investment Companies During the Past Five Years

William R. Brody, M.D., Ph.D.
(1944)
2009

President and Trustee, Salk Institute for Biological Studies (2009 
to present); Director, Novartis, Inc. (2009 to present); Director, IBM 
(2007 to present); President and Trustee, Johns Hopkins University 
(1996 to 2009); Chairman of Executive Committee and Trustee, 
Johns Hopkins Health System (1996 to 2009); Director, Medtronic, 
Inc. (1998 to 2007); Director, Mercantile Bankshares (1997 to 2007)

Jeremiah E. Casey
(1940)
2005

Director, National Life Insurance (2001 to 2005); Director, NLV 
Financial Corporation (2004 to 2005)

Anthony W. Deering
(1945)
2001

Chairman, Exeter Capital, LLC, a private investment firm (2004 to 
present); Director, Under Armour (2008 to present); Director, Vornado 
Real Estate Investment Trust (2004 to present); Director, Mercantile 
Bankshares (2002 to 2007); Member, Advisory Board, Deutsche Bank 
North America (2004 to present)

Donald W. Dick, Jr.
(1943)
1994

Principal, EuroCapital Partners, LLC, an acquisition and management 
advisory firm (1995 to present)

Karen N. Horn
(1943)
2003

Senior Managing Director, Brock Capital Group, an advisory and 
investment banking firm (2004 to present); Director, Eli Lilly and 
Company (1987 to present); Director, Simon Property Group (2004 
to present); Director, Norfolk Southern (2008 to present); Director, 
Fannie Mae (2006 to 2008); Director, Georgia Pacific (2004 to 2005)

Theo C. Rodgers
(1941)
2005

President, A&R Development Corporation (1977 to present)

*�Each independent trustee oversees 128 T. Rowe Price portfolios and serves until retirement, 	
resignation, or election of a successor.
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Independent Trustees (continued)

Name
(Year of Birth)
Year Elected*

Principal Occupation(s) and Directorships of Public Companies and 
Other Investment Companies During the Past Five Years

John G. Schreiber
(1946)
2001

Owner/President, Centaur Capital Partners, Inc., a real estate invest-
ment company (1991 to present); Cofounder and Partner, Blackstone 
Real Estate Advisors, L.P. (1992 to present)

Mark R. Tercek
(1957)
2009

President and Chief Executive Officer, The Nature Conservancy (2008 
to present); Managing Director, The Goldman Sachs Group, Inc. 
(1984 to 2008)

*�Each independent trustee oversees 128 T. Rowe Price portfolios and serves until retirement, 	
resignation, or election of a successor.

Inside Trustees

Name
(Year of Birth)
Year Elected*
[Number of T. Rowe Price 
Portfolios Overseen]

Principal Occupation(s) and Directorships of Public Companies and 
Other Investment Companies During the Past Five Years

Edward C. Bernard
(1956)
2006
[128]

Director and Vice President, T. Rowe Price; Vice Chairman of the Board, 
Director, and Vice President, T. Rowe Price Group, Inc.; Chairman of 
the Board, Director, and President, T. Rowe Price Investment Services, 
Inc.; Chairman of the Board and Director, T. Rowe Price Retirement 
Plan Services, Inc., T. Rowe Price Savings Bank, and T. Rowe Price 
Services, Inc.; Director and Chief Executive Officer, T. Rowe Price 
International; Chief Executive Officer, Chairman of the Board, Director, 
and President, T. Rowe Price Trust Company; Chairman of the Board, 
all funds

Brian C. Rogers, CFA, CIC
(1955)
2006
[73]

Chief Investment Officer, Director, and Vice President, T. Rowe Price; 
Chairman of the Board, Chief Investment Officer, Director, and Vice 
President, T. Rowe Price Group, Inc.; Vice President, T. Rowe Price 
Trust Company; President, Equity Income Fund

*�Each inside trustee serves until retirement, resignation, or election of a successor.
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Officers

Name (Year of Birth)
Position Held With Equity Income Fund Principal Occupation(s)

Andrew M. Brooks (1956)
Vice President

Vice President, T. Rowe Price and T. Rowe Price 
Group, Inc.

Roger L. Fiery III, CPA (1959)
Vice President

Vice President, Price Hong Kong, Price 
Singapore, T. Rowe Price, T. Rowe Price Group, 
Inc., T. Rowe Price International, and T. Rowe 
Price Trust Company

Mark S. Finn, CFA, CPA (1963)
Vice President

Vice President, T. Rowe Price and T. Rowe Price 
Group, Inc.

John R. Gilner (1961)
Chief Compliance Officer

Chief Compliance Officer and Vice President, 
T. Rowe Price; Vice President, T. Rowe Price 
Group, Inc., and T. Rowe Price Investment 
Services, Inc. 

David R. Giroux, CFA (1975)
Vice President

Vice President, T. Rowe Price, T. Rowe Price 
Group, Inc., and T. Rowe Price Trust Company

Gregory S. Golczewski (1966)
Vice President

Vice President, T. Rowe Price and T. Rowe Price 
Trust Company

Paul D. Greene II (1978)
Vice President

Vice President, T. Rowe Price and T. Rowe Price 
Group, Inc.; formerly student, Graduate School 
of Business, Stanford University (to 2006)

Gregory K. Hinkle, CPA (1958)
Treasurer

Vice President, T. Rowe Price, T. Rowe Price 
Group, Inc., and T. Rowe Price Trust Company; 
formerly Partner, PricewaterhouseCoopers LLP 
(to 2007)

Thomas J. Huber, CFA (1966)
Vice President

Vice President, T. Rowe Price, T. Rowe Price 
Group, Inc., and T. Rowe Price Trust Company

John D. Linehan, CFA (1965)
Vice President

Vice President, T. Rowe Price, T. Rowe Price 
Group, Inc., and T. Rowe Price Trust Company

Patricia B. Lippert (1953)
Secretary

Assistant Vice President, T. Rowe Price and 	
T. Rowe Price Investment Services, Inc.

David Oestreicher (1967)
Vice President

Director and Vice President, T. Rowe Price 
Investment Services, Inc., T. Rowe Price Trust 
Company, and T. Rowe Price Services, Inc.; Vice 
President, Price Hong Kong, Price Singapore, 	
T. Rowe Price, T. Rowe Price Group, Inc., T. Rowe 
Price International, and T. Rowe Price Retirement 
Plan Services, Inc.

Unless otherwise noted, officers have been employees of T. Rowe Price or T. Rowe Price International 
for at least 5 years.
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Officers (continued)

Name (Year of Birth)
Position Held With Equity Income Fund Principal Occupation(s)

Jason B. Polun, CFA (1974)
Vice President

Vice President, T. Rowe Price and T. Rowe Price 
Group, Inc.; formerly Vice President, Wellington 
Management LLP (to 2006)

Robert T. Quinn, Jr. (1972)
Vice President

Vice President, T. Rowe Price and T. Rowe Price 
Group, Inc.

Deborah D. Seidel (1962)
Vice President

Vice President, T. Rowe Price, T. Rowe Price 
Group, Inc., and T. Rowe Price Investment 
Services, Inc.; Vice President and Assistant 
Treasurer, T. Rowe Price Services, Inc.

Eric L. Veiel, CFA (1972)
Vice President

Vice President, T. Rowe Price and T. Rowe Price 
Group, Inc.

Julie L. Waples (1970)
Vice President

Vice President, T. Rowe Price

Unless otherwise noted, officers have been employees of T. Rowe Price or T. Rowe Price International 
for at least 5 years.
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Investment Services and Information
KNOWLEDGEABLE SERVICE REPRESENTATIVES

By Phone: 1-800-225-5132. Available Monday through Friday from 8 a.m. until  
10 p.m. ET and Saturday from 8:30 a.m. until 5 p.m. ET.

In Person at a T. Rowe Price Investor Center. Please visit the Web at  
troweprice.com/investorcenter or call 1-800-225-5132 to locate a center near you.

ACCOUNT SERVICES

Automated 24-Hour Services Including Tele*Accesssm and account access  
through the T. Rowe Price website at troweprice.com. 

Automatic Investing. From your bank account or paycheck. 

Automatic Withdrawal. Scheduled, periodic redemptions. 

IRA Rebalancing. Automatically rebalance to ensure that your accounts reflect  
your desired asset allocations.

BROKERAGE SERVICES‡

Trade stocks, mutual funds, ETFs, bonds, options, CDs, precious metals,  
and more at competitive commissions.

INVESTMENT INFORMATION

Consolidated Statement. Overview of all of your accounts.

Shareholder Reports. Manager reviews of their strategies and results. 

T. Rowe Price Report. Quarterly investment newsletter.

T. Rowe Price Investor. Quarterly publication of insightful financial articles. 

Investment Guides. International Investing Guide; Guide to Bond Funds;  
Retirement Savings Guide; and Retirement Readiness Guide. 

FINANCIAL INTERMEDIARIES AND ADVISORS

By Phone: 1-877-804-2315. Contact us Monday through Friday from 8:30 a.m.  
until 6 p.m. ET.

By Mail: T. Rowe Price, Financial Institution Services, P.O. Box 89000, Baltimore,  
MD 21289-4232.

CUSTOMERS WHO TRADE THROUGH A FINANCIAL INTERMEDIARY

Please contact your intermediary or financial professional for assistance.

	 ‡	 �Options trading involves additional risk and is not suitable for all investors. Brokerage 	
services offered by T. Rowe Price Investment Services, Inc., member FINRA/SIPC.

This page contains supplementary information that is not part of the shareholder report.

http://www.troweprice.com/investorcenter
http://www.troweprice.com
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T. Rowe Price Mutual Funds

For more information about T. Rowe Price funds or services, please contact us directly at  
1-800-225-5132. Request a prospectus or summary prospectus; each includes investment objectives,  
risks, fees, expenses, and other information that you should read and consider carefully before investing.

�Investments in the money market funds are not insured or guaranteed by the FDIC or any other  
government agency. Although the funds seek to preserve the value of your investment at $1.00 per 
share, it is possible to lose money by investing in the funds. 
  * �T. Rowe Price Advisor and R Classes may be available for these funds. T. Rowe Price Advisor and 	

R Classes are offered only through financial intermediaries. For more information about T. Rowe Price 
Advisor and R Classes, contact your financial professional or call T. Rowe Price at 1-877-804-2315.

  ‡ �Closed to new investors except for a direct rollover from a retirement plan into a T. Rowe Price IRA 
invested in this fund.

STOCK FUNDS

Domestic 
Blue Chip Growth*
Capital Appreciation*
Capital Opportunity*
Diversified Mid-Cap Growth
Diversified Small-Cap Growth
Dividend Growth*
Equity Income*
Equity Index 500
Extended Equity Market Index
Financial Services
Growth & Income
Growth Stock*
Health Sciences
Media & Telecommunications
Mid-Cap Growth* ‡

Mid-Cap Value* ‡

New America Growth*
New Era
New Horizons
Real Estate*
Science & Technology*
Small-Cap Stock*
Small-Cap Value*
Spectrum Growth
Tax-Efficient Equity 
Total Equity Market Index
U.S. Large-Cap Core* 
Value*

ASSET ALLOCATION FUNDS

Balanced
Personal Strategy Balanced
Personal Strategy Growth
Personal Strategy Income
Retirement 2005* 
Retirement 2010*
Retirement 2015*
Retirement 2020*

ASSET ALLOCATION FUNDS (cont.)

Retirement 2025*
Retirement 2030*
Retirement 2035*
Retirement 2040*
Retirement 2045*
Retirement 2050*
Retirement 2055*
Retirement Income*

BOND FUNDS

Domestic Taxable
Corporate Income
GNMA 
High Yield*
Inflation Protected Bond
New Income*
Short-Term Bond*
Spectrum Income
Strategic Income*
Summit GNMA
U.S. Bond Index
U.S. Treasury Intermediate
U.S. Treasury Long-Term

Domestic Tax-Free
California Tax-Free Bond
Georgia Tax-Free Bond
Maryland Short-Term  

Tax-Free Bond
Maryland Tax-Free Bond
New Jersey Tax-Free Bond
New York Tax-Free Bond
Summit Municipal Income
Summit Municipal Intermediate
Tax-Free High Yield
Tax-Free Income*
Tax-Free Short-Intermediate
Virginia Tax-Free Bond

MONEY MARKET FUNDS

Taxable
Prime Reserve
Summit Cash Reserves
U.S. Treasury Money

Tax-Free
California Tax-Free Money
Maryland Tax-Free Money
New York Tax-Free Money
Summit Municipal Money Market
Tax-Exempt Money

INTERNATIONAL/GLOBAL 
FUNDS

Stock
Africa & Middle East
Emerging Europe & Mediterranean
Emerging Markets Stock
European Stock
Global Infrastructure*
Global Large-Cap Stock*
Global Real Estate*
Global Stock*
Global Technology
International Discovery
International Equity Index
International Growth & Income*
International Stock*
Japan
Latin America
New Asia
Overseas Stock
Spectrum International 

Bond
Emerging Markets Bond
International Bond*

T. Rowe Price Investment Services, Inc. 	
100 East Pratt Street	
Baltimore, MD 21202

This page contains supplementary information that is not part of the shareholder report.




