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A SINGLE INVESTMENT

A DIVERSIFIED CORE PORTFOLIO

A single fund that offers:

e A diversified, multi-managed portfolio of growth and value stocks

e  Exposure to many of the industries that make the U. S. economy one of the world s most dynamic

e Access to institutional quality investment managers

®  Objective and ongoing manager evaluation

e  Active portfolio rebalancing

e A quarterly fixed distribution policy

e  Actively managed, exchange traded fund listed on the New York Stock Exchange (ticker symbol: USA)

LIBERTY ALL-STAR® EQUITY FUND

The views expressed in the President s Letter, Unique Fund Attributes and Manager Discussion reflect the current views of the respective parties.
These views are not guarantees of future performance and involve certain risks, uncertainties and assumptions that are difficult to predict, so
actual outcomes and results may differ significantly from the views expressed. These views are subject to change at any time based upon
economic, market or other conditions, and the respective parties disclaim any responsibility to update such views. These views may not be relied
on as investment advice and, because investment decisions for the Fund are based on numerous factors, may not be relied on as an indication of
trading intent. References to specific company securities should not be construed as a recommendation or investment advice.
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LIBERTY ALL-STAR® EQUITY FUND

PRESIDENT S LETTER

February 2010

Fellow Shareholders:

The broad market as measured by the S&P 500 Index posted its best calendar year return since 2003. Theories abound as to which direction
equity markets will take in 2010, but investors were severely tested in 2008 and early 2009. Realizing the excellent equity returns generated in
2009 required investors to stay the course during a severe market decline for which decades of stock market history provided little perspective.

Equity markets improved dramatically as the year progressed in response to a combination of severely depressed prices and data that showed
conditions were getting less bad. Credit conditions dramatically improved in response to the Federal Reserve s historic quantitative easing
initiative. The housing sector started to show some signs of life. Consumption, down in the fourth quarter of 2008, was up fractionally in the first
quarter of 2009. Inventory liquidation moderated in the second quarter and as a result, second quarter GDP declined a moderate 0.7 percent and
turned positive in the third quarter.

With conditions beginning to show signs of improvement by early March, forward-looking investors seized upon the compelling values created
by the collapse in stock prices. By the end of the year their buying propelled the S&P 500 Index to a 67.80 percent gain off its March 9 low.

After factoring in steep declines in January and February leading to an 11.01 percent decline in the first quarter the S&P 500 Index gained 26.46
percent for the full year.

For the year, Liberty All-Star Equity Fund returned 33.48 percent with shares valued at net asset value (NAV), 35.65 percent with shares valued
at NAV with dividends reinvested and 35.09 percent with shares valued at market price (with dividends reinvested). These results compared
very favorably to the 27.14 percent rise in the Lipper Large-Cap Core Mutual Fund Average, the Fund s primary benchmark, and the 26.46
percent gain in the S&P 500 Index. Off the March 9 low, the Fund s NAV with dividends reinvested advanced 76.86 percent, while Fund shares
valued at market price (with dividends reinvested) nearly doubled, gaining 97.13 percent. The Fund s NAYV reinvested return ranked it in the top
10 percent of all funds in the Lipper Large-Cap Core universe for the full year.

Over the course of the year, the discount at which Fund shares traded relative to their underlying NAV ranged from 15.6 percent to 26.5 percent,
the latter figure recorded in March. Thus, the discount has narrowed, but remains stubbornly high relative to the Fund s historical average. The
discounts of many domestic equity closed-end funds also remain high, which may reflect continuing risk aversion by individual investors. These
data and other performance measures are included in the table accompanying this letter.

With regard to Fund performance, we commented in last year s annual report that during extreme periods marked by euphoria when stocks are
soaring and by fear when they are in free-fall active managers are challenged to outpace passive indices like the S&P 500. We also commented

that extreme declines in the equity markets create opportunities for active managers and that the 2008 early 2009 sell-off greatly expanded their
opportunity set. We believe the Fund s outperformance in 2009 bears out these observations. Further, while the early stages of the market
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rebound were driven in part by a rebound in lower quality stocks, we believe investors will increasingly focus on higher quality companies with
more predictable earnings, and that bodes well for the Fund.

It has been traditional for us to include a manager roundtable discussion in our annual reports. This year, we are

www.all-starfunds.com USA
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modifying that approach and asking each manager to provide their perspective on the investment environment based on their particular style and
strategy. We believe you will find the comments of these leading investment managers to be both interesting and insightful. You will also notice
the presence of a new growth style manager, Cornerstone Capital Management, Inc., which replaced Chase Investment Counsel Corporation
effective December 21. Thomas G. Kamp, CFA, President and Chief Investment Officer of Cornerstone, represents the firm in this annual report
feature, which begins on page 8. You will also notice that a proxy for the upcoming annual meeting of shareholders was enclosed with this
annual report. We encourage you to take the time to read more about Cornerstone and vote your shares accordingly. A change in voting
procedures requires that shareholders vote their own proxy in order to approve a change in one of the Fund s investment managers, so we would
appreciate and encourage you to vote your shares in a timely manner so that the Fund avoids additional mailing and soliciation costs.

We are pleased that the Fund demonstrated its value as a long-term, core equity holding by allowing shareholders to fully participate in the 2009
market rebound. We continue to believe that the Fund s multi-manager structure provides a sound foundation as a core equity holding for
long-term investors. This view is further enhanced by the quality of the Fund s five investment managers. For our part, we at Liberty All-Star
Equity Fund will continue to do our best to manage the Fund with the best long-term interests of shareholders first and foremost.

Sincerely,

William R. Parmentier, Jr.
President and Chief Executive Officer

Liberty All-Star Equity Fund

ANNUAL REPORT DECEMBER 31, 2009
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FUND STATISTICS AND SHORT-TERM PERFORMANCE

PERIODS ENDING DECEMBER 31, 2009

FUND STATISTICS:
Net Asset Value (NAV) $ 5.23
Market Price $ 4.33
Discount 17.2%
Quarter 2009
Distributions $0.08 $0.31
Market Price Trading Range $3.94 to $4.44 $2.29 to $4.44
Discount Range 15.6% to 19.7% 15.6% to 26.5%
PERFORMANCE:
Shares Valued at NAV 4.12% 33.48%
Shares Valued at NAV with Dividends Reinvested 4.36% 35.65%
Shares Valued at Market Price with Dividends Reinvested 4.18% 35.09%
S&P 500 Index 6.04% 26.46%
Lipper Large-Cap Core Mutual Fund Average* 5.58% 27.14%
NAYV Reinvested Percentile Rank (1 = best; 100 = worst) 87th 10th
Number of Funds in Category 953 906
LONG-TERM PERFORMANCE SUMMARY ANNUALIZED RATES OF RETURN
PERIODS ENDING DECEMBER 31, 2009 3 YEARS 5 YEARS 10 YEARS 20 YEARS
LIBERTY ALL-STAR EQUITY FUND
Shares Valued at NAV (6.96)% (1.47)% 0.36% 7.83%
Shares Valued at NAV with Dividends Reinvested (5.64)% (0.52)% 0.99% 8.32%
Shares Valued at Market Price with Dividends Reinvested (9.75)% 4.73)% 1.48% 8.11%
S&P 500 Index (5.61)% 0.42% (0.95)% 8.21%
Lipper Large-Cap Core Mutual Fund Average* (5.30)% 0.47% 0.47)% 7.74%
NAYV Reinvested Percentile Ranking (1 = best; 100 = worst) 58th 73rd 29th 37th
Number of Funds in Category 773 653 374 73

* Percentile ranks calculated using the Fund s NAV Reinvested results within the Lipper Large-Cap Core Open-end Mutual Fund Universe.

Figures shown for the Fund and the Lipper Large-Cap Core Mutual Fund Average are total returns, which include dividends, after deducting
Fund expenses. The Fund s performance is calculated assuming that a shareholder exercised all primary rights in the Fund s rights offerings.
Figures shown for the unmanaged S&P 500 Index are total returns, including dividends. A description of the Lipper benchmark and the S&P 500
Index can be found on page 39.

11
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Past performance cannot predict future results. Performance will fluctuate with market conditions. Current performance may be lower or
higher than the performance data shown. Performance information does not reflect the deduction of taxes that shareholders would pay on Fund
distributions or the sale of Fund shares. An investment in the Fund involves risk, including loss of principal.

Shares of closed-end funds frequently trade at a discount to net asset value. The price of the Fund s shares is determined by a number of factors,
several of which are beyond the control of the Fund. Therefore, the Fund cannot predict whether its shares will trade at, below or above net asset
value.

12
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LIBERTY ALL-STAR® EQUITY FUND

UNIQUE FUND ATTRIBUTES

Unique Attributes of Liberty All-Star Equity Fund

Several attributes help to make the Fund a core equity holding for investors seeking diversification, income and the potential for long-term
appreciation.

Multi-management for Individual Investors

Liberty All-Star Equity Fund is multi-managed, an investment discipline that is followed by large institutional investors to diversify their
portfolios. In 1986, Liberty All-Star Equity Fund became the first closed-end fund to bring multi-management to individual investors.

13
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Real-time Trading and Liquidity

The Fund has a fixed number of shares that trade on the New York Stock Exchange and other exchanges. Share pricing is continuous not just
end-of-day, as it is with open-end mutual funds. In addition, Fund shares offer immediate liquidity and there are no annual sales fees.

14



Edgar Filing: LIBERTY ALL STAR EQUITY FUND - Form N-CSR

Access to Institutional Managers

The Fund s investment managers invest primarily for pension funds, endowments, foundations and other institutions. Because institutional
managers are closely monitored by their clients, they tend to be more disciplined and consistent in their investment process.

Monitoring and Rebalancing

ALPS Advisors continuously monitors these investment managers to ensure that they are performing as expected and adhering to their style and
strategy. Periodic rebalancing maintains the Fund s structural integrity and is a well-recognized investment discipline.

Alignment and Objectivity

15
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Alignment with shareholders best interests and objective decision-making help to ensure that the Fund is managed openly and equitably. In
addition, the Fund is governed by a Board of Trustees that is elected by and responsible to shareholders.

Distribution Policy

Since 1988, the Fund has followed a policy of paying annual distributions on its shares at a rate that approximates historical equity market
returns. The current annual distribution rate is 6 percent of the Fund s net asset value (paid quarterly at 1.5 percent per quarter), providing a
systematic mechanism for distributing funds to shareholders.

16
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LIBERTY ALL-STAR® EQUITY FUND

MULTI-MANAGEMENT HAS PRODUCED MORE CONSISTENT RETURNS

The narrative on the preceding two pages is intended to focus on the unique attributes of the Fund. The chart below demonstrates the long-term
outcome of these attributes, particularly the Fund s multi-management structure. Most mutual funds are run by a single portfolio manager or an
internal team of managers pursuing a particular investment style, whether it s growth or value. But styles go in and out of favor. A style that
outperforms on a relative basis one year may disappoint the next, leading to higher volatility.

As discussed in our Unique Fund Attributes feature, ALPS utilizes multi-management, that is, combining managers who practice different
investment styles to reduce volatility while producing competitive returns.

All-Star s long-term track record provides clear testimony to the value of the multi-management strategy. The chart below demonstrates that for
the trailing 20-year period ending December 31, 2009, the Fund has achieved better-than-average returns and better-than-average consistency
compared with peer funds in the Lipper Large-Cap Core universe.

17
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Each dot represents the precise 20-year return and consistency record ending December 31, 2009, of each fund in the universe 50 open-end
Large-Cap Core equity mutual funds (as classified by Lipper, Inc.) that has a 20-year history.

Consistency is measured by the volatility of non-market monthly returns, calculated by subtracting the return of the S&P 500 Index from each
mutual fund s return. The lower the volatility, the higher the consistency of results compared with the stock market.

18



Edgar Filing: LIBERTY ALL STAR EQUITY FUND - Form N-CSR

LIBERTY ALL-STAR® EQUITY FUND

INVESTMENT MANAGERS/PORTFOLIO CHARACTERISTICS

THE FUND S ASSETS ARE APPROXIMATELY EQUALLY DISTRIBUTED AMONG THREE VALUE MANAGERS AND TWO
GROWTH MANAGERS:

MANAGERS DIFFERING INVESTMENT STRATEGIES ARE REFLECTED IN PORTFOLIO CHARACTERISTICS

The portfolio characteristics table below is a regular feature of the Fund s shareholder reports. It serves as a useful tool for understanding the
value of a multi-managed portfolio. The characteristics are different for each of the Fund s five investment managers. These differences are a
reflection of the fact that each pursues a different investment style. The shaded column highlights the characteristics of the Fund as a whole,
while the final column shows portfolio characteristics for the S&P 500 Index.

PORTFOLIO CHARACTERISTICS

AS OF DECEMBER 31, 2009 INVESTMENT STYLE SPECTRUM
(UNAUDITED) VALUE GROWTH
Total S&P
Schneider Pzena Matrix Comerstone TCW Fund 500 Index

Number of Holdings 40 45 40 48 32 169* 500
Percent of Holdings in Top
10 53% 34% 35% 44% 46% 18% 19%
Weighted Average Market
Capitalization (billions) $ 19 3 43 $ 4 $ 57 $ 49 3 4 3 81

(D)% 3)% 2)% 27% 29% 10% 8%
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Average Five-Year Earnings

Per Share Growth

Dividend Yield 1.6% 1.8% 1.4% 0.9%
Price/Earnings Ratio** 19x 15x 20x 21x
Price/Book Value Ratio 1.7x 1.7x 2.8x 4.5x

*  Certain holdings are held by more than one manager.

** Excludes negative earnings.

0.8%
24x
5.4x

1.3%
20x
3.3x

1.9%
18x
3.4x
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LIBERTY ALL-STAR® EQUITY FUND

MANAGER DISCUSSION

Manager perspectives: Past, present and future

The Fund s five investment managers look at markets in 2009 and 2010 through the lens of their value or growth style.

CORNERSTONE CAPITAL MANAGEMENT, INC.
Portfolio Manager/Thomas G. Kamp, CFA

President and Chief Investment Officer

Investment Style/Growth ~ Cornerstone evaluates stocks that its research identifies as offering underappreciated opportunities for growth as
defined by one or more of their key metrics. Stock selection is further based on the fundamentals of revenue, earnings, cash flow, and
management depth and credibility.

From the perspective of your investment style and strategy, please give us your point of view on 2009.

Cornerstone outperformed the unmanaged Russell 1000 Growth Index in 2009. It is particularly gratifying that virtually all of the
outperformance came from stock selection rather than sector allocation. This is consistent with our long-term history of individual stock picking
combined with active trading around core positions. A year ago, the pillars of our financial system were collapsing around us. By July, the
economy found a base from which to grow again. The current extremely steep yield curve generally points to an accelerating economy.

What will you be focused on going into 2010, once again, from your own perspective?

In an effort to skate to where the puck is going, we have reduced the weighting of financial stocks from an overweight position in early 2009 to a
benchmark weight and have increased the weighting of health care stocks to an overweight currently. Health care stocks appear very attractive to

us due to their very high free cash flow multiples. Technology stocks also continue to be attractive on a free cash flow multiple basis. In

addition, over the course of the last few months, we reduced our underweight of consumer staples stocks.

We believe the market is transitioning from one focused on a cyclical recovery to a more normal environment where earnings revisions drive
share prices. Once again, these moves are intended to skate to where the puck is heading.

21
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MATRIX ASSET ADVISORS, INC.
Portfolio Manager/David A. Katz, CFA

President and Chief Executive Officer

Investment Style/Value ~Matrix follows an opportunistic value-oriented investment philosophy. Matrix believes that value can be found in all
sectors of the economy, and thus looks for investment opportunities beyond traditional value industries.

From the perspective of your investment style and strategy, please give us your point of view on 2009.

While the market meltdown of September 2008 exacerbated the already extant recession, our conviction was that the very severity of the
economic/market situation would prompt equally unprecedented responses from government regulators. Despite remedial actions, the market
continued its steep sell-off; this strengthened our conviction that the economy would not slide into depression, and that otherwise strong
companies were being over sold.

We stress-tested our entire portfolio to identify both maximum durability during the market weakness and strong early market recovery
potential. This process resulted in intensifying our holdings in many badly battered positions, particularly in technology, financial and industrial
stocks; simultaneously, we swapped out of several holdings that were less compelling in terms of their risk and recovery potential.

As the government s remedial steps started to stabilize the economy, disaster scenarios were discounted, and stock prices began to move from
near bankruptcy to more normalized, even if somewhat distressed, valuation levels. This shift led to a virtuous cycle of higher stock prices and
healthier capital markets. In retrospect, the irrational stock pricing of early 2009 created a tremendous opportunity wherein a less emotion-driven
and objective focus on value profited from short-term pricing anomalies, particularly among technology, consumer cyclical and select financial
stocks.

22
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Please summarize what produced the best results for you in 2009 and what, in retrospect, didn t play out the way you thought.

We benefited both from the recovery of our technology, consumer discretionary and financial stocks, many of which had suffered the most
during the decline, as well as from new positions, in multiple sectors, acquired as a result of the aforementioned stress testing of the portfolio
during market weakness.

The biggest disappointment was the relatively anemic performance of our energy stocks, despite a significant improvement in the price of oil.
We believe this disconnect in 2009 between energy prices and the underlying stocks creates an opportunity in 2010.

What will you be focused on going into 2010, once again, from your own perspective?

We believe the economy is moving from recession to slow economic recovery. We therefore look for a continued improvement in the stock
market and believe that many of 2009 s strongest sectors will continue to excel in 2010, although at a significantly slower pace. We expect our
portfolio to be a beneficiary of this trend, and believe that a number of our companies could reach their fair value/ target sale prices as a result.

At the same time we expect to find more opportunities in some of the sectors of the economy that were less participatory in the market recovery
of 2009. These would include health care, energy and select financials. As always, we will be looking for individual opportunities rather than
trying to identify a dominant macro theme.

PZENA INVESTMENT MANAGEMENT, LLC
Portfolio Manager/ Antonio DeSpirito, II1

Principal and Portfolio Manager

Investment Style/Value Pzena uses fundamental research and a disciplined process to identify good companies with a sustainable business
advantage that the firm believes are undervalued on the basis of current price to an estimated normal level of earnings.

From the perspective of your investment style and strategy, please give us your point of view on 2009.

From our perspective as a deep value investor, 2009 represented the beginning of a classic value cycle, as stocks that had become deeply
undervalued heading into the recession strongly rebounded on signs of a stabilizing economy and financial sector. Since the market turn on
March 9, value strategies have led the rebound, and our portfolio was up 105 percent from that date through year-end. Despite the belief by some
that this was a junk rally, our returns were generated predominantly by high quality companies with solid balance sheets and industry-leading
positions. What was remarkable to us was the availability of these companies earlier in the year at bargain-basement prices.
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Please summarize what produced the best results for you in 2009 and what, in retrospect, didn t play out the way you thought.

Two thousand nine was one of those years early in a value cycle where almost everything worked in the portfolio. Our only real missed
opportunity was not having exposure to the materials sector, which was one of the strongest in the Russell 1000 Value Index. The biggest
contributors to the portfolio were in the consumer discretionary and technology sectors and included the retailer J.C. Penney, Motorola and auto
parts manufacturer Magna International. While cyclical stocks led in 2009, many were so depressed that they continue to be cheap despite the
run-up. Nonetheless we are starting to see some less cyclical stocks that are cheap most notably we have raised our positions in defense,
property-casualty insurance and utilities.

What will you be focused on going into 2010, once again, from your own perspective?

We believe that there are still ample valuation opportunities as equity markets in general are undervalued and valuation spreads, though well off
March levels, continue to be attractive. Many new investments have emerged more recently as the market s focus on the macro has presented us
with good opportunities to focus on the micro, the bread and butter of value investing. We are finding opportunities in the defense industry as
uncertainties
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around budgets and legislative reform have created attractive valuations, as well as cyclical companies where revenues are down yet margins are
recovering due to dramatic cost cutting. Our portfolio continues to trade at some of the lowest price to normal valuations in our firm s history.
Consequently we are very excited about the expected return potential of the portfolio, and believe the value cycle has a lot longer to run.

SCHNEIDER CAPITAL MANAGEMENT CORPORATION
Portfolio Manager/Arnold C. Schneider, III, CFA

President and Chief Investment Officer

Investment Style/Value The firm practices a disciplined, fundamental approach to add value over time. Research focuses on uncovering new
ideas and owning undervalued stocks before they experience a rebound in earnings and come to the attention of other investors.

From the perspective of your investment style and strategy, please give us your point of view on 2009.

Last year was a tale of two markets, as a gut-wrenching drop early in the year was followed by one of the most powerful rallies in history. I
believe our investors benefited in 2009 from the fact that we stuck to our deep-value investment convictions while our style was extremely out
of favor during the financial crisis and deep recession. The panicky period from Lehman Brothers collapse in September 2008 through the
market bottom in March 2009 presented a rare opportunity to invest in some real bargains.

Please summarize what produced the best results for you in 2009 and what, in retrospect, didn t play out the way you thought.

Strong results for the year were led by our stock picks in the energy sector. We don t shy away from making significant commitments to an
industry where we find value, and the focus on coal miners and U.S. natural gas producers was the differentiating factor. Both coal and natural
gas are in a cyclical downturn that is in the process of being corrected. We expect the markets for both commodities to tighten in 2010 as output
continues to decline, inventories ease and demand firms with the help of recovering economic activity. Our companies possess tremendous
potential for increased production and margin expansion.

Allegheny Energy was hurt by weaker than expected power demand during the deep recession. The stock is cheaply valued, however. The
company has substantial operating leverage and the opportunity to reap big benefits from any recovery in power demand and natural gas prices.

What will you be focused on going into 2010, once again, from your own perspective?

We 1l be looking for the right timing to move into several opportunities where stocks are cheap, but where it is still too early to buy. Areas of
potential interest include cyclical industries, where the upturn in the fundamentals is not likely to occur for several years as a result of the
enormous overcapacity created by the deep global recession.
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Historically, our investment style has been favored with a nice tailwind when the U.S. economy is in the recovery phase and moving toward
expansion. We sense that the economic and financial climate this year should be supportive for our portfolio, and we will be monitoring key data
that signal the strength and sustainability of the nascent recovery.

TCW INVESTMENT MANAGEMENT COMPANY
Portfolio Manager/Craig C. Blum, CFA

Managing Director

Investment Style/Growth  'TCW invests in companies that have superior sales growth, leading and/or rising market shares, and high and/or rising
profit margins. TCW s concentrated growth equity strategy seeks companies with distinct advantages in their business model.

From the perspective of your investment style and strategy, please give us your point of view on 2009.

The period was defined by severe economic contraction followed by unprecedented policy stimulus around the world. An improvement in
sentiment and a variety of economic indicators followed and supported higher stock prices through the remainder of the year. An even stronger
equity market recovery took shape in key emerging market economies owing to banking systems that endured the credit collapse far better than
those of more mature countries. Housing also maintained its slow recovery trend as both sales volumes and sequential pricing moved higher.
Overshadowing all of these improvements, however, was a further weakening of the U.S. job market.

10
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Total job losses, as a share of total employment, during the downturn became more severe than during any other period since the Great
Depression. State and local budgets are also under severe strain as tax revenues collapsed, underscoring a rapidly deteriorating fiscal picture.

The year finished with clear evidence of improvement in U.S. manufacturing activity and leading indicators of future activity such as a
record-steep yield curve and a collapse in credit spreads suggesting that a robust expansion is imminent, although they don t guarantee the
absence of inflation. Thus, the period ended with widespread confidence that conditions had improved, but also with hesitation over the
sustainability of the improvements without resolution to the many core challenges that still exist.

Please summarize what produced the best results for you in 2009 and what, in retrospect, didn t play out the way you thought.

GDP-sensitive holdings helped our results most and our growth holdings with more defensive attributes, primarily health care, hurt results most.
Businesses that are exploiting the current environment, out-innovating the competition, and increasing future earnings power tended to
outperform peers. Companies like Amazon.com, Google and Visa were strong performers that we would place in this category. Higher energy
prices helped to firm exploration and production activity within the oil services industry and provided upside strength to all of our high-quality
energy companies. Within health care, our drug businesses underperformed most as fears over the impact of dramatic reform hurt sentiment. Our
heath care technology companies, however, performed quite well, with Cerner and Intuitive Surgical producing stronger than expected results.

What will you be focused on going into 2010, once again, from your own perspective?

Regarding the economy in general, we are seeing a highly efficient market economy trying to correct enormous imbalances caused by excessive
central bank credit. That is, we borrowed too much money, we can t pay it back and the market is attempting to correct the problem through
bankruptcy. If past is prologue, the wide array of government policies put in place to prevent this cure will likely result in large fiscal

imbalances, high levels of public sector debt and inflation all of which could conceivably influence market returns. Of course, this concern might
be misguided, as the tea leaves are difficult to read and inflation forecasting is notoriously inaccurate.

The Fed appears willing to extend its highly accommodative policies well into 2010 and has telegraphed that it will not begin actively draining
liquidity until it observes a sustained improvement in the economy. But there are risks associated with this and, presumably, the Fed, being
aware of this, will be forced to relax its aggressive policies in favor of a more market-driven allocation of credit. The resulting increase in
interest rates could hurt valuation multiples and investor sentiment.

However cautious the current environment, we remain pleased with the fundamental performance of our portfolio companies and the investment
returns that we achieved during 2009. Our businesses produced superior results not only during the most severe economic contraction since the
Great Depression, but also during an exceptional year of market recovery (2009). If enduring quality is the strongest expression of a company s
value, then our portfolio is filled with prized properties. We identify these holdings through a process that emphasizes strong end markets,
business model advantage, pricing power, geographic breadth, economic resiliency and attractive valuation.
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LIBERTY ALL-STAR® EQUITY FUND

TABLE OF DISTRIBUTIONS AND RIgHTS OFFERINgS

RIGHTS OFFERINGS

PER SHARE MONTH SHARES NEEDED TO PURCHASE SUBSCRIPTION
YEAR DISTRIBUTIONS COMPLETED ONE ADDITIONAL SHARE PRICE TAX CREDITS#*
1988 $ 0.64
1989 0.95
1990 0.90
1991 1.02
1992 1.07 April 10 $ 10.05
1993 1.07 October 15 1041 $ 0.18
1994 1.00 September 15 9.14
1995 1.04
1996 1.18 0.13
1997 1.33 0.36
1998 1.40 April 20 12.83
1999 1.39
2000 1.42
2001 1.20
2002 0.88 May 10 8.99
2003 0.78
2004 0.89 July 10%* 8.34
2005 0.87
2006 0.88
2007 0.90 December 10 6.51
2008 0.65
2009 ** 0.31

* The Fund s net investment income and net realized capital gains exceeded the amount to be distributed under the Fund s distribution
policy. In each case, the Fund elected to pay taxes on the undistributed income and passed through a proportionate tax credit to
shareholders.

** The number of shares offered was increased by an additional 25% to cover a portion of the over-subscription requests
##% Effective with the second quarter distribution, the annual distribution rate was changed from 10 percent to 6 percent.

DISTRIBUTION POLICY

Liberty All-Star Equity Fund s current policy is to pay distributions on its shares totaling approximately 6 percent of its net asset value per year,
payable in four quarterly installments of 1.5 percent of the Fund s net asset value at the close of the New York Stock Exchange on the Friday
prior to each quarterly declaration date. The fixed distributions are not related to the amount of the Fund s net investment income or net realized
capital gains or losses and may be taxed as ordinary income up to the amount of the Fund s current and accumulated earnings and profits. If, for
any calendar year, the total distributions made under the distribution policy exceed the Fund s net investment income and net realized capital
gains, the excess will generally be treated as a non-taxable return of capital, reducing the shareholder s adjusted basis in his or her shares. If the
Fund s net investment income and net realized capital gains for any year exceed the amount distributed under the distribution policy, the Fund
may, in its discretion, retain and not distribute net realized capital gains and pay income tax thereon to the extent of such excess. The Fund
retained such excess gains in 1993, 1996 and 1997.
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LIBERTY ALL-STAR® EQUITY FUND
TOP 20 HOLDINGS AND ECONOMIC SECTORS (UNAUDITED)

December 31, 2009

TOP 20 HOLDINGS* PERCENT OF NET ASSETS
Apple, Inc. 2.37%
Bank of America Corp. 2.20
Dell, Inc. 2.01
Google, Inc., Class A 1.98
QUALCOMM, Inc. 1.87
Gilead Sciences, Inc. 1.57
Monsanto Co. 1.43
Chesapeake Energy Corp. 1.40
PNC Financial Services Group, Inc. 1.38
Forest Oil Corp. 1.26
The Allstate Corp. 1.21
Hewlett-Packard Co. 1.16
Arch Coal, Inc. 1.15
Magna International, Inc., Class A 1.14
The Boeing Co. 1.09
Microsoft Corp. 1.07
JPMorgan Chase & Co. 1.05
Adobe Systems, Inc. 1.01
Tyco Electronics Ltd. 1.01
Amazon.com, Inc. 1.00
28.36%
ECONOMIC SECTORS* PERCENT OF NET ASSETS
Information Technology 23.06 %
Financials 18.35
Energy 12.90
Consumer Discretionary 12.53
Health Care 11.58
Industrials 9.30
Consumer Staples 5.85
Utilities 2.93
Materials 2.53
Other Net Assets 0.97
100.00 %
* Because the Fund is actively managed, there can be no guarantee that the Fund will continue to hold securities of the indicated issuers

and sectors in the future.
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LIBERTY ALL-STAR® EQUITY FUND

SCHEDULE OF INVESTMENTS

as of December 31, 2009

COMMON STOCKS (99.03%)

u CONSUMER DISCRETIONARY (12.53%)

Auto Components (1.71%)
Johnson Controls, Inc.
Magna International, Inc., Class A

Diversified Consumer Services (0.50%)
Apollo Group, Inc., Class A(a)

Hotels, Restaurants & Leisure (1.28 %)
Carnival Corp.(a)
Yum! Brands, Inc.

Household Durables (1.59 %)
NVR, Inc.(a)

Pulte Homes, Inc.(a)
Whirlpool Corp.

Internet & Catalog Retail (1.00%)
Amazon.com, Inc.(a)

Media (3.01%)
DreamWorks Animation SKG, Inc., Class A(a)

Liberty Media Corp., Capital Group, Series A(a)

The McGraw-Hill Cos., Inc.
Omnicom Group, Inc.

Time Warner, Inc.

The Walt Disney Co.

Multi-Line Retail (1.40%)
J.C. Penney Co., Inc.
Nordstrom, Inc.

Target Corp.

Specialty Retail (1.60%)
Best Buy Co., Inc.

Guess?, Inc.

The Home Depot, Inc.

The Sherwin-Williams Co.
Staples, Inc.

Textiles, Apparel & Luxury Goods (0.44 %)
NIKE, Inc., Class B
Polo Ralph Lauren Corp.

u CONSUMER STAPLES (5.85%)
Beverages (0.63%)
The Coca-Cola Co.

SHARES

200,000 $
215,190

78,530

225,580
144,600

10,485
376,811
49,125

71,380

44,941
89,044
206,000
193,925
73,584
253,345

317,065
57,832
57,122

59,544
41,798
76,600
41,675
261,500

43,308
16,324

58,997

MARKET VALUE

5,448,000
10,884,310
16,332,310

4,757,348

7,148,630
5,056,662
12,205,292

7,451,794
3,768,110
3,962,423
15,182,327

9,602,038

1,795,393
2,126,371
6,903,060
7,592,164
2,144,238
8,170,376
28,731,602

8,437,100
2,173,326
2,762,991
13,373,417

2,349,606
1,768,055
2,216,038
2,569,264
6,430,285
15,333,248

2,861,360
1,321,917
4,183,277

3,362,829
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Diageo Plc(b) 38,363

See Notes to Schedule of Investments and Financial Statements

14

2,662,776
6,025,605
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COMMON STOCKS (continued)

Food & Staples Retailing (2.13%)
Costco Wholesale Corp.

CVS Caremark Corp.

Walgreen Co.

Wal-Mart Stores, Inc.

Food Products (1.32%)
General Mills, Inc.

Kraft Foods, Inc.

Sara Lee Corp.

Smithfield Foods, Inc.(a)
Tyson Foods, Inc., Class A

Household Products (0.89%)
Colgate-Palmolive Co.
The Procter & Gamble Co.

Personal Products (0.35%)
Avon Products, Inc.

Tobacco (0.53%)
Philip Morris International, Inc.

u ENERGY (12.90%)

Energy Equipment & Services (2.57 %)
BJ Services Co.

FMC Technologies, Inc.(a)

Oceaneering International, Inc.(a)
Patterson-UTI Energy, Inc.
Schlumberger Ltd.

0Oil, Gas & Consumable Fuels (10.33%)
Apache Corp.

Arch Coal, Inc.

BP PLC

Chesapeake Energy Corp.
Chevron Corp.
ConocoPhillips

Consol Energy, Inc.

Devon Energy Corp.

Exxon Mobil Corp.

Forest Oil Corp.(a)

Hess Corp.

Occidental Petroleum Corp.
Petrohawk Energy Corp.(a)
Valero Energy Corp.

See Notes to Schedule of Investments and Financial Statements

SHARES

119,105 $

123,900

178,500
52,700

52,625
133,150
63,496
42,585
314,615

18,642
114,900

107,375

105,033

213,150
70,710
104,500
78,725
141,221

40,725
492,385
82,629
517