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LIBERTY ALL-STAR EQUITY FUND
FEDERAL RESERVE PLAZA
600 ATLANTIC AVENUE
BOSTON, MASSACHUSETTS 02210-2214
(617) 722-6036

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
APRIL 18, 2001

To the Shareholders of Liberty All-Star Equity Fund:
NOTICE IS HEREBY GIVEN that the 2001 Annual Meeting of Shareholders of Liberty
All-Star Equity Fund (the "Fund") will be held in Room AV-1, 3rd Floor, Federal
Reserve Plaza, 600 Atlantic Avenue, Boston, Massachusetts, on April 18, 2001, at
9:30 a.m., Boston time. The purpose of the Meeting is to consider and act upon
the following matters:

1. To elect three Trustees of the Fund.

2. To approve the Fund's Portfolio Management Agreement with Mastrapasqua &
Associates, Inc.

3. To ratify the selection by the Board of Trustees of PricewaterhouseCoopers
LLP as the Fund's independent accountants for the year ending December 31,
2001.

4. To transact such other business as may properly come before the Meeting or

any adjournments thereof.
The Board of Trustees has fixed the close of business on February 1, 2001, as
the record date for the determination of the shareholders of the Fund entitled
to notice of, and to vote at, the Meeting and any adjournments thereof.

YOUR BOARD OF TRUSTEES RECOMMENDS THAT YOU VOTE FOR ALL THE PROPOSALS.

By order of the Board of Trustees

William J. Ballou, Secretary

YOUR VOTE IS IMPORTANT--PLEASE RETURN YOUR PROXY PROMPTLY.
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YOU ARE CORDIALLY INVITED TO ATTEND THE MEETING. WE URGE YOU, WHETHER OR NOT YOU
EXPECT TO ATTEND THE MEETING IN PERSON, TO INDICATE YOUR VOTING INSTRUCTIONS ON
THE ENCLOSED PROXY, DATE AND SIGN IT, AND RETURN IT IN THE ENVELOPE PROVIDED,
WHICH NEEDS NO POSTAGE IF MAILED IN THE UNITED STATES. WE ASK YOUR COOPERATION
IN MAILING YOUR PROXY PROMPTLY.

March 1, 2001

LIBERTY ALL-STAR EQUITY FUND
PROXY STATEMENT

ANNUAL MEETING OF SHAREHOLDERS
APRIL 18, 2001

This Proxy Statement is furnished in connection with the solicitation of proxies
on behalf of the Board of Trustees of Liberty All-Star Equity Fund (the "Fund")
to be used at the Annual Meeting of Shareholders of the Fund to be held on April
18, 2001, at 9:30 a.m. Boston time in Room AV-1, 3rd Floor, Federal Reserve
Plaza, 600 Atlantic Avenue, Boston, Massachusetts, and at any adjournments
thereof (such meeting and any adjournments being referred to as the "Meeting").

The solicitation of proxies for use at the Meeting is being made primarily by
the mailing on or about March 1, 2001, of this Proxy Statement and the
accompanying proxy. Supplementary solicitations may be made by mail, telephone,
telegraph or personal interview by officers and Trustees of the Fund and
officers and employees of its manager, Liberty Asset Management Company
("Liberty Asset Management") and its affiliates. In addition, the Fund has
retained Corporate Investor Communications, Inc. as agent to coordinate the
distribution of proxy material to, and to solicit the return of proxies from,
individuals, banks, brokers, nominees and other custodians at a fee of $5,000
plus out-of-pocket expenses. Authorization to execute proxies may be obtained
from shareholders through instructions transmitted by telephone or facsimile.
The expenses in connection with preparing this Proxy Statement and of the
solicitation of proxies for the Meeting will be paid by the Fund. The Fund will
reimburse brokerage firms and others for their expenses in forwarding
solicitation material to the beneficial owners of shares. This Proxy Statement
is accompanied by the Fund's 2000 Annual Report to Shareholders.

The Meeting is being held to vote on the matters described below.

PROPOSAL 1. ELECTION OF TRUSTEES

The Fund's Board of Trustees is divided into three classes, each of which serves
for three years. The term of office of one of the classes expires at the final
adjournment of the Annual Meeting of Shareholders (or special meeting in lieu
thereof) each year. Shares represented by duly executed proxies will be voted as
instructed on the proxy. If no instructions are given when the enclosed proxy is
returned, the enclosed proxy will be voted for the election of Joseph R. Palombo
as Trustee to hold office until final adjournment of the Annual Meeting of
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Shareholders for the year 2002 and Richard W. Lowry and John J. Neuhauser as
Trustees to hold office until the final adjournment of the Annual Meeting of
Shareholders for the year 2004 (or special meeting in lieu thereof). Messrs.
Lowry, Neuhauser and Palombo have served as Trustees since August, 1986, April,
1998, and October, 2000, respectively. Messrs. Lowry, Neuhauser and Palombo have
consented to serve as Trustees following the Meeting if elected, and are
expected to be able to do so. If any of Messrs. Lowry, Neuhauser or Palombo are
unable or unwilling to do so at the time of the Meeting, proxies will be voted
for such substitute as the Trustees may recommend (unless authority to vote for
the election of Trustees has been withheld).

Information about the nominees for election as a Trustee follows:

Name/Age and Address Principal Occupation During Past Five Years

Richard W. Lowry (Age 64) (2) Private Investor since August 1987 (formerly Chairman
10701 Charleston Drive and Chief Executive Officer, U.S. Plywood Corporation
Vero Beach, FL 32963 (building products manufacturer)) .

John J. Neuhauser (Age 57) (2) Academic Vice President and Dean of Faculties since
84 College Road August, 1999, Boston College (formerly Dean, Boston
Chestnut Hill, MA College School of Management from September, 1977 to
02467-3838 September, 1999).

Joseph R. Palombo (Age 48) (4) Chief Operations Officer of Mutual Funds, Liberty
Liberty Funds Group Financial Companies, Inc. (LFC) since August, 2000;
One Financial Center Executive Vice President and Chief Administrative
Boston, MA 02111 Officer of Liberty Funds Group (LFG) since April,

1999; Director of Stein Roe & Farnham
Incorporated (SR&F) since September 1,
2000; Trustee, Director or Manager and
Chairman of the Board of the Liberty
Funds, the Liberty All-Star Funds and
the Stein Roe Funds since October,
2000; (formerly Vice President of the
Liberty Funds, the Liberty All-Star
Funds and the Stein Roe Funds from
April, 1999 to August, 2000 and Chief
Operating Officer, Putnam Mutual Funds
from 1994 to 1998).

The following Trustees continue to serve in such capacity until their terms of
office expire and their successors are elected and qualified:

Name/Age and Address Principal Occupation During Past Five Years
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Robert J. Birnbaum (Age 73) (2) Retired (since January, 1994); Special Counsel,
313 Bedford Road Dechert, Price & Rhoads (September, 1988 to December,
Ridgewood, NJ 07450 1993); President and Chief Operating Officer, New

York Stock Exchange, Inc. (May, 1985 to June, 1988);
Director, Dresdner RCM Europe Fund (investment
company) and Options Exchange Board.

3

Name/Age and Address Principal Occupation During Past Five Years
James E. Grinnell (Age 71) (2) Private investor since November, 1988; President and
2850 South Ocean Blvd., #514 Chief Executive Officer, Distribution Management
Palm Beach, FL 33480 Systems, Inc. (1983 to May, 1986); Senior Vice

President-Operations, The Rockport

Company, (importer and distributor

of shoes) (from May, 1986 to

November, 1988).
William E. Mayer (Age 60) (5) Managing Partner, Park Avenue Equity Partners
500 Park Avenue, 5th Floor (venture capital) since 1998 (formerly Founding
New York, NY, 10022 Partner, Development Capital LLC from 1996 to 1998;

Dean and Professor, College of
Business and Management, University
of Maryland from October, 1992 to
November, 1996); Director, Johns
Manville (building products
manufacturer); Lee Enterprises
(print and on-line media); WR
Hambrecht + Co. (financial service
provider); and Systech Retail
Systems (retail industry technology
provider) .

(1) Shows all shares owned beneficially, directly or indirectly, on the record
date for the Meeting. Such ownership includes voting and investment control. The
Fund's Trustees and officers as a group then so owned less than 1% of the shares
of the Fund outstanding.

(2) Member of the Audit Committee.

(3) Held by the trustee of a trust of which Mr. Lowry is the sole beneficiary.

(4) "Interested person" of the Fund, as defined in the Investment Company Act of
1940, by reason of his positions with LFC, the indirect parent of Liberty Asset
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Management, and its affiliates.

(5) "Interested person" of the Fund, as defined in the Investment Company Act of
1940, because of his affiliation with WR Hambrecht + Co., a registered
broker-dealer.

The term of office of Mr. Grinnell will expire on final adjournment of the
Annual Meeting (or special meeting in lieu thereof) in the year 2002, and the
term of office of Messrs. Birnbaum and Mayer will expire on final adjournment of
the Annual Meeting (or special meeting in lieu thereof) in 2003, Messrs.
Birnbaum, Grinnell and Mayer have served as Trustees since November, 1994,
August, 1986 and April, 1998, respectively. At December 31, 2000, Messrs. Lowry,
Mayer, Neuhauser and Palombo also served as trustees of Liberty Trusts I through
VII, the umbrella trusts for an aggregate of 49 open-end funds managed by
Colonial Management Associates, Inc. ("Colonial"), or other affiliates of
Liberty Asset Management, nine closed-end funds managed by Colonial, and Liberty
Variable Investment Trust, the umbrella trust for 17 open-end funds managed by
Colonial or its affiliates that serve as investment vehicles for variable

annuities and variable life insurance products, (collectively, the "Liberty
Funds") . Effective December 27, 2000, Messrs. Lowry, Mayer, Neuhauser and
Palombo
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commenced serving as trustees of the Liberty Floating Rate Fund, the Stein Roe
Floating Rate Limited Liability Company, the Liberty-Stein Roe Institutional
Floating Rate Income Fund and the following open-end mutual funds: 4 series of
Liberty-Stein Roe Funds Income Trust, 4 series of Liberty-Stein Roe Funds
Municipal Trust, 12 series of Liberty-Stein Roe Funds Investment Trust, 4 series
of Liberty-Stein Roe Advisor Trust, 1 series of Stein Roe Trust, 12 portfolios
of SR&F Base Trust, and 5 series of SteinRoe Variable Investment Trust
(collectively, the "Stein Roe Funds.")

As of the shareholder meeting on December 27, 2000, the Liberty Funds and the
Stein Roe Funds were combined and reorganized into one fund complex (the "Fund
Complex"). Effective on December 27, 2000, the Trustees serve as Trustees for
all the Funds in both the Liberty Funds and the Stein Roe Funds. The Liberty
All-Star Funds, the Liberty Funds and the Stein Roe Funds are collectively
referred to as the "Liberty Funds Complex."

In addition, Messrs. Lowry, Mayer, Neuhauser and Palombo served as trustees of
Liberty Funds Trust IX, the umbrella trust for Liberty All-Star Growth and
Income Fund, an open-end multi-managed fund managed by Liberty Asset Management,

and served as a director of Liberty All-Star Growth Fund, Inc., another
closed-end multi-manager fund managed by Liberty Asset Management (these funds
and the Fund collectively referred to as the "Liberty All-Star Funds"). On

January 25, 2001, the shareholders of Liberty All-Star Growth and Income Fund
voted to approve the acquisition of Liberty All-Star Growth and Income Fund by
Liberty Growth & Income Fund, a series of Liberty Funds Trust VI. The
acquisition was effected on February 9, 2001.

During 2000, the full Board of Trustees of the Fund held four meetings, and the
Audit Committee met three times. With the exception of Mr. Palombo, who was
elected as a Trustee on October 25, 2000, all Trustees were present at all
meetings.
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The Audit Committee makes recommendations to the full Board as to the firm of
independent accountants to be selected, reviews the methods, scope and results
of audits and fees charged by such independent accountants, and reviews the
Fund's internal accounting procedures and controls. The Fund has no nominating
or compensation committee.

The Fund has an Audit Committee comprised of only "Independent Trustees" (as
defined in the regulations of the New York Stock Exchange ("NYSE") of the Fund,
who are also not "interested persons" (as defined in the Investment Company Act
of 1940) of the Fund. The Audit Committee reviews the process for preparing and
reviewing financial statements and other audit-related matters as they arise
throughout the year. The Audit Committee makes recommendations to the full Board
as to the firm of independent accountants to be selected. In making its
recommendations, the Audit Committee reviews the nature and scope of the
services to be provided.

In discharging its oversight responsibility as to the audit process, the Audit
Committee discussed with management the process for preparation and review of
the audited financial statements for the last fiscal year. The Audit Committee
also reviewed the non-audit services to be provided by the independent
accountants of the Fund. The independent accountants, PricewaterhouseCoopers LLP
("PWC"), discussed with the Board the matters required to be discussed by
Statement on Auditing Standards No. 61. In addition, the Audit Committee
obtained from the independent accountants a formal written statement consistent
with Independence Standards Board Standard No. 1, "Independence Discussions with
Audit Committees," describing all relationships between the independent
accountants and the Fund that might bear on the independent accountants'
independence. The Audit Committee also discussed with the independent
accountants any relationships that may impact their objectivity and independence
and satisfied itself as to the independent accountants' independence. The Board
also reviewed the fees

charged by such independent accountants for the various services provided and
reviewed the Fund's internal accounting procedures and controls.

The Board of Trustees has adopted a written charter which sets forth the Audit
Committee's structure, duties and powers, and methods of operation which is
attached hereto as Appendix A. Each member of the Audit Committee must be
financially literate and at least one member must have prior accounting
experience or related financial management expertise. The Board of Trustees has
determined, in accordance with applicable regulations of the NYSE, that each
member of the Audit Committee is financially literate and has prior accounting
experience or related financial management expertise. The Audit Committee
members for 2000 were Messrs. Birnbaum, Grinnell, Lowry and Neuhauser. All
members of the Audit Committee meet the independence standards of the NYSE
listing standards.

FEES PAID TO INDEPENDENT ACCOUNTANTS

1. AUDIT FEES

For the audit of the Fund's annual financial statements for the fiscal year
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ended December 31, 2000, included in the Fund's annual report to shareholders
for that fiscal year, the Fund paid or accrued $29,000 to PWC.

2. FINANCIAL INFORMATION SYSTEMS DESIGN AND IMPLEMENTATION FEES

For the fiscal year ended December 31, 2000, the Fund, Liberty Asset Management
and entities controlling, controlled by or under common control with Liberty
Asset Management which provide services to the Fund did not pay or accrue any
fees for financial information systems design and implementation services by
PWC.

3. ALL OTHER FEES

For the fiscal year ended December 31, 2000, the Fund, Liberty Asset Management
and entities controlling, controlled by or under common control with Liberty
Asset Management which provide services to the Fund paid or accrued aggregate
fees of approximately $604,000 for all other services provided by PWC. The Audit
Committee has determined that the provision of the services described above is
compatible with maintaining the independence of PWC.

COMPENSATION

Beginning January 1, 1999, the aggregate of the fees paid to the Trustees by the
Liberty All-Star Funds that have the same Board of Trustees or Directors and
hold their meetings concurrently with those of the Fund, consists of Trustees
fees of $125,000 per annum, assuming a minimum of four meetings are held and all
meetings are attended. One-third of the retainer and the fees for concurrently
held meetings was allocated among the Fund and the two other funds on a per fund
basis, and the remaining two-thirds was allocated among the three funds based on
their net assets. Effective February 9, 2001, the retainer and meeting fees will
be allocated between the Fund and Liberty All-Star Growth Fund, Inc.

The following table shows, for the calendar year ended December 31, 2000, the
compensation received from the Fund by each current Trustee, and the aggregate
compensation paid to each current Trustee for service on the Boards of Trustees
of the Fund and the Liberty All-Star Funds. The Fund and the Liberty All-Star
Funds have no bonus, profit sharing or retirement plans.

Aggregate Compensation

Total Comg

Name From the Fund Liberty All-star Fu
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Robert J. Birnbaum $16,944
John V. Carberry (6) N/A
James E. Grinnell $16,944
Richard W. Lowry $16, 944
William E. Mayer $16, 944
John J. Neuhauser $16,944
Joseph R. Palombo (7) N/A

(6) Retired as Trustee of the Fund on August 4, 2000, and did not receive
compensation because he was an affiliated Trustee and an employee of LFC.

(7) Did not receive compensation because he was an affiliated Trustee and an
employee of LFC.

TRUSTEES AND TRUSTEES' FEES

The following table shows, for the calendar year ended December 31, 2000, the

compensation received from the Liberty Funds by the Trustees. The Liberty Funds
have no bonus, profit sharing or retirement plans.

Name Total Compensation From Liberty Funds
James E. Grinnell (8) $102,000
Richard W. Lowry 99,000
William E. Mayer 100,000
John J. Neuhauser 101,210
Joseph R. Palombo (9) N/A

(8) Resigned as Trustee of the Liberty Funds on December 27, 2000.

(9) Did not receive compensation because he is an affiliated Trustee and an
employee of LFC.

OFFICERS

The following are the executive officers (except for Mr. Palombo described
earlier) of the Fund.

Name/Age and Address Position With Fund Principal Occupation
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William R. Parmentier, Jr. (Age 48)
Liberty Asset Management Company
Federal Reserve Plaza

600 Atlantic Avenue

Boston, MA 02210

Kevin M. Carome (Age 44)
Liberty Funds Group

One Financial Center
Boston, MA 02111

Name/Age and Address

Christopher S. Carabell (Age 37)
Liberty Asset Management Company
Federal Reserve Plaza

600 Atlantic Avenue

Boston, MA 02210

Mark T. Haley (Age 36)

Liberty Asset Management Company
Federal Reserve Plaza

600 Atlantic Avenue

Boston, MA 02210

Michael G. Clarke (Age 31)
Liberty Funds Group

One Financial Center
Boston, MA 02111

President, Chief
Executive Officer and
Chief Investment Officer

Executive Vice President

Position With Fund

Vice President

Vice President

Controller

President and Chief E
June, 1998) and Chief
May, 1995), Senior Vi
June, 1998), Liberty
Investment Officer, G
1994) .

Executive Vice Presid
the Liberty All-Star
Executive Vice Presid
since May, 1999 (form
April, 1998 to May, 1
from April, 1998 to F
from February, 2000 t
Officer of LFC since
President, Legal sinc
Executive Vice Presid
of SR&F since January
Counsel and Secretary
to December, 1999; Vi
General

Counsel of LFC from A
December, 1998).

Principal Occupation

Senior Vice President
Marketing (since Janu
Investments, Liberty
1996 to January, 1999
Equity Research, BARR
consultants (January,

Vice President-Invest
1999), Director of In
(December, 1996 to De
Analyst (January, 19
Liberty Asset Managem

Controller of the Lik
Liberty All-Star Fund
Assistant Treasurer o
February, 2001; Assis
Colonial since August
President of LFG sinc
Audit Manager from Ma
Audit Senior Accounta

10
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J. Kevin Connaughton (Age 36)
Liberty Funds Group

One Financial Center

Boston, MA 02111

Treasurer

10

Name/Age and Address Position With Fund

William J. Ballou (Age 35)
Liberty Funds Group

One Financial Center
Boston, MA 02111

Secretary

Mr. Parmentier has served as President, Chief Executive Officer and Chief

May, 1997.

Treasurer of the Libe
All-Star Funds since

Controller of the Lik
Liberty All-Star Fund
October, 2000); Treas
since February 2001 (
May, 2000 to February
Colonial since Februa
Tax Manager, Coopers

1996 to January, 1998
Financial Group/First
Group from March, 199

Principal Occupation

Secretary of the Libe
All-Star Funds since

Assistant Secretary f
October, 2000); Secre
since February, 2001

Secretary from May, 2
Vice President, Assis
of Colonial since Oct
and Counsel since Apr
Secretary since Decen
Associate Counsel, Ma
Services Company fron
1997) .

Investment Officer since April 29, 1999; Messrs. Haley and Carabell were elected

as Vice Presidents on April 29, 1999 and April 17, 1997, respectively. Mr.

Carome was elected as Executive Vice President on October 25, 2000. Mr. Palombo

was elected Chairman of the Board and Trustee on October 25, 2000. Mr.

Connaughton was elected Treasurer on December 13, 2000; Mr. Clarke was elected
Controller on December 13, 2000; and Mr. Ballou was elected Secretary on October
25, 2000. Messrs. Ballou, Carome, and Connaughton, hold the same offices with
the Liberty Funds Complex, and Messrs. Carabell, Haley and Parmentier hold the

same offices with Liberty All-Star Growth Fund, Inc.
serves at the pleasure of the Board of Trustees.

REQUIRED VOTE

Each officer of the Fund

11
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A plurality of votes cast at the Meeting, if a quorum is represented, is
required for the election of each Trustee. Since the number of Trustees has been
fixed at six and since there are three currently serving Trustees who are not
subject to election at the Meeting, this means that the three persons receiving
the highest number of votes will be elected.

PROPOSAL 2. TO APPROVE PORTFOLIO MANAGEMENT AGREEMENT WITH MASTRAPASQUA &
ASSOCIATES, INC. ("MASTRAPASQUA")

BACKGROUND - THE MULTI-MANAGER METHODOLOGY

The Fund allocates its portfolio assets on an approximately equal basis among a
number of independent investment management firms ("Portfolio Managers")
recommended by Liberty Asset Management, currently five in number, each of which
employs a different investment style, and from time to time rebalances the
portfolio among the Portfolio Managers so as to maintain an approximately equal
allocation of the portfolio among them throughout all market cycles. The Fund's
multi-manager methodology is based on the premise that most investment
management firms consistently employ a distinct investment style which causes
them to emphasize stocks with particular characteristics, and that, because of
changing investor preferences, any given investment style will move into and out
of market

11

favor and will result in better performance under certain market conditions but
poorer performance under other conditions. The Fund's multi-manager methodology
seeks to achieve more consistent and less volatile performance over the
long-term than if a single Portfolio Manager were employed.

The Portfolio Managers recommended by Liberty Asset Management represent a
blending of different styles which, in its opinion, is appropriate for the
Fund's investment objective and which is sufficiently broad so that at least one
of such styles can reasonably be expected to be in relative market favor in all
reasonably foreseeable market conditions. Liberty Asset Management continuously
analyzes and evaluates the investment performance and portfolios of the Fund's
Portfolio Managers and from time to time recommends changes in the Portfolio
Managers. Such recommendations could be based on factors such as a change in a
Portfolio Manager's investment style or a Portfolio Manager's divergence from
the investment style for which it was selected, changes deemed by Liberty Asset
Management to be potentially adverse in a Portfolio Manager's personnel or
ownership or other structural or organizational changes affecting the Portfolio
Manager, or a deterioration in a Portfolio Manager's investment performance when
compared to that of other investment management firms employing similar
investment styles. Portfolio Manager changes may also be made to change the mix
of investment styles employed by the Fund's Portfolio Managers. Portfolio
Manager changes, as well as rebalancings of the Fund's portfolio among the
Portfolio Managers, may result in portfolio turnover in excess of what would
otherwise be the case. Increased portfolio turnover results in increased
brokerage commission and transaction costs, and may result in the recognition of
additional capital gains.

NEW PORTFOLIO MANAGER

Liberty Asset Management continuously monitors and evaluates the Fund's
portfolio managers on a quantitative and qualitative basis. The evaluation

12
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process focuses on the firm's philosophy, investment process, people and
performance. It was concluded that after evaluation based on the aforementioned
criteria that Liberty Asset Management deemed it necessary to terminate J.P.
Morgan Investment Management Inc. ("J.P. Morgan"), a Portfolio Manager of the
Fund since July 1, 1996, whose portfolio management agreement with the Fund had
been ratified by shareholders on April 16, 1997. Liberty Asset Management in
October, 2000, determined to replace J.P. Morgan with Mastrapasqua & Associates,
Inc. ("Mastrapasqua"). Liberty Asset Management first analyzed information
regarding the personnel, investment process and performance of a large number of
investment management firms. Liberty Asset Management then analyzed the
candidates in terms of their historic returns, volatility and portfolio
characteristics when combined with those of the Fund's four other Portfolio
Managers. In making its recommendation, the Board has relied upon and given
equal consideration to each of the factors presented to them by Liberty Asset
Management. Based on the foregoing and on Liberty Asset Management's qualitative
analysis, Liberty Asset Management recommended, and the Board of Trustees on
October 25, 2000, approved, the termination of the Fund's portfolio management
agreement with J.P. Morgan and its replacement with Mastrapasqua, effective
November 1, 2000.

Mastrapasqua, located at 814 Church Street, Suite 600, Nashville, TN 37203, 1is
an independently-owned firm founded in 1993. Mastrapasqua provides a variety of
investment management and investment advisory services. Ownership of
Mastrapasqua lies 100% with its employees. The directors and principal executive
officers (each of whose address is care of Mastrapasqua at the address listed
above) of Mastrapasqua are Frank Mastrapasqua, Chairman and Chief Executive
Officer, Thomas A. Trantum, President, and Mauro Mastrapasqua, First Vice
President. As of December 31, 2000, Mastrapasqua had $2.5 billion in assets
under management. Messrs. Mastrapasqua and Trantum manage that portion of the
Fund's portfolio assigned to Mastrapasqua. Both Messrs. Mastrapasqua and Trantum
have over 30 years of investment experience.

12

Reference is made to MANAGEMENT - PORTFOLIO TRANSACTIONS AND BROKERAGE below for
the direction by the Fund's Portfolio Managers, including Mastrapasqua, of Fund
portfolio transactions to broker-dealers that make certain research services
available to Liberty Asset Management.

Under the terms of an exemptive order issued to the Fund and Liberty Asset
Management by the Securities and Exchange Commission, the Fund may enter into a
portfolio management agreement with a new or additional Portfolio Manager
recommended by Liberty Asset Management in advance of shareholder approval,
provided that the new agreement is at a fee no higher than that provided in, and
is on other terms and conditions substantially similar to, the Fund's agreements
with its other Portfolio Managers, and that its continuance is subject to
approval by shareholders at the Fund's regularly scheduled annual meeting next
following the date of the portfolio management agreement with the new or
additional Portfolio Manager. Accordingly, the Fund's portfolio management
agreement with Mastrapasqua is being submitted for shareholder approval at the
Meeting.

TERMS OF PORTFOLIO MANAGEMENT AGREEMENT WITH MASTRAPASQUA

13
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The portfolio management agreement with Mastrapasqua 1is at the same fee rates
and is on other terms and conditions substantially similar to those of the
portfolio management agreements with the Fund's four other Portfolio Managers
and to those of the portfolio management agreement with J.P. Morgan. A copy of
the portfolio management agreement with Mastrapasqua is attached to this proxy
statement as Appendix B.

Under the Fund's portfolio management agreements (including that with
Mastrapasqua), each Portfolio Manager has discretionary investment authority
(including the selection of brokers and dealers for the execution of the Fund's
portfolio transactions) with respect to the portion of the Fund's assets
allocated to it by Liberty Asset Management from time to time, subject to the
Fund's investment objective and policies, to the supervision and control of the
Trustees, and to instructions from Liberty Asset Management. The Portfolio
Managers are required to use their best professional judgment in making timely
investment decisions for the Fund. The Portfolio Managers, however, will not be
liable for actions taken or omitted in good faith and believed to be within the
authority conferred by their portfolio management agreements and without willful
misfeasance, bad faith or gross negligence.

From the fund management fees it receives from the Fund (0.80% per annum of the
Fund's average weekly net asset value up to $400 million, 0.72% per annum of
such average weekly net asset value exceeding $400 million up to $800 million,
0.648% of such average weekly net asset value exceeding $800 million up to $1.2
billion, and 0.584% of such average weekly net asset value in excess of $1.2
billion), Liberty Asset Management pays each of the Fund's Portfolio Managers
0.40% per annum of the average weekly net asset value of the portion of the
Fund's assets managed by that Portfolio Manager, with such rate reduced to 0.36%
per annum of the Portfolio Managers' allocable portions of the Fund's average
weekly net asset value in excess of $400 million up to $800 million, 0.324% of
their allocable portions of such average weekly net asset value exceeding $800
million up to $1.2 billion, and 0.292% of their allocable portions of such
average weekly net asset value exceeding $1.2 billion. For the fiscal year ended
December 31, 2000, Mastrapasqua received $148,544 for its portfolio management
services to the Fund. As of December 31, 2000, the Fund's net assets were $1.4
billion.

If approved by shareholders at the Meeting, the Portfolio Management Agreement
with Mastrapasqua will remain in effect until October 31, 2002, and will
continue thereafter until terminated by the Fund or the Portfolio Manager,
provided such continuance is approved at least annually by the Board of
Trustees,
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including a majority of the independent Trustees, or by the vote of a "majority
of the outstanding voting securities" (as defined under REQUIRED VOTE below) of
the Fund.

OTHER FUNDS MANAGED BY MASTRAPASQUA
In add