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Health Care Technology 0.8%   

Cerner (1) 4,300 268

MedAssets (1) 7,300 142

Phase Forward (1) 5,300 80

Vital Images (1) 4,400 50

  540

Life Sciences Tools & Services 3.6%   

Bio-Rad Laboratories, Class A (1) 2,400 181

Dionex (1) 2,000 122

eResearch Technology (1) 11,300 70

Exelixis (1) 16,100 78

Illumina (1) 12,500 487

Life Technologies (1) 7,100 296

Mettler-Toledo International (1) 6,800 525

Parexel International (1) 9,700 140

Techne  4,000 255

Varian (1) 3,600 142

  2,296

Pharmaceuticals 1.0%   

Cadence Pharmaceuticals (1) 6,700 67

Medicines (1) 13,400 112

Myriad Pharmaceuticals (1) 2,100 10

Valeant Pharmaceuticals (1) 11,300 291

ViroPharma (1) 8,100 48

Xenoport (1) 5,200 120

  648

Total Health Care 12,263

INDUSTRIALS & BUSINESS SERVICES 15.9%  

Aerospace & Defense 1.4%   

Alliant Techsystems (1) 1,800 148
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Esterline Technologies (1) 5,700 154

HEICO, Class A  3,000 88

Teledyne Technologies (1) 7,700 252

Transdigm (1) 7,700 279

  921

Air Freight & Logistics 0.9%   

Hub, Class A (1) 13,000 268

UTi Worldwide (1) 26,000 297

  565

Airlines 0.4%   

Allegiant Travel (1) 5,400 214

SkyWest  5,300 54

  268

Commercial Services & Supplies 2.3%   

American Ecology  4,700 84

Brinks  5,900 171

Cenveo (1) 17,500 74

Clean Harbor (1) 3,800 205

Copart (1) 4,500 156

HIS, Class A (1) 4,400 219

Rollins  7,600 132

Waste Connections (1) 16,350 424

  1,465

Construction & Engineering 0.6%   

Dycom Industries (1) 7,100 79

Quanta Services (1) 11,992 277

Tutor Perini (1) 2,900 50

  406

Electrical Equipment 2.0%   

Acuity Brands  11,200 314
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AMETEK  5,300 183

II-VI (1) 11,300 251

Thomas & Betts (1) 7,400 214

Woodward Governor  15,200 301

  1,263

Machinery 4.3%   

Actuant, Class A  28,000 342

Bucyrus International, Class A  3,100 89

Chart Industries (1) 10,600 193

Gardner Denver Machinery (1) 12,000 302

Graco  9,100 200

IDEX  10,600 260

Kennametal  4,800 92

Middleby (1) 5,600 246

Nordson  5,400 209

Robbins & Myers  5,500 106

Toro  9,700 290

Valmont Industries  1,600 115

Wabtec  8,600 277

  2,721

Marine 0.5%   

Horizon Lines, Class A  9,400 36

Kirby (1) 7,800 248

  284

Professional Services 1.8%   

Administaff  5,200 121

Exponent (1) 3,300 81

Heidrick & Struggles International  4,200 77

Huron Consulting (1) 5,200 240

Korn/Ferry (1) 5,100 54

Resources Connection (1) 20,300 349
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Watson Wyatt, Class A  6,200 233

  1,155

Road & Rail 0.9%   

Landstar  10,500 377

Old Dominion Freight Line (1) 6,500 218

  595

Trading Companies & Distributors 0.8%   

Beacon Roofing Supply (1) 14,500 210

MSC Industrial Direct, Class A  7,600 269

  479

Total Industrials & Business Services 10,122

INFORMATION TECHNOLOGY 27.7%  

Communications Equipment 4.7%   

ADTRAN  11,200 241

Arris (1) 16,400 199

Avocent (1) 5,475 76

Blue Coat (1) 14,500 240

Brocade Communications (1) 16,700 131

Cogo (1) 9,400 56

Commscope (1) 13,600 357

Comtech Telecommunications (1) 9,200 293

Emulex (1) 5,500 54

F5 Networks (1) 16,600 574

Harmonic (1) 17,500 103

Palm (1) 20,600 341

Plantronics  5,700 108

Polycom (1) 10,142 206

  2,979
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Computers & Peripherals 0.2%   

Synaptics (1) 3,500 135

  135

Electronic Equipment, Instruments & Components 2.2%   

Anixter International (1) 4,900 184

Cyberoptics (1) 20,800 119

Dolby Laboratories, Class A (1) 10,300 384

FLIR (1) 6,200 140

Itron (1) 4,500 248

Rofin-Sinar Technology (1) 6,400 128

Trimble Navigation (1) 5,500 108

TTM Technologies (1) 13,600 108

  1,419

Internet Software & Services 2.6%   

Art Technology (1) 21,500 82

Digital River (1) 10,100 367

J2 Global Communications (1) 11,600 262

Mercadolibre (1) 3,900 105

Omniture (1) 8,843 111

Perficient (1) 16,700 117

Sina (1) 7,400 218

Taleo, Class A (1) 14,700 268

ValueClick (1) 14,300 150

  1,680

IT Services 4.6%   

CACI International, Class A (1) 4,800 205

CyberSource (1) 20,500 314

Genpact (1) 10,212 120

Global Payments  11,100 416

Heartland Payment  5,100 49

Man Tech International, Class A (1) 2,900 125
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NCI, Class A (1) 18,900 575

Neustar, Class A (1) 7,000 155

Perot, Class A (1) 20,500 294

SRA International, Class A (1) 7,300 128

TeleTech (1) 12,100 183

TNS (1) 11,100 208

Wright Express (1) 5,400 137

  2,909

Semiconductor & Semiconductor Equipment 5.6%   

Advanced Energy Industries (1) 18,400 165

Cabot Microelectronics (1) 3,600 102

Cohu  9,600 86

Cymer (1) 8,400 250

Cypress Semiconductor (1) 4,000 37

Diodes (1) 7,300 114

FEI (1) 6,900 158

Formfactor (1) 6,600 114

Intersil, Class A  9,800 123

Micrel  20,300 149

Microsemi (1) 21,500 297

ON Semiconductor (1) 64,900 445

Pericom Semiconductor (1) 7,800 66

PMC-Sierra (1) 27,800 221

Semtech (1) 18,500 294

Silicon Laboratories (1) 10,200 387

Standard Microsystems (1) 2,200 45

Varian Semiconductor Equipment (1) 14,825 356

Veeco (1) 6,800 79

Verigy (1) 7,500 91

  3,579

Software 7.8%   

Actuate (1) 24,200 116
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Ansys (1) 11,243 350

AsiaInfo (1) 9,000 155

Blackboard (1) 9,800 283

Commvault (1) 9,600 159

Epicor Software (1) 10,200 54

FactSet Research  8,900 444

Informatica (1) 32,400 557

Jack Henry & Associates  6,000 125

Kenexa (1) 9,000 104

Macrovision Solutions (1) 17,600 384

MICROS (1) 14,000 354

Monotype Imaging (1) 19,000 129

Parametric Technology (1) 19,800 231

Progress Software (1) 4,700 100

Quest Software (1) 12,000 167

S1 (1) 14,000 97

Solera (1) 8,700 221

SPSS (1) 6,400 214

Sybase (1) 12,200 382

Synopsys (1) 3,800 74

TIBCO Software (1) 18,100 130

Websense (1) 8,300 148

  4,978

Total Information Technology 17,679

MATERIALS 2.9%  

Chemicals 1.7%   

Airgas  7,000 284

Intrepid Potash (1) 7,400 208

Koppers  7,600 200

Nalco  15,000 253
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Scotts Miracle Gro, Class A  4,800 168

  1,113

Containers & Packaging 0.6%   

Crown Cork & Seal (1) 8,900 215

Greif Brothers, Class A  3,100 137

  352

Metals & Mining 0.6%   

Carpenter Technology  6,900 144

Compass Minerals  4,600 252

  396

Total Materials 1,861

TELECOMMUNICATION SERVICES 1.5%  

Diversified Telecommunication Services 0.3%   

CBeyond (1) 4,700 67

TW Telecom, Class A (1) 13,700 141

  208

Wireless Telecommunication Services 1.2%   

Leap Wireless International (1) 3,700 122

SBA Communications (1) 21,400 525

Syniverse (1) 8,100 130

  777

Total Telecommunication Services 985

Total Common Stocks (Cost $69,435)  63,358
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SHORT-TERM INVESTMENTS 0.7%  

Money Market Funds 0.7%  

T. Rowe Price Reserve Investment Fund, 0.41% (2)(3) 434,000 434

Total Short-Term Investments (Cost $434)  434

Total Investments in Securities 

100.0% of Net Assets (Cost $69,869)  $ 63,792

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

REIT Real Estate Investment Trust 
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The accompanying notes are an integral part of these financial statements. 

Affiliated Companies
($000s)

Sales
Cost

¤ ¤ $ 2 $ 434 $ 498

$ 2 $ $

¤

Interest income -                            

Investment income 2$                         

Realized gain (loss) on securities -$                          

Capital gain distributions from
mutual funds -$                          

434$                    

Dividend income 2

Purchase and sale information not shown for cash management funds.

Amounts reflected on the accompanying financial statements include the following
amounts related to affiliated companies:

Investment in securities, at cost

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.

Purchase
Cost 12/31/086/30/09Affiliate

Investment Value
Income 

T. Rowe Price Reserve 
Investment Fund 0.41%

498Totals 434
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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 DIVERSIFIED SMALL-CAP GROWTH FUND  
Unaudited June 30, 2009 

  
STATEMENT OF ASSETS AND LIABILITIES For a share outstanding throughout each period 

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

Investments in securities, at value (cost $69,869)  $ 63,792  

Receivable for investment securities sold  413  

Receivable for shares sold  45  

Dividends and interest receivable  13  

Other assets  27  

Total assets  64,290  

 
Liabilities 

Payable for investment securities purchased  373  

Investment management fees payable  29  

Due to affiliates  25  

Payable for shares redeemed  10  

Other liabilities  30  

Total liabilities  467  

 
NET ASSETS  $ 63,823  
 
Net Assets Consist of: 

Accumulated net investment loss  $ (233)  

Accumulated undistributed net realized loss   (2,359)  

Net unrealized loss  (6,077)  

Paid-in capital applicable to 6,750,066 shares of $0.0001 par value 
capital stock outstanding; 1,000,000,000 shares authorized  72,492  

 
NET ASSETS  $ 63,823  
 
NET ASSET VALUE PER SHARE  $ 9.46  
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T. ROWE PRICE DIVERSIFIED SMALL-CAP GROWTH FUND  
Unaudited  

  
STATEMENT OF OPERATIONS For a share outstanding throughout each period 

($000s)  
 

6 Months 
Ended 

6/30/09
Investment Income (Loss) 
Dividend income  $ 116  

Expenses 
Investment management  184  
Shareholder servicing  110  
Prospectus and shareholder reports  16  
Custody and accounting  76  
Registration  21  
Legal and audit  9  
Directors  3  
Miscellaneous  5  
Reductions of fees and expenses 

Investment management fees waived  (75) 

Total expenses  349 

Net investment loss  (233)  

 
Realized and Unrealized Gain (Loss) 
Net realized loss on securities  (1,246)  
Change in net unrealized gain on securities  7,264  

Net realized and unrealized gain  6,018  

 
INCREASE IN NET ASSETS FROM OPERATIONS  $ 5,785  
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Statement of Changes in Net Assets

T. ROWE PRICE DIVERSIFIED SMALL-CAP GROWTH FUND  
Unaudited  

  
STATEMENT OF CHANGES IN NET ASSETS For a share outstanding throughout each period 

($000s)  
 

6 Months 
Ended 

6/30/09

 Year 
Ended 

12/31/08
Increase (Decrease) in Net Assets 

Operations 
Net investment loss  $ (233)  $ (637)  
Net realized gain (loss)  (1,246)  603  
Change in net unrealized gain (loss)  7,264  (32,389)  
Increase (decrease) in net assets from 
operations 5,785 (32,423) 

 
Distributions to shareholders 

Net realized gain  –  (2,854)  
 
Capital share transactions* 

Shares sold  5,536  15,676  
Distributions reinvested  –  2,777  
Shares redeemed  (3,623)  (14,716)  
Redemption fees received  2  15  
Increase in net assets from capital share 
transactions 1,915 3,752 

 
Net Assets 

Increase (decrease) during period  7,700  (31,525)  
Beginning of period  56,123  87,648  

End of period  $ 63,823  $ 56,123  

 
Accumulated net investment loss  (233)  –  

 
 
*Share information 

Shares sold  658  1,312  
Distributions reinvested  –  344  
Shares redeemed  (442)  (1,272)  
Increase in shares outstanding 216 384 

 

 



38

T. Rowe Price Diversified Small-Cap Growth Fund
Unaudited	 June 30, 2009

Notes to Financial Statements

T. Rowe Price Diversified Small-Cap Growth 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 commenced operations on June 30, 
1997. The fund seeks long-term growth of capital by investing primarily in com-
mon stocks of small growth companies.

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, which require the use of estimates made by fund management. Fund 
management believes that estimates and security valuations are appropriate; how-
ever, actual results may differ from those estimates, and the security valuations 
reflected in the financial statements may differ from the value the fund ultimately 
realizes upon sale of the securities. Further, fund management believes no events 
have occurred between June 30, 2009 and August 20, 2009, the date of issu-
ance of the financial statements, that require adjustment of, or disclosure in, the 
accompanying financial statements.

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 on an annual basis. 
Capital gain distributions, if any, are declared and paid by the fund, typically 
on an annual basis.

Credits  The fund earns credits on temporarily 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.

Redemption Fees  A 1% fee is assessed on redemptions of fund shares held for 90  
days or less to deter short-term trading and to protect the interests of long-term 
shareholders. Redemption fees are withheld from proceeds that shareholders  
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receive from the sale or exchange of fund shares. The fees are paid to the fund  
and are recorded as an increase to paid-in capital. The fees may cause the redemp-
tion price per share to differ from the net asset value per share.

New Accounting Pronouncement  On January 1, 2009, the fund adopted Statement 
of Financial Accounting Standards No. 161 (FAS 161), Disclosures about Derivative 
Instruments and Hedging Activities. FAS 161 requires enhanced disclosures about 
derivative and hedging activities, including how such activities are accounted for 
and their effect on financial position, performance and cash flows. Adoption of 
FAS 161 had no impact on the fund’s net assets or results of operations.

Note 2 - VALUATION

The fund’s investments are reported at fair value as defined under Statement of 
Financial Accounting Standards No. 157 (FAS 157), Fair Value Measurements. 
The fund values its investments and computes its 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 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 Directors.

Valuation Inputs  Various inputs are used to determine the value of the fund’s 
investments. These inputs are summarized in the three broad levels listed below:  
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Level 1	 –	 quoted prices in active markets for identical securities

Level 2	 –	 observable inputs other than Level 1 quoted prices (including, 
but not limited to, quoted prices for similar securities, interest 
rates, prepayment speeds, 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 investments at that level. The 
fund’s investments are summarized by level, based on the inputs used to deter-
mine their values. On June 30, 2009, all of the fund’s investments were classified 
as Level 1. 

Note 3 - OTHER Investment Transactions

Purchases and sales of portfolio securities other than short-term securities 
aggregated $9,332,000 and $7,504,000, respectively, for the six months ended 
June 30, 2009.

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 are determined in accordance with federal income tax 
regulations, which differ from generally accepted accounting principles, and, 
therefore, 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 amount and character of tax-basis distri-
butions and composition of net assets are finalized at fiscal year-end; accordingly, 
tax-basis balances have not been determined as of June 30, 2009.

In accordance with federal tax regulations, the fund deferred recognition of 
certain capital loss amounts previously recognized in the prior fiscal year 
for financial reporting purposes until the current fiscal period for tax purposes. 
Such deferrals amounted to $1,125,000 and related to net capital losses realized 
between November 1 and the fund’s fiscal year-end date. 
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At June 30, 2009, the cost of investments for federal income tax purposes was 
$69,869,000. Net unrealized loss aggregated $6,077,000 at period-end, of which 
$8,914,000 related to appreciated investments and $14,991,000 related to depre-
ciated investments.

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, equal to 0.31% of the fund’s average 
daily net assets, and a group fee. 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 average daily 
net assets. At June 30, 2009, the effective annual group fee rate was 0.35%.

The fund is also subject to a contractual expense limitation through April 30, 
2010. During the limitation period, the manager is required to waive its man-
agement fee and reimburse the fund for any expenses, excluding interest, taxes, 
brokerage commissions, and extraordinary expenses, that would otherwise cause 
the fund’s ratio of annualized total expenses to average net assets (expense ratio) 
to exceed its expense limitation of 1.25%. The fund is required to repay the 
manager for expenses previously reimbursed and management fees waived to the 
extent the fund’s net assets have grown or expenses have declined sufficiently to 
allow repayment without causing the fund’s expense ratio to exceed its expense 
limitation. However, no repayment will be made more than three years after the 
date of any reimbursement or waiver or later than April 30, 2012. Pursuant to 
this agreement, management fees in the amount of $75,000 were waived during 
the six months ended June 30, 2009. Including these amounts, management fees 
waived and expenses previously reimbursed by the manager in the amount of 
$172,000 remain subject to repayment at June 30, 2009.

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 price and provides certain other administra-
tive services to the fund. T. Rowe Price Services, Inc., provides shareholder and 
administrative services in its capacity as the fund’s transfer and dividend disburs-
ing agent. T. Rowe Price Retirement Plan Services, Inc., provides subaccounting 
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and recordkeeping services for certain retirement accounts invested in the fund. 
For the six months ended June 30, 2009, expenses incurred pursuant to these 
service agreements were $46,000 for Price Associates, $76,000 for T. Rowe 
Price Services, Inc., and $4,000 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.

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.
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Information on Proxy Voting Policies, Procedures, and Records

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 Web site, www.sec.gov. The description of our proxy voting policies 	
and procedures is also available on our Web site, www.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 Web site and 	
through the SEC’s Web site. To access it through our Web site, follow the directions above, 	
then click on the words “Proxy Voting Records” on the right side of the Proxy Voting 	
Policies page.

How to Obtain Quarterly Portfolio Holdings

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 Web site (www.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. 
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Approval of Investment Management Agreement

On March 10, 2009, the fund’s Board of Directors (Board) unanimously approved the invest-
ment advisory contract (Contract) between the fund and its investment manager, T. Rowe 
Price Associates, Inc. (Manager). The Board considered a variety of factors in connection 
with its review of the Contract, also taking into account information provided by the Manager 
during the course of the year, as discussed below:

Services Provided by the Manager
The Board considered the nature, quality, and extent of the services provided to the fund by 
the Manager. These services included, but were not limited to, management of the fund’s 
portfolio and a variety of related activities, as well as financial and administrative services, 
reporting, and communications. The Board also reviewed the background and experience of 
the Manager’s senior management team and investment personnel involved in the manage-
ment of the fund. The Board concluded that it was satisfied with the nature, quality, and 
extent of the services provided by the Manager. 

Investment Performance of the Fund 
The Board reviewed the fund’s average annual total returns over the 1-, 3-, 5-, and 10-year 
periods as well as the fund’s year-by-year returns and compared these returns with previ-
ously agreed upon comparable performance measures and market data, including those 
supplied by Lipper and Morningstar, which are independent providers of mutual fund data. 
On the basis of this evaluation and the Board’s ongoing review of investment results, and 
factoring in the severity of the market turmoil in 2008, the Board concluded that the fund’s 
performance was satisfactory.

Costs, Benefits, Profits, and Economies of Scale
The Board reviewed detailed information regarding the revenues received by the Manager 
under the Contract and other benefits that the Manager (and its affiliates) may have realized 
from its relationship with the fund, including research received under “soft dollar” agree-
ments. The Board noted that soft dollars were not used to pay for third-party, non-broker 
research during 2008. The Board also received information on the estimated costs incurred 
and profits realized by the Manager and its affiliates from advising T. Rowe Price mutual 
funds. The Board did not review information regarding profits realized from managing the 
fund in particular because the fund had not achieved sufficient scale in terms of portfolio 
asset size to produce meaningful profit margin percentages. The Board concluded that the 
Manager’s profits from advising T. Rowe Price mutual funds were reasonable in light of the 
services provided to the fund. The Board also considered whether the fund or other funds 
benefit under the fee levels set forth in the Contract from any economies of scale realized by 
the Manager. Under the Contract, the fund pays a fee to the Manager composed of two com-
ponents—a group fee rate based on the aggregate assets of certain T. Rowe Price mutual 
funds (including the fund) that declines at certain asset levels and an individual fund fee 
rate that is assessed on the assets of the fund. The Board concluded that the advisory fee 
structure for the fund continued to provide for a reasonable sharing of benefits from any 
economies of scale with the fund’s investors.
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Approval of Investment Management Agreement (continued)

Fees
The Board reviewed the fund’s management fee rate, operating expenses, and total expense 
ratio and compared them with fees and expenses of other comparable funds based on 
information and data supplied by Lipper. The information provided to the Board indicated 
that the fund’s management fee rate (after including fees waived by the Manager) was 
below the median for comparable funds, and the fund’s expense ratio was above the 
median for certain groups of comparable funds but below the median for other groups of 
comparable funds. The Board also reviewed the fee schedules for comparable privately man-
aged accounts of the Manager and its affiliates. Management informed the Board that the 
Manager’s responsibilities for privately managed accounts are more limited than its respon-
sibilities for the fund and other T. Rowe Price mutual funds that it or its affiliates advise. On 
the basis of the information provided, the Board concluded that the fees paid by the fund 
under the Contract were reasonable. 

Approval of the Contract
As noted, the Board approved the continuation of the Contract. No single factor was con-
sidered in isolation or to be determinative to the decision. Rather, the Board concluded, in 
light of a weighting and balancing of all factors considered, that it was in the best interests 
of the fund to approve the continuation of the Contract, including the fees to be charged for 
services thereunder. 
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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, which 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.

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 Multi-Cap Growth 
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 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.


