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Investment Objective(s)
The fund seeks to provide preservation of capital, liquidity, and, consistent with these objectives,
the highest level of income exempt from federal and Maryland state and local income taxes.

Fees and Expenses

This table describes the fees and expenses that you may pay if you buy, hold, and sell
shares of the fund. You may also incur brokerage commissions and other charges when
buying or selling shares of the fund, which are not reflected in the table or example below.

Fees and Expenses of the Fund

Investor |
Class Class
Shareholder fees (fees paid directly from your investment)
Maximum account fee $202 —

Annual fund operating expenses
(expenses that you pay each year as a
percentage of the value of your investment)

Management fees 0.19 % 0.19 %
Other expenses 0.57 0.31°b
Total annual fund operating expenses 0.76 0.50
Fee waiver/expense reimbursement (0.35 ) (0.26 )°

Total annual fund operating expenses after fee
waiver/expense reimbursement 0.41¢ 0.24°

a Subject to certain exceptions and account minimums, accounts are charged an annual $20 fee.

b T. Rowe Price Associates, Inc., has contractually agreed (through April 30, 2027) to pay the operating
expenses of the fund’s | Class excluding management fees; interest; expenses related to borrowings, taxes,
and brokerage; nonrecurring, extraordinary expenses; and acquired fund fees and expenses (I Class
Operating Expenses), to the extent the | Class Operating Expenses exceed 0.05% of the class’ average
daily net assets. The agreement may only be terminated at any time after April 30, 2027, with approval by
the fund’s Board of Directors. Any expenses paid under this agreement (and any applicable prior limitations)
are subject to reimbursement to T. Rowe Price Associates, Inc., by the class whenever the | Class
Operating Expenses are below 0.05%. However, the class will not reimburse T. Rowe Price Associates,
Inc., more than three years from the date such amounts were initially waived or paid. The class may only
reimburse T. Rowe Price Associates, Inc., if the reimbursement does not cause the | Class Operating
Expenses (after the reimbursement is taken into account) to exceed the current expense limitation on

| Class Operating Expenses (or the expense limitation in place at the time the amounts were waived or
paid).

T. Rowe Price Associates, Inc., has contractually agreed (through April 30, 2027) to waive its fees and/or
bear any expenses (excluding interest; expenses related to borrowings, taxes, and brokerage; nonrecurring,
extraordinary expenses; and acquired fund fees and expenses) that would cause the class’ ratio of
expenses to average daily net assets to exceed 0.41%. The agreement may only be terminated at any time
after April 30, 2027, with approval by the fund’s Board of Directors. Fees waived and expenses paid under
this agreement (and any applicable prior limitations) are subject to reimbursement to T. Rowe Price
Associates, Inc., by the class whenever the class’ expense ratio is below 0.41%. However, the class will not
reimburse T. Rowe Price Associates, Inc., more than three years from the date such amounts were initially
waived or paid. The class may only reimburse T. Rowe Price Associates, Inc., if the reimbursement does
not cause the class’ expense ratio (after the reimbursement is taken into account) to exceed the class’
current expense limitation (or the expense limitation in place at the time the amounts were waived or paid).

°

Example This example is intended to help you compare the cost of investing in the fund
with the cost of investing in other mutual funds. The example assumes that you invest
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$10,000 in the fund for the time periods indicated and then redeem all of your shares at
the end of those periods, that your investment has a 5% return each year, and that the
fund’s operating expenses remain the same. The example also assumes that any current
expense limitation arrangement remains in place for the period noted in the previous
table; therefore, the figures have been adjusted to reflect fee waivers or expense
reimbursements only in the periods for which the expense limitation arrangement is
expected to continue. Although your actual costs may be higher or lower, based on these
assumptions your costs would be:

1 Year 3 Years 5 Years 10 Years
Investor Class $ 42 $ 171 $ 351 $ 875
I Class 25 106 226 577

Investments, Risks, and Performance

Principal Investment Strategies

The fund invests at least 65% of its total assets in Maryland municipal securities, and normally at
least 80% of the fund’s income is expected to be exempt from federal and Maryland state and
local income taxes. The fund is a retail money market fund managed in compliance with

Rule 2a -7 under the Investment Company Act of 1940.

The securities purchased by the fund are subject to the maturity, credit quality, diversification,
liquidity, and other requirements of Rule 2a-7. All securities purchased by the fund present
minimal credit risk in the opinion of T. Rowe Price. The fund is managed to provide a stable
share price of $1.00 by investing in high-quality U.S. dollar-denominated municipal money
market securities. Money market securities are generally high-quality, short-term obligations
issued by companies or governmental entities. The fund’s weighted average maturity will not
exceed 60 calendar days, the fund’s weighted average life will not exceed 120 calendar days,
and the fund will not purchase any security with a remaining maturity longer than 397 calendar
days (unless otherwise permitted by Rule 2a-7, such as certain variable and floating rate
instruments).

In selecting securities for the fund, the portfolio manager may examine relationships among
yields of various types and maturities of money market securities in the context of interest rate
outlooks. The fund’s yield will fluctuate with changes in short-term interest rates.

In addition to investing in state and local general obligation bonds, the fund may invest a
significant portion of its assets in sectors with special risks, such as health care, transportation,
and utilities, as well as private activity bonds (including industrial revenue bonds), which are
municipal bonds issued by a government agency on behalf of a private sector company and, in
most cases, are not backed by the credit of the issuing municipality. It is possible that 25% or
more of the fund’s assets could be invested in municipal securities that would tend to respond
similarly to particular economic or political developments. For example, the fund may invest in
securities of issuers whose revenues are generated from similar types of projects or operate in
similar industries. The fund may at times invest more than 25% of its net assets overall in
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industrial revenue bonds, but investments in industrial revenue bonds related to the same
industry may not exceed 25% of the fund’s net assets. Bonds that are refunded with escrowed
U.S. government securities are not subject to the 25% limitation. Refunded bonds may have
originally been issued as general obligation or revenue bonds, but become “refunded” when they
are secured by an escrow fund, usually consisting entirely of direct U.S. government obligations,
U.S. government agency obligations, and/or cash.

Due to seasonal variations in the supply of suitable Maryland municipal securities, the fund may
invest in other municipal securities whose interest is exempt from federal but not Maryland
income taxes. While efforts will be made to minimize such investments, they could comprise up
to 10% of the fund’s annual income.

Principal Risks

As with any fund, there is no guarantee that the fund will achieve its objective(s). You could lose
money by investing in the fund. Although the fund seeks to preserve the value of your
investment at $1.00 per share, it cannot guarantee it will do so. The fund may impose a fee
upon the sale of your shares. An investment in the fund is not a bank account and is not
insured or guaranteed by the Federal Deposit Insurance Corporation or any other
government agency. T. Rowe Price Associates, Inc., is not required to reimburse the fund
for losses, and you should not expect that T. Rowe Price Associates, Inc., will provide
financial support to the fund at any time, including during periods of market stress.

Some money market funds have experienced significant pressures from shareholder
redemptions, issuer credit downgrades, illiquid markets, and historically low yields on the
securities they can hold. There have been a very small number of money market funds in other
fund companies that have “broken the buck,” which means that those funds’ investors did not
receive $1.00 per share for their investment in those funds. The potential for realizing a loss of
principal in the fund could derive from:

State-specific focus: Because the fund focuses its investments on securities issued by
Maryland and its municipalities, it is more susceptible to unfavorable developments in Maryland
than funds that invest in municipal securities of many states. The fund’s performance will depend
heavily on the financial strength and economic conditions of the State of Maryland, its localities,
and its agencies, and any adverse tax, legislative, or political developments may have far-
reaching impacts on the overall Maryland municipal securities market. A bond default or credit
rating downgrade, or even negative perceptions of the ability to make timely bond payments,
involving even a small number of Maryland municipal securities issuers could affect the market
values and marketability of all Maryland municipal securities.

Municipal securities: The fund may be highly impacted by events tied to the overall municipal
securities markets, which can be very volatile and significantly affected by unfavorable legislative
or political developments and adverse changes in the financial conditions of municipal securities
issuers and the global, national, and/or local economies. Income from municipal securities held
by the fund could become taxable because of changes in tax laws or interpretations by taxing
authorities, or noncompliant conduct of a state or municipality. Other changes in tax laws,
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including changes to individual or corporate tax rates, could alter the attractiveness and overall
demand for municipal bonds.

Certain sectors of the municipal bond market have special risks and could be affected by certain
developments more significantly than the market as a whole. For example: health care can be
negatively impacted by rising expenses and dependency on third party reimbursements;
transportation can be negatively impacted by declining revenues or unexpectedly high
construction or fuel costs; utilities are subject to governmental rate regulation; and private activity
bonds (including industrial development bonds) rely on project revenues and the creditworthiness
of the corporate user as opposed to governmental support. Investing significantly in municipal
obligations backed by revenues of similar types of industries or projects may make the fund more
susceptible to developments affecting those industries and projects.

Stable net asset value: The fund may not be able to maintain a stable $1.00 share price at all
times. The fund’s shareholders should not rely on or expect the fund’s investment adviser or an
affiliate to purchase distressed assets from the fund, enter into capital support agreements with
the fund, make capital infusions into the fund, or take other actions to help the fund maintain a
stable $1.00 share price.

Market conditions: The value of the fund’s investments may decrease, sometimes rapidly or
unexpectedly, due to factors affecting an issuer held by the fund, particular industries, or the
overall securities markets. A variety of factors can increase the volatility of the fund’s holdings
and markets generally, including geopolitical developments (such as trading and tariff
arrangements, sanctions, and cybersecurity attacks), recessions, inflation, rapid interest rate
changes, war, military conflict, acts of terrorism, natural disasters, and outbreaks of infectious
illnesses or other widespread public health issues (such as the coronavirus pandemic) and
related governmental and public responses. Certain events may cause instability across global
markets, including reduced liquidity and disruptions in trading markets, while some events may
affect certain geographic regions, countries, sectors, and industries more significantly than
others. Government intervention in markets may impact interest rates, market volatility, and
security pricing. These adverse developments may cause broad declines in market value due to
short-term market movements or for significantly longer periods during more prolonged market
downturns.

Redemptions: The fund may be subject to periods of increased redemptions that could cause
the fund to sell its assets at disadvantageous times or at a depressed value or loss, particularly
during periods of declining or illiquid markets, and that could affect the fund’s ability to maintain a
stable $1.00 share price.

Liquidity: The fund may not be able to sell a holding in a timely manner at its current carrying
value. Periods of reduced liquidity in money markets could require the fund to liquidate its assets
at inopportune times or at a depressed value, cause the fund to be unable to meet redemption
requests without dilution of the remaining shareholders’ interests in the fund, and potentially
affect the fund’s ability to maintain a $1.00 share price. In addition, the fund’s Board of Directors
(or its delegate) has discretion to impose a liquidity fee if it determines that doing so is in the best
interest of the fund.
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Credit quality: An issuer of a debt instrument or a provider of credit support could suffer an
adverse change in financial condition that results in a payment default (failure to make scheduled
interest or principal payments), a rating downgrade, or an inability to meet a financial obligation.
Although the fund only purchases securities that present minimal credit risk in the opinion of

T. Rowe Price, the credit quality of the fund’s holdings could change rapidly during periods of
market stress.

Interest rates: A decline in interest rates may lower the fund’s yield, or a rise in the overall level
of interest rates may cause a decline in the prices of fixed income securities held by the fund.
The fund’s yield will vary; it is not fixed for a specific period like the yield on a bank certificate of
deposit. This is a disadvantage when interest rates are falling because the fund would have to
reinvest proceeds of maturing securities at lower interest rates. During periods of extremely low
short-term interest rates, the fund may not be able to maintain a positive yield. An elevated
inflation environment may heighten risks associated with rising rates. In addition, the adoption of
more stringent regulations governing the management of money market funds could have a
negative effect on the fund’s yield.

Alternative minimum tax: Although the fund seeks to distribute tax-exempt income, a portion of
the fund’s otherwise tax-exempt dividends may be taxable to those shareholders subject to the
federal alternative minimum tax.

Cybersecurity breaches: The fund could be harmed by intentional cyberattacks and other
cybersecurity breaches, including unauthorized access to the fund’s assets, confidential
information, or other proprietary information. In addition, a cybersecurity breach could cause one
of the fund’s service providers or financial intermediaries to suffer unauthorized data access,
data corruption, or loss of operational functionality.

Performance

The following performance information provides some indication of the risks of investing in the
fund. The fund’s performance information represents only past performance and is not
necessarily an indication of future results.

The following bar chart illustrates how much returns can differ from year to year by showing
calendar year returns and the best and worst calendar quarter returns during those years for the
fund’s Investor Class. Returns for other share classes vary since they have different expenses.
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MARYLAND TAX-FREE MONEY FUND

Calendar Year Returns

278

2.90

Total

4%
2
1.00 1.09
0.77
0.31 0.33
0.01 0.01 0.02
0
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Quarter Total Quarter
Ended Return Ended

Best Quarter  12/31/23 0.79%  Worst Quarter  6/30/15

Return
0.00%

The following table shows the average annual total returns for each class of the fund that has
been in operation for at least one full calendar year. In addition, the table also includes a
comparative index that has investment characteristics similar to those of the fund (Strategy

Benchmark(s)).

Average Annual Total Returns

Periods ended
December 31, 2024

Since
1 Year 5 Years 10 Years inception

Investor Class

2.90 % 1.35 % 0.92 % —%
| Class

3.07 1.45 — 1.31
Strategy Benchmark(s)
Lipper Other States Tax-Exempt Money Market Funds Average

3.02 1.45 1.04 1.322

Inception
date
03/30/2001

07/06/2017

a Return since 6/30/17.

Updated performance information is available through troweprice.com.

Management

Investment Adviser T. Rowe Price Associates, Inc. (T. Rowe Price or Price Associates)
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Managed Joined

Fund Investment
Since Adviser

Co-Portfolio Manager and Cochair

Alexander S. Obaza of Investment Advisory Committee 2023 2005
Co-Portfolio Manager and Cochair
Chen Shao of Investment Advisory Committee 2024 2005

Purchase and Sale of Fund Shares

The Investor Class generally requires a $2,500 minimum initial investment ($1,000 minimum
initial investment if opening an IRA, a custodial account for a minor, or a small business
retirement plan account). Additional purchases generally require a $100 minimum. These
investment minimums generally are waived for financial intermediaries and certain employer-
sponsored retirement plans submitting orders on behalf of their customers.

The | Class requires a $500,000 minimum initial investment per fund per account registration,
although the initial investment minimum generally is waived or reduced for financial
intermediaries, eligible retirement plans, certain accounts for which T. Rowe Price or its affiliates
have discretionary investment authority, qualifying directly held accounts, and certain other
accounts.

For investors holding shares of the fund directly with T. Rowe Price, you may purchase, redeem,
or exchange fund shares by mail; by telephone (1-800-225-5132 for IRAs and nonretirement
accounts; 1-800-492-7670 for small business retirement plans; and 1-800-638-8790 for
institutional investors and financial intermediaries); or, for certain other accounts, by accessing
your account online through troweprice.com.

If you hold shares through a financial intermediary or retirement plan, you must purchase,
redeem, and exchange shares of the fund through your intermediary or retirement plan. You
should check with your intermediary or retirement plan to determine the investment minimums
that apply to your account.

In accordance with the requirements for “retail money market funds” under Rule 2a-7, the fund
has implemented policies and procedures designed to limit accounts to only those beneficially
owned by natural persons. The fund has also obtained assurances from financial intermediaries
that sell the fund that they have developed adequate procedures to limit accounts to only those
beneficially owned by natural persons. Any new investors wishing to purchase shares will be
required to demonstrate eligibility (for example, by providing their Social Security number). The
fund will, upon advance written notification, involuntarily redeem investors that do not satisfy
these eligibility requirements.

The fund may charge a liquidity fee of up to 2% of the value of shares redeemed if the fund’s
Board of Directors (or its delegate) determines that doing so is in the best interests of the fund.
Tax Information

The fund declares dividends, if any, daily and pays them on the first business day of each month.
Any capital gains are declared and paid annually, usually in December. The fund intends to
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distribute income that is exempt from federal and Maryland income taxes. However, a portion of
the fund’s distributions may be subject to income taxes or the alternative minimum tax. A
redemption or exchange of fund shares, and any capital gains distributed by the fund, may be
taxable.

Payments to Broker-Dealers and Other Financial Intermediaries

If you purchase shares of the fund through a broker-dealer or other financial intermediary (such
as a bank), the fund and its related companies may pay the intermediary for the sale of fund
shares and related services. These payments may create a conflict of interest by influencing the
broker-dealer or other intermediary and your salesperson to recommend the fund over another
investment. Ask your salesperson or visit your financial intermediary’s website for more
information.
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MANAGEMENT OF THE FUND

Investment Adviser(s)

T. Rowe Price is the fund’s investment adviser and oversees the selection of the fund’s
investments and management of the fund’s portfolio pursuant to an investment management
agreement between the investment adviser and the fund. T. Rowe Price is the investment
adviser for all funds sponsored and managed by T. Rowe Price (T. Rowe Price Funds); is an
SEC-registered investment adviser that provides investment management services to individual
and institutional investors and sponsors; and serves as adviser and subadviser to registered
investment companies, institutional separate accounts, and common trust funds. The address for
T. Rowe Price is 1307 Point Street, Baltimore, Maryland 21231. As of December 31, 2024,

T. Rowe Price and its affiliates (Firm) had approximately $1.61 trillion in assets under
management.

Portfolio Management

T. Rowe Price has established an Investment Advisory Committee with respect to the fund. The
committee cochairs are ultimately responsible for the day-to-day management of the fund’s
portfolio and work with the committee in developing and executing the fund’s investment
program. The members of the committee are as follows: Alexander S. Obaza and Chen Shao,
cochairs, Kathryn A. Floyd, Cheryl A. Mickel, Rachel Protzman, Kevin Reilly, Pranay Subedi, and
Blerina Uruci. The following information provides the year that the portfolio managers first joined
the Firm and the portfolio managers’ specific business experience during the past five years
(although the portfolio managers may have had portfolio management responsibilities for a
longer period). Mr. Obaza has been a cochair of the committee since 2023. He joined the Firm in
2005, and his investment experience dates from 2008. During the past five years, he has served
as a credit analyst, associate portfolio manager, and portfolio manager (beginning in 2020) in the
Firm’s Fixed Income Division. Mr. Shao has been a cochair of the committee since 2024. He
joined the Firm in 2005, and his investment experience dates from 2007. During the past five
years, he has served as a money market trader and as a portfolio manager (beginning in 2024)
with the Firm. The Statement of Additional Information (SAl) provides additional information
about the portfolio managers’ compensation, other accounts managed by the portfolio managers,
and the portfolio managers’ ownership of the fund’s shares.

The Management Fee
The fund pays the investment adviser an annual investment management fee of 0.19% based on
the fund’s average daily net assets. The fund calculates and accrues the fee daily.

In an effort to maintain a zero or positive net yield for the fund, T. Rowe Price may voluntarily
waive all or a portion of the management fee it is entitled to receive from the fund or reimburse all
or a portion of the fund’s operating expenses. T. Rowe Price may amend or terminate this
voluntary fee waiver arrangement at any time without prior notice.
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The management fee is charged to the fund and each share class of the fund bears its
proportionate share of the management fee. An expense limitation agreement that limits the
operating expenses or total expense ratio of a particular share class does not result in a reduced
or waived management fee.

A discussion about the factors considered by the fund’'s Board of Directors (Board) and its
conclusions in approving the fund’s investment management agreement (and any subadvisory
agreement, if applicable) is contained in Form N-CSR filed with the SEC for the period ended
August 31, and made available on the fund’s website at troweprice.com/prospectus.

MORE INFORMATION ABOUT THE FUND’S INVESTMENT OBJECTIVE(S),
STRATEGIES, AND RISKS

Investment Objective(s)
The fund seeks to provide preservation of capital, liquidity, and, consistent with these objectives,
the highest level of income exempt from federal and Maryland state and local income taxes.

Principal Investment Strategies

The fund invests at least 65% of its total assets in Maryland municipal securities, and normally at
least 80% of the fund’s income is expected to be exempt from federal and Maryland state and
local income taxes. The fund’s 80% investment policy is a fundamental policy and may not be
changed without shareholder approval. The fund is a retail money market fund managed in
compliance with Rule 2a -7 under the Investment Company Act of 1940.

The securities purchased by the fund are subject to the maturity, credit quality, diversification,
liquidity, and other requirements of Rule 2a-7. All securities purchased by the fund present
minimal credit risk in the opinion of T. Rowe Price. The fund is managed to provide a stable
share price of $1.00 by investing in high quality U.S. dollar-denominated municipal money market
securities. Money market securities are generally high-quality, short-term obligations issued by
companies or governmental entities. The fund’s weighted average maturity will not exceed 60
calendar days, the fund’s weighted average life will not exceed 120 calendar days, and the fund
will not purchase any security with a remaining maturity longer than 397 calendar days (unless
otherwise permitted by Rule 2a-7, such as certain variable and floating rate instruments).

In selecting securities for the fund, the portfolio manager may examine relationships among
yields of various types and maturities of money market securities in the context of interest rate
outlooks. The fund’s yield will fluctuate with changes in short-term interest rates.

Up to 20% of the fund’s income could be derived from securities that are subject to the
alternative minimum tax.

In addition to investing in state and local general obligation bonds, the fund may invest a
significant portion of its assets in sectors with special risks, such as health care, transportation,
and utilities, as well as private activity bonds (including industrial revenue bonds), which are
municipal bonds issued by a government agency on behalf of a private sector company and, in
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most cases, are not backed by the credit of the issuing municipality. It is possible that 25% or
more of the fund’s assets could be invested in municipal securities that would tend to respond
similarly to particular economic or political developments. For example, the fund may invest in
securities of issuers whose revenues are generated from similar types of projects or operate in
similar industries. The fund may at times invest more than 25% of its net assets overall in
industrial revenue bonds, but investments in industrial revenue bonds related to the same
industry may not exceed 25% of the fund’s net assets. Bonds that are refunded with escrowed
U.S. government securities are not subject to the 25% limitation. Refunded bonds may have
originally been issued as general obligation or revenue bonds, but become “refunded” when they
are secured by an escrow fund, usually consisting entirely of direct U.S. government obligations,
U.S. government agency obligations, and/or cash.

While local governments in Maryland depend principally on their own revenue sources, they
could experience budget shortfalls due to cutbacks in state aid. Certain fund holdings do not rely
on any government for money to service their debt. Bonds issued by governmental authorities
may depend wholly on revenues generated by the project they financed or on other dedicated
revenue streams. The credit quality of these “revenue” bonds may vary from that of the state’s
general obligations.

Due to seasonal variations in the supply of suitable Maryland municipal securities, the fund may
invest in other municipal securities whose interest is exempt from federal but not Maryland
income taxes. While efforts will be made to minimize such investments, they could comprise up
to 10% of the fund’s annual income.

During periods of abnormal market conditions, for temporary defensive purposes, there is no limit
on the fund’s investments in high-quality, short-term securities whose income is subject to federal
and Maryland state and local income taxes. Such investments could cause the fund to distribute
taxable income and/or to fail to achieve its objective(s).

The fund normally holds securities until maturity. However, the fund may sell a particular security
under certain circumstances, for example, if it no longer meets the fund’s investment criteria or if
market or credit factors materially change, or to shift assets into and out of higher-yielding
securities.

Liquidity Fees

The fund’s Board may impose a discretionary liquidity fee of up to 2% of the value of the shares
redeemed if the Board (or its delegate) determines that doing so is in the fund’s best interests (or
the Board’s delegate, in accordance with Board-approved guidelines). The Board’s determination
will be based on current market conditions and the specific circumstances of the fund. A liquidity
fee would reduce the amount you receive upon redemption of your shares.

A liquidity fee would be imposed, if at all, during periods of extraordinary market stress. The
imposition and termination of a liquidity fee will be available on the fund’s website at
troweprice.com. In addition, the fund will communicate such action through a supplement to its
registration statement and may further communicate such action through a press release or by
other means.
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The fund would retain liquidity fees for the benefit of remaining shareholders. It is possible that a
liquidity fee will be returned to shareholders in the form of a distribution. When a fee is in place,
the fund may elect not to permit the purchase of shares or to subject the purchase of shares to
certain conditions, which may include affirmation of the purchaser’s knowledge that a fee is in
effect.

Once imposed, a liquidity fee must be applied to all shares redeemed (whether the shares are
held directly with T. Rowe Price, through a retirement plan, or indirectly through an intermediary
(such as a broker, bank, or investment adviser) or other third party) and must remain in effect
until the fund’s Board (or its delegate) determines that the liquidity fee is no longer in the best
interests of the fund.

If you write a check on the fund and the check is presented for payment to the fund’s transfer
agent while a liquidity fee is in effect, the applicable liquidity fee will be redeemed from your
account and the face value of the check will then be paid to the payee, assuming there are
sufficient funds available in your account after the liquidity fee is redeemed and the check is
otherwise in correct form.

The fund invests in the following types of securities or assets:

Money Market Securities

Money market securities are short-term obligations issued by companies or governmental
entities. Money market securities may be interest-bearing or discounted to reflect the rate of
interest paid. In the case of interest-bearing securities, the issuer has a contractual obligation to
pay coupon interest at a stated rate on specific dates and to repay the face value on a specified
date. In the case of a discount security, no coupon interest is paid, but the security’s price is
discounted so that the interest is accrued until the security matures at face value. In either case,
an issuer may have the right to redeem or “call” the security before maturity, and the investor
may have to reinvest the proceeds at lower market rates.

Except for adjustable rate instruments, a money market security’s interest rate, as reflected in the
coupon rate or discount, is usually fixed for the life of the security. Its current yield (coupon or
discount as a percent of current price) will fluctuate to reflect changes in interest rate levels. A
money market security’s price usually rises when interest rates fall, and vice versa.

Money market securities may be unsecured (backed by the issuer’s general creditworthiness
only) or secured (also backed by specified collateral).

Certain money market securities have interest rates that are adjusted periodically. These interest
rate adjustments tend to minimize fluctuations in the securities’ principal values.

As a money market fund, the fund is required to purchase securities that have a remaining
maturity of no more than 397 calendar days (with certain exceptions) and that have been
determined by the fund’s Board (or the fund’s investment adviser, if the Board delegates such
power to the adviser) to present minimal credit risks to the fund. T. Rowe Price considers certain
factors when determining whether a security presents minimal credit risks to the fund, including
the capacity of each security’s issuer or guarantor to meet its financial obligations. The adviser
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generally relies on its own credit ratings when selecting investments for the fund. A security may
need to be sold if its maturity or credit quality changes and no longer meets the requirements of
Rule 2a-7.

Municipal Securities

The fund’s assets are invested primarily in various tax-exempt municipal debt instruments. A
municipal bond is an interest-bearing security issued by a state or local government entity. There
are two broad categories of municipal bonds. General obligation bonds are typically backed by
the issuer’s “full faith and credit,” that is, its full taxing and revenue-raising power. Revenue
bonds usually rely exclusively on a specific revenue source, such as charges for water and
sewer service, to generate money for debt service. The issuer of a municipal security has a
contractual obligation to pay interest at a stated rate on specific dates and to repay principal (the
bond'’s face value) on a specified date or dates. An issuer may have the right to redeem or “call”
a bond before maturity, which could require reinvestment of the proceeds at lower rates.

A municipal bond’s annual interest income, set by its coupon rate, is usually fixed for the life of
the bond. Its current yield (income as a percent of current price) will fluctuate to reflect changes
in interest rate levels. For example, a municipal bond’s price usually rises when interest rates fall
and vice versa, so its yield generally stays consistent with current market conditions.

Certain municipal securities have interest rates that are adjusted periodically. These interest rate
adjustments tend to minimize fluctuations in a bond’s price. The maturity of those securities may
be shortened under certain specified conditions. Some municipal securities have long-term
maturities but are structured with interest rates that reset periodically (typically every 1 or 7 days)
through a remarketing process.

Municipal money market securities generally have maturities of 397 days or less and may be
interest-bearing or discounted to reflect the rate of interest paid. In the case of interest-bearing
securities, the issuer pays coupon interest and repays the face value at stated rates and times. In
the case of a discount money market security, no coupon interest is paid but the security’s price
is discounted so that the interest is realized when the security matures at face value.

In purchasing municipal securities, reliance is placed on the opinion of the issuer’'s bond counsel
regarding the tax-exempt status of the investment.

Private Activity Bonds

While income from most municipal securities is exempt from federal income taxes, the income
from certain types of private activity bonds (a type of revenue bond) is included in the alternative
minimum tax calculation. Only persons subject to the alternative minimum tax pay this tax.
Private activity bonds may be issued for purposes such as housing or airports or to benefit a
private company. Industrial development bonds are a special type of private activity bond
permitted under Internal Revenue Service guidelines and are typically backed by a corporate
obligor to finance projects benefiting the public.
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Securities With Credit Enhancements

Securities purchased by the fund can have the features described below. The fund may consider
credit enhancement when determining the credit quality, liquidity, or maturity of an investment.

Letters of Credit Letters of credit are issued by a third party, usually a bank, to enhance
liquidity and ensure repayment of principal and any accrued interest if the underlying municipal
security should default.

Municipal Bond Insurance This insurance, which is usually purchased by the bond issuer from
a private, nongovernmental insurance company, provides an unconditional and irrevocable
guarantee that the insured bond’s principal and interest will be paid when due. Insurance does
not guarantee the price of the bond or the share price of the fund. The credit rating assigned to
an insured bond may reflect either the credit rating of the underlying issuer, based on its ability to
make interest payments and repay principal in a timely manner, or the credit rating of the insurer,
based on its claims-paying ability. In either case, T. Rowe Price bases its determination on
whether to purchase an insured municipal bond on the creditworthiness of the underlying issuer
and on the claims-paying ability of the insurer.

The obligation of a municipal bond insurance company to pay a claim extends over the life of
each insured bond. Although defaults on insured municipal bonds have been fairly low to date
and municipal bond insurers have generally been meeting their claims, there is no assurance this
will continue. It is possible that default rates on insured bonds and additional insurer downgrades
could increase substantially, which could further strain an insurer’s loss reserves and adversely
affect its ability to pay claims to bondholders. Despite the quality of the underlying issuer, a
downgrade of an insurer’s rating could adversely affect the values of any bonds it insures
because the perceived risk of owning the bonds has increased.

Standby Purchase Agreements A standby purchase agreement is a liquidity facility provided to
pay the purchase price of bonds that cannot be remarketed. The obligation of the liquidity
provider (usually a bank) is only to advance funds to purchase tendered bonds that cannot be
remarketed and does not cover principal or interest under any other circumstances. The liquidity
provider’s obligations under the standby purchase agreement are usually subject to numerous
conditions, including the continued creditworthiness of the underlying borrower.

Principal Risks
The principal risks associated with the fund’s principal investment strategies, which may be even
greater in bad or uncertain market conditions, include the following:

State-specific focus: A tax-free fund investing primarily within a single state typically involves
more risk than a fund that can invest in a larger universe of municipal securities and does not
focus its investments in a single state. Overall economic conditions within a particular state can
be unpredictable and change rapidly at any time. Therefore, the fund is subject to the risk that
developments in Maryland will negatively affect the values of securities held by the fund or that
are available for investment, which could harm the fund’s performance and increase the fund’s
overall risk level. Such developments may include economic or political policy changes, tax base
erosion, unfunded pension and health care liabilities, constitutional limits on tax increases,
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budget deficits and other financial difficulties, unfavorable developments in one or more
industries critical to the state’s economy, and changes in the credit ratings assigned to Maryland
municipal issuers. An adverse change in any one of these or other areas could affect the ability
of the state’s municipal issuers to meet their obligations. For more detailed information about the
specific risks affecting municipal securities issuers in Maryland, please refer to the SAI.

Municipal securities: The municipal securities markets could be significantly affected by
adverse political and legislative changes, litigation at the federal or state level, and changes in
the financial condition of the issuers of municipal securities. The value of municipal securities
(and funds investing in them) is strongly influenced by the value of tax-exempt income to
investors. The restructuring of federal income tax rates could cause municipal bond prices to fall
as lower income tax rates at the federal and/or state level would reduce the advantage of owning
municipal securities. There is also no guarantee that the fund’s income will remain exempt from
federal and state income taxes. Proposals have been made to restrict or eliminate the federal
income tax exemption for interest on municipal securities and similar proposals may be
introduced in the future. If such a proposal were enacted, or there were changes in applicable tax
laws or tax treatments that reduce or eliminate the current federal income tax exemption on
municipal securities, the availability of municipal securities for investment by the fund and the
value of the fund’s portfolio would be adversely affected. Failure of a municipal security issuer to
comply with applicable tax requirements may cause income paid on its securities to become
taxable, resulting in a decline in the security’s value.

Investments in municipal securities typically rely on the opinion of the issuer’s bond counsel
provided at the time the muni