














T. ROwWE PrRICE WEB SERVICES
This page contains supplementary information that is not part of the shareholder report.

troweprice.com

LQG IN AND MANAGE YOUR INVESTMENTS ONLINE troweprice.com/access

We offer a consolidated view of your T. Rowe Price mutual fund and brokerage
accounts. You can sort accounts, customize their groupings, and/or grant View
Access to others as you see fit. Analyze your portfolio with Portfolio Growth
Tracker. Track the historical growth of your mutual fund investments over time.
The analysis consists of three components: Activity Summary, Asset Allocation,
and Net Investment versus Market Value.

ONLINE SERVICING troweprice.com/paperless

Enroll to receive your transaction confirmations, investor statements, prospec-
tuses, and shareholder reports online instead of by U.S. mail. You will receive an
e-mail with a link to our Web site informing you that your document is available to
view online, print, or download. For your convenience and recordkeeping purposes,
you will continue to receive your end-of-year summary statement by mail.

Join our E-mail Program to receive market and fund information by e-mail.
Receive timely market reports, performance on T. Rowe Price mutual funds, invest-
ment and market insights from T. Rowe Price managers, and more.

INVESTMENT GUIDANCE AND TOOLS troweprice.com/planningtools

Personal Guides provide you with information that can help you, in a few easy
steps, match investments with your financial objectives.

Morningstar® Portfolio Manager (formerly Portfolio Tracker) enables you to
track, rebalance, and analyze your portfolio.

Morningstar Portfolio X-Ray® is a comprehensive tool that provides an in-depth
examination of your exposure to different sectors, stock types, sub-asset classes,
and global diversification.

This secure site is designed for professional financial intermediaries and advisors.
Financial professionals may access daily prices and historical performance on
mutual funds; view market research, manager commentary, and sales ideas; and
access literature and forms. For U.S. technical assistance, call 1-888-358-8490
or e-mail us at onlinehelp@troweprice.com. For non-U.S. technical assistance,
call +1 (410) 345 4400 or contact us via e-mail.
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T. ROWE PRICE PLANNING TOOLS AND SERVICES

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

T. ROWE PRICE RETIREMENT SERVICES

T. Rowe Price offers unique retirement services that can help you meet a broad
variety of planning challenges. Our retirement tools are suitable for individuals,
the self-employed, small businesses, corporations, and nonprofit organizations.
For more information, call 1-800-IRA-5000 or visit our Web site at
troweprice.com/retirement.

Rollover IRAs. When you are changing jobs, retiring, or deciding what to do with
the money left in a former employer’s retirement plan, a Rollover IRA can be the
smart move. Call toll-free 1-800-IRA-5000. Our rollover specialists can open your
account over the phone and handle most of the paperwork for you. They’ll even
contact your former employer to help move your money.

Roth IRAs. Your contributions can grow tax-deferred for retirement and distributions
are potentially tax-free. Open your account over the phone by calling 1-800-IRA-5000
or online at troweprice.com/ira.

Traditional IRAs. Call 1-800-IRA-5000 or visit troweprice.com/ira to open one
of these tax-deferred retirement accounts. In some cases, contributions may be
tax-deductible.

Small Business Retirement Plans. If you're self-employed or run a small business
or professional practice, T. Rowe Price can help you establish a cost-effective retire-
ment plan that's easy to set up and maintain.

403(b) Custodial Accounts. For those employed by a school, university, church,
or other nonprofit organization.

No-Load Variable Annuities.

T. Rowe Price Advisory Planning Services offers a wide range of services that
provide expert advice based on your individual needs and financial goals, including
consultations with an advisory counselor. Please contact one of our specialists at
1-800-844-9424 to determine the most appropriate service to fit your needs.*

* Services offered by T. Rowe Price Advisory Services, Inc., a federally registered investment adviser. There
may be costs associated with these services.
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T. ROWE PRICE COLLEGE PLANNING

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

COLLEGE PLANNING

With the costs of college steadily increasing, it’s critical to plan early. Our college
planning information and college savings products can help you meet your
educational investment goals. For more information, visit our Web site at
troweprice.com/college, where you will find the Saving for College Personal
Guide, an interactive tool that can help you determine how much you should
save, estimate future tuition costs, and review college savings options. In a few
easy steps, the guide provides you with information and a Personalized Action
Plan. To speak with a college planning specialist, please call 1-800-638-5660.

Education Savings Accounts (formerly Education IRAs). This education invest-
ment account permits contributions up to a total of $2,000 per year per beneficiary
to help pay for educational costs at eligible schools, including elementary, secondary,
and post-secondary institutions. Withdrawals from Education Savings Accounts are
tax-free if the proceeds are used for qualified educational expenses.

College Savings Plans (529 Plans). To help families prepare for college education
costs, T. Rowe Price manages three 529 plans that are open to all U.S. residents.
Any earnings on contributions are tax-deferred and distributions are exempt from
federal income taxes when used for qualified educational expenses. Also, these
plans offer high contribution limits and affordable systematic investing.

T. Rowe Price manages the T. Rowe Price College Savings Plan, a national 529

plan offered by the Education Trust of Alaska; the Maryland College Investment Plan;
and the University of Alaska College Savings Plan. The Maryland College Investment
Plan offers certain potential benefits for Maryland residents, and the University of
Alaska College Savings Plan offers potential benefits for Alaska residents.

Earnings on a distribution not used for qualified expenses may be subject to income taxes
and a 10% federal penalty. Please note that the availability of tax or other benefits may
be conditioned on meeting certain requirements such as residency, purpose for or timing
of distributions, or other factors, as applicable.

Please visit our Web site or call 1-800-638-5660 to obtain the applicable plan disclosure
document, which includes investment objectives, risks, fees, expenses, and other informa-
tion that you should read and consider carefully before investing. Please considet, before
investing, whether your or your beneficiary’s home state offers any state tax or other bene-
fits that are only available for investments in that state’s plan. T. Rowe Price Investment
Services, Inc., Distributor/Underwriter.
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T. ROWE PRICE SAVINGS BANK

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

SAVINGS BANK

#

ok ok

EEE T

Now there’s a way to get more than great rates from your next CD. T. Rowe Price
Savings Bank gives you the benefits of FDIC insurance and predictable interest
payments, plus world-class service from a name you trust.*

You can use a Savings Bank CD account to expand your investment mix and help to
reduce your portfolio’s overall risk. For accounts of $5,000 or more that have terms
of 91 days or longer, interest can remain on deposit or be transferred to an account

you have elsewhere.

T. Rowe Price Savings Bank offers

» FDIC insurance

e Competitive interest rates

e Low minimum deposit of $1,000 for Classic CDs
* Higher rates with Mini-Jumbo and Jumbo CDs
e Smart Ladder CDs™

e [RA accounts**

e Terms from 30 days to 60 months***

¢ Flexible options to invest interest payments****
¢ Annual statements

e Automatic renewal feature

Smart Ladder CDs

Opening CDs that mature at different times can help to hedge against sharp swings
in interest rates. This approach, known as CD laddering, generally lets you lock

in higher rates with the longer-maturity CDs if rates fall. However, if rates rise
again in the next few years, you'll have money available to invest from CDs with
upcoming maturities.

Smart Ladder CDs offer a convenient way to create a CD ladder. With a minimum
deposit of $25,000 and a single application, we’ll set up your CD ladder, manage
the annual renewals, and offer you the highest current interest rates based on your
total minimum deposit and applicable terms.

T. Rowe Price Savings Bank is a member of the FDIC and offers CD products. Other T. Rowe Price affiliates,
including T. Rowe Price Investment Services, Inc., are separate entities. While the Savings Bank’s CDs are
FDIC-insured, all other products offered by T. Rowe Price affiliates are not FDIC-insured and are not a
deposit of or guaranteed by the Savings Bank. Such products are subject to investment risk, including
possible loss of the principal amount invested.

Please read the Traditional and Roth IRA Summary & Agreement before investing.

IRA CDs available from six months to 60 months.

Available for accounts of $5,000 or more that have terms of 91 days or longer.
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T. ROWE PRICE MUTUAL FUNDS

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

STOCK FUNDS

Domestic

Blue Chip Growth*

Capital Appreciation *

Capital Opportunity *
Diversified Mid-Cap Growth
Diversified Small-Cap Growth
Dividend Growth *

Equity Income *

Equity Index 500

Extended Equity Market Index
Financial Services

Growth & Income

Growth Stock *

Health Sciences

Media & Telecommunications
Mid-Cap Growth*

Mid-Cap Value *

New America Growth *

New Era

New Horizons

Real Estate*

Science & Technology *
Small-Cap Stock *

Small-Cap Value *

Spectrum Growth
Tax-Efficient Equity

Total Equity Market Index
U.S. Large-Cap Core*

Value *

ASSET ALLOCATION FUNDS

Balanced

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

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

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

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 *

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.

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

T.RowePrice‘ﬁf\

INVEST WITH CONFIDENCE

88451 C03-051 10/09



TAX-FREE

SHORT-
INTERMEDIATE
FUND

Semiannual Report — Financial
Statements

T. ROWE PRICE®



T. ROWE PRICE TAX-FREE SHORT-INTERMEDIATE FUND

Unaudited

FINANCIAL HIGHLIGHTS For a share outstanding throughout each period

6 Months Year

Ended Ended

8/31/09" 2/28/09" 2/29/08" 2/28/07" 2/28/06' 2/28/05
NET ASSET VALUE
Beginning of period $ 542 $ 534 $ 534 $ 534 $ 540 $ 5.54

Investment activities

Net investment income 0.08 0.18 0.18 0.17 0.15 0.14

Net realized and

unrealized gain (loss) 009 .. 008 . T T o8 014)

Total from investment

activites | 017 .. 0.26 . 018 . 017 . 009 oo
Distributions

Netinvestmentincome = ©.08 ©18 ©18 ©in 015  (0.14)
NET ASSET VALUE
End of period $ 551 S 542 S 534 S 534 S 534 S 5.40

Ratios/Supplemental Data

Totalreturn® 3.18% . 4.89% . 3.49% . 331% . 1.77%. ... 0.09% .
Ratio of total expenses to
average net assets 0.50%?  0.51% 0.51% 0.51% 0.51% 0.51%

Ratio of net investment
income to average net

assets 2.96%?  3.31% 3.42% 3.27% 2.88% 2.66%

Portfolio turnoverrate 2.5%  24.9%  432%  46.9%  29.7%  27.5%
Net assets, end of period
(in thousands) $ 876,569 $ 634,746 $ 527,864 $ 489,967 $ 507,387 $ 563,259

¥ Per share amounts calculated using average shares outstanding method.

@ Total return reflects the rate that an investor would have earned on an investment in the fund
during each period, assuming reinvestment of all distributions.
@ Annualized

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



T. ROWE PRICE TAX-FREE SHORT-INTERMEDIATE FUND

Unaudited August 31, 2009

PORTFOLIO OF INVESTMENTS * $ Par Value

(Amounts in 000s)

MUNICIPAL SECURITIES 100.1%

Alabama 2.0%

Courtland Ind. Dev. Board, PCR, Int'l. Paper, 4.75%, 5/1/17 1,500 1388

Health Care Auth. for Baptist Health, 5.00%, 11/15/09 1,600 1,604

Health Care Auth. for Baptist Health, 5.00%, 11/15/12 2,560 . 2,607

Jefferson County Sewer, 5.50%, 2/1/40

(Prerefunded 2/1/11) W@ 6,405 . 6,809

Univ. of Alabama Board of Trustees, Birmingham Hosp.

5.00%, 9 L S 1600 1672

Univ. of Alabama Board of Trustees, Birmingham Hosp.

5:00%, 911116 3,400 3539
o 17,619

Arizona 4.0%

Arizona HFA, Banner Health, 5.00%, 1/1/11 4000 4,146

Arizona HFA, Banner Health, 5.00%, 1/1/14 1,000 1,076

Arizona HFA, Banner Health, 5.00%, 1/1/15 1,75 1878

Arizona HFA, Banner Health, 5.00%, 1/1/17 4000 4,312

Arizona School Fac. Board, 5.50%, 7/1/13

(Prerefunded 7/1/10) ) 1910 2,073

Arizona Transportation Board, Federal Highway, GAN

5:00%, 7 110 3,190 3309

Phoenix Civic Improvement Corp., Wastewater, 5.50%, 7/1/17 3800 . 4,393

Phoenix Civic Improvement Corp., Water System

3:00%, 7 A 5,000 5372

Salt River Agriculture Improvement & Power, 5.00%, 1/1/11 2,415 2,549

Scottsdale IDA, Healthcare, 5.00%, 9/1/10 1000 1,024

Scottsdale DA, Healthcare, 5.00%, 9/1/11 .. 2000 ..2071

Yavapai County IDA, PCR, Waste Management, 4.25%, 3/1/28

(Tender3/1/10) G) 3,000 . 3,004

35,207



T. ROWE PRICE TAX-FREE SHORT-INTERMEDIATE FUND

$ Par Value
(Amounts in 000s)
California 3.8%
California Dept. of Water Resources, Power Supply
525 5 e 4000 4,351
California Dept. of Water Resources, Power Supply
5.50%, 5/1/10 1,860 1,915
California Dept. of Water Resources, Power Supply
550, 5 L e 4675 . 4,984
California Statewide CDA, Children's Hosp. of Los Angeles
VRDN, 0.21%, 8/15/23 7,700 7,700

Golden State Tobacco Securitization Corp., Tobacco Industry

A.50%, 611/ 27 1,35 L1224

Golden State Tobacco Securitization Corp., Tobacco Industry

500%’6/1/13 ............................................................................................. 1,500 1,494

Sacramento Cogeneration Auth., Procter & Gamble

4000, 7L e 600 625

Sacramento Cogeneration Auth., Procter & Gamble

5:00%, 7/1/12 500 .54

Sacramento Cogeneration Auth., Procter & Gamble

5:00%, 7)1/ 13 ] 600 o 658

Whittier Health Fac., Presbyterian Intercommunity Hosp.

3:00%, 6/ L e 2,250 ...2%332

Whittier Health Fac., Presbyterian Intercommunity Hosp.

5:00%, 6/1/12 1,670 . L743
33,294

Colorado 2.0%

Colorado HFA, Catholic Health Initiatives, 3.95%, 9/1/36
(Tender 11/10/10) 2,000 2,022




T. ROWE PRICE TAX-FREE SHORT-INTERMEDIATE FUND

S Par Value
(Amounts in 000s)
Denver City & County Airport, 5.25%, 11/15/14 &) 3,500 3,600
Denver City & County Airport, 5.25%, 11/15/32. ¢ 2,200 2,247
Denver City & County Airport, 5.25%, 11/15/32
(Tender5/15/1) G) 3650 3813
o 17,535
Connecticut 0.3%
Connecticut Special Tax Obligation, 5.375%, 10/1/12 @) 2500 2713
2713
Delaware 0.2%
Delaware River joint Toll Bridge Commission, 5.25%, 7/1/10 1,525 L575
1575
District of Columbia 3.4%
District of Columbia, GO, 5.00%, 6/1/15 @) 2,500 2820
District of Columbia, GO, 5.00%, 6/1/18 &) 683 7,283
District of Columbia, GO, 5.25%, 6/1/19 @) 2,500 2782
Washington Convention Center Auth., 5.00%, 10/1/11 &) 6,970 ...7.392
Washington Convention Center Auth., 5.00%, 10/1/20 &) 5110 5310
Washington Convention Center Auth., 5.00%, 10/1/21 &) 4030 4153
. 29,740
Florida 8.6%
Broward County Port fac., 5.375%, 9/1/10 ) 3,000 3,007
Florida Board of Ed., GO, 5.00%, 1/1/10 4900 4,975
Florida Board of Ed., GO, 5.00%, 6/1/16 6,465 7,037
Florida Board of Ed., GO, 5.00%, 1/1/17 2,585 2874
Florida Board of Ed., Lottery, 5.00%, 7/1/13 6,500 7,164
Florida Dept. of Natural Resources, Documentary Stamp Tax
5.00%, 7/1/12 (5) 4,000 4,004



T. ROWE PRICE TAX-FREE SHORT-INTERMEDIATE FUND

$ Par Value
(Amounts in 000s)
Highlands County HFA, Adventist Health/Sunbelt- A
5:00%, 1 508 285 . 286
Highlands County HFA, Adventist Health/Sunbelt- A
5:00%, 11/15/08 1,000 1,043
Highlands County HFA, Adventist Health/Sunbelt- A
500, 1 S Y e 600 . 633
Highlands County HFA, Adventist Health/Sunbelt- A
5:00%, 111515 1,250 1307
Highlands County HFA, Adventist Health/Sunbelt- A
5:00%, 1115106 200 .58
Highlands County HFA, Adventist Health/Sunbelt- A
5.00%, 11/15/16 (Prerefunded 11/15/15@w 300 346
Highlands County HFA, Adventist Health/Sunbelt- A
6.00%, 11/15/31 (Prerefunded 11/15/10) @) 5000 5576
Highlands County HFA, Adventist Health/Sunbelt- B
5:00%, 11/15/10 ©) 1,000 1053
Highlands County HFA, Adventist Health/Sunbelt- B
500, L S L e 875 913
Highlands County HFA, Adventist Health/Sunbelt- B
5:00%, 11/15/11 (6) 125 18
Hillsborough County Aviation Auth., Tampa Int'l. Airport
5:00%, 10/ LS e 2000 2171
Jacksonville Electric Auth., 5.00%, 10/1/12 6,300 6,882

Jacksonville HFA, Baptist Health, VRDN, 0.12%, 8/15/33 1100 1,100

Miami-Dade County, Aviation, 5.50%, 10/1/17 1775 1973
Orange County Tourist Dev. Tax, 5.00%, 10/1/11 &) 3,000 319
Orange County Tourist Dev. Tax, 5.00%, 10/1/12 @) . . 5,335 .5813
Orlando & Orange County Expressway Auth., 5.00%, 7/1/10 &) 4660 4,794
South Miami HFA, Baptist Health, 5.00%, 8/15/14 4000 4,385
South Miami HFA, Baptist Health, 5.00%, 8/15/15 4,000 4375

75,560



T. ROWE PRICE TAX-FREE SHORT-INTERMEDIATE FUND

$ Par Value
(Amounts in 000s)
Georgia 2.1%
Burke County Dev. Auth., Oglethorpe Power, VR, 6.50%, 1/1/39 500 32
Gainesville Redevelopment Auth., Riverside Military Academy
300, 3 e 660 . 633
Gwinnett County School Dist., GO, 5.00%, 2/1/12 10,000 10,945
Main Street Natural Gas, Municipal Gas Auth., 5.00%, 3/15/11 6,000 . 5997
.. 18,096
Hawaii 0.7%
Hawaii, GO, 5.00%, 7/1/19 ) oo 3,250 ....3:565
Honoluly, GO, 5.00%, 7/1/10 2,100 ....2:180
2T
Illinois 3.1%
Chicago O'Hare Int'l. Airport, 5.00%, 1/1/20 &) . . 4600 . 4,805
Chicago O'Hare Int'l. Airport, 5.25%, 1/1/14 @ 425 4,637
Chicago O'Hare Int'l. Airport, 5.25%, 1/1/15 @ 5720 . 6,267
Illinois, GO, 5.50%, 8/1/16 1,650 1804
Illinois Fin. Auth., Central Dupage Health, VRDN
0.13%, 11/1/38 e 2,700 2700
Illinois Fin. Auth., Northwestern Memorial Hosp.
5.00%, 8/15/15 2,750 ....3:005
Illinois Fin. Auth., Northwestern Memorial Hosp.
5:00%, 8/15/16 3,500 3815
27033
Indiana 1.5%
Indiana HFFA, Ascension Health, VR, 3.625%, 11/15/36 6,000 . 6,148
Indiana HFFA, Ascension Health, VR, 5.00%, 5/1/13 1,650 1,771

Jasper County Ind. Economic Dev. Auth., Northern Indiana Public
Service, 5.60%, 11/1/16 o 3120 3,300



T. ROWE PRICE TAX-FREE SHORT-INTERMEDIATE FUND

$ Par Value
(Amounts in 000s)
Rockport Ind., PCR, American Electric Power Company
4.15%,7/1/25 (Tender7/15/10) (&) ... 2000 2,007
13,226
Kansas 0.1%
Lenexa Health Care Fac., Lakeview Village, 5.125%, 5/15/13 1,000 .. 974
_________________ 74
Maryland 14.9%
Anne Arundel County, GO, 5.00%, 3/1/12 . 4750 . 5208
Baltimore, GO, 7.00%, 10/15/10 ... 2,000 ..2139
Maryland, GO, 5.00%, 3/1/11 5000 5320
Maryland Economic Dev. Corp., Chesapeake Bay Hyatt- A
475, L2 L 1070 936
Maryland Economic Dev. Corp., Chesapeake Bay Hyatt- A
5:00%, 12/1/16 750 . 445
Maryland Economic Dev. Corp., Chesapeake Bay Hyatt- B
5.00%, 12/1/16 340 202

Maryland HHEFA, Ingleside at King Farm, 5.00%, 1/1/17 675 573
Maryland HHEFA, Johns Hopkins Hosp., 5.00%, 5/15/46

(Tender5/15/13) 2,220 2,401
Maryland HHEFA, Johns Hopkins Hosp., 5.00%, 5/15/48

(Tender5/15/15) 2,770 3,000
Maryland HHEFA, Johns Hopkins Hosp., TECP, 1.20%, 11/16/09 5,000 5,000
Maryland HHEFA, Johns Hopkins Hosp., TECP, 1.30%, 10/6/09 5,500 5,500

Maryland HHEFA, Johns Hopkins Hosp., TECP, 1.30%, 11/3/09 5,000 5,000

Maryland HHEFA, Johns Hopkins Hosp., TECP, 1.30%, 11/10/09 5,500 5,500
Maryland HHEFA, Johns Hopkins Hosp., TECP, 1.30%, 11/16/09 7,500 ..7,500
Maryland HHEFA, Johns Hopkins Hosp., TECP, 1.30%, 11/23/09 5,500 . 5500
Maryland HHEFA, Johns Hopkins Hosp., TECP, 1.30%, 12/3/09 5,000 5,000

Maryland HHEFA, Keswick Multi-Care Center and Foundation
VRDN, 1.40%, 7/1/37 6,000 6,000



T. ROWE PRICE TAX-FREE SHORT-INTERMEDIATE FUND

$ Par Value
(Amounts in 000s)
Maryland HHEFA, Lifebridge Health, 5.00%, 7/1/17 ... 1,180 . 1,250
Maryland HHEFA, Lifebridge Health, 5.00%, 7/1/18 ... 2,060 ...2%163
Maryland HHEFA, Peninsula Regional Medical Center
5.00%, 7/1/16 1,200 1,316

Maryland HHEFA, Pickersgill Retirement Community, VRDN

0.28%, 1/1/35 8 4000 . 4,000

Maryland HHEFA, Roland Park Country School, VRDN

LA0%, 6/ 37 12,400 12,400

Maryland HHEFA, Stevenson Univ., VRDN, 0.30%, 7/1/30 1,180 1,180

Maryland HHEFA, Univ. of Maryland Medical, 6.75%, 7/1/30

(Prerefunded 7/1/10) () 6,000 .. 6,374

Maryland HHEFA, Washington County Hosp., 5.00%, 1/1/12 1,000 1,027

Maryland Ind. Dev. Fin. Auth., Synagro/Baltimore Wastewater

IDRB, 5.00%, 12/1/10 &) 1,480  ...1480

Maryland Ind. Dev. Fin. Auth., Synagro/Baltimore Wastewater

IDRB, 5.125%, 12/1/11G) 1,200 L1197

Montgomery County, GO, TECP, 0.30%, 9/9/09 7,365 .....1365

Montgomery County, BAN, GO, VRDN, 0.13%, 6/1/26 4600 ... 4,600

Northeast Maryland Waste Disposal Auth., Waste Management

IDRB, 4.75%, 1/1/12 &) 1,000 981

Northeast Maryland Waste Disposal Auth., Montgomery County

Resources Fac,, 5.50%, 4/1/11 3¢ 6,000 6,288

Northeast Maryland Waste Disposal Auth., Montgomery County

Resources Fac., 5.50%, 4/1/14 G6) ... 5,085 ....539

Prince Georges County, GO, 5.00%, 7/15/16 ... 6875 . 8,022
130,263

Massachusetts 1.4%

Massachusetts, 5.70%, 6/1/19 (Prerefunded 6/1/10) @ 2,000 2,080
Massachusetts, GO, 5.00%, 11/1/10 . 4000 4,204
Massachusetts Ed. Fin. Auth., 5.25%, 1/1/16 5,425 5798

12,082



T. ROWE PRICE TAX-FREE SHORT-INTERMEDIATE FUND

$ Par Value
(Amounts in 000s)
Michigan 0.8%
Michigan Hosp. Fin. Auth., Ascension Health, VR
5:00%, 10/ /27 e 3,200 3327
Michigan Strategic Fund, Detroit Edison, IDRB, VR
5:25%, 811129 1,000 1,029
Wayne County Charter Airport, 5.25%, 12/1/11 ®) 3,000 ...3032
... 1388
Minnesota 0.9%
Maple Grove Hosp. Corp., North Memorial Healthcare
5000, 5 L L6 e 1,000 1018
Minneapolis, Convention Center, GO, 5.00%, 12/1/10 3,000 3164
Minneapolis-St. Paul Metropolitan Airport Commission
5:50%, 1/1/10 @0) 3,305 3344
e 12526
Missouri 1.6%
Missouri Environmental Improvement & Energy Resource Auth.
IDRB, Kansas City Power & Light, 5.25%, 7/1/17
(Tender 4/1/13) (9) 4,000 4,167

Nebraska 0.2%

Nebraska Public Power Dist., 5.00%, 1/1/10 @ . . . 1,250 1268
1,268

Nevada 3.3%

Clark County, 5.50%, 6/1/18 (Prerefunded 6/1/1) W@ 435 4,705

Clark County, GO, 5.50%, 6/1/12 (2) 5,000 5,328
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$ Par Value

(Amounts in 000s)

Clark County School Dist., GO, 5.00%, 6/15/13 4,220 4,636

Reno, Renown Regional Medical Center, 5.00%, 6/1/14 1,000 1,013

Reno, Renown Regional Medical Center, 5.00%, 6/1/16 1,085 1,077
29,013

New Jersey 2.5%

New Jersey Economic Dev. Auth., 5.25%, 3/1/14 2,000 2,236

New Jersey Transportation Trust Fund Auth., 5.50%, 6/15/17

(Prerefunded 6/15/13) @ . 7500 8,614

Tobacco Settlement Fin. Corp., 6.125%, 6/1/42

(Prerefunded 6/1/12) () e 2,500 ...2:830

Tobacco Settlement Fin. Corp., Tobacco Industry

4.50%, 6/1/23 350 . 322

Tobacco Settlement Fin. Corp., Tobacco Industry

5.00%, 6/1/16 1,625 L1549
21,887

New Mexico 0.2%

New Mexico Ed. Assistance Foundation, 5.50%, 11/1/10 (3) 1,750 1,771
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$ Par Value
(Amounts in 000s)
New York 11.3%
Albany IDA, Saint Peters Hosp., 5.50%, 11/15/12 ... 1,000 ....1,040
Dormitory Auth. of the State of New York, 5.25%, 11/15/23
(Tender 5/15/12) 5275 ....5:0695
Dormitory Auth. of the State of New York, Mental Health
3:00%, 2 LS L ) 3,710 .....3:506
Dormitory Auth. of the State of New York, Mount Sinai Hosp.
5.00%, 7/1/11 670 671

Dormitory Auth. of the State of New York, Personal Income Tax
5.00%, 3/15/20 ()

New York State Environmental Fac., Municipal Water
5.50%, 6/15/16

New York State Thruway Auth., Highway & Bridge
5.25%, 4/1/10
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$ Par Value
(Amounts in 000s)
TSASC, Tobacco Settlement, 5.75%, 7/15/32
(Prerefunded 7/15/12) () 4125 4,662
99,014
North Carolina 1.0%
North Carolina Eastern Municipal Power Agency, 5.50%, 1/1/11 2,670 ...2789
North Carolina Eastern Municipal Power Agency, 5.50%, 1/1/14 LT 848
North Carolina Municipal Power Agency #1, Catawba Electric
B 3,000 3,308
North Carolina Municipal Power Agency #1, Catawba Electric
525 1 20 2,000 2,065
,,,,,,,,,,, 9,010
North Dakota 0.2%
Ward County, Trinity Health, 5.00%, 7/1/12 ... 1,860 ... 1874
L L84
Ohio 0.1%
Ohio Higher Ed. Fac. Commission, Cleveland Clinic Health
5000, LS e 1,000 1,090
1090
Oklahoma 1.2%
Oklahoma Dev. Fin. Auth., Public Service, PCR, 5.25%, 6/1/14 2130 2207
Tulsa Ind. Auth., 5.375%, 10/1/31 (Prerefunded 10/1/10) @ 8200 8,698
10,905
Oregon 1.1%
Oregon, Veterans Welfare, GO, VRDN, 0.13%, 6/1/40 . 2100 2100
Oregon, Veterans Welfare, GO, VRDN, 0.13%, 6/1/41 2,200 2200
Portland Sewer, 5.00%, 6/1/10 @) o 5155  ...53.334
9,634
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$ Par Value
(Amounts in 000s)
Pennsylvania 2.7%
Allegheny Hosp. Dev. Auth, Univ. of Pittsburgh Medical Center
5:00%, O L e 2,550 ....10,083
Beaver County IDA, FirstEnergy, VR, 3.375%, 10/1/48
(Tender 10/1/08) e 2,000 2001
Pennsylvania, GO, 5.00%, 11/1/12 6,675 ...T:439
Pennsylvania Economic Dev. Fin. Auth., Waste Management
3.60%, 9/1/13 (Tender3/1/10) 4000 4,000
Philadelphia HHEFA, Children’s Hosp., VRDN, 0.12%, 7/1/25 . 200 200
23723
South Carolina 5.1%
Richland County, Int'l Paper, 4.60%, 9/1/12 o 1,000 983
South Carolina Public Service, 5.00%, 1/1/21 &) 17,640 18673
South Carolina Public Service, 5.00%, 1/1/22 oo 2,830 3041
South Carolina Transportation Infrastructure Bank
5.10%, 10/1/27 (Prerefunded 10/1/1) 0G) 9500 10311
Tobacco Settlement Revenue Management, Tobacco Industry
5:00%0, 6 8 e 1,630 ....1630
York County PCR, National Rural Utility Cooperative
2.25%, 9/15/24 (Tender 3/1/10) 2,000 3000
York County PCR, National Rural Utility Cooperative
4.00%, 9/15/24 (Tender 9/1/09) 5,000 ....53000
____________ 44,638
Tennessee 2.4%
Clarksville Public Building Auth., Metropolitan Gov't. of
Nashville & Davidson County, GO, VRDN, 0.14%, 7/1/26 .. 1,100 ....1100
Lewisburg Industrial Dev. Board, Waste Management
5.00%, 7/4/10 (ender 1/4/10) 3,000 3,000
Montgomery County Public Building Auth., GO, VRDN
O.34%, 411132 e 680 680
Shelby County Health, Ed. & Housing Board, Methodist Le
Bonheur Healthcare, 5.25%, 6/1/15 2,500 2,572

14



T. ROWE PRICE TAX-FREE SHORT-INTERMEDIATE FUND

$ Par Value
(Amounts in 000s)
Tennessee Energy Acquisition Corp., Goldman Sachs
5:00%, 911112 10,000 10,401
Tennessee Energy Acquisition Corp., Goldman Sachs
5:00%, 9/ 13 1,000 1035
Tennessee Energy Acquisition Corp., Goldman Sachs
5000, O L 16 e 2,000 2001

... 20789

Texas 6.7%
Dallas Water & Sewer, 5.00%, 10/1/11 &) 5000 .. 5418
Dallas/Fort Worth Airport, 5.625%, 11/1/12 @) . ... 5,000 5262
Dallas/Fort Worth Airport, 6.10%, 11/1/20 @) ... 3,500 ...3:506
Gregg County Health Fac. Dev. Corp., Good Shepherd Medical
Center, VRDN, 0.15%, 10/1/29 e 1,300 1,300
Harris County Cultural Ed. Fac., Methodist Hosp.
5:00%, 6/1/12 e 3,530 3828
Harris County Cultural Ed. Fac., Methodist Hosp.
5:25%, 12 6 e 1000  L115
Harris County Cultural Ed. Fac., Methodist Hosp., VRDN
0.02%, 12/ 24 e 1,300 1,300
Harris County Cultural Ed. Fac., Texas Medical Center, VRDN
0.13%, 9/1/31 16751675
Harris County Health Fac. Dev. Corp., 5.50%, 2/15/12
(Prerefunded 8/15/11) () e 2,000 .27
Harris County Health Fac. Dev. Corp., St. Lukes Episcopal
Health., 5.50%, 2/15/11 e 2,140 2243
Harris County Health Fac. Dev. Corp., Texas Children's Hosp.
VRDN, 0.30%, 10/1/29 e s A b
Houston Combined Utility, 5.00%, 5/15/34
(Tender 5/15/10) ) 4950 57
San Antonio, 5.00%, 8/1/10 (6) 105 109
San Antonio Electric & Gas, 5.25%, 2/1/11 5350 5673
Tarrant County Cultural Ed. Fac. Fin. Corp., Buckner Retirement
Services, 5.00%, 11/15/12 1,875 1,903
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$ Par Value
(Amounts in 000s)
Tarrant County Cultural Ed. Fac. Fin. Corp., Scott & White
Memorial Hosp., 5.00%, 8/15/13 ... 2000 2,172
Tarrant County Cultural Ed. Fac. Fin. Corp., Texas Health
Resources, 5.00%, 2/15/14 e 2,000 ....2160
Tarrant County Cultural Ed. Fac. Fin. Corp., Texas Health
Resources, 5.00%, 2/15/15 2,000 2155
Tarrant County Cultural Ed. Fac. Fin. Corp., Texas Health
Resources, VRDN, 0.12%, 11/15/33 3,000 ...3,000
Texas Municipal Gas Acquisition & Supply, Merrill Lynch
5:00%, 12/15/13 3800 ...3713
Univ. of Texas, Board of Regents, 5.00%, 8/15/10 ... 4875 4,666
28,952
Utah 0.2%
Murray City, IHC Health Services, VRDN, 0.12%, 5/15/36 .. 700  ....700
Murray City, IHC Health Services, VRDN, 0.13%, 5/15/37 . .. 1,300 ...1300
2000
Virginia 7.5%

Arlington County, Public Improvement, GO, 5.00%, 8/1/20 2,500 2,800

Arlington County IDA, Virginia Hosp. Center Arlington Health
5.50%, 7/1/12 (Prerefunded 7/1/11) (1) 3,760 4,105

Charles City County IDA, IDRB, Waste Management, VR
6.25%, 4/1/27 3) 750 776

Chesapeake Hosp. Auth., Chesapeake General Hosp.
5.25%, 7/1/14 1,775 1,901

Fairfax County Economic Dev. Auth., Covanta-Fairfax
6.10%, 2/1/11 (3)(5) 3,000 3,113

Fredericksburg Economic Dev. Auth., Medicorp Health
5.00%, 6/15/15 750 791
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S Par Value
(Amounts in 000s)
Fredericksburg Economic Dev. Auth., Medicorp Health
5.00%, 6/15/16 3,040 3,195
Hampton, Public Improvement, 5.75%, 2/1/16
(Prerefunded 2/1/10) (0 1,960 2,043
Loudoun County, GO, 5.00%, 6/1/12 1,000 1106
Newport News, GO, 5.00%, 7/15/16 1,250 1,404
Newport News, GO, 5.25%, 7/1/12 ... 2,500 2781
Roanoke IDA, Carilion Clinic, 5.25%, 7/1/10 1,000 1,033
Virginia College Building Auth., 21st Century College
5:00%, 2/ N7 1,585  L734
Virginia College Building Auth., Public Higher Ed. Fin. Program
5.00%, 9 /16 1,310 1457
Virginia Public Building Auth., 5.00%, 8/1/11 4355 . 4,698
Virginia Public Building Auth., 5.00%, 8/1/13 10,985 12,430
Virginia Public School Auth., GO, 5.00%, 8/1/12 5,080 5631
Virginia Public School Auth., GO, 5.00%, 8/1/16 2,500 2729
Virginia Public School Auth., GO, 5.25%, 8/1/10 1,000 1,044
Virginia Resources Auth., Clean Water Revolving Fund
5.00%, 10/1/13 1160 1319
Virginia Small Business Fin., VRDN, 0.50%, 7/1/42 5,000 5,000
... 66,059
Washington 2.6%
Energy Northwest, 5.50%, 7/1/15 . 5,000 5529
Tacoma Electric, 5.75%, 1/1/17 (Prerefunded 1/1/1) W@ 4750 5111
Washington, Motor Vehicle Fuel, GO, 5.00%, 1/1/15 @ 11,310 12,136
22,776
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$ Par Value
(Amounts in 000s)
West Virginia 0.4%
West Virginia Commissioner of Highways, Federal Highway
5:00%, 971110 () 3,265 .3:407

______________ 3,407

Total Municipal Securities (Cost $854,620) ....877,375
Total Investments in Securities
100.1% of Net Assets (Cost $854,620) S 877,375

+ Denominated in U.S. dollars unless otherwise noted.
(1) Prerefunded date is used in determining portfolio maturity.
(@ Insured by Financial Guaranty Insurance Company
() Interest subject to alternative minimum tax
(@) Insured by Financial Security Assurance Inc.
(5) Insured by AMBAC Assurance Corp.
(6) Escrowed to maturity
() Insured by CIFG Assurance
(8 Insured by Radian Asset Assurance Inc.
() Insured by XL Capital Assurance Inc.
BAN Bond Anticipation Note
CDA Community Development Administration/Authority
GAN Grant Anticipation Note
GO General Obligation
HEFA Health & Educational Facility Authority
HFA Health Facility Authority
HFFA  Health Facility Financing Authority
HHEFA Health & Higher Educational Facility Authority
IDA Industrial Development Authority/Agency
IDRB Industrial Development Revenue Bond
PCR Pollution Control Revenue
TECP Tax-Exempt Commercial Paper
VR Variable Rate; rate shown is effective rate at period-end.
VRDN Variable Rate Demand Note under which the holder has the right to sell the

security to the issuer or the issuer's agent at a predetermined price (generally par)
on specified dates (generally daily or weekly) upon required notification; such
specified dates are considered the effective maturity for purposes of the fund's
weighted average maturity; rate shown is effective rate at period-end and maturity

date shown is final maturity.

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

STATEMENT OF ASSETS AND LIABILITIES

August 31, 2009

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

Assets

Investments in securities, at value (cost $854,620)

Interest receivable

Receivable for shares sold

Cash

Receivable for investment securities sold
Other assets

Total assets

Liabilities

Payable for investment securities purchased
Payable for shares redeemed

Investment management fees payable

Due to affiliates

Other liabilities

Total liabilities

NET ASSETS

Net Assets Consist of:
Undistributed net investment income
Accumulated undistributed net realized loss

Net unrealized gain

Paid-in capital applicable to 158,995,916 shares of $0.01 par value
capital stock outstanding; 1,000,000,000 shares authorized

NET ASSETS

NET ASSET VALUE PER SHARE

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

STATEMENT OF OPERATIONS

($000s)
6 Months
Ended
8/31/09
Investment Income (Loss)
Interest income $ 12,860
Expenses
Investment management 1,517
Shareholder servicing 175
Prospectus and shareholder reports 22
Custody and accounting 75
Registration 35
Legal and audit 11
Directors 4
Miscellaneous 6
Total expenses 1,845
Net investment income 11,015
Realized and Unrealized Gain (Loss)
Net realized gain on securities 328
Change in net unrealized gain on securities 12,330
Net realized and unrealized gain 12,658
INCREASE IN NET ASSETS FROM OPERATIONS S 23,673

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

STATEMENT OF CHANGES IN NET ASSETS

($000s)
6 Months Year
Ended Ended
8/31/09 2/28/09
Increase (Decrease) in Net Assets
Operations
Net investment income $ 11,015 $ 18,787
Net realized gain 328 2,736
Change in net unrealized gain 12330 6,471
Increase in net assets from operations | 23,67327,994
Distributions to shareholders
Netinvestmentincome | (10,987) ... .(18731)
Capital share transactions*
Shares sold 304,715 256,693
Distributions reinvested 8,308 14,743
Shares redeemed .. (83,886) . (173,817)
Increase in net assets from capital share
transactions 229,137 .....57819
Net Assets
Increase during period 241,823 106,882
Beginningof period 634,746 .. 527,864
End of period S 876,569 S 634,746
Undistributed netinvestmentincome 206 o 178
*Share information
Shares sold 55,833 47,905
Distributions reinvested 1,520 2,749
Shares redeemed (15,373) ... (32,499)
Increase in shares outstanding 41,980 18,155

The accompanying notes are an integral part of these financial statements.
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Unaudited August 31, 2009

NOTES TO FINANCIAL STATEMENTS

T. Rowe Price Tax-Free Short-Intermediate Fund, Inc. (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 December 23, 1983. The fund seeks to provide, consistent with modest price
fluctuation, a high level of income exempt from federal income taxes by investing
primarily in short- and intermediate-term investment-grade municipal securities.

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES

Basis of Preparation The accompanying financial statements were prepared in
accordance with accounting principles generally accepted in the United States of
America (GAAP), which require the use of estimates made by fund management.
Fund management believes that estimates and security valuations are appropriate;
however, actual results may differ from those estimates, and the security valu-
ations reflected in the financial statements may differ from the value the fund
ultimately realizes on the securities. Further, fund management believes no
events have occurred between August 31, 2009 and October 16, 2009, the date
of issuance 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. Premiums and discounts on debt
securities are amortized for financial reporting purposes. 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 on a daily
basis and paid monthly. 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.

New Accounting Pronouncement On March 1, 2009, the fund adopted new account-
ing guidance that requires enhanced disclosures about derivative and hedging
activities, including how such activities are accounted for and their effect on finan-
cial position, performance and cash flows. Adoption of this guidance had no impact
on the fund’s net assets or results of operations.
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NOTE 2 - VALUATION

The fund’s investments are reported at fair value as defined under GAAP. 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 Debt securities are generally traded in the over-the-counter
(OTC) market. Securities with remaining maturities of one year or more at the
time of acquisition are valued at prices furnished by dealers who make markets
in such securities or by an independent pricing service, which considers the yield
or price of bonds of comparable quality, coupon, maturity, and type, as well as
prices quoted by dealers who make markets in such securities. Securities with
remaining maturities of less than one year at the time of acquisition generally use
amortized cost in local currency to approximate fair value. However, if amortized
cost is deemed not to reflect fair value or the fund holds a significant amount of
such securities with remaining maturities of more than 60 days, the securities are
valued at prices furnished by dealers who make markets in such securities or by
an independent pricing service.

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:

Level 1 — quoted prices in active markets for identical securities

Level 2 — observable inputs other than Level 1 quoted prices (includ-
ing, 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 August 31, 2009, all of the fund’s investments were
classified as Level 2.
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NOTE 3 - OTHER INVESTMENT TRANSACTIONS

Purchases and sales of portfolio securities other than short-term and U.S. govern-
ment securities aggregated $186,845,000 and $16,619,000, respectively, for the
six months ended August 31, 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 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 distributions and
composition of net assets are finalized at fiscal year-end; accordingly, tax-basis
balances have not been determined as of August 31, 2009.

The fund intends to retain realized gains to the extent of available capital loss car-
ryforwards. As of February 28, 2009, the fund had $1,744,000 of unused capital

loss carryforwards, of which $1,700,000 expire in fiscal 2015 and $44,000 expire
in fiscal 2016.

At August 31, 2009, the cost of investments for federal income tax purposes was
$854,472,000. Net unrealized gain aggregated $22,903,000 at period-end, of
which $24,952,000 related to appreciated investments and $2,049,000 related to
depreciated 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 0.10% 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
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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 August 31, 2009, the effective annual group fee rate was 0.31%.

In addition, the fund has entered into service agreements with Price Associates
and a wholly owned subsidiary of Price Associates (collectively, Price). Price
Associates computes the daily share price and provides certain other adminis-
trative services to the fund. T. Rowe Price Services, Inc., provides shareholder
and administrative services in its capacity as the fund’s transfer and dividend
disbursing agent. For the six months ended August 31, 2009, expenses incurred
pursuant to these service agreements were $35,000 for Price Associates and
$81,000 for T. Rowe Price 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.

As of August 31, 2009, T. Rowe Price Group, Inc., and/or its wholly owned
subsidiaries owned 10,889,443 shares of the fund, representing 7% of the fund’s
net assets.

25



T. ROWE PRICE TAX-FREE SHORT-INTERMEDIATE FUND

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 1O 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, as well as estimates of the gross profits realized from managing the fund in particular.
The Board concluded that the Manager’s profits were reasonable in light of the services pro-
vided 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 components—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 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 infor-
mation and data supplied by Lipper. The information provided to the Board indicated that the
fund’s management fee rate was above the median for certain groups of comparable funds
but at or below the median for other groups of comparable funds. The information also indi-
cated that 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 managed accounts of the Manager and its affili-
ates. Management informed the Board that the Manager’s responsibilities for privately
managed accounts are more limited than its responsibilities 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 INVESTMENT SERVICES AND INFORMATION

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

INVESTMENT SERVICES AND INFORMATION

KNOWLEDGEABLE SERVICE REPRESENTATIVES

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

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

Automated 24-Hour Services Including Tele*Access™ and account access
through the T. Rowe Price Web site at troweprice.com.

Automatic Investing. From your bank account or paycheck.
Automatic Withdrawal. Scheduled, periodic redemptions.

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

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

Consolidated Statement. Overview of all of your accounts.

Shareholder Reports. Manager reviews of their strategies and results.

T. Rowe Price Report. Quarterly investment newsletter.

T. Rowe Price Investor. Quarterly publication of insightful financial articles.
Insights. Educational reports on investment strategies and markets.

Investment Guides. Investors Portfolio Review; International Investing Guide;
Guide to Bond Funds; On Track Retirement Savings Guide; and Retirement
Readiness Guide.

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

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

Please contact your intermediary or financial professional for assistance.

+ Option trading involves additional risk and is not suitable for all investors. Brokerage services offered by
T. Rowe Price Investment Services, Inc., member FINRA/SIPC.
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troweprice.com

LQG IN AND MANAGE YOUR INVESTMENTS ONLINE troweprice.com/access

We offer a consolidated view of your T. Rowe Price mutual fund and brokerage
accounts. You can sort accounts, customize their groupings, and/or grant View
Access to others as you see fit. Analyze your portfolio with Portfolio Growth
Tracker. Track the historical growth of your mutual fund investments over time.
The analysis consists of three components: Activity Summary, Asset Allocation,
and Net Investment versus Market Value.

ONLINE SERVICING troweprice.com/paperless

Enroll to receive your transaction confirmations, investor statements, prospec-
tuses, and shareholder reports online instead of by U.S. mail. You will receive an
e-mail with a link to our Web site informing you that your document is available to
view online, print, or download. For your convenience and recordkeeping purposes,
you will continue to receive your end-of-year summary statement by mail.

Join our E-mail Program to receive market and fund information by e-mail.
Receive timely market reports, performance on T. Rowe Price mutual funds, invest-
ment and market insights from T. Rowe Price managers, and more.

INVESTMENT GUIDANCE AND TOOLS troweprice.com/planningtools

Personal Guides provide you with information that can help you, in a few easy
steps, match investments with your financial objectives.

Morningstar® Portfolio Manager (formerly Portfolio Tracker) enables you to
track, rebalance, and analyze your portfolio.

Morningstar Portfolio X-Ray® is a comprehensive tool that provides an in-depth
examination of your exposure to different sectors, stock types, sub-asset classes,
and global diversification.

This secure site is designed for professional financial intermediaries and advisors.
Financial professionals may access daily prices and historical performance on
mutual funds; view market research, manager commentary, and sales ideas; and
access literature and forms. For U.S. technical assistance, call 1-888-358-8490
or e-mail us at onlinehelp@troweprice.com. For non-U.S. technical assistance,
call +1 (410) 345 4400 or contact us via e-mail.
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T. ROWE PRICE PLANNING TOOLS AND SERVICES

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

T. ROWE PRICE RETIREMENT SERVICES

T. Rowe Price offers unique retirement services that can help you meet a broad
variety of planning challenges. Our retirement tools are suitable for individuals,
the self-employed, small businesses, corporations, and nonprofit organizations.
For more information, call 1-800-IRA-5000 or visit our Web site at
troweprice.com/retirement.

Rollover IRAs. When you are changing jobs, retiring, or deciding what to do with
the money left in a former employer’s retirement plan, a Rollover IRA can be the
smart move. Call toll-free 1-800-IRA-5000. Our rollover specialists can open your
account over the phone and handle most of the paperwork for you. They’ll even
contact your former employer to help move your money.

Roth IRAs. Your contributions can grow tax-deferred for retirement and distributions
are potentially tax-free. Open your account over the phone by calling 1-800-IRA-5000
or online at troweprice.com/ira.

Traditional IRAs. Call 1-800-IRA-5000 or visit troweprice.com/ira to open one
of these tax-deferred retirement accounts. In some cases, contributions may be
tax-deductible.

Small Business Retirement Plans. If you're self-employed or run a small business
or professional practice, T. Rowe Price can help you establish a cost-effective retire-
ment plan that's easy to set up and maintain.

403(b) Custodial Accounts. For those employed by a school, university, church,
or other nonprofit organization.

No-Load Variable Annuities.

T. Rowe Price Advisory Planning Services offers a wide range of services that
provide expert advice based on your individual needs and financial goals, including
consultations with an advisory counselor. Please contact one of our specialists at
1-800-844-9424 to determine the most appropriate service to fit your needs.*

* Services offered by T. Rowe Price Advisory Services, Inc., a federally registered investment adviser. There
may be costs associated with these services.
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T. ROWE PRICE MUTUAL FUNDS
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STOCK FUNDS

Domestic

Blue Chip Growth*

Capital Appreciation *

Capital Opportunity *
Diversified Mid-Cap Growth
Diversified Small-Cap Growth
Dividend Growth *

Equity Income *

Equity Index 500

Extended Equity Market Index
Financial Services

Growth & Income

Growth Stock *

Health Sciences

Media & Telecommunications
Mid-Cap Growth*

Mid-Cap Value *

New America Growth *

New Era

New Horizons

Real Estate*

Science & Technology *
Small-Cap Stock *

Small-Cap Value *

Spectrum Growth
Tax-Efficient Equity

Total Equity Market Index
U.S. Large-Cap Core*

Value *

ASSET ALLOCATION FUNDS

Balanced

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

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

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

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 *

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.

T.RowePrice‘ﬁf\

INVEST WITH CONFIDENCE

T. Rowe Price Investment Services, Inc.

100 East Pratt Street

Baltimore, MD 21202
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