
PUTNAM MANAGED MUNICIPAL INCOME TRUST
Form N-14 8C/A
September 12, 2007

As filed with the Securities and Exchange Commission on September 12, 2007

Registration No. 333-145143

(Investment Company Act Registration Number 811-5740)

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM N-14

REGISTRATION STATEMENT UNDER THE SECURITIES ACT OF 1933

Pre-Effective Amendment No. 1

Post-Effective Amendment No. ____

PUTNAM MANAGED MUNICIPAL INCOME TRUST
(Exact Name of Registrant as Specified in Charter)

___________________________

One Post Office Square

Boston, Massachusetts 02109

(Address of Principal Executive Offices)

617-292-1000

(Area Code and Telephone Number)

Beth S. Mazor

Putnam Managed Municipal Income Trust

One Post Office Square

Boston, Massachusetts 02109

(Name and Address of Agent for Service)

___________________________

With copies to:

John W. Gerstmayr, Esq.

Ropes & Gray LLP

One International Place

Boston, Massachusetts 02110

___________________________

Edgar Filing: PUTNAM MANAGED MUNICIPAL INCOME TRUST - Form N-14 8C/A

1



Calculation of Registration Fee under the Securities Act of 1933:

Proposed Maximum

Title of Securities Being Amount Being Proposed Maximum Aggregate Offering Amount of Registration

Registered Registered Offering Price Per Unit Price Fee

Common Shares of 18,238,112 $8.17(1) $149,005,373 $4,574.46 

beneficial interest

Preferred Shares $45,000,000 $1,381.50 

(1) Net asset value per share for Common Shares on July 31, 2007.

Approximate Date of Proposed Public Offering: As soon as practicable after the effective date of this Registration Statement.

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay its effective date until the Registrant shall file a
further amendment which specifically states that this Registration Statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act
of 1933, as amended, or until the Registration Statement shall become effective on such date as the Commission, acting pursuant to said Section 8(a), may
determine.

Important information for shareholders of

PUTNAM MANAGED MUNICIPAL INCOME TRUST AND PUTNAM HIGH YIELD MUNICIPAL TRUST

The document you hold in your hands is a combined prospectus/proxy statement and was
delivered with a proxy card. A proxy card is, in essence, a ballot. When you fill out your
proxy card, it tells us how to vote on your behalf on important issues relating to your fund. If
you complete and sign the proxy, we�ll vote it exactly as you tell us. If you simply sign the
proxy, we�ll vote it in accordance with the Trustees� recommendations on pages 18 and 19.

We urge you to review the prospectus/proxy statement carefully, and to provide your voting
instructions by using any of the methods shown on your proxy card. When shareholders don�t
return their proxies in sufficient numbers, we have to make follow-up solicitations, which
can cost your fund money.

We want to know how you would like to vote and welcome your comments. Please take a
few minutes with these materials and return your proxy to us.

Table of Contents
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PROXY CARD ENCLOSED

If you have any questions, please contact us at 1-800-301-3998, the toll-free number we have set up for you, or call your financial representative.

A Message from the Chairman

Dear Putnam Managed Municipal Income Trust Shareholder:

I am writing to you to ask for your vote on an important matter that affects your investment in Putnam Managed
Municipal Income Trust (�Managed Municipal Income Trust�). While you are, of course, welcome to join us at
Managed Municipal Income Trust�s meeting, most shareholders cast their vote by filling out and signing the enclosed
proxy card, by calling or by voting via the Internet.

We are asking for your vote on the following:

1. Approval of the proposed merger of Putnam High Yield Municipal Trust (�High Yield Municipal Trust�) into
Managed Municipal Income Trust. In this merger, common shares of High Yield Municipal Trust would, in effect, be
exchanged, on a tax-free basis, for new common shares of Managed Municipal Income Trust with an equal net asset
value, and preferred shares of High Yield Municipal Trust would, in effect, be exchanged for new preferred shares of
Managed Municipal Income Trust with an equal aggregate liquidation preference. (To be voted on by common and
preferred shareholders.)

2. Approval of (a) the authorization of $45 million of additional preferred shares of Managed Municipal Income Trust
to be exchanged for existing preferred shares of High Yield Municipal Trust as described in Proposal 1 above and (b)
a two-for-one stock-split of the Series C preferred shares of Managed Municipal Income Trust and a corresponding
reduction in liquidation preference from $100,000 per share to $50,000 per share, in order to facilitate the proposed
merger. (To be voted on by preferred shareholders only.)

The investment objectives of Managed Municipal Income Trust and High Yield Municipal Trust are identical. Both
are leveraged closed-end funds seeking as high a level of current income exempt from federal income tax as Putnam
Management believes is consistent with the preservation of capital. Although the proposed merger is not expected to
materially affect the operation of your fund, we are required by your fund�s Agreement and Declaration of Trust and by
the rules of the New York Stock Exchange to solicit your vote on these matters.
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If shareholders approve the proposed merger and certain conditions are met, the merger is expected to take place in
October 2007.

The Trustees of Managed Municipal Income Trust have carefully reviewed the terms of the proposals and
unanimously recommend that shareholders approve them. The Trustees expect that, as a result of the proposed merger,
shareholders of Managed Municipal Income Trust will benefit from participation in a larger combined fund with a
lower expense ratio. Other potential benefits, and potential disadvantages, of the proposals are discussed in the
prospectus/proxy statement, which we urge you to review carefully.

I�m sure that you, like most people, lead a busy life and are tempted to put this proxy aside for another day. Please
don�t. When shareholders do not return their proxies, their fund may have to incur the expense of follow-up
solicitations. All shareholders benefit from the speedy return of proxies.

Your vote is important to us. We appreciate the time and consideration I am sure you will give this important matter.
If you have questions about the proposal, please call 1-800-301-3998, or call your financial representative.

Sincerely yours,

John A. Hill
Chairman of the Trustees

i

A Message from the Chairman

Dear Putnam High Yield Municipal Trust Shareholder:

I am writing to you to ask for your vote on an important matter that affects your investment in Putnam High Yield
Municipal Trust (�High Yield Municipal Trust�). While you are, of course, welcome to join us at High Yield Municipal
Trust�s meeting, most shareholders cast their vote by filling out and signing the enclosed proxy card, by calling or by
voting via the Internet. We are asking for your vote on the following:

1. Approval of the proposed merger of High Yield Municipal Trust into Putnam Managed Municipal Income Trust
(�Managed Municipal Income Trust�). In this merger, common shares of High Yield Municipal Trust would, in effect,
be exchanged, on a tax-free basis, for new common shares of Managed Municipal Income Trust with an equal net
asset value, and preferred shares of High Yield Municipal Trust would, in effect, be exchanged for new preferred
shares of Managed Municipal Income Trust with an equal aggregate liquidation preference. The proposed merger
would be accomplished in two steps, each of which requires the approval of common and preferred shareholders of
High Yield Municipal Trust:

(a) conversion of High Yield Municipal Trust from a Massachusetts business trust into a Massachusetts limited
liability company; and

(b) merger of the converted High Yield Municipal Trust with and into Managed Municipal Income Trust.

The investment objectives of Managed Municipal Income Trust and High Yield Municipal Trust are identical. Both
are leveraged closed-end funds seeking as high a level of current income exempt from federal income tax as Putnam
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Management believes is consistent with the preservation of capital.

If shareholders approve the proposed merger and certain conditions are met, the merger is expected to take place in
October 2007.

The Trustees of High Yield Municipal Trust have carefully reviewed the terms of the proposal and unanimously
recommend that shareholders approve the merger. The Trustees expect that, as a result of the proposed merger,
shareholders of High Yield Municipal Trust will benefit from participation in a larger combined fund. Other potential
benefits, and potential disadvantages, of the proposals are discussed in the prospectus/proxy statement, which we urge
you to review carefully.

I�m sure that you, like most people, lead a busy life and are tempted to put this proxy aside for another day. Please
don�t. When shareholders do not return their proxies, their fund may have to incur the expense of follow-up
solicitations. All shareholders benefit from the speedy return of proxies.

Your vote is important to us. We appreciate the time and consideration I am sure you will give this important matter.
If you have questions about the proposal, please call 1-800-301-3998, or call your financial representative.

Sincerely yours,

John A. Hill
Chairman of the Trustees

ii

PUTNAM MANAGED MUNICIPAL INCOME TRUST AND
PUTNAM HIGH YIELD MUNICIPAL TRUST

Notice of a Joint Special Meeting of Shareholders
* This is the formal agenda for the joint shareholder meeting of Putnam Managed Municipal Income Trust (�Managed Municipal
Income Trust�) and Putnam High Yield Municipal Trust (�High Yield Municipal Trust�). It tells you what matters will be voted on and the
time and place of the meeting, in the event that you attend in person.

To the Shareholders of Managed Municipal Income Trust:

A Special Meeting of Shareholders of Managed Municipal Income Trust will be held October 22, 2007 at 11:00 a.m. Eastern time, on the 12th
Floor of One Post Office Square, Boston, Massachusetts, to consider the following:

1. A proposal to merge High Yield Municipal Trust with and into Managed Municipal Income Trust, which shall require the following
shareholder action:

a. Approval of an Agreement and Plan of Merger that provides that High Yield Municipal Trust will merge with and into Managed
Municipal Income Trust. See page 2. (To be voted on by common and preferred shareholders separately.)

2. A proposal regarding the preferred shares of Managed Municipal Income Trust which shall require the following shareholder
actions:

a. Approval of the authorization, creation and issuance of additional preferred shares of Managed Municipal Income Trust with an
aggregate liquidation preference of $45 million. See page 19. (To be voted on by preferred shareholders only.)
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b. Approval of a two-for-one stock-split of the Series C preferred shares of Managed Municipal Income Trust and a corresponding
reduction in liquidation preference from $100,000 per share to $50,000 per share. See page 19. (To be voted on by preferred
shareholders only.)

To the Shareholders of High Yield Municipal Trust:

A Special Meeting of Shareholders of High Yield Municipal Trust will be held October 22, 2007, at 11:00 a.m. Eastern time, on the 12th Floor
of One Post Office Square, Boston, Massachusetts, to consider the following:

1. A proposal to merge High Yield Municipal Trust with and into Managed Municipal Income Trust, which shall require the following
shareholder actions:

a. Approval of a Plan of Entity Conversion providing for the conversion of High Yield Municipal Trust from a Massachusetts business
trust to a Massachusetts limited liability company (the �Conversion�). See page 2. (To be voted on by common and preferred
shareholders separately.)

b. Approval of an Agreement and Plan of Merger providing that, following the Conversion, High Yield Municipal Trust will merge with
and into Managed Municipal Income Trust pursuant to the Massachusetts Limited Liability Company Act. See page 2. (To be voted on
by common and preferred shareholders separately.)

By Judith Cohen, Clerk, on behalf of the Trustees:

John A. Hill, Chairman
Jameson A. Baxter, Vice Chairman
Charles E. Haldeman, Jr., President

Charles B. Curtis
Robert J. Darretta
Myra R. Drucker
Paul L. Joskow
Elizabeth T. Kennan
Kenneth R. Leibler
Robert E. Patterson
George Putnam, III
W. Thomas Stephens
Richard B. Worley

THE TRUSTEES URGE YOU TO MARK, SIGN, DATE AND MAIL THE ENCLOSED PROXY IN THE POSTAGE-PAID
ENVELOPE PROVIDED OR, IF YOU HOLD COMMON SHARES OF A FUND, TO RECORD YOUR VOTING INSTRUCTIONS
BY AUTOMATED TELEPHONE OR VIA THE INTERNET SO THAT YOU WILL BE REPRESENTED AT THE MEETING.

September 17, 2007

1

Prospectus/Proxy Statement
September 17, 2007

Merger of: With and into:
Putnam High Yield Putnam Managed
Municipal Trust Municipal Income Trust
(�High Yield (�Managed Municipal
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Municipal Trust�) Income Trust�)
One Post Office Square One Post Office Square

Boston, Massachusetts 02109 Boston, Massachusetts 02109

(617) 292-1000 (617) 292-1000

This Prospectus/Proxy Statement relates to the proposed merger of High Yield Municipal Trust with and into Managed Municipal Income Trust.
As a result of the proposed merger, each holder of High Yield Municipal Trust�s common shares will receive a number of full and fractional
common shares of Managed Municipal Income Trust equal in value at the date of the exchange to the total value of the shareholder�s common
shares of High Yield Municipal Trust. Similarly, each holder of High Yield Municipal Trust�s preferred shares will receive a number of full and
fractional preferred shares of Managed Municipal Income Trust with an equal aggregate liquidation preference. The Notice of Special Joint
Meeting, the proxy card and this Prospectus/Proxy Statement are being mailed on or about September 17, 2007. The Prospectus/Proxy Statement
explains concisely what you should know before voting on the matters described herein or investing in Managed Municipal Income Trust, a
diversified, closed-end management investment company. Please read this Prospectus/Proxy Statement and keep it for future reference.

The statement of additional information relating to the proposed merger, dated September 17, 2007 (the �Merger SAI�), along with the other
documents identified below, has been filed with the Securities and Exchange Commission (the �SEC�) and is incorporated by reference into this
Prospectus/Proxy Statement. Shareholders may obtain free copies of any document incorporated by reference into this Prospectus/Proxy
Statement, request other information about the funds or make shareholder inquiries by contacting their financial representative, by visiting the
Putnam Investments website at www.putnam.com, or by calling Putnam Investments toll-free at 1-800-225-1581. This information may also be
obtained by contacting the SEC, as described below.

The securities offered by this Prospectus/Proxy Statement have not been approved or disapproved by the SEC, nor has the SEC passed
upon the accuracy or adequacy of this Prospectus/Proxy Statement. Any representation to the contrary is a criminal offense.

The following documents have been filed with the SEC and are incorporated by reference into this Prospectus/Proxy Statement:

(i) the Merger SAI;

(ii) the Performance Summary, Report of Independent Registered Public Accounting Firm and financial statements included in Managed
Municipal Income Trust�s Annual Report to Shareholders for the fiscal year ended October 31, 2006;

(iii) the unaudited financial statements included in Managed Municipal Income Trust�s Semiannual Report to Shareholders for the period ended
April 30, 2007; and

(iv) the Performance Summary, Report of Independent Registered Public Accounting Firm and financial statements included in High Yield
Municipal Trust�s Annual Report to Shareholders for the fiscal year ended March 31, 2007.

Shares of Managed Municipal Income Trust are not deposits or obligations of, or guaranteed or endorsed by, any financial institution,
are not insured by the Federal Deposit Insurance Corporation, the Federal Reserve Board or any other agency, and involve risk,
including the possible loss of principal amount invested.

This document will give you the information you need to vote on the proposals. Much of the information contained in this Prospectus/Proxy
statement is required by SEC rules; some of it is technical. If there is anything you don�t understand, please contact us at our toll-free number,
1-800-780-7316, or call your financial representative. Managed Municipal Income Trust and High Yield Municipal Trust are in the family of
funds managed by Putnam Investment Management, LLC

2

(�Putnam Management�). Managed Municipal Income Trust and High Yield Municipal Trust are collectively referred to herein as the �funds,� and
each is referred to individually as a �fund.�

The common shares of Managed Municipal Income Trust and High Yield Municipal Trust are listed on the New York Stock Exchange (the
�NYSE�) under the symbols �PMM� and �PYM,� respectively. You may inspect reports, proxy material and other information concerning each of the
funds at the NYSE.
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The funds are subject to the informational requirements of the Securities Exchange Act of 1934, as amended (the �1934 Act�) and the Investment
Company Act of 1940, as amended (the �1940 Act�), and, as a result, file reports and other information with the SEC. You may review and copy
information about the funds, including the Merger SAI, at the SEC�s public reference room at 100 F Street, N.E., Room 1580, Washington, D.C.
20549. You may call the SEC at 1-202-551-8090 for information about the operation of the public reference room. You may obtain copies of
this information, with payment of a duplication fee, by electronic request at the following email address: pub-licinfo@sec.gov, or by writing the
SEC�s Public Reference Section, Washington, D.C. 20549. You may also access reports and other information about the funds on the EDGAR
Database on the SEC�s Internet site at http://www.sec.gov.

I. PROPOSAL REGARDING APPROVAL OF MERGER AND RELATED TRANSACTIONS

A. Questions and Answers

The responses to the questions that follow provide an overview of key points typically of concern to shareholders considering a proposed
merger between closed-end funds. These responses are qualified in their entirety by the remainder of the Prospectus/Proxy Statement,
which contains additional information and further details regarding the proposed merger.

1. What is being proposed?

The Trustees of the funds are recommending that shareholders approve the transactions whereby High Yield Municipal Trust will be merged
with and into Managed Municipal Income Trust, as contemplated by the transaction documents described in more detail under �Information about
the Proposed Merger �Merger Documents.� If approved by shareholders, the assets and liabilities of High Yield Municipal Trust will become
assets and liabilities of Managed Municipal Income Trust, and the outstanding common and preferred shares of High Yield Municipal Trust will,
in effect, be exchanged for common and preferred shares, respectively, of Managed Municipal Income Trust (the �Common Merger Shares� and
the �Preferred Merger Shares,� respectively, and together, the �Merger Shares�) with an aggregate value equal to the value of High Yield Municipal
Trust�s assets net of liabilities (other than liabilities consisting of the aggregate liquidation preference of High Yield Municipal Trust�s outstanding
preferred shares).

2. What will happen to my shares as a result of the merger?

If you are a shareholder of High Yield Municipal Trust, your common shares will, in effect, be exchanged on a tax-free basis for common shares
of Managed Municipal Income Trust with an equal aggregate net asset value on the date of the merger. It is possible, however, that the market
value of such shares may differ. See the response to question 12 below. Your preferred shares of High Yield Municipal Trust will, in effect, be
exchanged on a tax-free basis for preferred shares of Managed Municipal Income Trust with an equal aggregate liquidation preference and
substantially the same terms.

If you are a shareholder of Managed Municipal Income Trust, your common and preferred shares of Managed Municipal Income Trust will not
be affected by the merger, but will represent interests in a larger fund

3

pursuing the same investment goals, strategies and policies and subject to similar restrictions.

3. Why are the Trustees proposing the merger?

As discussed in more detail below, the funds have identical investment goals and strategies and have substantially similar policies and
restrictions. The Trustees are recommending the merger to allow shareholders to benefit from the larger asset size and, in the case of Managed
Municipal Income Trust, lower expense ratio of the combined fund, without significantly changing the nature of their investment. The same
management team that is responsible for day-to-day management of each fund will continue to be responsible for the management of the
combined fund.

The Trustees of the Putnam Funds, who serve as Trustees of each fund involved in the proposed merger, have carefully considered the
anticipated benefits and costs of the proposed merger to shareholders of the funds. The Trustees of the funds, including all of the Trustees who
are not �interested persons� (as defined in the 1940 Act) of the funds or Putnam Management (referred to as �Independent Trustees� throughout this
Prospectus/Proxy Statement), have determined that the proposed merger is in the best interests of shareholders of the funds and that the interests
of the existing shareholders of each fund would not be diluted by the proposed merger. For a detailed discussion of the Trustees� deliberations,
see �Information about the Proposed Merger � Trustees� Considerations Relating to Proposed Merger.�The Trustees unanimously recommend
that shareholders vote FOR approval of the proposed merger.
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4. How do the investment goals, strategies, policies and restrictions of the funds compare?

Investment Goals and Strategies

The investment goals of the funds are identical. Each fund seeks to provide as high a level of current income exempt from federal income tax as
Putnam Management believe is consistent with preservation of capital. Additionally, under normal market conditions, each fund invests at least
80% of its respective assets in tax-exempt municipal securities.

Investment Policies and Restrictions

The funds have substantially similar investment policies and restrictions. The funds� restrictions regarding the issuance of senior securities and
securities lending reflect minor differences, which are explained in more detail below under �Information about the Funds �Investment
Restrictions.� Putnam Management does not anticipate that a significant portion of High Yield Municipal Trust�s portfolio securities will be
disposed of in connection with the merger.

5. How do the management fees and other expenses of the funds compare, and what are they estimated to be following
the merger?

The following table summarizes the fees and expenses you may pay when investing in the funds, the annual operating expenses for each fund,
and the pro forma expenses of Managed Municipal Income Trust, assuming consummation of the proposed merger and based on pro forma
combined assets as of April 30, 2007.

Expenses for each fund are based on amounts incurred during the fiscal year ended October 31, 2006 for Managed Municipal Income Trust and
for the fiscal year ended March 31, 2007 for High Yield Municipal Trust. Please see �Information about the Proposed Merger � Trustees�
Considerations Related to the Proposed Merger� for more information on the expenses for each fund.

Managed

Municipal

Income Trust

(pro forma

Managed High Yield combined with

Shareholder Municipal Municipal High Yield

transaction expenses Income Trust Trust Municipal Trust)

Maximum sales charge

imposed on purchases

(as a percentage of

offering price) None(a) None(a) None(a)

Dividend Reinvestment

Plan None(b) None(b) None(b)

Managed

Municipal

Annual Fund Income Trust

Operating expenses (pro forma

(Expenses that Managed High Yield combined with

are deducted Municipal Municipal High Yield

from fund assets)* Income Trust� Trust�� Municipal Trust)**

Management Fees*** 0.81 %* 0.70 %* 0.78%*
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Other Expenses 0.30% 0.34% 0.25%

Total Annual

Fund Operating

Expenses**** 1.11 % 1.04% 1.03%

(a) Shares of each fund purchased on the secondary market are not subject to sales charges, but may be subject to brokerage commissions or
other charges. The table does not include any underwriting commission paid by shareholders in the initial offering of each fund.

(b) Each participant in a fund�s dividend reinvestment plan pays a proportionate share of the brokerage commissions incurred with respect to open
market purchases in connection with such plan. With respect to each fund�s last fiscal year, participants in the Plan incurred brokerage
commissions representing $0.03 per share. Beginning with dividends declared in October 2007, High Yield Municipal Trust�s Plan has been
suspended indefinitely.

4

� For the fiscal year ended 10/31/06.

�� For the fiscal year ended 3/31/07.

* Includes management fees on preferred share assets. Management fees for Managed Municipal Income Trust have been restated to reflect fees
payable under the Management Contract that became effective on January 1, 2006.

** Does not reflect non-recurring expenses that each fund is expected to incur in connection with the mergers. If such expenses had been reflected,
pro forma �other expenses� would have been 0.32% and pro forma �Total Annual Fund Operating Expenses� would have been 1.10% .

*** Although the management fee rates will not change in connection with the merger, the pro forma combined fund would have proportionately
more leverage through preferred shares than High Yield Municipal Trust and proportionately less leverage than Managed Municipal Income Trust.

The expenses of the funds in the table above are calculated as of different dates (each fund�s fiscal year end). Please see �Trustees�
Considerations Relating to the Proposed Merger � Operating Expenses� for a comparison of expenses as of April 30, 2007.

**** Expressed as a percentage of assets attributable to common shares.

The tables are provided to help you understand the expenses of investing in the funds and your share of the operating expenses that each fund
incurs and that Putnam Management expects the combined fund to incur in the first year following the merger. Please note that, in the expense
table, it is assumed that all dividends and distributions are reinvested at net asset value, although some participants in the funds� Dividend
Reinvestment Plan may receive shares at the market price in effect at that time, if the market price is below the per-share net asset value.

Examples

These examples translate the expenses shown in the preceding table into dollar amounts. By doing this, you can more easily compare the cost of
investing in the funds. The examples make certain assumptions. They assume that you invest $1,000 in common shares of a fund for the time
periods shown and then redeem all your shares at the end of those periods. They also assume, as required by the SEC, a 5% return on your
investment each year and that a fund�s operating expenses remain the same. The examples are hypothetical; your actual costs and returns may be
higher or lower.

1 Year 3 Years 5 Years 10 Years

Managed Municipal

Income Trust $11 $35 $61 $135

High Yield Municipal Trust $11 $33 $57 $127
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Managed Municipal Income

Trust (pro forma combined

with High Yield Municipal Trust) $11 $33 $57 $126

6. How does the investment performance of the funds compare?

The following information provides some indication of each fund�s risks. The chart shows year-to-year changes in the net asset value
performance of each fund�s common shares. The table following the chart compares each fund�s performance to that of a broad measure of market
performance. Of course, a fund�s past performance is not an indication of future performance.

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

Year-to-date performance through June 30, 2007 for Managed Municipal Income Trust�s shares was 0.41% (at net asset value) and 5.02% (at
market price) and for High Yield Municipal Trust was 0.68% (at net asset value) and 4.59% (at market price). During the periods shown in the
bar chart, Managed Municipal Income Trust�s highest return at net asset value for a quarter was 6.09% (quarter ended 6/30/03) and lowest return
for a quarter was �2.83% (quarter ended 12/31/99); and High Yield Municipal Trust�s highest return at net asset value for a quarter was 4.33%
(quarter ended 6/30/03) and lowest return for a quarter was �1.84% (quarter ended 6/30/04).

5

Average Annual Total Returns Past Past Past

(for periods ended 4/30/07) 1 year 5 years 10 years

Managed Municipal Income Trust 
Common shares

(at net asset value) 6.75% 6.93% 5.43%

Common shares

(at market price) 15.40% 6.81% 3.74%

High Yield Municipal Trust 
Common shares

(at net asset value) 7.41% 6.34% 5.20%

Common shares

(at market price) 14.50% 6.10% 3.33%

Lehman Municipal Bond Index 
(no deduction for fees,

expenses or taxes) 5.78% 5.16% 5.81%

Like the bar chart above, the information does not reflect any brokerage commissions associated with the purchase of shares of the funds on the
NYSE or any sales charges paid in the funds� initial public offerings. Each fund�s performance is compared to the Lehman Municipal Bond Index,
an unmanaged index of long-term, fixed-rate, investment-grade, tax-exempt bonds. It is not possible to invest directly in the index.

7. What are the federal income tax consequences of the proposed merger?
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For federal income tax purposes, no gain or loss is expected to be recognized by High Yield Municipal Trust or its shareholders as a result of the
proposed merger, and the aggregate tax basis of the Merger Shares received by each shareholder of High Yield Municipal Trust in the merger
will be the same as the aggregate tax basis of the shareholder�s High Yield Municipal Trust�s shares. However, because the merger will end the
tax year of High Yield Municipal Trust, the merger may accelerate distributions from High Yield Municipal Trust to its shareholders. At any
time prior to the consummation of the merger, a shareholder may sell shares on the NYSE, likely resulting in recognition of gain or loss to such
shareholder for federal income tax purposes. Certain other tax consequences are discussed under �Information about the Proposed Merger �
Federal Income Tax Consequences.�

8. Will my dividend be affected by the proposed merger?

The Trustees do not expect that the shareholders of the funds will see any material change in the dividends they receive as a result of the
proposed merger, although there can be no assurance that this will be the case. As of April 30, 2007, the current dividend rates for common
shares of Managed Municipal Income Trust and High Yield Municipal Trust were 4.92% and 4.89%, respectively; and the estimated dividend
rate for common shares of Managed Municipal Income Trust on a pro forma basis, after giving effect to the merger of High Yield Municipal
Trust, would be 4.95% . As of June 29, 2007, the SEC yields for common shares of Managed Municipal Income Trust and High Yield Municipal
Trust were 3.94% and 3.99%, respectively. Over the longer term, the level of dividends will depend on market conditions, the amount of the
preferred shares Managed Municipal Income Trust may from time to time have outstanding and the ability of Putnam Management to invest
Managed Municipal Income Trust�s assets, including those received from High Yield Municipal Trust in the merger, in securities meeting
Managed Municipal Income Trust�s investment goal and policies.

Managed Municipal Income Trust will not permit any holder of certificated common shares of High Yield Municipal Trust at the time of the
merger to receive cash dividends or other distributions, transfer your Common Merger Shares or pledge Common Merger Shares until the
certificates for shares of High Yield Municipal Trust have been surrendered to Putnam Fiduciary Trust Company, the fund�s transfer agent, or, in
the case of lost certificates, until an adequate surety bond has been posted. To obtain information on how to return your share certificates for
High Yield Municipal Trust if and when the merger is completed, please call Putnam Investor Services, a division of Putnam Fiduciary Trust
Company, at 1-800-225-1581.

If a shareholder is not, for the reasons above, permitted to receive cash dividends or other distributions on Common Merger Shares, Managed
Municipal Income Trust will pay all such dividends and distributions in additional shares, notwithstanding any election the shareholder may
have made previously to receive dividends and distributions on shares of High Yield Municipal Trust in cash.

9. Do the procedures for purchasing and selling shares of the funds differ?

The procedures for purchasing and selling shares of each fund are identical and are not expected to change. As closed-end funds, the funds do
not redeem outstanding shares or continuously offer shares. The funds� shares currently may be bought and sold at prevailing market prices on
the NYSE. Managed Municipal Income Trust will apply to list the Common Merger Shares on the NYSE. It is a condition to the closing of the
proposed merger that the Common Merger Shares be accepted for listing.
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10. How will I be notified of the outcome of the proposed merger?

If you are a shareholder of High Yield Municipal Trust, you will receive confirmation after the merger is completed, indicating your new
account number, and the number of shares of Managed Municipal Income Trust you are receiving. Shareholders of Managed Municipal Income
Trust will be notified of the merger in the fund�s next annual or semi-annual report. To obtain information on how to return any share certificates
you have for High Yield Municipal Trust, please call Putnam Investor Services at 1-800-225-1581.

If the proposed merger is not approved, shareholders of High Yield Municipal Trust will be notified and the results of the meeting will be
provided in the next annual or semiannual report of the fund.

11. Will the number of shares I own change?

If you hold common shares of High Yield Municipal Trust, the number of common shares you own will change but the total net asset value of
the common shares of Managed Municipal Income Trust you receive will equal the total net asset value of the common shares of High Yield
Municipal Trust that you hold at the time High Yield Municipal Trust�s common shares are valued for purposes of the merger. If you are a
shareholder of Managed Municipal Income Trust common shares, the number of Managed Municipal Income Trust shares you own will not
change. Even though the net asset value per common share of each fund is different, the total net asset value of a common shareholder�s holdings
will not change as a result of the merger. Of course, the Common Merger Shares may trade at a discount from net asset value, which might be
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greater or less than the trading discount of High Yield Municipal Trust�s common shares at the time of the merger.

If you hold preferred shares of High Yield Municipal Trust, it is anticipated that you will receive one Series C preferred share of Managed
Municipal Income Trust for each preferred share you currently own as a result of the difference in liquidation preference for preferred shares of
Managed Municipal Income Trust. The preferred shares you receive will bear the same aggregate liquidation preference and dividend period as
the shares you currently own. If you hold Series A or Series B preferred shares of Managed Municipal Income Trust, the number of preferred
shares of Managed Municipal Income Trust you own will not change as a result of the proposed merger. If the proposed two-for-one stock-split
and corresponding reduction in the liquidation preference of Series C preferred shares is approved, the holders of Managed Municipal Income
Trust�s Series C preferred shares will receive two shares for every share they currently own. See "Proposal Regarding Preferred Shares of
Managed Municipal Income Trust" below. Regardless of which series you own, the aggregate liquidation preference of the preferred shares of
Managed Municipal Income Trust you own will remain the same.

12. Will the market value of my investment change?

Common shares of each fund are expected to continue to be traded on NYSE until the time of the merger. Putnam Management will announce
any a suspension in advance of the date such suspension begins. Shares of the funds may at times trade at a market price greater or less than net
asset value. During recent years, shares of the funds have consistently traded at a discount to net asset value. Depending on market conditions
immediately prior to the exchange, common shares of Managed Municipal Income Trust may trade at a greater or smaller discount or premium
to net asset value than common shares of High Yield Municipal Trust, which would cause the Common Merger Shares to have a market value
that is greater or less than the current market value the common shares of High Yield Municipal Trust.

13. Who will be paying the expenses associated with the proposed merger?

All fees and expenses, including legal and accounting expenses or other similar expenses incurred in connection with the consummation of the
proposed merger, will be allocated ratably among the funds in proportion to their net assets, whether or not the mergers are consummated,
except that the costs of proxy materials and proxy solicitations for each fund will be borne by that fund only and the costs of SEC filings will be
borne by Managed Municipal Income Trust only. See �Trustees Considerations Relating to the Proposed Merger �Transaction costs of the
proposed mergers� for more information.

14. Why is the vote of Managed Municipal Income Trust�s shareholders being solicited?

Although Managed Municipal Income Trust will continue its legal existence and operations as presently conducted, we are required by the fund�s
Agreement and Declaration and by the rules of the NYSE to solicit the vote of Managed Municipal Income Trust�s shareholders in this matter. In
addition, because the proposed merger involves the issuance by Managed Municipal
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Income Trust of preferred shares (the Preferred Merger Shares), and a two-for-one stock-split for Series C preferred shares of Managed
Municipal Income Trust and a corresponding reduction in liquidation preference, Managed Municipal Income Trust�s Bylaws require the
approval of existing preferred shareholders of Managed Municipal Income Trust of such issuance. Managed Municipal Income Trust�s Bylaws
will be amended to reflect that the Preferred Merger Shares have been authorized and the stock-split regarding Series C preferred shares has
been approved.

15. What percentage of shareholders� votes are required to approve the proposed merger?

The proposed merger will not occur unless a majority of the outstanding common and preferred shares of High Yield Municipal Trust entitled to
vote (each class voting separately) approve the Conversion (as hereinafter defined) and the preferred shares of beneficial interest of Managed
Municipal Income Trust have approved the authorization of Preferred Merger Shares. Assuming such approvals, the proposed merger will
require the �yes� vote of the holders of:

* a majority of the outstanding common and preferred shares of beneficial interest of Managed Municipal Income Trust entitled to vote (each
class voting separately), and

* a majority of the outstanding common and preferred shares of beneficial interest of High Yield Municipal Trust entitled to vote (each class
voting separately).

B. Risk Factors

Edgar Filing: PUTNAM MANAGED MUNICIPAL INCOME TRUST - Form N-14 8C/A

13



What are the main investment strategies and related risks of Managed Municipal Income Trust and how do they compare with those of High
Yield Municipal Trust?

Because the funds share virtually identical investment goals and strategies and have substantially similar policies and restrictions (in each case,
except as otherwise noted in this Prospectus/Proxy Statement), the risks described below for an investment in Managed Municipal Income Trust
are substantially similar to the risks of an investment in High Yield Municipal Trust.

Any investment carries with it some level of risk that generally reflects its potential for reward. Putnam Management will consider, among other
things, credit, interest rate and prepayment risks as well as general market conditions when deciding whether to buy or sell investments. A
description of the risks associated with the funds� main investment strategies follows.

Tax-exempt investments. These investments are issued by public authorities to raise money for public purposes, such as loans for the
construction of housing, schools or hospitals, or to provide temporary financing in anticipation of the receipt of taxes and other revenue. They
also include private activity obligations of public authorities to finance privately owned or operated facilities. Changes in law or adverse
determinations by the Internal Revenue Service (the �Service�) or a state authority could make the income from some of these obligations taxable.

Interest income from private activity bonds may be subject to Federal Alternative Minimum Tax (�AMT�) for individuals. The fund can include
these investments for the purpose of complying with the 80% investment policy described above. Corporate shareholders will be required to
include all tax-exempt interest dividends in determining their federal AMT. For more information, including possible state, local and other taxes,
contact your tax advisor.

General obligations. These are backed by the issuer�s authority to levy taxes and are considered an obligation of the issuer. They are payable
from the issuer�s general unrestricted revenues, although payment may depend upon government appropriation or aid from other governments.
These investments may be vulnerable to legal limits on a government�s power to raise revenue or increase taxes, as well as economic or other
developments that can reduce revenues.

Special revenue obligations. These are payable from revenue earned by a particular project or other revenue source. They include private
activity bonds such as industrial development bonds, which are paid only from the revenues of the private owners or operators of the facilities.
Investors can look only to the revenue generated by the project or the private company operating the project rather than the credit of the state or
local government authority issuing the bonds. Special revenue obligations are typically subject to greater credit risk than general obligations
because of the relatively limited source of revenue.

The Supreme Court has agreed to hear an appeal of a state-court decision that might significantly affect how states tax in-state and out-of-state
municipal bonds. A Kentucky state court held that a Kentucky law violates the U.S. Constitution by treating, for Kentucky state tax purposes,
the interest income on in-state municipal
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bonds differently from the income on out-of-state municipal bonds. If the Supreme Court affirms this holding, most states likely will revisit the
way in which they treat the interest on municipal bonds, and this has the potential to increase significantly the amount of state tax paid by
shareholders on exempt-interest dividends derived from obligations issued by government agencies located in their state of residence. The
Supreme Court has announced oral arguments on this case for the fall of 2007 and would likely issue a decision sometime thereafter. You should
consult your tax advisor to discuss the tax consequences of your investment in the Fund.

Interest rate risk. The values of bonds and other debt instruments usually rise and fall in response to changes in interest rates. Declining
interest rates generally increase the values of existing debt instruments, and rising interest rates generally decrease the values of existing debt
instruments. Changes in a debt instrument�s value usually will not affect the amount of interest income paid to the fund, but will affect the value
of the fund�s shares. Interest rate risk is generally greater for investments with longer maturities.

Some investments give the issuer the option to call or redeem an investment before its maturity date. If an issuer calls or redeems an investment
during a time of declining interest rates, the fund might have to reinvest the proceeds in an investment offering a lower yield, and therefore
might not benefit from any increase in value as a result of declining interest rates.

�Premium� investments offer coupon rates higher than prevailing market rates. However, they involve a greater risk of loss, because their values
tend to decline over time.
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Credit risk. Investors normally expect to be compensated in proportion to the risk they are assuming. Thus, debt of issuers with poor credit
prospects usually offers higher yields than debt of issuers with more secure credit. Higher-rated investments generally have lower credit risk.

Investments rated below BBB by S&P, Baa by Moody�s or their equivalent are below investment grade (sometimes referred to as �junk bonds�).
This rating reflects a greater possibility that the issuers may be unable to make timely payments of interest and principal and thus default. If this
happens, or is perceived as likely to happen, the values of those investments will be more volatile and are likely to fall. A default or expected
default could also make it difficult for Putnam Management to sell investments at prices approximating the values Putnam Management had
previously placed on them. Tax-exempt debt, particularly lower-rated tax-exempt debt, usually has a more limited market than taxable debt,
which may at times make it difficult for us to buy or sell certain investments or to establish their fair value. Credit risk is generally greater for
investments that are issued at less than their face value and that are required to make interest payments only at maturity rather than at intervals
during the life of the investment. Managed Municipal Income Trust may invest up to 60% of its assets in securities rated BBB or below by
Standard & Poor�s or Baa or below by Moody�s or unrated securities Putnam Management believes are of comparable quality. In addition,
Managed Municipal Income Trust may invest up to 10% of its assets in securities rated B� or below by Standard & Poor�s or B or below by
Moody�s or unrated securities Putnam Management believes are of comparable quality.

Putnam Management seeks to minimize the risks involved in investing in lower-rated municipal securities through diversification and careful
investment analysis. It should be noted, however, that the amount of information about the financial condition of an issuer of municipal
securities may not be as extensive as that which is made available by corporations whose securities are publicly traded.

The fund may purchase investments that are insured as to the payment of principal and interest in the event the issuer defaults. Any reduction in
the claims paying ability of one of the few insurers that provide this insurance may adversely affect the value of insured investments and,
consequently, the value of the fund�s shares.

Focused investment risk. The fund may make signifi-cant investments in a segment of the tax-exempt debt market, such as tobacco settlement
bonds or revenue bonds for health care facilities, housing or airports. These investments may cause the value of the fund�s shares to change more
than the value of shares of funds that invest in a greater variety of investments. Certain events may adversely affect all investments within a
particular market segment. Examples include legislation or court decisions, concerns about pending legislation or court decisions, or lower
demand for the services or products provided by a particular market segment.

Investing mostly in tax-exempt investments of a single state makes the fund more vulnerable to that state�s economy and to factors affecting
tax-exempt issuers in that state than would be true for a more geographically diversified fund. These risks include:
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* the inability or perceived inability of a government authority to collect sufficient tax or other revenues to meet its payment obligations,

* the introduction of constitutional or statutory limits on a tax-exempt issuer�s ability to raise revenues or increase taxes, and

* economic or demographic factors that may cause a decrease in tax or other revenues for a government authority or for private operators of
publicly financed facilities.

At times, the fund and other accounts that Putnam Management and its affiliates manage may own all or most of the debt of a particular issuer.
This concentration of ownership may make it more difficult to sell, or to determine the fair value of, these investments.

Derivatives. The fund may engage in a variety of transactions involving derivatives, such as futures, options, swap contracts and inverse
floaters. Derivatives are financial instruments whose value depends upon, or is derived from, the value of something else, such as one or more
underlying investments, pools of investments or indexes. The fund may use derivatives both for hedging and non-hedging purposes, such as to
modify the behavior of an investment so it responds differently than it would otherwise to changes in a particular interest rate. For example,
derivatives may increase or decrease an investment�s exposure to long- or short-term interest rates or cause the value of an investment to move in
the opposite direction from prevailing short-term or long-term interest rates. The fund may also use derivatives as a substitute for direct
investments in the securities of one or more issuers. However, the fund may also choose not to use derivatives, based on Putnam Management�s
evaluation of market conditions or the availability of suitable derivatives. Investments in derivatives may be applied toward meeting a
requirement to invest in a particular kind of investment if the derivatives have economic characteristics similar to that investment.

Derivatives involve special risks and may result in losses. The successful use of derivatives depends on Putnam Management�s ability to manage
these sophisticated instruments. Some derivatives are �leveraged,� which means that they provide a fund with investment exposure greater than the
value of the fund�s investment in the derivatives. The risk of loss from a short derivatives position is theoretically unlimited. As a result, these
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derivatives may magnify or otherwise increase investment losses to the fund. The prices of derivatives may move in unexpected ways due to the
use of leverage or other factors, especially in unusual market conditions, and may result in increased volatility.

Other risks arise from the potential inability to terminate or sell derivatives positions. A liquid secondary market may not always exist for the
fund�s derivatives positions at any time. In fact, many over-the-counter instruments (investments not traded on an exchange) will not be liquid.
Over-the-counter instruments also involve the risk that the other party to the transaction will not meet its obligations. For further information
about the risks of derivatives, see the Merger SAI.

Leverage. Each fund uses leverage from the sale of preferred shares in an effort to increase the net income of the fund available for distribution
to common shareholders. There are risks and possible disadvantages associated with leveraging, including higher volatility of the fund�s net asset
value and market value of its common shares and the possibility that, due to interest rate or other market changes, the rate at which the fund is
required to pay dividends on any preferred shares might at times exceed the fund�s investment return on the proceeds of the preferred shares.

Successful use of a leveraging strategy may depend on Putnam Management�s ability to correctly predict interest rates and market movements,
and there is no assurance that a leveraging strategy will be successful during any period in which it is employed.

So long as the increase in the fund�s net return on its investment portfolio as a result of the leverage provided by preferred shares is greater than
the then current dividend rate of the preferred shares, after taking into account the additional operating expenses related to the preferred shares,
the effect of the leverage provided by such preferred shares will be to cause the common shareholders to realize a higher current rate of return
than if the fund were not so leveraged. On the other hand, to the extent that the then current rate of return on the preferred shares were to exceed
the amount of any such increase after expenses in the fund�s net return on its investment portfolio as a result of leverage provided by the
preferred shares, the fund�s leveraged capital structure would result in a lower rate of return to its common shareholders than if the fund had less
leverage or an unleveraged capital structure. In addition to the potential effects on investment income and dividends, the fund�s leveraged capital
structure may also adversely affect the net asset value and market value of its common shares. Similarly, because any decline in the value of the
fund�s investments is generally borne by its common
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shareholders, the effect of leverage in a declining market would be to cause a greater decline in the net asset value of common shares than if the
fund were not leveraged, which would likely be reflected in a greater decline in the market price for the fund�s common shares. Under those
circumstances, the fund might redeem its preferred shares, thereby eliminating the potential future benefits of leverage to the common
shareholders.

If the fund�s current investment income is not sufficient to meet dividend payments on preferred shares, it could be necessary for the fund to
liquidate certain of its investments, thereby reducing the net asset value attributable to the fund�s common shares. In addition, a decline in the net
asset value of the fund�s investments may affect the ability of the fund to make dividend payments on its common shares, and such failure to pay
dividends or make distributions may result in the fund ceasing to qualify as a regulated investment company under the Code.

At any time when preferred shares are outstanding, the fund also is required to meet asset coverage requirements under the 1940 Act or imposed
by rating agencies which provide ratings of the preferred shares. Such requirements may limit the fund�s ability to take advantage of certain
investment opportunities which would be available if no preferred shares were outstanding.

The holders of any preferred shares are entitled to receive distributions on a cumulative basis before any dividend or other distribution may be
paid to common shareholders and, upon any liquidation of the fund, will be entitled to receive liquidating distributions (expected to equal the
original purchase price per share plus any accrued and unpaid dividends thereon) before any distribution is made to common shareholders.

Anti-takeover provisions. The fund�s Agreement and Declaration of Trust includes provisions that could limit the ability of other persons or
entities to acquire control of the fund or to cause it to engage in certain transactions or to modify its structure. These provisions may have the
effect of depriving common shareholders of an opportunity to sell their common shares at a premium over prevailing market prices and may
have the effect of inhibiting the fund�s conversion to open-end status.

Market price of shares. Shares of closed-end investment companies often trade at a discount to their net asset values, although it is possible
that they may trade at a premium above net asset value. Net asset value will be reduced prior to or immediately following the merger as a result
of merger-related expenses. Since the market price of the fund�s common shares will be determined by such factors as relative demand for and
supply of such shares in the market, the fund�s net asset value, general market and economic conditions, and other factors beyond the control of
the fund, the fund cannot predict whether its common shares will trade at, below, or above net asset value.
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Other investments. In addition to the main investment strategies described above, the fund may also make other types of investments, such as
investments in repurchase agreements and forward commitments, which may produce taxable income and be subject to other risks, as described
in the Merger SAI. Alternative strategies. Under normal market conditions, the fund�s portfolio is fully invested, with minimal cash holdings.
However, at times Putnam Management may judge that market conditions make pursuing the fund�s usual investment strategies inconsistent with
the best interests of its shareholders. The fund then may temporarily use alternative strategies that are mainly designed to limit losses, including
investing in taxable obligations. However, Putnam Management may choose not to use these strategies for a variety of reasons, even in very
volatile market conditions. These strategies may cause the fund to miss out on investment opportunities, and may prevent the fund from
achieving its goal.

Changes in policies. The fund�s Trustees may change the fund�s goal, investment strategies and other policies without shareholder approval,
except as otherwise provided by the fund�s Agreement and Declaration of Trust and Bylaws.

____________________

An investment in Managed Municipal Income Trust may not be appropriate for all investors, and there is no assurance that Managed Municipal
Income Trust will achieve its investment objective.

You can lose money on your investment in Managed Municipal Income Trust. Managed Municipal Income Trust is not intended as a complete
investment program. An investment in Managed Municipal Income Trust is not a deposit in a bank and is not insured or guaranteed by the
Federal Deposit Insurance Corporation or any other government agency.
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C. Information about the Proposed Merger

General. The shareholders of the funds are being asked to approve the proposed merger of High Yield Municipal Trust with and into Managed
Municipal Income Trust, which will be effected through a two-step process, as described below, in order to assure that the proposed merger
would be tax-free to shareholders.

Pursuant to a Plan of Entity Conversion (the �Conversion Plan�), a form of which is attached to this Prospectus/Proxy Statement as Appendix A,
High Yield Municipal Trust would convert from a Massachusetts business trust to a Massachusetts limited liability company (the �Conversion�).
High Yield Municipal Trust, organized as a limited liability company, then would merge with and into Managed Municipal Income Trust
pursuant to an Agreement and Plan of Merger (the �Plan of Merger�), a form of which is attached to this Prospectus/Proxy Statement as Appendix
B, and in accordance with the Massachusetts Limited Liability Company Act (the �LLC Act�) (such merger pursuant to the LLC Act being
referred to herein as the �Statutory Merger�). Both steps are expected to be tax-free to shareholders (see �Federal Income Tax Consequences�
below). In connection with the Conversion, each member of the Board of Trustees of High Yield Municipal Trust would become a member of
the Board of Managers of High Yield Municipal Trust once it is organized as a limited liability company and the officers of High Yield
Municipal Trust would remain unchanged. Shareholders of High Yield Municipal Trust would remain shareholders of High Yield Municipal
Trust upon the Conversion (their ownership interests being referred to as �shares� for convenience of reference in this Prospectus/Proxy
Statement) until consummation of the Statutory Merger soon thereafter.

Upon completion of the proposed merger, all the property and liabilities of High Yield Municipal Trust will become property and liabilities of
Managed Municipal Income Trust and High Yield Municipal Trust will cease to exist. Common shareholders of High Yield Municipal Trust will
receive Common Merger Shares on the date of the exchange (the �Exchange Date�) based on the relative net asset values of their existing shares
and such Common Merger Shares, determined at the time as of which each fund�s share are valued for purposes of the proposed merger (4:00
p.m. Eastern time on October 26, 2007 or such other time as mutually agreed by the funds (the �Valuation Time�)). Preferred shareholders of High
Yield Municipal Trust will receive Preferred Merger Shares on the Exchange Date based on the aggregate liquidation preference of their existing
shares and such Preferred Merger Shares as of the Valuation Time. Prior to the Exchange Date, High Yield Municipal Trust expects to declare a
distribution to shareholders which, together with all previous distributions, will have the effect of distributing to shareholders all of its
investment company income (computed without regard to the deduction for dividends paid) and net realized capital gains, if any, through the
Exchange Date.

The Trustees have voted unanimously to approve the proposed merger and the related transactions, and to recommend that shareholders also
approve the proposed merger. The Trustees have conditioned effectiveness of the Plan of Merger upon (a) High Yield Municipal Trust�s
shareholders approving the Conversion Plan, (b) Managed Municipal Income Trust�s shareholders approving the issuance of $45 million of
additional preferred shares (the Preferred Merger Shares), which are required to consummate the merger and (c) Managed Municipal Income
Trust�s preferred shareholders approving a two-for-one stock-split of Series C preferred shares of Managed Municipal Income Trust and a
corresponding reduction in liquidation preference from $100,000 per share to $50,000 per share in order to facilitate the proposed merger. The
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Conversion Plan requires the affirmative vote of holders a majority of the outstanding common and preferred shares of beneficial interest of
High Yield Municipal Trust entitled to vote (each class voting separately); the issuance of the Preferred Merger Shares requires the affirmative
vote of the holders of a majority of the outstanding preferred shares of beneficial interest of Managed Municipal Income Trust; and the
two-for-one stock-split of Series C preferred shares of Managed Municipal Income Trust requires the affirmative vote of the holders of a
majority of the outstanding preferred shares of beneficial interest of Managed Municipal Income Trust.

It is a condition to the closing of the merger that Standard & Poor�s and Moody�s, which serve as rating agencies with respect to the funds�
outstanding preferred shares, shall have advised Managed Municipal Income Trust that the closing of the merger will not result in the
withdrawal of their current ratings of Managed Municipal Income Trust�s outstanding preferred shares and that the Preferred Merger Shares
issued in the transaction will be rated AAA by Standard & Poor�s and �Aaa� by Moody�s. It is also a condition that the Common Merger Shares be
accepted for listing on the NYSE. A further condition to the closing of the merger that the shareholders of Managed Municipal
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Income Trust do not approval a proposal to convert the fund from a closed-end investment company to an open-end investment company at the
fund�s annual meeting in October 2007.

Prior to the Conversion, individual investment restrictions of High Yield Municipal Trust may be temporarily revised or suspended to the extent
necessary to effect the transactions described herein. Putnam Management does not anticipate that a significant portion of High Yield Municipal
Trust�s portfolio securities will be disposed of in connection with the merger.

In the event that the proposed merger and related transactions do not receive the required shareholder approvals, each fund will continue to be
managed as a separate fund in accordance with its current investment objectives and policies, and the Trustees may then consider such
alternative arrangements or transactions as they believe to be in the best interests of its shareholders.

Trustees� Considerations Relating to the Proposed Merger.

General

The Trustees of the funds have carefully considered the anticipated benefits and costs of the proposed merger from the perspective of each fund.
The Trustees considered a recommendation, including a detailed plan for the mergers, from Putnam Management for this merger at a meeting of
the Board of Trustees held on February 8�9, 2007. After carefully considering the terms of the proposed merger, the Trustees determined at the
meeting to approve in principle the merger of High Yield Municipal Trust into Managed Municipal Income Trust.

On June 15, 2007, following further review of the proposed transactions and discussion with representatives of Putnam Management, the
Trustees unanimously approved all of the terms of the proposed merger on behalf of the funds, adopted the Conversion Plan and the Plan of
Merger (subject to shareholder approval) and determined to recommend that shareholders of the funds vote in favor of the transaction. In their
deliberations, the Trustees took into account the recommendations of the Contract Committee, which consists solely of Independent Trustees,
and which convened on several occasions to consider the attributes of the funds and the terms of the proposed merger. The Contract Committee
and the Trustees were assisted in this process by independent legal counsel for the funds and the Independent Trustees. Following their review,
the Trustees, including all of the Independent Trustees present, determined that the proposed merger of High Yield Municipal Trust into
Managed Municipal Income Trust would be in the best interests of each fund and its shareholders, and that the interests of existing shareholders
of each fund would not be diluted by the proposed merger.

The compatibility of the investment goals, strategies and policies of the funds

The Trustees considered that both funds are leveraged closed-end funds with the same investment goal of seeking as high a level of current
income exempt from federal income tax as Putnam Management believes is consistent with the preservation of capital. In addition, each fund
invests mainly in municipal securities that are exempt from federal income tax. The Trustees observed that the proposed merger would permit
each fund�s shareholders to pursue virtually identical investment goals in a larger fund. The Trustees also considered that the same portfolio
management team would be responsible for the day-to-day management of the combined fund.

Investment flexibility of the combined fund

In evaluating the investment flexibility of the combined fund, the Trustees gave weight to Putnam Management�s representation that the separate
funds incur additional transaction costs in managing smaller position sizes in portfolio securities. Putnam Management informed the Trustees
that the larger combined fund would have greater flexibility in the positions it maintains in portfolio securities and in the ease with which it can
balance and reposition its holdings.
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Relative performance of the funds

The Trustees considered the relative performance of the funds, both in relation to one another and relative to their benchmark, which is presented
in greater detail under the heading �How does the investment performance of the funds compare?� above. The Trustees observed that Managed
Municipal Income Trust outperformed High Yield Municipal Trust over the 5- and 10-year periods based on total returns measured at net asset
value and market price. Managed Municipal Income Trust also outperformed High Yield Municipal Trust over the 1-year period based on total
returns measured at market price.
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The substantially larger trading market of the combined fund

Following the proposed merger, the combined fund will have a substantially larger trading market in common shares than each fund had prior to
the merger, which may increase liquidity for shareholders and, to the extent that trading discounts for the fund�s common shares may be
influenced from time to time by demand for such shares, reduce the extent of trading discounts that would be experienced in a smaller trading
market. A larger trading market offers the potential for greater investor and analyst interest as well.

Operating expenses

In evaluating the possible operating efficiencies of the combined fund after the proposed merger, the Trustees considered any expected savings
in annual fund operating expenses. Putnam Management�s unaudited estimates of the funds� expense ratios as a percentage of assets attributable to
common shares as of April 30, 2007, and the expected pro forma expense ratio based on combined assets of the funds as of the same date, are
shown in the following table:

Managed

Municipal

Income Trust

Managed (pro forma

Municipal High Yield combined with

Income Municipal High Yield

Trust Trust Municipal Trust)*

Management Fees 0.81% 0.70% 0.78%

Other Expenses 0.28% 0.31% 0.25%

Total Annual Fund

Operating Expenses�* 1.09% 1.01% 1.03%

� Expenses are expressed as a percentage of assets attributable to common shares and include costs and expenses incurred in connection with
maintaining preferred shares. Aggregate costs associated with the preferred shares equaled approximately 0.39% and 0.24% of common share net
assets over the year ended April 30, 2007 for Managed Municipal Income Trust and High Yield Municipal Trust, respectively. Aggregate costs
associated with the preferred shares would be equal to approximately 0.34% of common share net assets over the year ended April 30, 2007 for
Managed Municipal Income Trust on a pro forma combined basis.

* Does not reflect non-recurring expenses that each fund is expected to incur in connection with the merger, which are described below under the
heading �Trustees Considerations Related to the Proposed Merger � Transaction Costs.� If these expenses had been reflected, the pro forma Other
Expenses and Total Annual Fund Operating Expenses for the fiscal year in which the merger occurs would be 0.32% and 1.10%, respectively, for
Managed Municipal Income Trust combined with High Yield Municipal Trust.
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The Trustees considered that the pro forma combined fund would have more leverage through preferred shares than High Yield Municipal Trust
and less leverage than Managed Municipal Income Trust. As a result, the fees of the pro forma combined fund (expressed as a percentage of
assets attributable to common shares) are expected to be 0.02% higher than the total annual fund operating expenses currently incurred by High
Yield Municipal Trust and 0.06% lower than the total annual fund operating expenses currently incurred by Managed Municipal Income Trust.
(This fee analysis was as of April 30, 2007 for each fund; see �How do the management fees and other expenses of the fund compare, and what
are they estimated to be following the merger?� on page 4 for comparisons as of each fund�s fiscal year end.) The Trustees noted, however, that
the fee schedules for calculating the management fees payable by the two funds (which are based on a percentage of total fund assets) are
identical and that accordingly the aggregate effective management fee rate and the aggregate dollar amount of management fees paid to Putnam
Management by the combined fund cannot exceed the management fees paid currently by the two funds separately. Rather, by virtue of the
operation of �breakpoints� under Managed Municipal Income Trust�s management contract, the aggregate management fees paid to Putnam
Management would decrease as a result of the merger. The Trustees also noted that the combined fund�s expense ratio may be further reduced
over time, since duplicative fees such as NYSE listing fees and costs for legal, audit and administrative services would likely be reduced or
eliminated.

Tax considerations

The Trustees took into account that the proposed merger could be accomplished on a tax-free basis, so that shareholders would not be required to
realize gains on their investment if they opt to receive and hold shares of Managed Municipal Income Trust. In their consideration of the tax
effects of the proposed merger, using data as of December 31, 2006, the Trustees reviewed the historical and pro forma tax attributes of the
funds and the effect of a hypothetical merger occurring as of that date on certain tax losses of the funds. The Trustees noted that the potential tax
impact on each fund�s shareholders was expected not to be significant.

Transaction costs of the proposed merger

The Trustees took into account the expected approximate costs of the proposed merger, including proxy solicitation costs, accounting fees and
legal fees. The Trustees weighed these costs (and the estimated portfolio transaction expenses described below) against the quantifiable expected
benefits of the proposed merger. The Trustees observed that the two-step merger structure (a conversion to a limited liability company followed
by a statutory merger) entailed higher costs than might otherwise have been the case, which they
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weighed against the benefits to shareholders of this structure, including greater clarity on the tax-free character of the transactions. The Trustees
determined that all fees and expenses, including legal and accounting expenses or other similar expenses incurred in connection with the
consummation of the transactions contemplated by the Plan of Merger, will be allocated ratably between the funds in proportion to their net
assets whether or not the merger is consummated, except that the costs of proxy materials and proxy solicitations for each fund will be borne by
that fund only and the costs of SEC filings will be borne by Managed Municipal Income Trust only. The Trustees considered this arrangement to
be justified in light of the expected advantages of the merger for shareholders of each fund. The Trustees also noted that if one of the funds is
unwilling or unable to consummate the merger in certain circumstances, that fund shall be responsible for the other fund�s reasonable fees and
expenses.

The merger costs (including proxy solicitation costs, legal fees, audit fees and SEC filing fees) borne by Managed Municipal Income Trust and
High Yield Municipal Trust in connection with the proposed merger are estimated to be $253,995 and $118,813, respectively.

The Trustees noted that, in the proposed merger, the Managed Municipal Income Trust would largely receive High Yield Municipal Trust�s
investment portfolio rather than cash, and would therefore obtain the potential ben-efits of increased size without bearing the brokerage expenses
associated with making portfolio investments.

Other factors

The Trustees also took into account a number of other factors, including the terms of the Merger Documents.

Merger Documents.

Conversion Plan. The first step in completing the proposed merger, High Yield Municipal Trust�s Conversion from a Massachusetts business
trust to a Massachusetts limited liability company, will be governed by the Conversion Plan, a form of which is attached as Appendix A. The
description of the Conversion Plan in this Prospectus/Proxy Statement is qualified in its entirety by the full text of the Conversion Plan. The
Conversion Plan provides that upon the effectiveness of Articles of Conversion, the common and preferred shares of beneficial interest of High
Yield Municipal Trust will be converted on a one-to-one basis into shares of common and preferred units (which are deemed to be different
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classes of limited liability company interests under Massachusetts law), respectively, of High Yield Municipal Trust, as a limited liability
company. The Plan of Conversion authorizes the organization documents of High Yield Municipal Trust in limited liability company form,
including an operating agreement that continues the ownership, governance and procedural characteristics of the business trust, with only minor
alterations to comply with the statutory requirements associated with operating as a limited liability company. As previously noted, the units into
which shares of High Yield Municipal Trust are converted upon the Conversion are referred to simply as �shares� in the Prospectus/Proxy
Statement, in large part because of the very close similarities between the pre- and post-Conversion High Yield Municipal Trust.

Plan of Merger. Shortly after the Conversion, and contingent upon the approval of the shareholders of Managed Municipal Income Trust and
High Yield Municipal Trust, High Yield Municipal Trust, then organized as a Massachusetts limited liability company, and Managed Municipal
Income Trust will engage in a Statutory Merger pursuant to the LLC Act and in accordance with the provisions of the Plan of Merger, a form of
which is attached as Appendix B. The description of the proposed merger in this Prospectus/Proxy Statement is qualified in its entirety by the
full text of the Plan of Merger. The Plan of Merger provides that High Yield Municipal Trust will merge with and into Managed Municipal
Income Trust and that all of the property and liabilities of High Yield Municipal Trust will become property and liabilities of Managed
Municipal Income Trust. Upon the effectiveness of the merger, preferred and common shares of High Yield Municipal Trust will be converted
into Preferred Merger Shares and Common Merger Shares, respectively, at a rate determined as of the Valuation Time. On the Exchange Date,
which is expected to occur on the next full business day following the Valuation Time, High Yield Municipal Trust�s common and preferred
shares will be converted into Common Merger Shares and Preferred Merger Shares, respectively. As a result of the proposed merger, each
holder of High Yield Municipal Trust�s preferred shares will receive a number of Preferred Merger Shares equal in aggregate liquidation
preference to High Yield Municipal Trust�s preferred shares. Similarly, each holder of High Yield Municipal Trust�s common shares will receive
a number of Common Merger Shares equal in aggregate net asset value to the net asset value of High Yield Municipal Trust�s common shares.

This will be accomplished by establishing an account on the share records of Managed Municipal Income Trust in the name of each shareholder
of High Yield
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Municipal Trust representing the number of Merger Shares due the shareholder. Shareholders who hold certificated common shares of High
Yield Municipal Trust will receive certificates representing the number of Common Merger Shares due the shareholder upon surrender of their
High Yield Municipal Trust share certificates. No additional certificates will be issued for Merger Shares. To obtain additional information on
how to return your share certificate if and when the merger is completed, please call Putnam Investor Services at 1-800-225-1581. Shareholders
who fail to surrender certificates they hold representing shares of High Yield Municipal to Putnam Fiduciary Trust Company, the funds� transfer
agent, will not, following the merger, be able to receive any cash dividends or other distributions, transfer their Common Merger Shares or
pledge Common Merger Shares until the certificates have been surrendered.

The consummation of the merger is subject to the conditions set forth in the Plan of Merger. The Plan of Merger may be terminated and the
merger abandoned at any time, before or after approval by the shareholders, prior to the Exchange Date by mutual consent of Managed
Municipal Income Trust and High Yield Municipal Trust or, if any condition set forth in the Plan of Merger has not been fulfilled and has not
been waived by the party entitled to its benefits, by such party. The Plan of Merger also may be amended prior to closing by the mutual consent
of the funds.

In addition, High Yield Municipal Trust may liquidate any of its portfolio securities that Managed Municipal Income Trust indicates it does not
wish to hold. High Yield Municipal Trust shareholders will bear the portfolio trading costs associated with this liquidation to the extent that it is
completed before the closing. There can be no assurance that this liquidation will be accomplished before the closing. To the extent the
liquidation is not accomplished before the closing, the costs of liquidation will be borne by shareholders of the combined fund, including current
shareholders of Managed Municipal Income Trust. Putnam Management does not expect that High Yield Municipal Trust will make any
significant liquidations or dispositions of securities in connection with the proposed merger.

The fees and expenses for the merger are estimated to be approximately $372,808 (not including the trading costs associated with the
liquidations described above). All fees and expenses, including legal and accounting expenses or other similar expenses incurred in connection
with the consummation of the transactions contemplated by the Plan of Merger, will be allocated ratably between the funds in proportion to their
net assets whether or not the merger is consummated, except that the costs of proxy materials and proxy solicitations for each fund will be borne
by that fund only and the costs of SEC filings will be borne by Managed Municipal Income Trust only. However, to the extent that any payment
by a fund of such fees or expenses would result in its disqualification as a �regulated investment company� within the meaning of Section 851 of
the Code, such fees and expenses will be paid directly by the party incurring them. In addition, if one fund is unwilling or unable to consummate
the merger in certain circumstances, that fund shall be responsible for the other fund�s reasonable fees and expenses.

Description of the Merger Shares. Each Merger Share will be fully paid and nonassessable when issued and will have no preemptive or
conversion rights. The Preferred Merger Shares will have terms virtually identical to those of Managed Municipal Income Trust�s outstanding
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Series C preferred shares. The Common Merger Shares will be transferable without restriction, but the Preferred Merger Shares will be subject
to the same restrictions on transfer as the outstanding preferred shares of Managed Municipal Income Trust. The Agreement and Declaration of
Trust of Managed Municipal Income Trust permits the fund to divide its shares, without shareholder approval, into two or more classes of shares
having such preferences and special or relative rights and privileges as the Trustees may determine. Managed Municipal Income Trust�s shares
are currently divided into four classes (one class of common shares and three classes of preferred shares). Managed Municipal Income Trust�s
Bylaws will be amended to reflect that the Preferred Merger Shares have been authorized. For more information about the funds� preferred
shares, see "Information about the Funds � Preferred Shares" below or for preferred shareholders of High Yield Municipal Trust only, Appendix
C to this Prospectus/Proxy Statement.

Under Massachusetts law, shareholders could, under certain circumstances, be held personally liable for the obligations of Managed Municipal
Income Trust. However, the Agreement and Declaration of Trust disclaims shareholder liability for acts or obligations of Managed Municipal
Income Trust and requires that notice of such disclaimer be given in each agreement, obligation, or instrument entered into or executed by
Managed Municipal Income Trust or its Trustees. The Agreement and Declaration of Trust provides for indemnification out of fund property for
all losses and expenses of any shareholder held personally liable for the obligations of Managed Municipal Income Trust.
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Thus, the risk of a shareholder incurring financial loss on account of shareholder liability is limited to circumstances in which Managed
Municipal Income Trust would be unable to meet its obligations. The likelihood of such circumstances is remote. The shareholders of High
Yield Municipal Trust, currently also a Massachusetts business trust, are currently subject to the same risk of shareholder liability.

Federal income tax consequences. As a condition to High Yield Municipal Trust�s obligation to consummate the transactions contemplated by
the Conversion Plan and the Plan of Merger, High Yield Municipal Trust will receive tax opinions in respect of the conversion and the proposed
merger from Ropes & Gray LLP, counsel to the fund. These opinions, which will be based on certain factual representations and certain
customary assumptions, will be to the effect that, on the basis of the existing provisions of the Code, current administrative rules and court
decisions, generally for federal income tax purposes, the Conversion and the proposed merger will qualify as a �tax-free� reorganization as set
forth in clauses (i) and (ii) as follows, and that such steps taken together will have the combined effects set forth in clauses (iii) through (x) as
follows:

(i) the conversion of High Yield Municipal Trust from a Massachusetts business trust to a Massachusetts limited liability company, pursuant to
the Conversion Plan and Mass. Gen. Laws ch. 156C, constitutes a reorganization within the meaning of Section 368(a) of the Code, and High
Yield Municipal Trust will be a �party to reorganization� within the meaning of Section 368(b) of the Code;

(ii) the vesting in Managed Municipal Income Trust of all the property and liabilities of High Yield Municipal Trust and the conversion of shares
of High Yield Municipal Trust into Merger Shares of Managed Municipal Income Trust, all pursuant to the Plan of Merger and Mass. Gen. Laws
ch. 156C, constitutes a reorganization within the meaning of Section 368(a) of the Code, and Managed Municipal Income Trust and High Yield
Municipal Trust will each be a �party to a reorganization� within the meaning of Section 368(b) of the Code;

(iii) under Section 361 of the Code, no gain or loss will be recognized by High Yield Municipal Trust upon the vesting of High Yield Municipal
Trust�s property and liabilities in Managed Municipal Income Trust or upon the distribution of Merger Shares to High Yield Municipal Trust�s
shareholders;

(iv) under Section 354 of the Code, no gain or loss will be recognized by shareholders of High Yield Municipal Trust on the exchange of their
shares of High Yield Municipal Trust for Merger Shares;

(v) under Section 358 of the Code, the aggregate tax basis of the Merger Shares received by High Yield Municipal Trust�s shareholders will be
the same as the aggregate tax basis of High Yield Municipal Trust shares exchanged therefor;

(vi) under Section 1223(1) of the Code, the holding periods of the Merger Shares received by the shareholders of High Yield Municipal Trust
will include the holding periods of High Yield Municipal Trust shares exchanged therefor, provided that, at the time of the reorganization, High
Yield Municipal Trust shares are held by such shareholders as a capital asset;

(vii) under Section 1032 of the Code, no gain or loss will be recognized by Managed Municipal Income Trust upon the vesting of High Yield
Municipal Trust�s property and liabilities in Managed Municipal Income Trust in exchange for Merger Shares;

(viii) under Section 362(b) of the Code, the tax basis in the hands of Managed Municipal Income Trust of the assets of High Yield Municipal
Trust transferred to Managed Municipal Income Trust will be the same as the tax basis of such assets in the hands of High Yield Municipal Trust
immediately prior to the transfer;
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(ix) under Section 1223(2) of the Code, the holding periods of the assets of High Yield Municipal Trust in the hands of Managed Municipal
Income Trust will include the periods during which such assets were held by High Yield Municipal Trust; and

(x) Managed Municipal Income Trust will succeed to and take into account the items of High Yield Municipal Trust described in Section 381(c)
of the Code, subject to the conditions and limitations specified in Sections 381, 382, 383 and 384 of the Code and regulations thereunder.

Ropes & Gray LLP will express no view with respect to the effect of the reorganization on any transferred asset as to which any unrealized gain
or loss is required to be recognized at the end of a taxable year (or on the termination or transfer thereof) under federal income tax principles.
The opinion will be based on certain factual certifications made by officers of High Yield Municipal Trust and Managed Municipal Income
Trust and will also be
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based on customary assumptions. The opinion is not a guarantee that the tax consequences of the proposed merger would be as described above.
The opinion may note and distinguish certain published precedent. There is no assurance that the Internal Revenue Service would agree with this
opinion.

Before consummating the merger, High Yield Municipal Trust expects to, and Managed Municipal Income Trust may, declare a distribution to
shareholders that, together with all previous distributions, will have the effect of distributing to shareholders all of its investment company
income (computed without regard to the deduction for dividends paid) and net capital gains, including those realized on disposition of portfolio
securities in connection with the proposed merger (after reduction by any available capital loss carryforwards). These distributions will be
taxable to shareholders (except, in the case of a distribution of investment company income, for federal tax purposes to the extent that it is
comprised of exempt-interest dividends).

Historic losses of High Yield Municipal Trust available to offset gains, if any, in each year following the proposed merger would technically be
subject to a limitation under Section 382 of the Code. If the merger had occurred on December 31, 2006, approximately $9 million of High
Yield Municipal Trust�s historic losses would have been available to offset gains, if any, in each year following the proposed merger. As of
December 31, 2006, the funds also had similar percentage levels of built-in gains. Additionally, for five years following the proposed merger,
the combined fund will not be allowed to offset the built-in gains of one fund with the built-in losses of the other fund at the time of the
Exchange Date. If the merger had taken place on December 31, 2006, this limitation would not have affected the combined fund, however, since
each fund had built-in gains against which its built-in losses could be used.

Managed Municipal Income Trust will file the tax opinion with the SEC shortly after the completion of the proposed merger. This description of
the federal income tax consequences of the proposed merger is made without regard to the particular facts and circumstances of any shareholder.
Shareholders are urged to consult their own tax advisers as to the specific consequences to them of the proposed merger, including the
applicability and effect of state, local and other tax laws.

Capitalization. The following table shows on an unaudited basis the capitalization of the funds as of April 30, 2007, and on a pro forma
combined basis, giving effect to the proposed merger as of that date:

Managed

Municipal

Income Trust

(pro forma

Managed combined with

Municipal High Yield High Yield

Income Municipal Pro forma Municipal

Trust Trust Adjustment Trust)*

Net assets

Common

(000�s) $371,155 $168,317 ($373) $539,099

Preferred

(000�s) $175,000 $45,000 � $220,000
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Shares Outstanding

Common

(000�s) 44,659 21,132 (892) 64,899

Preferred

Series A 550 900 (900) 550

Series B 550 � � 550

Series C 650 � 1,550*** 2,200**

Series I � � � �

Net asset value

per common

share $8.31 $7.97 � $8.31

* Pro forma combined net assets reflects non-recurring costs that each fund is expected to incur in connection with the merger.

** Reflects proposed two-for-one stock-split of Series C preferred shares of Managed Municipal Income Trust.

*** It is anticipated that Series A preferred shareholders of High Yield Municipal Trust will receive Series C preferred shares of Managed Municipal
Income Trust in the merger.

Unaudited pro forma combining financial statements of the funds as of April 30, 2007, and for the twelve-month period then ended are included
in the Merger SAI. Because the Plan of Merger provides that Managed Municipal Income Trust will be the surviving fund following the merger
and because Managed Municipal Income Trust�s investment objectives and policies will remain unchanged, thepro forma combining financial
statements reflect the transfer of the assets and liabilities of High Yield Municipal Trust to Managed Municipal Income Trust as contemplated by
the Plan of Merger.

THE TRUSTEES, INCLUDING THE INDEPENDENT TRUSTEES, UNANIMOUSLY RECOMMEND APPROVAL OF THE
PROPOSED MERGER.
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II. PROPOSAL REGARDING PREFERRED SHARES OF MANAGED MUNICIPAL INCOME TRUST (For Managed Municipal
Income Trust only)

A.Questions and Answers. The responses to the questions that follow provide an overview of key points typically of concern to
shareholders considering the authorization of additional preferred shares. These responses are qualified in their entirety by the remainder of the
Prospectus/Proxy Statement, which contains additional information and further details regarding the proposal.

1. What is being proposed?

The Trustees are recommending that Managed Municipal Income Trust preferred shareholders authorize the issuance of $45 million in aggregate
liquidation preference of additional preferred shares. These additional shares will be Preferred Merger Shares issued on terms virtually identical
to those of the outstanding Series C preferred shares of Managed Municipal Income Trust. The Preferred Merger Shares would be on parity with
Managed Municipal Income Trust�s outstanding preferred shares (regardless of series determination) with respect to the payment of dividends or
distribution of assets in liquidation.

In addition, in order to align the characteristics of the series of preferred shares of the funds, the Trustees are recommending that Managed
Municipal Income Trust�s shareholders authorize a two-for-one stock-split of Series C preferred shares (�Series C Shares�) of Managed Municipal
Income Trust and a corresponding reduction in liquidation preference from $100,000 per share to $50,000 per share. If you hold Series C Shares
of Managed Municipal Income Trust, the number of Series C Shares you hold will double as a result of the stock-split, but the aggregate
liquidation preference of those shares will remain the same. The terms of Managed Municipal Income Trust�s Series C Shares will otherwise
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remain the same. This proposal is conditioned upon shareholder approval of the proposed merger and the authorization of the additional
preferred shares. For more information about the funds� preferred shares, see �Information about the Funds �Preferred Shares� below or, for
preferred shareholders of High Yield Municipal Trust only, Appendix C to this Prospectus/Proxy Statement.

2. Why are the Trustees proposing the issuance of the additional preferred shares?

The authorization of additional preferred shares is required to consummate the proposed merger discussed in this Prospectus/Proxy Statement so
that the combined fund�s leverage ratio would not be substantially lower than Municipal Income Trust�s leverage ratio. The funds use leverage
from the sale of preferred shares in an effort to increase the income of the fund available for distributions to common shareholders. See �What are
the main investment strategies and related risks of Managed Municipal Income Trust and how do they compare with High Yield Municipal
Trust? � Leverage� above for a discussion of the risks associated with leverage.

Pursuant to the Plan of Merger, Managed Municipal Income Trust will exchange Preferred Merger Shares for preferred shares of High Yield
Municipal Trust equal in aggregate liquidation preference to High Yield Municipal Trust's preferred shares. The proposed merger is conditioned
upon the preferred shareholders of Managed Municipal Income Trust approving the issuance of the additional preferred shares.

3. Why are the Trustees proposing reducing the liquidation preference of Series C Shares of Managed Municipal Income
Trust?

A two-for-one stock-split of Series C Shares of Managed Municipal Income Trust that will reduce the liquidation preference of the Series C
Shares from $100,000 per share to $50,000 per share is required to facilitate the proposed merger discussed in this Prospectus/Proxy Statement.
In connection with the proposed merger, holders of High Yield Municipal Trust�s preferred shares will receive preferred shares of Managed
Municipal Income Trust that bear the same aggregate liquidation preference and dividend period as the shares they currently own. Only
Managed Municipal Income Trust�s Series C Shares have the same dividend period (i.e., 7 days) as High Yield Municipal Trust�s Series A
preferred shares. The per-share liquidation preference of Managed Municipal Income Trust�s Series C Shares, however, is double the per-share
liquidation preference of High Yield Municipal Trust�s Series A preferred shares. As a result, in order for holders of an odd number of High
Yield Municipal Trust Series A preferred shares to receive only whole numbers of Series C Shares of Managed Municipal Income Trust in
connection with the merger, the liquidation preference of the Series C Shares of Managed Municipal Income Trust will have to be reduced by
half. In addition, the Remarketing Agent has indicated that a stock-split reducing the liquidation preference of the Series C Shares of Managed
Municipal Income Trust will not adversely affect the holders of those shares, and it may result in an increase in the marketability of those shares.
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As a result of the proposed two-for-one stock-split for Series C preferred shares of Management Municipal Income Trust and the corresponding
reduction in liquidation preference of the Series C preferred shares of Managed Municipal Income Trust, the number of authorized and
outstanding Series C preferred shares of Managed Municipal Income Trust would increase without a proportionate increase in the authorized
shares of the other series of Managed Municipal Income Trust�s preferred shares. Accordingly, the voting power of Series C Shares would
increase vis-à-vis the other series of preferred shares of Managed Municipal Income Trust. Accordingly, the approval of each series of Managed
Municipal Income Trust�s preferred shares, voting separately, would be required in order to approve the reduction in liquidation preference of the
Series C Shares.

4. What percentage of shareholders� votes are required to authorize the issuance of Preferred Merger Shares?

Approval of the issuance of the Preferred Merger Shares requires the affirmative vote of the holders of a majority of the outstanding preferred
shares of Managed Municipal Income Trust, all series voting together.

Approval of the two-for-one stock-split and the corresponding reduction in liquidation preference of Series C Shares of Managed Municipal
Income Trust requires the affirmative vote of the holders of a majority of the outstanding preferred shares of Managed Municipal Income Trust,
each series voting separately.

THE TRUSTEES, INCLUDING THE INDEPENDENT TRUSTEES, UNANIMOUSLY RECOMMEND APPROVAL OF THE
PROPOSALS REGARDING PREFERRED SHARES OF MANAGED MUNICIPAL INCOME TRUST.

III. INFORMATION ABOUT THE FUNDS

Each fund is a Massachusetts business trust. Managed Municipal Income Trust is a diversified, closed-end management investment company
that was organized on February 24, 1989. High Yield Municipal Trust is a diversified closed-end management investment company that was
organized on May 25, 1989.
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Preferred Shares. Each fund has outstanding preferred shares intended to increase the current income available for distribution to holders of the
funds� common shares. The preferred shares pay dividends at rates that are adjusted over the short- or medium-term and reflect prevailing short-
and medium-term tax-exempt interest rates.

Assuming such comparative yields, the leveraged capital structure of Managed Municipal Income Trust would potentially enable Managed
Municipal Income Trust to pay a higher yield on its common shares than investment companies with investment objectives similar to that of
Managed Municipal Income Trust, but without an additional class of shares with preference and dividend rights similar to those of Managed
Municipal Income Trust�s outstanding preferred shares. Use of leverage may, under certain circumstances, cause the yield on Managed
Municipal Income Trust�s common shares to be lower and cause Managed Municipal Income Trust�s net asset value to decline to a greater extent
than would be the case if Managed Municipal Income Trust were not to use leverage, as described below.

Managed Municipal Income Trust�s use of leverage through issuance of preferred shares requires Managed Municipal Income Trust to meet
certain requirements and may entail certain risks. Under the asset coverage requirements of the 1940 Act, the value of the total assets of
Managed Municipal Income Trust, less all liabilities and indebtedness of Managed Municipal Income Trust, must be at least equal to 200% of
the aggregate liquidation preference of the outstanding preferred shares. The liquidation preference of the preferred shares equals their aggregate
original purchase price plus any accrued and unpaid dividends thereon. In addition, Managed Municipal Income Trust is required, at all times
when the preferred shares are outstanding, to meet additional requirements imposed by rating agencies in connection with the rating of the
preferred shares, as more fully discussed below. Because of the 1940 Act asset coverage requirements and/or the rating agency requirements,
Managed Municipal Income Trust may be required to redeem the preferred shares at a time when, in the judgment of Putnam Management, it
may not be desirable to do so.

As long as any preferred shares are outstanding, Managed Municipal Income Trust will not declare, pay, or set apart for payment any dividend
or other distribution in respect of the common shares, or call for redemption, redeem, purchase, or otherwise acquire for consideration any
common shares, unless (i) immediately thereafter, the asset coverage requirements imposed by the 1940 Act and any rating agency are met, (ii)
full cumulative dividends on all preferred shares for all past dividend periods have been paid or declared and a sum sufficient for the payment of
such dividends set apart for payment, and (iii) Managed Municipal Income Trust has redeemed the full number of preferred shares required to be
redeemed pursuant
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to any provision of the fund�s Bylaws requiring such mandatory redemption.

The holders of any preferred shares are entitled to receive dividends on a cumulative basis before any dividend or other distribution may be paid
to common shareholders of Managed Municipal Income Trust. Moreover, the terms of the preferred shares require Managed Municipal Income
Trust to pay additional dividends (�Additional Dividends�), on the preferred shares, if income other than exempt interest is required to be allocated
to the preferred shares in an amount such that the net after-tax return on the preferred shares would be the same as the net after-tax return that
would have been realized if the dividends paid to the holders of the preferred shares, not including any such Additional Dividends, had qualified
in their entirety as exempt-interest dividends. Dividends paid to holders of preferred shares will reduce the net tax-exempt and taxable
investment income and capital gain net income of Managed Municipal Income Trust available for distribution to its common shareholders.

As noted above, Managed Municipal Income Trust is not permitted to declare any cash dividend or other distribution on its common shares
unless, at the time of such declaration, Managed Municipal Income Trust meets the 200% asset coverage requirement (determined after
deducting the amount of such dividend or distribution). Such prohibition on the payment of dividends or other distributions might impair the
ability of Managed Municipal Income Trust to maintain its qualification, for federal income tax purposes, as a regulated investment company
and/or might cause Managed Municipal Income Trust to be subject to federal tax. Managed Municipal Income Trust intends, however, to the
extent possible, to purchase or redeem preferred shares from time to time to maintain such asset coverage of at least 200%.

In addition to the requirements of the 1940 Act, Managed Municipal Income Trust is required under the terms of its Bylaws to comply with
other asset coverage requirements as a condition to obtaining a rating of the preferred shares from a nationally recognized rating service. These
requirements include an asset coverage test more stringent than under the 1940 Act. These rating agency requirements and the requirements of
the 1940 Act limit Managed Municipal Income Trust�s ability to take advantage of certain investments which might otherwise be available to it,
require Managed Municipal Income Trust to invest a greater portion of its assets in more highly-rated, potentially lower-yielding securities than
it might otherwise do, and require Managed Municipal Income Trust to sell a portion of its assets when it might otherwise be disadvantageous to
do so. Such requirements also restrict the amount of preferred shares that may be outstanding from time to time. The amount of preferred share
leverage used by Managed Municipal Income Trust may vary from time to time depending primarily on Putnam Management�s analysis of
conditions in the tax-exempt securities market, including expectations regarding movements of short-, medium- and long-term interest rates.
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The rating agencies also impose certain requirements as to minimum issue size, issuer and geographical diversification, and other factors in
determining portfolio assets that are eligible for computing compliance with their asset coverage requirements. Such requirements may limit
Managed Municipal Income Trust�s ability to engage in transactions involving options and futures contracts.

In the event that Managed Municipal Income Trust is precluded from making distributions on its common shares because of any applicable asset
coverage requirements, the terms of its preferred shares provide that any amounts so precluded from being distributed, but required to be
distributed in order for Managed Municipal Income Trust to meet the distribution requirements for federal tax purposes, will be paid to the
holders of the preferred shares as a �special dividend.�

High Yield Municipal Trust also is subject to the 1940 Act requirements and to rating agency requirements virtually identical to those discussed
herein pertaining to Managed Municipal Income Trust.

Financial Highlights and Senior Securities. The financial highlights and senior securities tables are intended to help you understand the funds�
recent financial performance. Certain financial highlights information reflects financial results for a single fund share. The total returns represent
the rate that an investor would have earned or lost on an investment in the relevant fund, assuming reinvestment of all dividends and
distributions. This information has been derived from the funds� financial statements, which have been audited by KPMG LLP. The information
included in the senior securities tables for the last five years has been audited by KPMG LLP. Its reports and the funds� financial statements for
the past five fiscal years are included in each fund�s annual report to shareholders, which are available upon request.
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22 P R O S P E C T U S O F T H E T R U S T

PUTNAM MANAGED MUNICIPAL INCOME TRUST

Financial Highlights
(For a share outstanding throughout the period)
Per-share operating performance

Unaudited

period from

11/1/06 through Year ended October 31

4/30/07 2006 2005 2004 2003 2002 2001 2000 1999 1998 1997

Net asset value, beginning of period

(common shares) $8.37 $8.20 $8.18 $7.98 $7.84 $8.49 $8.44 $8.77 $9.82 $9.92 $9.85

Investment operations:

Net investment income (a) .28 .53 .51 .54 .61 .70 .72 .75 .80 .79 .84

Net realized and unrealized gain (loss)

on investments (.07) .13 .04 .20 .14 (.73) .04 (.16) (.96) .01 .13

Total from investment operations .21 .66 .55 .74 .75 (.03) .76 .59 (.16) .80 .97
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Distributions to preferred shareholders:

From net investment income (.07) (.13) (.08) (.04) (.04) (.05) (.12) (.16) (.13) (.14) (.14)

Total from investment operations

(applicable to common shareholders) .14 .53 .47 .70 .71 (.08) .64 .43 (.29) .66 .83

Distributions to common shareholders:

From net investment income (.20) (.41) (.45) (.50) (.57) (.57) (.59) (.76) (.76) (.76) (.76)

Total distributions (.20) (.41) (.45) (.50) (.57) (.57) (.59) (.76) (.76) (.76) (.76)

Increase from shares repurchased � .05 �(e) � � � � � � � �

Net asset value, end of period

(common shares) $8.31 $8.37 $8.20 $8.18 $7.98 $7.84 $8.49 $8.44 $8.77 $9.82 $9.92

Market value, end of period

(common shares) $7.90 $7.58 $7.15 $7.29 $7.34 $7.43 $8.44 $9.63 $9.81 $11.44 $11.75

Total return at market price (%)

(common shares) (b) 6.95* 12.07 4.21 6.35 6.44 (5.57) (6.21) 6.84 (7.72) 4.52 16.01

Ratios and supplemental data:

Net assets, end of period

(common shares) (in thousands) $371,155 $373,773 $386,437 $386,073 $376,865 $370,281 $400,255 $396,212 $408,419 $453,766 $454,915

Ratio of expenses to average

net assets (%) (c, d) .53* 1.14 1.30 1.28 1.27 1.25 1.50%(f ) 1.27 1.23 1.22 1.21

Ratio of net investment income

to average net assets (%) (c) 2.46* 4.83 5.18 6.12 7.21 7.84 7.01 6.97 7.12 6.57 7.13

Portfolio turnover (%) 8.00* 23.14 21.87 25.54 40.82 20.44 17.95 16.72 12.88 19.97 9.63
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* Not annualized.

(a) Per share net investment income has been determined on the basis of the weighted average number of shares outstanding during the period.

(b) Total return assumes dividend reinvestment.

(c) Ratios reflect net assets available to common shares only; net investment income ratio also reflects reduction for dividend payments to

preferred shareholders.

(d) Includes amounts paid through expense offset arrangements.

(e) Amount represents less than $0.01 per share.

(f ) Putnam Managed Municipal Income Trust recently determined that the criteria for sale accounting in FASB Statement No. 140 had not been

met for certain transfers of municipal bonds during the fiscal year ended October 31, 2001 and that its transfers of municipal bonds in connection

with inverse floaters should have been accounted for as secured borrowings rather than as sales. Accordingly, the fund�s ratio of expenses to

average net assets for the fiscal year ended October 31, 2001 has been restated to reflect interest expense that would have been recorded had the

Fund accounted for the transactions as secured borrowings. The impact of the restatement was to increase the ratio of expenses to average net

assets from 1.22% to 1.50% . This restatement had no impact on the fund�s net assets, total return, net investment income or dividends paid for

the fiscal year ended October 31, 2001.

23 P R O S P E C T U S O F T H E T R U S T 24 P R O S P E C T U S O F T H E T R U S T

PUTNAM HIGH YIELD MUNICIPAL TRUST

Financial Highlights
(For a share outstanding throughout the period)
Per-share operating performance

Year ended March 31

2007 2006 2005 2004 2003 2002 2001 2000 1999 1998

Net asset value, beginning of period (common shares) $7.82 $7.72 $7.76 $7.53 $7.79 $8.22 $8.18 $9.14 $9.28 $9.12

Investment operations:

Net investment income (a) .46 .44 .43 .47 .55 .61 .63 .68 .71 .75

Net realized and unrealized gain (loss) on investments .11 .07 (.05) .22 (.26) (.46) .06 (.95) (.09) .18

Total from investment operations .57 .51 .38 .69 .29 .15 .69 (.27) .62 .93

Distributions to preferred shareholders:

From net investment income (.07) (.05) (.03) (.02) (.03) (.04) (.08) (.07) (.07) (.08)

Total from investment operations

(applicable to common shareholders) .50 .46 .35 .67 .26 .11 .61 (.34) .55 .85
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Distributions to common shareholders:

From net investment income (.38) (.38) (.39) (.44) (.52) (.54) (.57) (.62) (.69) (.69)

Total distributions (.38) (.38) (.39) (.44) (.52) (.54) (.57) (.62) (.69) (.69)

Increase from shares repurchased .03 .02 � � � � � � � �

Net asset value, end of period (common shares) $7.97 $7.82 $7.72 $7.76 $7.53 $7.79 $8.22 $8.18 $9.14 $9.28

Market value, end of period (common shares) $7.54 $7.01 $6.67 $7.04 $6.97 $7.59 $8.22 $7.25 $10.94 $10.50

Total return at market price (%) (common shares) (b) 13.39 10.92 0.50 7.54 (1.55) (1.23) 21.63 (28.75) 11.35 9.67

Ratios and supplemental data:

Net assets, end of period

(common shares) (in thousands) $168,482 $170,384 $171,804 $172,815 $167,734 $173,406 $182,614 $181,352 $201,679 $203,035

Ratio of expenses to average net assets (%) (c, d) 1.04 1.15 1.19 1.16 1.17 1.15 1.14 1.19 1.14 1.15

Ratio of net investment income to average net assets (%) (c) 4.89 4.93 5.26 5.84 6.70 7.04 6.74 7.09 6.90 7.27

Portfolio turnover (%) 9.77 22.39 24.67 36.95 34.56 18.38 12.30 16.17 6.92 16.78

(a) Per share net investment income has been determined on the basis of the weighted average number of shares outstanding during the period.

(b) Total return assumes dividend reinvestment.

(c) Ratios reflect net assets available to common shares only; net investment income ratio also reflects reduction for dividend payments to

preferred shareholders.

(d) The ratio of expenses to average net assets includes amounts paid through expense offset arrangements.

25 P R O S P E C T U S O F T H E T R U S T 26 P R O S P E C T U S O F T H E T R U S T

SENIOR SECURITIES TABLES

Managed Municipal Income Trust

Year ended October 31

2006 2005 2004 2003 2002 2001 2000 1999 1998 1997

Preferred shares outstanding, end of period (in thousands) $175,000 $175,000 $175,000 $175,000 $175,000 $175,000 $175,000 $175,000 $175,000 $175,000
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Asset Coverage ratio per Preferred Share 313% 320% 320% 315% 311% 329% 326% 333% 359% 360%

Liquidation Preference per Preferred Share

Series A $100,278 $100,198 $100,101 $100,039 $100,091 $100,115 $100,252 $100,195 $100,170 $100,169

Series B $100,139 $100,096 $100,053 $100,023 $100,039 $100,042 $100,082 $100,049 $100,036 $100,030

Series C $100,067 $100,042 $100,023 $100,022 $100,010 $100,005 $100,079 $100,046 $100,037 $100,029

Average Market Value per Preferred Shares (a)

Series A $100,000 $100,000 $100,000 $100,000 $100,000 $100,000 $100,000 $100,000 $100,000 $100,000

Series B $100,000 $100,000 $100,000 $100,000 $100,000 $100,000 $100,000 $100,000 $100,000 $100,000

Series C $100,000 $100,000 $100,000 $100,000 $100,000 $100,000 $100,000 $100,000 $100,000 $100,000

(a) Represents the average over the calendar year of the market value determined on each remarketing date for Preferred Shares, typically every

28 days for Series A and Series B Preferred Shares and 7 days for Series C Preferred Shares.

High Yield Municipal Trust
Year ended March 31

2007 2006 2005 2004 2003 2002 2001 2000 1999 1998

Preferred shares outstanding, end of period (in thousands) $45,000 $45,000 $45,000 $45,000 $45,000 $45,000 $45,000 $45,000 $45,000 $45,000

Asset Coverage ratio per Preferred Share 474% 479% 482% 484% 473% 485% 506% 503% 548% 551%

Liquidation Preference per Preferred Share $50,016 $50,009 $50,003 $50,009 $50,008 $50,008 $50,014 $50,011 $50,005 $50,031

Average Market Value per Preferred Shares (a) $50,000 $50,000 $50,000 $50,000 $50,000 $50,000 $50,000 $50,000 $50,000 $50,000

(a) Represents the average over the calendar year of the market value determined on each remarketing date for Preferred Shares, typically every
28 days.

27 P R O S P E C T U S O F T H E T R U S T 28 P R O S P E C T U S O F T H E T R U S T

Investment Restrictions. Each fund has adopted certain investment restrictions that may not be changed without the affirmative vote of a
�majority of the outstanding voting securities� of the fund, which is defined in the 1940 Act to mean the affirmative vote of the lesser of (1) more
than 50% of the outstanding common shares and outstanding preferred shares of the fund, each voting as a separate class, or (2) 67% or more of
the outstanding common shares and of the outstanding preferred shares, each voting as a separate class, present at a meeting if more than 50% of
the outstanding shares of each class are represented at the meeting in person or by proxy (so-called �fundamental policies�). As noted, the
investment policies of the funds are substantially similar, however, there are some differences. The following tables compare the fundamental
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policies of Managed Municipal Income Trust, which will remain unchanged, with High Yield Municipal Trust. Where only one investment
policy is set forth with respect to a given category, the investment policy of Managed Municipal Income Trust and High Yield Municipal Trust
are identical.

Managed Municipal Income Trust High Yield Municipal Trust

Senior Securities The fund may not issue senior securities, as defined The fund may not issue senior securities, as defined in

in the 1940 Act, other than shares of beneficial interest the 1940 Act, other than shares of beneficial interest

with preference rights, except to the extent such with preference rights, except to the extent such

issuance might be involved with respect to borrowings issuance might be involved with respect to borrowings

described under restriction [regarding borrowing] below described under restriction [regarding borrowing]

or with respect to transactions involving futures contracts below or with respect to transactions involving financial

or the writing of options within the limits described in futures contracts or the writing of options.

the prospectus.

Borrowing The fund may not borrow money, except that the fund may borrow amounts not exceeding 15% of the value (taken at

the lower of cost or current value) of its total assets (not including the amount borrowed) at the time the borrowing is

made for temporary purposes (including repurchasing its shares while effecting an orderly liquidation of portfolio

securities) or for emergency purposes.

Underwriting The fund may not underwrite securities issued by other persons except to the extent that, in connection with the

disposition of its portfolio investments, it may be deemed to be an underwriter under the federal securities laws.

Real Estate The fund may not purchase or sell real estate, although it may purchase securities of issuers which deal in real estate,
securities which are secured by interests in real estate, and securities which represent interests in real estate, and it
may

acquire and dispose of real estate or interests in real estate acquired through the exercise of its rights as a holder of

debt obligations secured by real estate or interests therein.

Commodities The fund may not purchase or sell commodities or commodity contracts, except that the fund may purchase and sell

financial futures contracts and options and may enter into foreign exchange contracts and other financial transactions

not involving physical commodities.

Loans The fund may not make loans, except by purchase of The fund may not make loans, except by the purchase

debt obligations in which the fund may invest consistent of debt obligations in which the fund may invest

with its investment policies (including without limitation debt consistent with its investment policies, by entering into

obligations issued by other Putnam funds), by entering into repurchase agreements, or by lending its

repurchase agreements or by lending its portfolio securities. portfolio securities.

Diversification The fund may not, with respect to 75% of its total assets, invest in the securities of any issuer if, immediately after such

investment, more than 5% of the total assets of the fund (taken at current value) would be invested in the securities of

such issuer; provided that this limitation does not apply to obligations issued or guaranteed as to interest or principal by

the U.S. Government or its agencies or instrumentalities.

Voting Securities The fund may not, with respect to 75% of its total assets, acquire more the 10% of the outstanding voting securities of

any issuer.

Concentration The fund may not purchase securities (other than securities of the U.S. Government, its agencies or instrumentalities

or tax-exempt securities, except tax-exempt securities backed only by the assets and revenues of non-governmental
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issuers) if, as a result of such purchase, more than 25% of the fund�s total assets would be invested in any one
industry.

29

All percentage limitations on investments described in the tables above apply at the time of investment and are not considered violated unless an
excess or deficiency occurs or exists immediately after and as a result of such investment. In addition to the fundamental policies discussed
above, each fund invests at least 80% of its total assets in tax-exempt municipal securities. Each fund also has a non-fundamental investment
restriction that it may not invest in the securities of a registered open-end investment company, except as they may be acquired as part of a
merger or consolidation or acquisition of assets or by purchases in the open market involving only customary broker�s commissions.

Management. Each fund�s Trustees oversee the general conduct of each fund�s business. The funds have the same Trustees. The Trustees have
retained Putnam Management to serve as each fund�s investment manager, responsible for making investment decisions for each fund and
managing each fund�s other affairs and business. The basis for the Trustees� approval of Managed Municipal Income Trust�s management contract
is discussed in that fund�s semi-annual report to shareholders dated April 30, 2007 and the basis for the Trustees� approval of High Yield
Municipal Trust�s management contract is discussed in that fund�s annual report to shareholders dated March 31, 2007.

Putnam Management is paid a management and investment advisory fee for services it provides to Managed Municipal Income Fund and High
Yield Municipal Trust. For each fund, the management fee is paid quarterly and based on the lesser of (i) an annual rate of 0.55% of the fund�s
average net assets attributable to common shares and preferred shares outstanding or (ii) the following annual rates express as a percentage of
the fund�s average net assets attributable to common shares and preferred shares outstanding: 0.65% of the first $500 million, 0.55% of the next
$500 million, 0.50% of the next $500 million, 0.45% of the next $5 billion, 0.425% of the next $5 billion, 0.405% of the next $5 billion, 0.39%
of the next $5 billion, and 0.38% thereafter.

Under the terms of these agreements, if dividends payable on preferred shares during any dividend period plus any expenses attributable to
preferred shares for that period, exceed the fund�s net income and net short-term capital gains attributable to the proceeds of the preferred shares
during that period, in each case as determined in accordance with procedures established by the fund�s Trustees, then the fees payable to Putnam
Management for that period will be reduced by the amount of the excess (but not by more than the effective management fee rate under the
contract multiplied by the aggregate liquidation preference of the preferred shares outstanding during the period).

Putnam Management, located at One Post Office Square, Boston, Massachusetts 02109, is a subsidiary of Putnam, LLC, which is also the parent
company of Putnam Retail Management Limited Partnership, Putnam Advisory Company, LLC (a wholly owned subsidiary of Putnam
Advisory Company, Limited Partnership), Putnam Investments Limited (a wholly owned subsidiary of The Putnam Advisory Company, LLC)
and Putnam Fiduciary Trust Company. Putnam, LLC, which generally conducts business under the name Putnam Investments, is owned by
Great-West Lifeco Inc., a subsidiary of Power Financial Corporation. Power Financial Corporation is a diversified management and holding
company that has interests, directly or indirectly, in companies that are active in the financial services sector in Canada, the United States and
Europe. It also has substantial holdings in a group of energy, water, waste services, specialty minerals and cement and building materials
companies based in Europe. Great-West Lifeco Inc. purchased its majority interest in Putnam Investments Trust on August 3, 2007 from Marsh
& McLennan Companies, Inc., a publicly-owned holding company whose principal businesses are international insurance and reinsurance
brokerage and employee benefit consulting.

Investment Management Team. Putnam Management�s investment professionals are organized into investment management teams, with a
particular team dedicated to a specific asset class. The members of the Tax-Exempt Fixed-Income Team manage the investments of Managed
Municipal Income Trust and High Yield Municipal Trust. The names of all team members can be found at www.putnam.com.

The team members identified below as each fund�s Portfolio Leader and Portfolio Members coordinate the team�s efforts related to the funds and
are primarily responsible for the day-to-day management of each fund�s portfolio. In addition to these individuals, the team also includes other
investment professionals, whose analysis, recommendations and research inform investment decisions made for the funds.

30
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Paul Drury 2002 Putnam Tax Exempt Specialist

Management Previously, Portfolio

1989 � Present Manager

SeniorTrader

Joined Positions Over

Portfolio Members Fund Employer Past Five Years

Thalia Meehan 2006 Putnam Team Leader, Tax

Management Exempt Fixed Income

1989 � Present Team. Previously,

Director,Tax

Exempt Research

Brad Libby 2006 Putnam Tax Exempt Specialist

Management Previously, Analyst

2001 � Present

Susan McCormack 2002 Putnam Tax Exempt Specialist

Management Previously, Portfolio

1994 � Present Manager

For more information on the other accounts that these individuals manage, these individuals� compensation and ownership of Managed
Municipal Income Trust�s shares, see the Merger SAI.

The funds pay all expenses not assumed by Putnam Management, including Trustees� fees, auditing, legal, custodial, investor servicing and
shareholder reporting expenses. The funds also reimburse Putnam Management for the compensation and related expenses of certain funds
officers and their staff who provide administrative services. The total reimbursement is determined annually by the Trustees.

Effective January 1, 2007, the funds retained State Street Bank and Trust Company (�State Street�), 2 Avenue de Lafayette, Boston, Massachusetts
02111, as their custodian. (State Street also provides certain administrative pricing and bookkeeping services.) Putnam Fiduciary Trust Company
(�PFTC�), the funds� previous custodian, managed the transfer of the funds� assets to State Street. State Street is responsible for safeguarding and
controlling the funds� cash and securities, handling the receipt and delivery of securities, collecting interest and dividends on the funds�
investments, serving as the funds� foreign custody manager, providing reports on foreign securities depositaries, making payments covering the
expenses of the funds and performing other administrative duties. State Street does not determine the investment policies of the funds or decide
which securities the funds will buy or sell. State Street has a lien on the funds� assets to secure charges and advances made by it.

The funds pay State Street an annual fee based on the funds� assets held with State Street and on securities transactions processed by State Street
and reimburses State Street for certain out-of-pocket expenses. The funds will make payments to PFTC in 2007 for managing the transition of
custody services from PFTC to State Street and for providing oversight services. The funds may from time to time enter into brokerage
arrangements that reduce or recapture fund expenses, including custody expenses. The funds also have an offset arrangement that may reduce
the funds� custody fee based on the amount of cash maintained by their custodian. Putnam Investor Services, a division of PFTC, P.O. Box 8383,
Boston, Massachusetts 02266-8383, is the investor servicing, transfer and dividend disbursing agent for the funds.

Description of Fund Shares. The Trustees of each fund have authority to issue an unlimited number of shares of beneficial interest without par
value in such classes and series as may be provided for in the Bylaws. The Bylaws of Managed Municipal Income Trust currently authorize the
issuance of up to 550 Series A preferred shares, 550 Series B preferred shares, 650 Series C preferred shares and 1,750 Series I preferred shares
(and approval of the holders of Managed Municipal Income Trust�s outstanding preferred shares is currently being sought to authorize $45
million in Preferred Merger Shares, which will be issued as Series C preferred shares); and the Bylaws of High Yield Municipal Trust currently
authorize up to 4,000 Series A preferred shares and 4,000 Series I preferred shares. No Series I preferred shares of the funds are outstanding. The
Bylaws of each fund also prohibit the fund from offering additional preferred shares on parity with or having priority on liquidation over the
fund�s outstanding preferred shares without the approval of a majority of the fund�s outstanding preferred shares. Except for the Merger Shares to
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be issued in the merger, the funds do not fund have a present intention of offering additional shares. All other offerings of a fund�s shares require
approval of the Trustees. Any additional offering of common shares would be subject to the requirements of the 1940 Act that such shares may
not be sold at a price per common share below the then-current net asset value per share, exclusive of underwriting discounts and commissions,
except in connection with an offering to existing common shareholders or with the consent of the holders of a majority of a fund�s outstanding
common shares.
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The outstanding common shares of each fund are, and the Common Merger Shares, when issued and sold, will be, except as described under
�Description of the Merger Shares� above, fully paid and non-assessable by the fund. The outstanding common shares of each fund have, and the
Common Merger Shares will have, no preemptive, conversion, exchange or redemption rights. Each common share of a fund has one vote, with
fractional shares voting proportionately, and is freely transferable.

Common shares of each fund are traded on the NYSE, with an average weekly trading volume for the year ended December 31, 2006 of
383,292.30 shares for Managed Municipal Income Trust and 159,984.60 shares for High Yield Municipal Trust.

Each series of preferred shares of Managed Municipal Income Trust has a liquidation preference of $100,000 per share, plus an amount equal to
accumulated but unpaid dividends (whether or not earned or declared). If the proposal regarding the two-for-one stock-split of Series C preferred
shares of Managed Municipal Income is approved, the liquidation preference of Series C preferred shares of Managed Municipal Income Trust
will be $50,000. Each series of preferred shares of High Yield Municipal Trust has a liquidation preference of $50,000 per share plus an amount
equal to accumulated but unpaid dividends (whether or not earned or declared). Preferred Merger Shares have a liquidation preference of
$100,000 per share per share, plus an amount equal to accumulated but unpaid dividends (whether or not earned or declared). All outstanding
preferred shares are, and all Preferred Merger Shares, when issued and sold, will be, except as described under �Description of the Merger Shares�
above, fully paid and non-assessable and not convertible into common shares. Further, such shares do not, and will not, have any preemptive
rights. Such preferred shares are not, and will not be, subject to any sinking fund, but are redeemable under certain circumstances.

The Bylaws of each fund provide generally that holders of preferred shares will be entitled to receive, when, as and if declared by the fund,
cumulative cash dividends for each dividend period (generally either 28 days for Series A and Series B preferred shares of Managed Municipal
Income Trust or 7 days for Series C preferred shares of Managed Municipal Income Trust and preferred shares of High Yield Municipal Trust,
although the fund may, subject to certain conditions, designate a special dividend period of longer periods) at an annual rate set by the fund�s
remarketing agent in accordance with the remarketing procedures set forth in the fund�sBylaws. The holder of a preferred share may elect, by
notice to the fund�s remarketing agent, to tender such share in any remarketing or to hold such share for the next dividend period. The dividend
rate applicable to a dividend period for preferred shares of a fund is the rate that the fund�s remarketing agent determines is the lowest rate that
will enable it to remarket, on behalf of the holders of such preferred shares, all preferred shares tendered in such remarketing. This dividend rate
is subject to a maximum rate based on the credit rating assigned to such preferred shares and an applicable reference rate (the maximum rate is
increased for periods during which the fund has failed to make dividend payments on preferred shares when due). If a fund includes any income
subject to regular federal income tax in a dividend on preferred shares, it will generally be required to pay Additional Dividends on such
preferred shares in an amount that approximates the related regular federal income tax effects. The preferred shares of each fund are generally
held only in book entry form through The Depository Trust Company; transfers of beneficial ownership of preferred shares will be recorded only
in accordance with the procedures of the fund�s paying agent.

Each fund�s preferred shares are subject to mandatory redemption in the event the fund should fail to meet the asset coverage requirements
imposed by the 1940 Act or by the agencies rating such preferred shares, and, subject to certain conditions (including the condition that the fund
be current in the payment of dividends on all preferred shares), to involuntary redemption, either in part or full, at the option of the fund, at a
price equal to the applicable liquidation preference (plus any applicable premium, if the fund has designated a premium call period).

The Bylaws of each fund require that the holders of the fund�s preferred shares, voting as a separate class, have the right to elect at least two
Trustees at all times, and to elect a majority of the Trustees at any time two years� dividends on the preferred shares are unpaid. The holders of
each fund�s preferred shares will vote as a separate class on certain other matters as required by the fund�s Bylaws, the 1940 Act and
Massachusetts law, including the merger or consolidation of the fund. Except as expressly required by applicable law or expressly set forth in the
funds� Agreement and Declaration of Trust and Bylaws and as otherwise indicated in this Prospectus/Proxy Statement, each holder of preferred
shares and each holder of common shares of the funds shall be entitled to one vote for each share held on each matter submitted to a vote of
shareholders of the fund, and the holders of outstanding
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preferred shares and of common shares shall vote together as a single class. The Agreement and Declaration of Trust and Bylaws of each fund
may not be amended in a manner that would materially and adversely affect its preferred shareholders without the consent of holders of a
majority of its outstanding preferred shares. For more information about the funds� preferred shares, see �Information about the Funds � Preferred
Shares� and �Information about the funds� preferred shares� in the Merger SAI or, for preferred shareholders of High Yield Municipal Trust only,
Appendix C.

Set forth below is information about each fund�s securities as of July 20, 2007:

Managed Municipal Income Trust
Amount Amount Amount

Title of Class Authorized Held by Fund Outstanding

Common Shares unlimited 0 40,192,989

Preferred Shares

Series A 550 0 550

Series B 550 0 550

Series C 650 0 650

Series I 1,750 0 0

High Yield Municipal Trust
Amount Amount Amount

Title of Class Authorized Held by Fund Outstanding

Common Shares unlimited 0 19,018,783

Preferred Shares

Series A 4,000 0 900

Series I 4,000 0 0

Declaration of Trust and Bylaws. Each fund�s Agreement and Declaration of Trust includes provisions that could have the effect of limiting the
ability of other entities or persons to acquire control of the fund, or to cause it to engage in certain transactions or to modify its structure. The
affirmative vote of at least two-thirds of the outstanding common and preferred shares of a fund, voting together, is required to authorize any of
the following actions:

(1) merger or consolidation of the fund,

(2) sale of all or substantially all of the assets of the fund,

(3) conversion of the fund to an open-end investment company, or
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(4) amendment of the Agreement and Declaration of Trust to reduce the two-thirds vote required to authorize the actions in (1) through (3)
above.

With respect to any of the actions listed in (1) through (3) above, if authorized by the affirmative vote of two-thirds of the total number of
Trustees, a vote of a majority of the outstanding common and preferred shares of a fund, voting together, serves as sufficient authorization for
the action pursuant to each fund�s Declaration of Trust.

The Trustees have determined that the two-thirds voting requirements described above, which are greater than the minimum requirements under
the 1940 Act, are in the best interests of each fund and its shareholders generally. Reference is made to the Agreement and Declaration of Trust
of each fund, on file with the SEC, for the full text of these provisions. These provisions could have the effect of depriving shareholders of an
opportunity to sell their shares at a premium over prevailing market prices by discouraging a third party from seeking to obtain control of a fund
in a tender offer or similar transaction and may have the net effect of inhibiting the fund�s conversion to open-end status.

The Bylaws of the funds contain stricter voting requirements with respect to certain actions than each fund�s Agreement and Declaration of Trust.
For example, the authorization of the merger or consolidation of the fund requires the affirmative vote of the applicable percentage (i.e.,
two-thirds or a majority, as determined by the Declaration of Trust and noted above) of the outstanding common and preferred shares of a fund,
each voting separately as a class.

Trading discounts and repurchase of shares.

Because each fund is a closed-end investment company, common shareholders of each fund do not, and will not, have the right to redeem their
shares. Shares of the funds trade in the open market at a price which is a function of several factors, including yield and net asset value of the
shares and the extent of market activity. Shares of closed-end investment companies frequently trade at a discount from net asset value, but in
some cases trade at a premium. When a fund repurchases its shares at a price below their net asset value, the net asset value of those shares that
remain outstanding will be increased, but this does not necessarily mean that the market price of those outstanding shares will be affected either
positively or negatively.

The Trustees carefully monitor the trading prices of each fund�s shares, recognizing that trading prices and discounts fluctuate over time. At
times when the fund trades at a material discount for an extended period of time, the Trustees may examine possible factors contributing to the
situation and consider a broad range of possible actions in an effort to reduce or eliminate the discount.
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Such actions that could be implemented consistent with the funds� closed-end structure might include:

* Communications with the marketplace regarding the benefits of investing in each fund in an effort to increase investor demand for the fund�s
shares;

* Repurchases by each fund of its shares at prevailing market prices; and

* Tender offers by each fund to repurchase its shares at net asset value (or at a price above market and below net asset value).

It is possible that these actions may have a temporary effect on the fund�s trading discount, but industry experience suggests that they generally
have little, if any, long term impact. Repurchases of shares, whether in the market or in tender offers, reduce the fund�s size and may result in an
increase in the fund�s expense ratio. To the extent that shares are repurchased at prices below net asset value, such repurchases would also
enhance the net asset value of the fund�s shares and the total return for remaining shareholders. The Trustees have authorized share repurchases
by certain Putnam closed-end funds on past occasions. More recently, in October 2005 and through subsequent actions, the Trustees authorized
all of the Putnam closed-end funds, including Managed Municipal Income Trust and High Yield Municipal Trust, to repurchase up to 10% of
their outstanding shares at market prices through October 2007. Under that repurchase program, Managed Municipal Income Trust and High
Yield Municipal Trust repurchased shares representing 5.4% and 5.1%, respectively, of such fund�s net assets during the period from October
2005 through April 30, 2007. In early 2007, the Trustees approved, for eight Putnam closed-end funds, including the funds, a comprehensive
program to conduct tender offers for up to 10% of the outstanding common shares at a purchase price equal to 98% of the fund�s per-share net
asset value at the closing date of the offer. These tender offers expired in July 2007 and resulted in the full 10% of outstanding common shares
being repurchased by each of the funds.

See �Information about the Funds � Trading Information� on page 36.
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Determination of net asset value. Each fund calculates the net asset value of a share at least weekly by dividing the total value of its assets, less
liabilities and the net assets allocated to the preferred shares, by the number of its shares outstanding. Each fund�s shares are valued as of the
close of regular trading on the NYSE each day the exchange is open.

Each fund values its investments for which market quotations are readily available at market value. They value all other investments and assets
at their fair value. The fair value determined for an investment may differ from recent market prices for an investment.

Each fund�s tax-exempt investments are generally valued at fair value on the basis of valuations provided by an independent pricing service
approved by the applicable fund�s Trustees. Such services determine valuations for normal institutional-size trading units of such securities using
information with respect to transactions in the bond being valued, quotations from bond dealers, market transactions in comparable securities
and various relationships, generally recognized by institutional traders, between securities in determining value.

Dividend reinvestment plan. Each fund offers a dividend reinvestment plan (each, a �Plan�). With respect to High Yield Municipal Trust, the
Trustees have determined to suspend the Plan indefinitely, beginning with the October 2007 dividend, in connection with the proposed merger.
The following describes each fund�s Plan.

For shareholders participating in the Plan, all income dividends and capital gains distributions are automatically reinvested in additional shares
of the fund. Reinvestment transactions are executed by Investors Bank and Trust Company, 200 Clarendon St., Boston, MA (617-937-6300) (the
�Plan Agent�). If a shareholder is not participating in the Plan, every month the shareholder will receive all dividends and/or capital gains
distributions in cash, paid by check and mailed directly to the shareholder. If a shareholder would like to participate in the Plan, the shareholder
may instruct Putnam Investor Services (which provides certain administrative and bookkeeping services to the Plan) to enroll the shareholder.
The Plan Agent will automatically reinvest subsequent distributions and Putnam Investor Services will send the shareholder a confirmation in
the mail telling the shareholder how may additional shares were credited to the shareholder�s account. Shareholders of the funds are
automatically enrolled in the Plan unless they elect not to participate. Shareholders may contact Putnam Investor Services either in writing at
P.O. Box 8383, Boston, Massachusetts 02266-8383, or by telephone at 1-800-225-1581 during normal East Coast business hours. Shareholders
of High Yield Municipal Trust who have elected not to participate in High Yield Municipal Trust�s Plan will, if the merger is approved, be
deemed to have elected not to participate in Managed Municipal Income Trust�s Plan.
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The Plan Agent will buy fund shares for participating accounts in the open market. The acquisition cost of these shares may be higher or lower
than the net asset value of the fund�s shares at the time of the reinvestment.

Participants may withdraw from a Plan at any time by notifying Putnam Investor Services, either in writing or by telephone. If a participant
withdraws from the Plan (or if a Plan is terminated), the participant will receive future income dividends and capital gains distributions in cash.
There is no penalty for withdrawing from or not participating in a Plan.

Putnam Investor Services maintains all participants� accounts in a Plan on behalf of the Plan Agent and furnishes written confirmation of all
transactions, including information needed by participants for tax records. Each participant�s shares will be held by Putnam Investor Services in
the participant�s name, and each participant�s proxy will include those shares purchased through the Plan.

Each participant bears a proportionate share of brokerage commissions incurred when the Plan Agent purchases additional shares on the open
market, in accordance with a Plan. In each case, the cost of shares purchased for each participant�s account will be the average cost, including
brokerage commissions, of any shares so purchased plus the cost of any shares issued by a fund. If a participant instructs the Plan Agent to sell
the participant�s shares, the participant will incur brokerage commissions for the sale.

Reinvesting dividends and capital gains distributions in shares of the funds does not relieve a participant of tax obligations, which are the same
as if the participant had received cash distributions. Putnam Investor Services supplies tax information to the participant and to the Service
annually and complies with all Service withholding requirements. Each fund reserves the right to amend a Plan to include service charges, to
make other changes or to terminate a Plan upon 30 days� written notice.

If a shareholder�s shares are held in the name of a broker or nominee offering a dividend reinvestment service, the shareholder should consult the
shareholder�s broker or nominee to ensure that an appropriate election is made on the shareholder�s behalf. If the broker or nominee holding the
shareholder�s shares does not provide a reinvestment service, the shareholder may need to register the shareholder�s shares in the shareholder�s
own name in order to participate in a Plan.

In situations where a bank, broker or nominee holds shares for others, a Plan will be administered according to instructions and information
provided by the bank, broker or nominee.
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Dividends and distributions. Each fund has a policy to make monthly distributions to common shareholders from net investment income.
Monthly distributions to common shareholders consist of the net investment income of each fund remaining after the payment of dividends on
the preferred shares.

Net investment income of each fund consists of all interest and other income (excluding capital gains and losses) accrued on portfolio assets, less
all expenses of each fund allocable thereto. Income and expenses of each fund are accrued each day. Amounts which economically represent the
excess of realized capital gains over realized capital losses, if any, are distributed to common shareholders at least annually to the extent not
necessary to pay dividends (including Additional Dividends) on or to meet the liquidation preference of the preferred shares. However, for
federal income tax purposes, the common shareholders and the preferred shareholders are treated as receiving their proportionate share of the
excess of each fund�s realized capital gains over realized capital losses, based upon the percentage of total dividends paid by the fund for the year
that is received by each class.

While there are any preferred shares outstanding, neither fund may declare any cash dividend or other distribution on its common shares, unless
at the time of such declaration (1) all accrued dividends on the preferred shares have been paid and (2) the value of each fund�s total assets, less
all liabilities and indebtedness of the fund (determined after deducting the amount of such dividend or other distribution), is at least 200% of the
liquidation preference of the outstanding preferred shares (expected to equal the aggregate original purchase price of the outstanding preferred
shares plus any accrued and unpaid dividends thereon). In addition to the requirements of the 1940 Act, each fund is required to comply with
other asset coverage requirements as a condition of the fund obtaining a rating of the preferred shares from a nationally recognized rating
service. These requirements include, among other things, an asset coverage test more stringent than under the 1940 Act. The limitation on each
fund�s ability to make distributions on its common shares could, in certain circumstances, impair the ability of each fund to maintain its
qualification for taxation as a regulated investment company or might otherwise cause the fund to be subject to federal tax. Each fund intends,
however, to the extent possible, to repurchase or redeem preferred
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shares from time to time to maintain compliance with such asset coverage requirements and may pay �special dividends� to the holders of the
preferred shares in certain circumstances in an effort to maintain the fund�s status as a regulated investment company and to relieve the fund of
any federal tax.

As noted above under �Information about the Funds �Preferred Shares,� the terms of the preferred shares require that if, for any taxable year, any
portion of the dividends on the preferred shares is not designated by a fund as exempt-interest dividends solely because that fund, in its
judgment, is required to allocate capital gains or taxable income to the preferred shares, Additional Dividends will become payable on the
preferred shares in an amount such that the net after-tax return on the preferred shares would be the same as the net after-tax return that would
have been derived if the dividends paid to the holders of the preferred shares, not including any such Additional Dividends, had qualified in their
entirety as exempt-interest dividends. The amount of any dividend payable to common shareholders will be reduced by the amount of any such
Additional Dividends.

To permit each fund to maintain a more stable monthly distribution, each fund may from time to time pay out less than the entire amount of
available net investment income to common shareholders earned in any particular period. Any such amount retained by a fund would be
available to stabilize future distributions. As a result, the distributions paid by a fund for any particular period may be more or less than the
amount of net investment income actually earned by that fund during such period. For information concerning the tax treatment of distributions
to common shareholders, see �Taxation� below. The funds intend, however, to make such distributions as are necessary to maintain qualification
as a regulated investment company.

Common shareholders may have their dividend or distribution checks sent to parties other than themselves. A �Dividend Order� form is available
from Putnam Investor Services, mailing address: P.O. Box 8383, Boston, Massachusetts 02266-8383. After Putnam Investor Services receives
this completed form with all registered owners� signatures guaranteed, the common shareholder�s distribution checks will be sent to the bank or
other person that the common shareholder has designated.

For information concerning the tax treatment of such dividends and distributions to shareholders, see the discussion under �Taxation.�

Taxation. The following federal tax discussion is based on the advice of Ropes & Gray LLP, counsel to the funds, and reflects provisions of the
Code, existing treasury regulations, rulings published by the Service, and other applicable authority, as of the date of this Prospectus/Proxy
Statement. These authorities are subject to change by legislative or administrative action.

The following discussion is only a summary of some of the important tax considerations generally applicable to investments in Managed
Municipal Income Trust. For more detailed information regarding tax considerations, see the Merger SAI. There may be other tax considerations
applicable to particular investors. In addition, income earned through an investment in Managed Municipal Income Trust may be subject to state
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and local taxes. Because Managed Municipal Income Trust will be the surviving fund if the merger is approved, the discussion deals only with
the taxation of Managed Municipal Income Trust.

Managed Municipal Income Trust intends to qualify each year for taxation as a regulated investment company under Subchapter M of the Code.
If the fund so quali-fies, it will not be subject to federal income tax on income distributed timely to its shareholders in the form of dividends or
capital gain distributions.

To satisfy the distribution requirement applicable to regulated investment companies, amounts paid as dividends by Managed Municipal Income
Trust to its shareholders, including holders of its preferred shares, must qualify for the dividends-paid deduction. In certain circumstances, the
Service could take the position that dividends paid on the preferred shares constitute preferential dividends under section 562(c) of the Code, and
thus do not qualify for the dividends-paid deduction.

If at any time when preferred shares are outstanding Managed Municipal Income Trust does not meet applicable asset coverage requirements, it
will be required to suspend distributions to common shareholders until the requisite asset coverage is restored. Any such suspension may cause
the fund to pay a 4% federal excise tax (imposed on regulated investment companies that fail to distribute for a given calendar year, generally, at
least 98% of their net investment income and capital gain net income), or may, in certain circumstances, prevent Managed Municipal Income
Trust from qualifying as a regulated investment company. The fund may redeem preferred shares or pay �special dividends� to the holders of the
preferred shares in an effort to comply with the distribution requirement applicable to regulated investment companies and to avoid the excise
tax.
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Fund distributions designated as �tax-exempt dividends� are not generally subject to federal income tax. In addition, an investment in the fund may
result in liability for federal alternative minimum tax, both for individual and corporate shareholders.

The Supreme Court has agreed to hear an appeal of a state-court decision that might significantly affect how states tax in-state and out-of-state
municipal bonds. A Kentucky state court held that a Kentucky law violates the U.S. Constitution by treating, for Kentucky state tax purposes,
the interest income on in-state municipal bonds differently from the income on out-of-state municipal bonds. If the Supreme Court affirms this
holding, most states likely will revisit the way in which they treat the interest on municipal bonds, and this has the potential to increase
significantly the amount of state tax paid by shareholders on exempt-interest dividends derived from obligations issued by government agencies
located in their state of residence. The Supreme Court has announced oral arguments on this case for the fall of 2007 and would likely issue a
decision sometime thereafter. You should consult your tax advisor to discuss the tax consequences of your investment in the Fund.

The terms of the preferred shares require that if, for any taxable year, any portion of the distributions paid by Managed Municipal Income Trust
on the preferred shares at the applicable rate is not designated by the fund as exempt-interest dividends solely because the fund, in its judgment,
is required to allocate capital gains and taxable income to the preferred shares, then the fund will be required to pay Additional Dividends to
holders of the preferred shares to compensate for the resulting reduction in the after-tax return to such holders. It is anticipated that the allocation
rules described above will in many circumstances require Managed Municipal Income Trust to pay such Additional Dividends. Such a
distribution would reduce the amount available for distribution to common shareholders.

The fund may at times buy tax-exempt investments at a discount from the price at which they were originally issued, especially during periods of
rising interest rates. For federal income tax purposes, some or all of this market discount will be included in the fund�s ordinary income and will
be taxable to shareholders as such when it is distributed.

The fund�s investments in certain debt obligations may cause the fund to recognize taxable income in excess of the cash generated by such
obligations. Thus, the fund could be required at times to liquidate other investments in order to satisfy its distribution requirements.

For federal income tax purposes, distributions of investment income other than �tax-exempt dividends� are taxable as ordinary income. Generally,
gains realized by a fund on the sale or exchange of investments will be taxable to its shareholders, even though the income from such
investments generally will be tax-exempt. Taxes on distributions of capital gains are determined by how long the fund owned the investments
that generated them, rather than how long a shareholder has owned his or her shares. Distributions are taxable to shareholders even if they are
paid from income or gains earned by the fund before a shareholder�s investment (and thus were included in the price the shareholder paid).
Distributions of gains from investments that the fund owned for more than one year will be taxable as capital gains. Distributions of gains from
investments that the fund owned for one year or less will be taxable as ordinary income. Distributions are taxable whether shareholders receive
them in cash or reinvest then in additional shares through the Dividend Reinvestment Plan.

Any gain resulting from the sale or exchange of fund shares will generally also be subject to tax. You should consult your tax advisor for more
information on your own tax situation, including possible state and local taxes.
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Trading Information. The following chart shows quarterly per common share trading information of each fund for the past two fiscal years and
the current fiscal year of the funds, as listed on the NYSE.

Managed Municipal Income Trust
(Unaudited)

Market Market Closing Discount or

Quarter High Low Market Closing  (Premium) to

Ended Price ($) Price ($) Price ($) NAV ($) NAV (%)

7/31/07 8.13 7.55 7.77 8.17 �5.15

4/30/07 7.97 7.73 7.90 8.31 �5.19

1/31/07 7.83 7.58 7.79 8.32 �6.80

10/31/06 7.65 7.34 7.58 8.37 �9.44

7/31/06 7.35 7.12 7.35 8.24 �10.80

4/30/06 7.49 7.10 7.22 8.21 �12.06

1/31/06 7.33 6.95 7.25 8.25 �12.12

10/31/05 7.83 7.15 7.15 8.20 �12.80

7/31/05 7.93 7.14 7.77 8.30 �6.39

4/30/05 7.37 6.96 7.15 8.26 �13.44

1/31/05 7.34 7.08 7.31 8.28 �11.71

10/31/04 7.35 7.11 7.29 8.18 �10.88
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High Yield Municipal Trust
(Unaudited)

Market  Market Closing Discount or

Quarter High Low Market Closing  (Premium) to

Ended Price ($) Price ($) Price ($) NAV ($) NAV (%)

6/30/07 7.62 7.24 7.39 7.84 �6.09

3/31/07 7.65 7.29 7.54 7.97 �5.40

12/31/06 7.27 7.10 7.25 7.99 �9.26
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9/30/06 7.12 6.76 7.10 7.96 �10.80

6/30/06 7.00 6.76 6.81 7.81 �12.80

3/31/06 7.05 6.79 7.01 7.82 �10.36

12/31/05 6.95 6.62 6.77 7.82 �13.43

9/30/05 7.18 6.94 6.94 7.83 �11.37

6/30/05 7.17 6.66 7.14 7.86 �9.16

3/31/05 6.81 6.52 6.67 7.72 �13.60

On June 29, 2007, the market price, net asset value per common share, and discount to net asset value were $7.86, $8.18, and �3.91%,
respectively for Managed Municipal Income Trust; and $7.39, $7.84, and �5.74%, respectively, for High Yield Municipal Trust.

IV. FURTHER INFORMATION ABOUT VOTING AND THE MEETING.

General. This Prospectus/Proxy Statement is furnished in connection with the proposed merger of High Yield Municipal Trust into Managed
Municipal Income Trust, the proposed authorization of the issuance of the Preferred Merger Shares and the solicitation of proxies by and on
behalf of the Trustees for use at the Joint Special Meeting of Shareholders (the �Meeting�). The Meeting is to be held on October 22, 2007, at
11:00 a.m. Eastern time at One Post Office Square, 12th Floor, Boston, Massachusetts, or at such later time as is made necessary by
adjournment. The Notice of the Special Meeting, the combined Prospectus/Proxy Statement and the enclosed form of proxy are being mailed to
shareholders on or about September 17, 2007.

Only shareholders of record on August 6, 2007 (the �Record Date�) are entitled to notice of and to vote at the Meeting. Each share is entitled to
one vote, with fractional shares voting proportionately.

As of August 6, 2007, there were 40,190,738 outstanding common, 550 outstanding Series A preferred shares, 550 outstanding Series B
preferred shares, 650 outstanding Series C preferred shares and 0 outstanding Series I preferred shares of beneficial interest of Managed
Municipal Income Trust; and 19,017,435 outstanding common, 900 outstanding Series A preferred shares, and 0 outstanding Series I preferred
shares of beneficial interest of High Yield Municipal Trust.

The Trustees know of no matters other than those set forth herein to be brought before the Meeting. If, however, any other matters properly
come before the Meeting, it is the Trustees� intention that proxies will be voted on such matters in accordance with the judgment of the persons
named in the enclosed form of proxy.

Required vote. Proxies are being solicited from each fund�s shareholders by its Trustees for the Meeting. Unless revoked, all valid proxies will
be voted in accordance with the specification thereon or, in the absence of specifications, FOR approval of the Conversion Plan, FOR approval
of the Plan of Merger, and FOR approval of the Preferred Merger Shares of Managed Municipal Income Trust. The transactions will be
consummated only if the following approvals are received:

(a) The Conversion Plan requires the affirmative vote of holders of a majority of the outstanding common and preferred shares of High Yield
Municipal Trust entitled to vote (each class voting separately);

(b) The Plan of Merger requires the affirmative vote of (i) holders of a majority of the outstanding common and preferred shares of beneficial
interest of Managed Municipal Income Trust entitled to vote (each class voting separately) and (ii) holders of a majority of the outstanding
common and preferred shares of High Yield Municipal Trust entitled to vote (each class voting separately);
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(c) Issuance of the Preferred Merger Shares requires the affirmative vote of a majority of the outstanding preferred shares of Managed Municipal
Income Trust entitled to vote; and

(d) The two-for-one stock-split of Series C preferred shares of Managed Municipal Income Trust and the corresponding reduction in liquidation
preference requires the affirmative vote of a majority of the outstanding preferred shares of Managed Municipal Income Trust entitled to vote
(each series voting separately).

Shareholders of Managed Municipal Income Trust who vote against the proposed mergers will not have any appraisal or other dissenters� rights.
Common shareholders of High Yield Municipal Trust who object to the merger of their fund will have, as an exclusive remedy under the LLC
Act, the right to resign as a member of High Yield Municipal Trust, in its limited liability company form, following the Conversion. Under the
operating agreement of High Yield Municipal Trust in its limited liability company
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form (which will become effective upon the conversion in substantially the form appended to the Plan of Conversion attached hereto as
Appendix A), a resigning member is entitled solely to the market value of his or her shares, which may be less than or greater than the net asset
value of such shares. In order to assert the right to resign from High Yield Municipal Trust, you must: (i) before the vote to approve the
applicable Plan of Merger, deliver to High Yield Municipal Trust at One Post Office Square, Boston, MA 02109, written notice of your request
to resign; (ii) NOT vote your shares in favor of the proposal to approve the applicable Plan of Merger; and (iii) comply with such other
procedures set forth in your fund�s operating agreement upon its effectiveness or as otherwise required by the Board of your fund.

Quorum and method of tabulation. Shareholders of record of each fund at the close of business on the Record Date will be entitled to vote at
the Meeting or any adjournment thereof. The holders of a majority of the shares of each fund outstanding at the close of business on the Record
Date present in person or represented by proxy will constitute a quorum for the Meeting.

Votes cast by proxy or in person at the meeting will be counted by persons appointed by the relevant fund as tellers for the Meeting. The tellers
will count the total number of votes cast �for� approval of the proposal for purposes of determining whether sufficient affirmative votes have been
cast. The tellers will count shares represented by proxies that reflect abstentions and �broker non-votes� (i.e., shares held by brokers or nominees
as to which (i) instructions have not been received from the beneficial owners or the persons entitled to vote and (ii) the broker or nominee does
not have the discretionary voting power on a particular matter) as shares that are present and entitled to vote on the matter for purposes of
determining the presence of a quorum. Abstentions and broker non-votes have the effect of a negative vote on the proposal.

As of July 31, 2007, the officers and Trustees of each fund as a group beneficially owned less than 1% of the outstanding shares of such fund,
and no person owned of record or, to the knowledge of a fund, beneficially 5% or more of the outstanding shares of each fund, except as
follows:

Managed Municipal Income Trust

Shareholder Name Percentage

and Address Holdings Owned

Cede & Co.* 36,181,006 90.00%

20 Bowling Green Common

New York, NY 10004-1408 Shares

* Believed to hold shares only as a nominee.

High Yield Municipal Trust

Shareholder Name Percentage

and Address Holdings Owned
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Cede & Co.* 17,146,272 90.10%

20 Bowling Green Common

New York, NY 10004-1408 Shares

Roumell Asset

Management, LLC 1,281,699 5.98%

2 Wisconsin Circle, Ste. 660 Common

Chevy Chase, MD 20815 Shares

* Believed to hold shares only as a nominee.

The following tables sets forth those persons who are expected to own of record or beneficially 5% or more of the outstanding shares of
Managed Municipal Income Trust, based on the share ownership record discussed above, after the consummation of the proposed merger:

Managed Municipal Income Trust (pro forma combined with High Yield Municipal Trust)

Cede & Co.*

20 Bowling Green

New York, NY 10004-1408 90.08%

* Believed to hold shares only as a nominee. Solicitation of proxies. In addition to soliciting proxies by mail, the Trustees of the funds and
employees of Putnam Management, PFTC and Putnam Retail Management may solicit proxies in person or by telephone. Each fund may also
arrange to have a proxy solicitation firm call you to record your voting instructions by telephone. The procedures for voting proxies by telephone
are designed to authenticate shareholders� identities, to allow shareholders to authorize the voting of their shares in accordance with their
instructions and to confirm that their instructions have been properly recorded. Each fund has been advised by counsel that these procedures are
consistent with the requirements of applicable law. If these procedures were subject to a successful legal challenge, such votes would not be
counted at the Meeting. The funds are unaware of any such challenge at this time. Shareholders would be called at the phone number Putnam
Management has in its records for their accounts, and would be asked for their Social Security number or other identifying information. The
shareholders would then be given an opportunity to authorize the proxies to vote their shares in accordance with their instructions. To ensure that
the shareholders� instructions have been recorded correctly, they will also receive a confirmation of their instructions in the mail. A special
toll-free number will be available in the event the information in the confirmation is incorrect.
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Common shareholders have the opportunity to submit their voting instructions via the Internet by utilizing a program provided by a third-party
vendor hired by Putnam Management, or via automated telephone service. To use the Internet, please access the Internet address listed on your
proxy card and follow the instructions on the Internet site. To record your voting instructions via automated telephone service, use the toll-free
number listed on your proxy card. The Internet and automated telephone voting procedures are designed to authenticate shareholder identities, to
allow shareholders to give their voting instructions, and to confirm that shareholders� instructions have been recorded properly. Shareholders
voting via the Internet should understand that there may be costs associated with electronic access, such as usage charges from Internet access
providers and telephone companies that must be borne by shareholders.

The giving of a proxy will not affect your right to vote in person should you decide to attend the Meeting.

The Trustees of the funds have adopted a general policy of maintaining confidentiality in the voting of proxies. Consistent with this policy, your
fund may solicit proxies from shareholders who have not voted their shares or who have abstained from voting, including brokers and nominees.
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Persons holding shares as nominees will, upon request, be reimbursed for their reasonable expenses in soliciting instructions from their
principals. Each fund has retained at its own expense The Altman Group, 60 East 42nd Street, New York, New York 10165, to aid in the
solicitation of instructions for registered and nominee accounts for a projected management fee at $2,000 per fund, plus reasonable out-of-pocket
expenses. The expenses of the preparation of proxy statements and related materials, including printing and delivery costs, are borne by the
funds.

Revocation of proxies. Proxies, including proxies given by telephone or over the Internet, may be revoked at any time before they are voted
either: (i) by a written revocation received by the Clerk of the funds; (ii) by properly executing a later-dated proxy; (iii) by recording later-dated
voting instructions by telephone or via the Internet; (iv) in the case of brokers and nominees, by submitting written instructions to your fund�s
solicitation agent or the applicable record shareholder; or (v) by attending the Meeting and voting in person.

Date for receipt of shareholders� proposals for the next annual meeting.It is currently anticipated that Managed Municipal Income Trust�s
next annual meeting of shareholders will be held in October 2007. Shareholderproposals to be included in such fund�s proxy statement for that
meeting were to be received by the fund before May 18, 2007. Shareholders who wish to make a proposal at the upcoming annual meeting of
Managed Municipal Income Trust � other than one that will be included in the fund�s proxy materials � were required to have notified the fund no
later than August 1, 2007. The Board Policy and Nominating Committee will consider nominees recommended by shareholders of Managed
Municipal Income Trust to serve as Trustees, provided that shareholders submitted their recommendations by the above date. If a shareholder
who wishes to present a proposal failed to notify Managed Municipal Income Trust by this date, the proxies solicited for the meeting will have
discretionary authority to vote on the shareholder�s proposal if it is properly brought before the meeting. If a shareholder makes a timely
notification, the proxies may still exercise discretionary voting authority under circumstances consistent with the SEC�s proxy rules. Shareholders
who wish to propose one or more nominees for election as Trustees, or to make a proposal fixing the number of Trustees, at the annual meeting
of Municipal Trust were required to provide written notice to the fund (including all required information) so that such notice is received in good
order by each fund no earlier than August 1, 2007 and no later than August 31, 2007.

If the proposed merger is approved, there will be no 2007 annual meeting for High Yield Municipal Trust. Shareholders of High Yield
Municipal Trust will not be entitled to vote at the 2007 annual meeting of Managed Municipal Income Trust since the record date for
determining shareholders entitled to vote at the meeting was before the closing of the merger. If the proposed merger is not approved, the
Trustees will announce plans for future annual meetings of High Yield Municipal Trust.

Adjournment. If sufficient votes in favor of the proposal are not received by the time scheduled for the Meeting, or for such other reasons as
they may determine appropriate, the persons named as proxies may propose adjournments of the Meeting for a reasonable time after the date set
for the original meeting to permit further solicitation of proxies. Any adjournment will require the affirmative vote of a majority of the votes cast
on the question in person or by proxy at the session of the Meeting to be adjourned. The persons named as proxies will vote in favor of such
adjournment those proxies which they are entitled to vote in favor of the proposal. They will vote against any such adjournment those proxies
required to be voted against the proposal. Each fund pays the costs of any additional solicitation and of any adjourned session for that fund.
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APPENDIX A

PLAN OF ENTITY CONVERSION OF PUTNAM HIGH YIELD MUNICIPAL TRUST TO PUTNAM HIGH YIELD MUNICIPAL
TRUST LLC

Putnam High Yield Municipal Trust, a Massachusetts business trust (the �Company� or �Converting Entity�), hereby adopts the following Plan of
Entity Conversion, dated as of August __, 2007 (the �Plan�) pursuant to which the Company shall convert (the �Conversion�) into a Massachusetts
limited liability company (the �Surviving Company�).

ARTICLE I.
Surviving Company

Section 1.01. Effective upon filing a Certificate of Conversion and Certificate of Organization in substantially the form set forth as Exhibit A
and Exhibit B, respectively, the Company, a Massachusetts business trust, shall convert, pursuant to this Plan, into the Surviving Company, a
Massachusetts limited liability company, in accordance with the provisions of Mass. Gen. Laws ch. 156C. The name of the Surviving Company
shall be Putnam High Yield Municipal Trust LLC.

ARTICLE II.
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Conditions Precedent to the Conversion

Section 2.01. Shareholder Approval. This Plan shall be deemed approved by shareholders of the Company if a majority of the Company�s
common shares of bene-ficial interest (�Common Shares�) and preferred shares of beneficial interest (�Preferred Shares�) (collectively, Common
Shares and Preferred Shares being referred to herein as the �Shares�) outstanding on August 6, 2007 (the �Record Date�), each voting as a separate
class, are voted in favor of the Plan at a meeting of Company shareholders called for the purpose of voting on this Plan (such approval of this
Plan being referred to herein as �Shareholder Approval�).

ARTICLE III.
Effective Date

Section 3.01. Effective Date. The Conversion Effective Time shall be the time and date specified in the Certificate of Conversion as submitted
to the Secretary of The Commonwealth of Massachusetts pursuant to this Plan.

ARTICLE IV.

Manner of Converting Interests in the Company into Units of the Surviving Company

Section 4.01. Common and Preferred Shares. The Operating Agreement of the Surviving Company shall authorize the Surviving Company to
issue a class of limited liability company interests of the Surviving Company corresponding to each class of Shares authorized under the
Company�s by-laws in effect immediately prior to the Conversion (�LLC Units�). The class of LLC Units corresponding to Common Shares,
Preferred Shares designated as Remarketed Preferred Shares, Series A (�Preferred A Shares�) and Preferred Shares designated as Remarketed
Preferred Shares, Series I (�Preferred I Shares�) shall be designated Common Units, Preferred A Units and Preferred I Units, respectively. At the
Conversion Effective Time, each Common Share, Preferred A Share and Preferred I Share outstanding shall convert on a one-to-one basis into,
and shall from and after such Conversion Effective Time constitute, a Common Unit, Preferred A Unit and Preferred I Unit, respectively, of the
Surviving Company. The LLC Units into which the Shares are converted shall constitute limited liability company interests of the Surviving
Company that are fully paid, validly issued and non-assessable.

ARTICLE V.

Organic Documents of the Surviving Company, Officers & Tax Status

Section 5.01. Certificate of Organization & Operating Agreement; Officers. Except as otherwise provided in Section 5.02 of this Plan,
immediately after consummation of the Conversion, the Certificate of Organization substantially in the form set forth in Exhibit B hereto and the
Operating Agreement substantially in the form set forth in Exhibit C hereto, with such changes as are authorized by this Plan, shall be the
Certificate of Organization and Operating Agreement of the Surviving Company. The slate of officers of the Surviving Company upon
effectiveness of the Conversion shall be the same as that of the Converting Entity immediately prior to the effectiveness of the Conversion.

Section 5.02. Amendment of the Plan. From time to time subsequent to Shareholder Approval and prior to the Conversion Effective Time, the
Plan may be amended by the Board of Trustees of the Company,
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except that subsequent to Shareholder Approval, the Plan shall not be amended by the Board of Trustees of the Company to change:

(a) the amount or kind of shares or other securities, interests, obligations, rights to acquire shares, or other securities or interests, cash, or other
property to be received by holders of the Company Shares; or

(b) any of the other terms or conditions of this Plan if the change would adversely affect any of the holders of the Company Shares in any
material respect.

Section 5.03. Tax Status. The Surviving Company will take the steps necessary to meet the requirements of Subchapter M of the Internal
Revenue Code of 1986, as amended, (the �Code�) and the Treasury Regulations promulgated thereunder, for qualification as a regulated
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investment company, will elect to be treated as such and will compute its federal income tax under Section 852 of the Code. The officers of the
Surviving Company are hereby severally authorized to make any and all elections under the Code, or the Treasury Regulations promulgated
thereunder, that may be required to satisfy the foregoing, including (but not limited to) any election in respect of entity classification under
Treasury Regulation Section 301.7701 -3(c), and the authorization required by Treasury Regulation Section 301.7701 -3(c)(1) and (2).

EXHIBIT A

THE COMMONWEALTH OF MASSACHUSETTS

William Francis Galvin

Secretary of the Commonwealth

One Ashburton Place,
Boston, Massachusetts 02108-1512

Certificate of Conversion to a Limited Liability Company (General Laws Chapter 156C, Section 69)

(1) The date on which, and jurisdiction in which, the other business entity was first created, incorporated or otherwise came into being and, if it
has changed, its jurisdiction immediately prior to the conversion to a domestic limited liability company:

Putnam High Yield Municipal Trust was first organized on May 25, 1989 in The Commonwealth of Massachusetts as an unincorporated
voluntary association with transferable shares under and by virtue of Mass. Gen. Laws ch. 182. Its jurisdiction has not changed.

(2) The name of the other business entity immediately prior to the filing of the Certificate of Conversion to a Limited Liability Company:

Putnam High Yield Municipal Trust

(3) The name of the limited liability company as set forth in its certificate of organization filed in accordance with subsection (b) of Mass. Gen.
Laws ch. 156C § 69:

Putnam High Yield Municipal Trust LLC

(4) The future effective date of the conversion to a limited liability company if it is not to be effective upon the filing
of the Certificate of Conversion to a Limited Liability Company and Certificate of Organization:

_______________________________________

Signed by:
_________________________________

on this ____ day of, ___________,2007
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EXHIBIT B

CERTIFICATE OF ORGANIZATION
OF
PUTNAM HIGH YIELD MUNICIPAL TRUST LLC

1. The Federal Employer Identification Number for the limited liability company is: _____________.
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2. The name of the limited liability company is Putnam High Yield Municipal Trust LLC (the �Limited Liability Company�).

3. The street address of the office of the Limited Liability Company within The Commonwealth of Massachusetts at which its records will be
maintained is:

One Post Office Square
Boston, Massachusetts 02109

4. The general character of the Limited Liability Company�s business is carrying on the business of an investment company.

5. The Limited Liability Company is not to have a specific date of dissolution.

6. The name and business address of the agent for service of process required to be maintained by M.G.L. Chapter 156C, §5, are:

Beth S. Mazor, Vice President
Putnam High Yield Municipal Trust LLC
One Post Office Square
Boston, Massachusetts 02109

7. The managers of the Limited Liability Company are Jameson A. Baxter, Charles B. Curtis, Robert J. Darretta, Myra R. Drucker, Charles E.
Haldeman, Jr., John A. Hill, Paul L. Joskow, Elizabeth T. Kennan, Kenneth R. Leibler, Robert E. Patterson, George Putnam, III, W. Thomas
Stephens and Richard B. Worley. The business address of each manager is:

Putnam High Yield Municipal Trust LLC
One Post Office Square
Boston, Massachusetts 02109

8. In addition to the managers, Charles E. Porter, Jonathan S. Horwitz, Steven D. Krichmar, Janet C. Smith, Robert R. Leveille, Francis J.
McNamara, III, Susan G. Malloy, Beth S. Mazor and James P. Pappas are authorized to execute documents to be filed by the Limited Liability
Company with the Secretary of The Commonwealth of Massachusetts.

Executed on
_________, 2007

By:____________________

Name:

Authorized Signatory
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EXHIBIT C

OPERATING AGREEMENT
OF
PUTNAM HIGH YIELD MUNICIPAL TRUST LLC

This Operating Agreement (this �Agreement�) of Putnam High Yield Municipal Trust LLC (the �Company�) is dated ______, 2007 (the �Effective
Date�) and made effective as of the Effective Date.

WITNESSETH:
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WHEREAS, the Company was organized as a Massachusetts business trust on March 30, 1989 and has operated, in accordance with an
Agreement and Declaration of Trust (as amended and/or restated prior to the Effective Date, the �Declaration of Trust�) and Bylaws (as amended
and/or restated prior to the Effective Date, the �Bylaws� and, together with the Declaration of Trust, the �Trust Documents�) of the Company, as a
closed-end investment company registered under the Investment Company Act of 1940, as amended.

WHEREAS, on _______, 2007, the Company entered into an Agreement and Plan of Merger with Putnam Managed Municipal Income Trust, a
Massachusetts business trust (the �Acquiring Fund�), pursuant to which the Company has agreed, subject to certain conditions, to merge with and
into the Acquiring Fund pursuant to the Massachusetts Limited Liability Company Act (M.G.L. Ch. 156C, §1 et seq.), as amended and in effect
from time to time (the �LLC Act�) (such merger transaction, the �Proposed Merger�).

WHEREAS, one of the conditions precedent to the Proposed Merger is that the Company be converted from a Massachusetts business trust to a
Massachusetts limited liability company (the �Conversion�), and that the shareholders of the Company in its business trust form become members
of the Company upon conversion to a limited liability company.

WHEREAS, on the Effective Date, and following the affirmative vote of the requisite number of shareholders of the Company in accordance
with the Trust Documents, the Company was converted from a business trust to a limited liability company pursuant to the LLC Act, and a
Certificate of Entity Conversion and a Certificate of Organization of the Company were filed with the Secretary of the Commonwealth of The
Commonwealth of Massachusetts.

WHEREAS, the Unitholders (formerly the shareholders) of the Company, in approving the Conversion, authorized the Board of Managers
(formerly the Board of Trustees) of the Company to enter into this Agreement on their behalf in order to provide for the management of the
business and affairs of the Company as a limited liability company, the allocation of profits and losses among the Unitholders, the respective
rights and obligations of the Unitholders to each other and to the Company, and certain other matters.

NOW, THEREFORE, it is hereby agreed as follows:

ARTICLE I
Organization

1.1 Name. The name of the Company shall be Putnam High Yield Municipal Trust LLC or such other name as the Board may choose from time
to time.

1.2 Trust Documents. The organization, purpose and operation of the Company shall be as set forth in the Trust Documents, with such changes
as are set forth in this Agreement or required under the LLC Act. For avoidance of doubt, it is intended that this Agreement incorporate the
provisions of the Trust Documents to the greatest extent practicable and/or permissible under the LLC Act, and that the relationships and
structures created by this Agreement as of the Effective Date reflect as closely as practicable those created by the Trust Documents.

1.3 Initial Authorization. The initial authorization to enter into this Agreement as of the Effective Date was provided by the shareholders of the
Company in connection with the approval of the Conversion in accordance with the Trust Documents and the LLC Act. Pursuant to such
authorization, the Board of Managers (defined below) has the authority to execute this Agreement on behalf of Unitholders (defined below).

ARTICLE II
Units and Unitholders

2.1 Unitholders as of the Effective Date. As of the Effective Date, the persons admitted as members of the Company (the �Unitholders�) shall be
those persons holding limited liability company interests (�Units�) issued by the Company, which shall be identical in number and ownership as
the shares of beneficial interest issued by the Company immediately prior to the Conversion. The titles and classes of Units as of the Effective
Date shall be the same as those of the shares of the Company under the Trust Documents, except that they shall be referred to as �units� rather than
as �shares.�

2.2 Rights and Obligations of Unitholders. The rights and obligations of the Unitholders shall be identical to the rights and obligations of
shareholders
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of the Company under the Trust Documents, except as otherwise set forth in this Agreement or required under the LLC Act. To the extent that
the rights or obligations of any Unitholder are different by reason of any provision of this Agreement (including as it incorporates the provisions
of the Trust Documents) than they would be in the absence of such provision, this Agreement shall, to the extent permitted by the LLC Act,
control.

2.3 Allocation of Profits and Losses. The profits and losses of the Company shall be allocated among the Unitholders in the same manner as
would have been allocated under the Trust Documents among shareholders of the Company if the Conversion had not occurred.

2.4 Rights of Transfer of Units. Unitholders� rights regarding the transfer of Units shall be the same as the rights of shareholders of the
Company under the Trust Documents. If a Unitholder transfers all of its Units in accordance with this Agreement, such person shall cease to be a
member of the Company.

2.5 Withdrawal. Except as provided in this section, no Unitholder shall resign or withdraw from the Company. The death, retirement,
resignation, expulsion, bankruptcy or dissolution of any Unitholder or the occurrence of any other event that terminates the continued
membership of any Unitholder shall not in and of itself cause the Company to be dissolved or its affairs to be wound up, and upon the
occurrence of any such event, the Company shall be continued without dissolution. Notwithstanding anything to the contrary in this Agreement,
in the event the Company has voted to consolidate or merge with another entity under the provisions of the LLC Act, a Unitholder that objects to
such consolidation or merger may, as its exclusive remedy, resign as a member of the Company and receive a cash liquidation payment equal to
the market value (which may be greater or less than the net asset value) of such Unitholder�s Units. The market value of common Units shall be
determined for all purposes as equal to the closing market price of the common shares of the Company on the last day of trading on the New
York Stock Exchange immediately preceding the Conversion; the market value of preferred Units shall be calculated as the applicable
redemption amount provided for in the Trust Documents; and, in the event of any discrepancy or uncertainty as to calculation, the market value
shall be calculated in accordance with such procedures and subject to such terms as the Board of Managers may in its sole discretion determine.

ARTICLE III

Management of the Company

3.1 Board of Managers. The business of the Company shall be managed by its board of managers (the �Board of Managers�), and the persons
constituting the Board of Managers shall be the �managers� of the Company for all purposes under the LLC Act. The authority and powers of the
Board of Managers shall be the same as the authority and powers of the board of trustees of the Company under the Trust Documents. As of the
Effective Date, the persons serving as the board of trustees of the Company immediately prior to the Conversion shall become the members of
the Board of Managers upon effectiveness of the Conversion.

3.2 Decisions of the Board of Managers. Decisions of the Board of Managers shall be decisions of the �manager� for all purposes of the LLC
Act and shall be carried out by officers or agents of the Company appointed by the Board of Managers in accordance with this Agreement
(incorporating the applicable provisions of the Trust Documents). The Board of Managers may adopt such other rules for the conduct of its
business as it may from time to time reasonably deem necessary or appropriate.

3.3 Officers. The authority and powers of the officers of the Company shall be the same as the authority and of the officers of the Company
under the Trust Documents. As of the Effective Date, the persons serving as officers of the Company immediately prior to the Conversion shall
remain the officers of the Company upon effectiveness of the Conversion. Officers of the Company shall be appointed and shall serve in the
same manner as officers of the Company under the Trust Documents.

3.4 Duty of Care and Indemnification. The duty of care of the Board of Managers or any officer in the discharge or his, her or its duties to the
Company shall be as set forth in the Trust Documents with respect to the board of trustees or officers, as applicable, and the indemnification
obligations created by this agreement shall be those set forth in the Trust Documents.

ARTICLE IV
Miscellaneous

4.1 Amendments. This terms of this Agreement may be modified, supplemented or otherwise amended only with the consent required to amend
the analogous terms under the Trust Documents. To the extent the terms subject to amendment have no analogue in the Trust Documents, such
terms may be modified, supplemented or otherwise amended only with the consent of the
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holders of a majority of each class of the outstanding Units, except as otherwise provided in this Agreement.

4.2 Interpretation. In cases of ambiguity or uncertainty in the interpretation of this Agreement, including the interpretation of its incorporation
of the Trust Documents, the Board of Managers shall have the authority to interpret and clarify the meaning of any and all provisions of this
Agreement, and any such interpretation made in good faith shall be conclusive and binding as to all parties. The Board of Managers may amend
this Agreement to clarify any such ambiguity or uncertainty without approval of the Unitholders.

4.3 Severability. If any provision of this Agreement is determined by a court to be invalid or unenforceable, that determination shall not affect
the other provisions hereof, each of which shall be construed and enforced as if the invalid or unenforceable portion were not contained herein.
That invalidity or unenforceability shall not affect any valid and enforceable application thereof, and each said provision shall be deemed to be
effective, operative, made, entered into or taken in the manner and to the full extent permitted by law.

4.4 General. This Agreement: (i) shall be binding upon the executors, administrators, estates, heirs, and legal successors of the Unitholders; (ii)
shall be governed by and construed in accordance with the laws of The Commonwealth of Massachusetts; and (iii) constitutes the entire
agreement and supersedes all other prior agreements and understandings, both written and oral, among the parties with respect to the subject
matter hereof. The waiver of any of the provisions, terms, or conditions contained in this Agreement shall not be considered as a waiver of any
of the other provisions, terms, or conditions hereof.

4.5 Counterpart Execution. This Agreement may be executed in two or more counterparts, and by facsimile each of which shall be deemed an
original, but all of which together shall constitute one and the same instrument.

IN WITNESS WHEREOF, the undersigned, intending to be legally bound hereby, has duly executed this Agreement as of the date and year first
above written.

PUTNAM HIGH YIELD MUNICIPAL TRUST LLC

By: ________________________

Name:

Title:

IN FURTHER WITNESS WHEREOF, the undersigned, constituting at least a majority of the Board of Managers, and acting on behalf of
Unitholders of the Company, have duly executed this Agreement as of the date and year first above written.

�������������������

Jameson A. Baxter

�������������������

Charles B. Curtis

�������������������

Robert J. Darretta

�������������������

Myra R. Drucker

�������������������

Charles E. Haldeman, Jr.

�������������������

John A. Hill

�������������������

Paul L. Joskow

�������������������

Elizabeth T. Kennan

�������������������

Kenneth R. Leibler
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�������������������

Robert E. Patterson

�������������������

George Putnam, III

�������������������

W. Thomas Stephens

�������������������

Richard B. Worley

A-6

APPENDIX B

AGREEMENT AND PLAN OF MERGER

AGREEMENT AND PLAN OF MERGER (�Agreement�) dated as of August __, 2007, by and between Putnam Managed Municipal Income
Trust, a Massachusetts business trust (�Surviving Fund�), and Putnam High Yield Municipal Trust, a Massachusetts business trust that will have
completed an entity conversion (the �Conversion�) into a Massachusetts limited liability company prior to the Effective Time (as herein defined)
(�Merging Fund�).

WITNESSETH:

WHEREAS, Surviving Fund has an authorized capitalization consisting of an unlimited number of common shares of beneficial interest, without
par value (�Surviving Fund Common Shares�); 550 preferred shares of beneficial interest, designated Remarketed Preferred Shares, Series A,
without par value (�Surviving Fund Preferred A Shares�); (c) 550 preferred shares of beneficial interest, designated Remarketed Preferred Shares,
Series B, without par value (�Surviving Fund Preferred B Shares�); 650 preferred shares of beneficial interest, designated Remarketed Preferred
Shares, Series C, without par value (�Surviving Fund Preferred C Shares�); and 1,750 preferred shares of beneficial interest, designated
Remarketed Preferred Shares, Series I, without par value (�Surviving Fund Preferred I Shares,� and together with the Surviving Fund Preferred A
Shares, Surviving Fund Preferred B Shares and Surviving Fund Preferred C Shares, the �Surviving Fund Preferred Shares�);

WHEREAS, the Board of Trustees of Merging Fund has adopted, subject to shareholder approval, the Plan of Conversion in substantially the
form attached hereto as Annex I, pursuant to which Merging Fund will convert to a Massachusetts limited liability company with the name
Putnam High Yield Municipal Trust LLC (the �Plan of Conversion�);

WHEREAS, Merging Fund has an authorized capitalization consisting of an unlimited number of common shares of beneficial interest, without
par value, which will be converted on a one-to-one basis into a class of limited liability company interests of the Merging Fund in connection
with the Conversion (referred to herein as �Merging Fund Common Units�); 900 preferred shares of beneficial interest, designated Remarketed
Preferred Shares, Series A, without par value, which will be converted on a one-to-one basis into a class of limited liability company interests of
the Merging Fund in connection with the Conversion (referred to herein as�Merging Fund Preferred A Units �); and 4,000 preferred shares of
beneficial interest, designated Remarketed Preferred Shares, Series I, without par value, which will be converted on a one-to-one basis into a
class of limited liability company interests of the Merging Fund in connection with the Conversion (referred to herein as �Merging Fund
Preferred I Units,� and together with the Merging Fund Preferred A Units, the �Merging Fund Preferred Units�);

WHEREAS, the Board of Trustees of the Merging Fund, to become the Board of Managers of the Merging Fund in connection with the
Conversion, and the Board of Trustees of the Surviving Fund deem it advisable and in the best interests of Merging Fund and Surviving Fund,
respectively, and their respective shareholders for Merging Fund to merge with and into Surviving Fund (the �Merger�) in accordance with Mass.
Gen. Laws ch. 156C and pursuant to this Agreement and the Certificate of Merger substantially in the form attached hereto as Annex II and
incorporated herein (the �Certificate of Merger�);

NOW, THEREFORE, in consideration of the premises and the representations, warranties and agreements herein contained, the parties hereto
agree that Merging Fund shall be merged with and into Surviving Fund, which shall be the entity surviving the Merger, and that the terms and
conditions of the Merger, the mode of carrying it into effect, and the manner of converting interests of Merging Fund shall be as follows:

ARTICLE I.

Edgar Filing: PUTNAM MANAGED MUNICIPAL INCOME TRUST - Form N-14 8C/A

52



The Merger

Section 1.01. Subject to and in accordance with the provisions of this Agreement, the Certificate of Merger shall be executed and acknowledged
by each of Surviving Fund and Merging Fund and thereafter delivered to the Secretary of The Commonwealth of Massachusetts by the
Surviving Fund for filing, as provided in Mass. Gen. Laws ch. 156C. The Merger shall become effective at such time as the Certificate of
Merger are filed by the Secretary of The Commonwealth of Massachusetts or such date, not more than ninety days after submission to the
Secretary of The Commonwealth of Massachusetts, as may be specified in the Certificate of Merger (the �Effective Time�). The Effective Time
will be as of the next full business day following the Valuation Time (as defined below), unless otherwise mutually agreed by the parties hereto.
At the Effective Time, the separate existence of Merging Fund shall cease and Merging Fund shall be merged with and into Surviving Fund
(Merging Fund and Surviving Fund being sometimes referred to
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individually herein as a �Fund� and collectively herein as the �Funds�).

Section 1.02. At the Effective Time, by virtue of the Merger and without any action on the part of the Funds or the holders of Merging Fund
Common Units or Surviving Fund Common Shares, each Merging Fund Common Unit issued and outstanding immediately prior to the Merger
shall be converted into a number of shares of Surviving Fund Common Shares equal to the Merging Fund Exchange Ratio (as defined below),
which Surviving Fund Common Shares shall be issued, fully paid and non-assessable, except as set forth in the Registration Statement (as
defined below) (the �Common Merger Shares�). The �Merging Fund Exchange Ratio� shall be equal to a fraction, the numerator of which shall be
the net asset value per share of the Surviving Fund Common Shares at the Valuation Time and the denominator of which shall be the net asset
value per Merging Fund Common Unit at the Valuation Time. The �Valuation Time� shall be 4:00 p.m. Eastern Time on October 26, 2007 or such
other date as mutually agreed by the parties hereto.

Section 1.03. At the Effective Time, by virtue of the Merger and without any action on the part of the Funds or the holders of Merging Fund
Preferred Units or Surviving Fund Preferred Shares, each Merging Fund Preferred Unit issued and outstanding immediately prior to the Merger
shall be converted into a number of shares of Surviving Fund Preferred Shares having an aggregate liquidation preference equal to the aggregate
liquidation preference of such Merging Fund Preferred Unit at the Valuation Time, which Surviving Fund Preferred Shares shall be issued, fully
paid and non-assessable, except as set forth in the Registration Statement (the �Preferred Merger Shares,� and together with the Common Merger
Shares, the �Merger Shares�). Holders of Merging Fund Preferred A Units will receive one Surviving Fund Preferred C Shares for each Merging
Fund Preferred A Unit they hold at the Valuation Time. No Merging Fund Preferred I Units are outstanding and no Merging Fund Preferred I
Units will be outstanding at the Valuation Time; therefore, no Surviving Fund Preferred Shares will be exchanged for Merging Fund Preferred I
Units. Section 1.04. On the next full business day following the Valuation Time or otherwise as promptly as practicable after the Valuation
Time, an account on the share records of the Surviving Fund will be established in the name of each record holder of the Merging Fund as of the
Effective Time representing the number of full and fractional Merger Shares due the shareholder.

ARTICLE II.

Representations and Warranties of Surviving Fund

Section 2.01. Surviving Fund represents and warrants to and agrees with Merging Fund that:

(a) Surviving Fund is a business trust duly established and validly existing under the laws of The Commonwealth of Massachusetts and has
power to own all of its property and assets and to carry out its obligations under this Agreement. Surviving Fund is not required to qualify as a
foreign association in any jurisdiction. Surviving Fund has all necessary federal, state and local authorizations to carry on its business as now
being conducted and to carry out this Agreement.

(b) Surviving Fund is registered under the Investment Company Act of 1940, as amended (the �1940 Act�), as a closed-end management
investment company, and such registration has not been revoked or rescinded and is in full force and effect. (c) Statements of assets and
liabilities, statements of operations, statements of changes in net assets and schedule of investments (indicating their market values) of Surviving
Fund for the fiscal year ended October 31, 2006, audited by KPMG LLP, the Surviving Fund�s independent registered public accounting firm,
and an unaudited statement of assets and liabilities, statement of operations, statement of changes in net assets and schedule of investments
(indicating their market value) of Merging Fund for the six-months ended April 30, 2007, have been furnished to Merging Fund. Such
statements of assets and liabilities and schedules of investments fairly present the financial position of Surviving Fund as of the dates thereof,
and the statements of operations and changes in net assets fairly reflect the results of its operations and changes in net assets for the periods
covered thereby in conformity with U.S. generally accepted accounting principles.
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(d) There are no material legal, administrative or other proceedings pending or, to the knowledge of Surviving Fund, threatened against
Surviving Fund which assert liability or which may, if successfully prosecuted to their conclusion, result in liability on the part of Surviving
Fund, other than as have been disclosed in the Registration Statement (as defined below) or otherwise disclosed in writing to Merging Fund.

(e) Surviving Fund has no known liabilities of a material nature, contingent or otherwise, other than those shown as belonging to it on its
statement of assets and liabilities as of April 30, 2007 and those
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incurred in the ordinary course of Surviving Fund�s business as an investment company since that date.

(f) No consent, approval, authorization or order of any court or governmental authority is required for the consummation by Surviving Fund of
the transactions contemplated by this Agreement, except such as may be required under the Securities Act of 1933, as amended (the �1933 Act�),
the Securities Exchange Act of 1934, as amended (the �1934 Act�), the 1940 Act, state securities or blue sky laws (which term as used herein will
include the laws of the District of Columbia and of Puerto Rico) or the Hart-Scott-Rodino Antitrust Improvements Act of 1976 (the �H-S-R Act�).

(g) The registration statement and any amendment thereto (including any post-effective amendment) (the �Registration Statement�) filed with the
Securities and Exchange Commission (the �Commission�) by Surviving Fund on Form N-14 relating to the Merger Shares issuable hereunder, the
proxy statement of Merging Fund and Surviving Fund included therein (the �Proxy Statement�), as of the effective date of the Registration
Statement, (i) comply in all material respects with the provisions of the 1933 Act, the 1934 Act and the 1940 Act and the rules and regulations
thereunder and (ii) do not contain any untrue statement of a material fact or omit to state a material fact required to be stated therein or necessary
to make the statements therein not misleading; and at the time of the shareholders� meeting referred to in Section 6.01 and at the Effective Time,
the prospectus contained in the Registration Statement (collectively, the �Prospectus�), as amended or supplemented by any amendments or
supplements filed or requested to be filed with the Commission, will not contain any untrue statement of a material fact or omit to state a
material fact required to be stated therein or necessary to make the statements therein not misleading; provided, however, that none of the
representations and warranties in this subsection will apply to statements in or omissions from the Registration Statement, the Prospectus or the
Proxy Statement made in reliance upon and in conformity with information furnished by Merging Fund for use in the Registration Statement, the
Prospectus or the Proxy Statement.

(h) There are no material contracts outstanding to which Surviving Fund is a party, other than as disclosed in the Registration Statement.

(i) All of the issued and outstanding shares of beneficial interest of Surviving Fund have been offered for sale and sold in material conformity
with all applicable federal securities laws.

(j) Surviving Fund is and will at all times through the Effective Time qualify for taxation as a �regulated investment company� under Sections 851
and 852 of the Code.

(k) Surviving Fund has filed or will file all federal and state tax returns which, to the knowledge of Surviving Fund�s officers, are required to be
filed by Surviving Fund and has paid or will pay all federal and state taxes shown to be due on said returns or on any assessments received by
Surviving Fund. All tax liabilities of Surviving Fund have been adequately provided for on its books, and to the knowledge of Surviving Fund,
no tax deficiency or liability of Surviving Fund has been asserted, and no question with respect thereto has been raised, by the Internal Revenue
Service or by any state or local tax authority for taxes in excess of those already paid. As of the Effective Time, Surviving Fund is not under
audit by the Internal Revenue Service or by any state or local tax authority for taxes in excess of those already paid.

(l) The conversion of Merging Fund Common Units and Merging Fund Preferred Units to the Common Merger Shares and Preferred Merger
Shares, respectively, pursuant to this Agreement will be in compliance with all applicable federal securities laws.

(m) The Merger Shares have been duly authorized and, when issued and delivered pursuant to this Agreement, will be legally and validly issued
and will be fully paid and non-assessable by Surviving Fund (except as set forth in the Registration Statement), and no shareholder of Surviving
Fund will have any preemptive right of subscription or purchase in respect thereof.

ARTICLE III.

Representations and Warranties of Merging Fund Section 3.01. Merging Fund represents and warrants to and agrees with Surviving Fund
that:
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(a) Merging Fund is a business trust duly established and validly existing under the laws of The Commonwealth of Massachusetts and has power
to own all of its property and assets and to carry out its obligations under this Agreement and will take the steps necessary to convert into a
limited liability company under the applicable provisions in Mass. Gen. Laws ch. 156C prior to the Effective Time. As of the Effective Time,
Merging Fund will
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be a limited liability company duly established and validly existing under the laws of The Commonwealth of Massachusetts. Merging Fund is
not required to qualify as a foreign association in any jurisdiction. Merging Fund has all necessary federal, state and local authorizations to carry
on its business as now being conducted and to carry out this Agreement.

(b) Merging Fund is registered under the 1940 Act as a closed-end management investment company, and such registration has not been revoked
or rescinded and is in full force and effect.

(c) A statement of assets and liabilities, statement of operations, statement of changes in net assets and schedule of investments (indicating their
market values) of Merging Fund for the fiscal year ended March 31, 2007, audited by KPMG LLP, the Merging Fund�s independent registered
public accounting firm, have been furnished to Surviving Fund. The statement of assets and liabilities and the schedule of investments fairly
present the financial position of Merging Fund as of the date thereof, and the statement of operations and changes in net assets fairly reflect the
results of its operations and changes in net assets for the period covered thereby in conformity with U.S. generally accepted accounting
principles.

(d) There are no material legal, administrative or other proceedings pending or, to the knowledge of Merging Fund, threatened against Merging
Fund which assert liability or which may, if successfully prosecuted to their conclusion, result in liability on the part of Merging Fund, other
than as have been disclosed in the Registration Statement or otherwise disclosed in writing to the Surviving Fund.

(e) Merging Fund has no known liabilities of a material nature, contingent or otherwise, other than those shown as belonging to it on its
statement of assets and liabilities as of March 31, 2007 and those incurred in the ordinary course of Merging Fund�s business as an investment
company since such date. Before the Effective Time, Merging Fund will advise Surviving Fund of all material liabilities, contingent or
otherwise, incurred by it subsequent to March 31, 2007, whether or not incurred in the ordinary course of business.

(f) No consent, approval, authorization or order of any court or governmental authority is required for the consummation by Merging Fund of the
transactions contemplated by this Agreement, except such as may be required under the 1933 Act, the 1934 Act, the 1940 Act, state securities or
blue sky laws or the H-S-R Act.

(g) The Registration Statement, the Prospectus and the Proxy Statement, as of the effective date of the Registration Statement and insofar as they
do not relate to Surviving Fund (i) comply in all material respects with the provisions of the 1933 Act, the 1934 Act and the 1940 Act and the
rules and regulations thereunder and (ii) do not contain any untrue statement of a material fact or omit to state a material fact required to be
stated therein or necessary to make the statements therein not misleading; and at the time of the shareholder meeting referred to in Section 6.01
below and on the Effective Time, the Prospectus, as amended or supplemented by any amendments or supplements filed or requested to be filed
with the Commission, will not contain any untrue statement of a material fact or omit to state a material fact required to be stated therein or
necessary to make the statements therein not misleading; provided, however, that the representations and warranties in this subsection will apply
only to statements of fact or omissions of statements of fact relating to Merging Fund contained in the Registration Statement, the Prospectus or
the Proxy Statement, as such Registration Statement, Prospectus and Proxy Statement shall have been furnished to Merging Fund in definitive
form as soon as practicable following effectiveness of the Registration Statement and before any public distribution of the Prospectus or Proxy
Statement.

(h) All of the issued shares of beneficial interest of Merging Fund that will be converted into Merging Fund Common Units and Merging Fund
Preferred Units prior to the Effective Time have been offered for sale and sold in material conformity with all applicable federal securities laws.

(i) Merging Fund is and will at all times through the Effective Time qualify for taxation as a �regulated investment company� under Sections 851
and 852 of the Code.

(j) Merging Fund has filed or will file all federal and state tax returns which, to the knowledge of Merging Fund�s officers, are required to be filed
by Merging Fund and has paid or will pay all federal and state taxes shown to be due on said returns or on any assessments received by Merging
Fund. All tax liabilities of Merging Fund have been adequately provided for on its books, and to the knowledge of Merging Fund, no tax
deficiency or liability of Merging Fund has been asserted, and
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no question with respect thereto has been raised, by the Internal Revenue Service or by any state or local tax authority for taxes in excess of
those already paid. As of the Effective Time, Merging Fund is not under audit by the Internal Revenue Service or by any state or local tax
authority for taxes in excess of those already paid.

(k) At both the Valuation Time and the Effective Time, Merging Fund will have full right, power and authority to merge with Surviving Fund
pursuant to this Agreement. At the Effective Time, the property and liabilities of the Merging Fund will vest in the Surviving Fund subject to no
encumbrances, liens or security interests whatsoever and without any restrictions upon the transfer thereof (except as previously disclosed to
Surviving Fund by Merging Fund). As used in this Agreement, the term �Investments� means Merging Fund�s investments shown on the schedule
of its investments as of March 31, 2007 referred to in Section 3.01(c) hereof, as supplemented with such changes as Merging Fund makes and
changes resulting from stock dividends, stock splits, mergers and similar corporate actions.

(l) No registration under the 1933 Act of any of the Investments would be required if they were, as of the Effective Time, the subject of a public
distribution by either of Surviving Fund or Merging Fund, except as previously disclosed to Surviving Fund by Merging Fund.

ARTICLE IV.
Exchange of Shares

Section 4.01. Shareholders of certificated Merging Fund Common Units will receive certificates representing the number of Common Merger
Shares due the shareholder upon surrender of their Merging Fund cer-tificates (�Certificates�) in accordance with this Agreement. Shareholders of
Merging Fund who do not surrender their Certificates by the Valuation Date will not be permitted to receive cash dividends or other
distributions, transfer any Common Merger Shares or pledge any Common Merger Shares until such Certificates have been surrendered, or, in
the case of lost Certificates, until an adequate surety bond has been posted. If the Common Merger Shares are to be issued to any person other
than the person in whose name the Certificate(s) so surrendered in exchange therefore are registered, it shall be a condition to such exchange that
the Certificate(s) so surrendered shall be properly endorsed or otherwise be in proper form for transfer and that the person requesting such
exchange shall pay to the Surviving Fund any transfer or other taxes required by reason of the payment of such consideration to a person other
than the registered holder of the Certificate(s) surrendered, or shall establish to the reasonable satisfaction of the Surviving Fund that such tax
has been paid or is not applicable.

Section 4.02. With respect to uncertificated Merging Fund Common Units and Merging Fund Preferred Units, the record owner of such limited
liability company interests on the books and records of the Fund�s transfer agent as of the Valuation Time shall be entitled to receive on the
Effective Time Preferred Common Shares and Preferred Merger Shares, respectively, in accordance with this Agreement.

ARTICLE V.
Expenses, Fees, etc.

Section 5.01. All fees and expenses, including legal and accounting expenses, portfolio transfer taxes (if any) or other similar expenses incurred
in connection with the consummation by Merging Fund and Surviving Fund of the transactions contemplated by this Agreement will be
allocated ratably between Merging Fund and Surviving Fund in proportion to their net assets as of the Valuation Time, except that (i) the costs
of proxy materials and proxy solicitation for each Fund will be borne by that Fund (except the costs of SEC filings will be borne by the
Surviving Fund only) and (ii) the costs of repositioning the portfolio of Merging Fund to reflect the investment policies of Surviving Fund
incurred prior to the Effective Time shall be borne by Merging Fund; provided, however, that such expenses will in any event be paid by the
party directly incurring such expenses if and to the extent that the payment by the other party of such expenses would result in the
disqualification of Surviving Fund or Merging Fund, as the case may be, as a �regulated investment company� within the meaning of Section 851
of the Code.

Section 5.02. In the event the transactions contemplated by this Agreement are not consummated by reason of (i) Surviving Fund�s being either
unwilling or unable to go forward (other than by reason of the non-fulfill-ment or failure of any condition to Surviving Fund�s obligations
referred to in Article VII) or (ii) the non-ful-fillment or failure of any condition to Merging Fund�s obligations referred to in Article VIII,
Surviving Fund will pay directly all reasonable fees and expenses incurred by Merging Fund in connection with such transactions, including,
without limitation, legal, accounting and filing fees.
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Section 5.03. In the event the transactions contemplated by this Agreement are not consummated by reason of (i) Merging Fund�s being either
unwilling or unable to go forward (other than by reason of the non-fulfillment or failure of any condition to Merging Fund�s obligations referred
to in Article VIII) or (ii) the non-fulfillment or failure of any condition to Surviving Fund�s obligations referred to in Article VII, Merging Fund
will pay directly all reasonable fees and expenses incurred by Surviving Fund in connection with such transactions, including without limitation
legal, accounting and filing fees.

Section 5.04. In the event the transactions contemplated by this Agreement are not consummated for any reason other than (i) Surviving Fund�s
or Merging Fund�s being either unwilling or unable to go forward or (ii) the non-fulfillment or failure of any condition to Surviving Fund�s or
Merging Fund�s obligations referred to in Article VII or Article VIII of this Agreement, then each of Surviving Fund and Merging Fund will bear
all of its own expenses incurred in connection with such transactions.

Section 5.05. Notwithstanding any other provisions of this Agreement, if for any reason the transactions contemplated by this Agreement are not
consummated, no party will be liable to the other party for any damages resulting therefrom, including without limitation consequential
damages, except as specifically set forth above.

ARTICLE VI.
Meeting of Shareholders

Section 6.01. Each of Surviving Fund and Merging Fund agrees to hold a meeting of its shareholders as soon as is advisable in the discretion of
the applicable Fund�s Board of Trustees after the effective date of the Registration Statement for, among other things, the purpose of considering
the matters contemplated by this Agreement.

Section 6.02. Surviving Fund has, after the preparation and delivery to it by Merging Fund of a preliminary version of the Proxy Statement
which was satisfactory to Surviving Fund and to Ropes & Gray LLP for inclusion in the Registration Statement, filed the Registration Statement
with the Commission. Each of Merging Fund and Surviving Fund will cooperate with the other, and each will furnish to the other the
information relating to itself required by the 1933 Act, the 1934 Act and the 1940 Act and the rules and regulations thereunder to be set forth in
the Registration Statement, including the Prospectus and the Proxy Statement.

ARTICLE VII.

Conditions to Surviving Fund�s Obligations

Section 7.01. The obligations of Surviving Fund hereunder are subject to the following conditions:

(a) That this Agreement will have been adopted and the transactions contemplated hereby will have been approved by the affirmative vote of (i)
at least two-thirds of the Trustees of Merging Fund (including a majority of those Trustees who are not �interested persons� of Merging Fund, as
defined in Section 2(a)(19) of the 1940 Act), (ii) holders of a majority of the outstanding limited liability company interests of Merging Fund
entitled to vote on the Merger, each class voting separately, (iii) at least two-thirds of the Trustees of Surviving Fund (including a majority of
those Trustees who are not �interested persons� of Surviving Fund, as defined in Section 2(a)(19) of the 1940 Act), and (iv) holders of a majority
of the outstanding shares of Surviving Fund entitled to vote on the Merger, each class voting separately.

(b) That Merging Fund will have furnished to Surviving Fund a statement of Merging Fund�s net assets, with values determined as provided in
Section 1.02 of this Agreement, together with a list of Investments with their respective tax costs, all as of the Valuation Time, certified on
Merging Fund�s behalf by Merging Fund�s President (or any Executive Vice President or Vice President) and Treasurer (or any Associate
Treasurer or Assistant Treasurer) and a certificate of both such officers, dated as of the Effective Time, to the effect that as of the Valuation
Time and as of the Effective Date there has been no material adverse change in the financial position of Merging Fund since March 31, 2007
other than changes in the Investments and other assets and properties since that date or changes in the market value of the Investments and other
assets of Merging Fund or changes due to dividends paid or losses from operations.

(c) That Merging Fund will have furnished to Surviving Fund a statement, dated as of the Effective Time, signed on behalf of Merging Fund by
Merging Fund�s President (or any Executive Vice President or Vice President) and Treasurer (or any Associate Treasurer or Assistant Treasurer)
certifying that as of the Valuation Time and as of the Effective Time all representations and warranties of Merging Fund made in this
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Agreement are true and correct in all material respects as if made at and as of such dates, and that Merging Fund has complied with all of the
agreements and satisfied all of the conditions on its part to be performed or satisfied at or before each of such dates.

(d) That Merging Fund will have delivered to Surviving Fund an agreed upon procedures letter from KPMG LLP dated as of the Effective Time,
setting forth findings of KPMG LLP pursuant to its performance of the agreed upon procedures set forth therein relating to management�s
assertions that Merging Fund, (i) for the taxable period from March 31, 2007 to the Effective Time, qualified as a regulated investment company
under the Code, (ii) as of the Effective Time, has no liability other than liabilities stated for federal or state income taxes and (iii) as of the
Effective Time, has no liability for federal excise tax purposes under section 4982 of the Code.

(e) That there will not be any material litigation pending with respect to the matters contemplated by this Agreement.

(f) That Surviving Fund will have received an opinion of Ropes & Gray LLP dated as of the Effective Time, in form satisfactory to Surviving
Fund, to the effect that (i) Merging Fund is a limited liability company duly established and validly existing under the laws of The
Commonwealth of Massachusetts, and, to the knowledge of such counsel, is not required to qualify to do business as a foreign association in any
jurisdiction except as may be required by state securities or blue sky laws, (ii) this Agreement has been duly authorized, executed, and delivered
by Merging Fund and, assuming that the Registration Statement, the Prospectus and the Proxy Statement comply with the 1933 Act, the 1934
Act and the 1940 Act and assuming due authorization, execution and delivery of this Agreement by Surviving Fund, is a valid and binding
obligation of Merging Fund, (iii) Merging Fund has power to merge with the Surviving Fund as contemplated hereby and, upon consummation
of the transactions contemplated hereby in accordance with the terms of this Agreement, the property and liabilities of the Merging Fund will be
vested in Surviving Fund, (iv) the execution and delivery of this Agreement did not, and the consummation of the transactions contemplated
hereby will not, violate Merging Fund�s Certificate of Organization or Operating Agreementor any provision of any agreement known to such
counsel to which Merging Fund is a party or by which it is bound, it being understood that with respect to investment restrictions as contained in
Merging Fund�s Certificate of Organization, Operating Agreement, prospectus or the Registration Statement, such counsel may rely upon a
certificate of an officer of Merging Fund, (v) no consent, approval, authorization or order of any court or governmental authority is required for
the consummation by Merging Fund of the transactions contemplated hereby, except such as have been obtained under the 1933 Act, the 1934
Act, the 1940 Act and such as may be required under state securities or blue sky laws and the H-S-R Act and (vi) such other matters as Surviving
Fund may reasonably deem necessary or desirable.

(g) That Surviving Fund will have received an opinion of Ropes & Gray LLP dated as of the Effective Time (which opinion would be based
upon certain factual representations and subject to certain qualifications) to the effect that, on the basis of the existing provisions of the Code,
current administrative rules and court decisions, for federal income tax purposes: (i) the vesting of all of the property and liabilities of the
Merging Fund in the Surviving Fund, constitutes a reorganization within the meaning of Section 368(a) of the Code and Merging Fund and
Surviving Fund will each be a �party to a reorganization� within the meaning of Section 368(b) of the Code, (ii) no gain or loss will be recognized
by Surviving Fund or its shareholders upon vesting of the Investments in Surviving Fund pursuant to this Agreement, (iii) the basis to Surviving
Fund of the Investments will be the same as the basis of the Investments in the hands of Merging Fund immediately prior to the merger, (iv)
Surviving Fund�s holding periods with respect to the Investments will include the respective periods for which the Investments were held by
Merging Fund and (v) Surviving Fund will succeed to and take into account the items of Merging Fund described in Section 381(c) of the Code,
subject to the conditions and limitations specified in Sections 381, 382, 383 and 384 of the Code and Regulations thereunder; however, Ropes &
Gray LLP will express no view with respect to the effect of the reorganization on any transferred asset as to which any unrealized gain or loss is
required to be recognized at the end of a taxable year (or on the
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termination or transfer thereof) under federal income tax principles.

(h) That the property of Merging Fund to be vested in Surviving Fund pursuant to the Merger will include no assets which Surviving Fund, by
reason of charter limitations or investment restrictions disclosed in the Registration Statement in effect on the Effective Time, may not properly
hold.

(i) That the Registration Statement will have become effective under the 1933 Act, and no stop order suspending such effectiveness will have
been instituted or, to the knowledge of Surviving Fund, threatened by the Commission.

(j) That Surviving Fund will have received from the Commission, any relevant state securities administrator, the Federal Trade Commission (the
�FTC�) and the Department of Justice (the �Department�) such order or orders as Ropes & Gray LLP deems reasonably necessary or desirable under
the 1933 Act, the 1934 Act, the 1940 Act, any applicable state securities or blue sky laws and the H-S-R Act in connection with the transactions
contemplated hereby and that all such orders will be in full force and effect.
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(k) That all actions taken by or on behalf of Merging Fund in connection with the transactions contemplated by this Agreement and all
documents incidental thereto will be satisfactory in form and substance to Surviving Fund and Ropes & Gray LLP.

(l) That, before the Effective Time, Merging Fund will have declared a dividend or dividends which, together with all previous such dividends,
will have the effect of distributing to the shareholders of Merging Fund (i) all of the excess of (X) Merging Fund�s investment income excludable
from gross income under Section 103 of the Code over (Y) Merging Fund�s deductions disallowed under Sections 265 and 171 of the Code, (ii)
all of Merging Fund�s investment company taxable income (as defined in Section 852 of the Code) for its taxable years ending on or after March
31, 2007, and on or prior to the Effective Time (computed in each case without regard to any deduction for dividends paid), and (iii) all of its net
capital gain realized after reduction by any capital loss carryover in each of its taxable years ending on or after March 31, 2007, and on or prior
to the Effective Time.

(m) That Merging Fund�s custodian will have delivered to Surviving Fund a certificate identifying all of the assets of Merging Fund held by such
custodian as of the Valuation Time.

(n) That Merging Fund�s transfer agent will have provided to Surviving Fund (i) the originals or true copies of all of the records of Merging Fund
in the possession of such transfer agent as of the Effective Time, (ii) a certificate setting forth the number of shares of Merging Fund outstanding
as of the Valuation Time and (iii) the name and address of each holder of record of any such shares and the number of shares held of record by
each such shareholder.

(o) That all of the issued and outstanding shares of beneficial interest that will have been converted into Merging Fund Common Units and
Merging Fund Preferred Units will have been offered for sale and sold in material conformity with all applicable state securities or blue sky laws
and, to the extent that any audit of the records of Merging Fund or its transfer agent by Surviving Fund or its agents will have revealed
otherwise, either (i) Merging Fund will have taken all actions that in the opinion of Surviving Fund or its counsel are necessary to remedy any
prior failure on the part of Merging Fund to have offered for sale and sold such shares in conformity with such laws or (ii) Merging Fund will
have furnished (or caused to be furnished) surety, or deposited (or caused to be deposited) assets in escrow, for the benefit of Surviving Fund in
amounts sufficient and upon terms satisfactory, in the opinion of Surviving Fund or its counsel, to indemnify Surviving Fund against any
expense, loss, claim, damage or liability whatsoever that may be asserted or threatened by reason of such failure on the part of Merging Fund to
have offered and sold such shares in conformity with such laws.

(p) That Surviving Fund will have received from KPMG LLP an agreed upon procedures letter addressed to Surviving Fund dated as of the
Effective Time satisfactory in form and substance to Surviving Fund setting forth the findings of KPMG LLP pursuant to its performance of the
agreed upon procedures set forth therein relating to management�s assertion that as of the Valuation Time the value of the assets of Merging Fund
to be vested in Surviving Fund has been determined in accordance with the provisions of Article 10, Section 5 of Surviving Fund�s Bylaws
pursuant to
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the procedures customarily utilized by Surviving Fund in valuing its assets and issuing its shares.

(q) That Merging Fund will have executed and delivered to Surviving Fund Certificate of Merger pursuant to which all of the property and
liabilities of Merging Fund will be vested in Surviving Fund.

(r) That Standard & Poor�s Ratings Group and Moody�s Investor Service, Inc. shall have advised Surviving Fund that the consummation of the
transactions described in this Agreement will not result in the withdrawal of their current ratings of Surviving Fund�s outstanding Surviving Fund
Preferred Shares.

(s) That the authorization, creation and issuance of the Preferred Merger Shares shall have been approved by holders of a majority of Surviving
Fund�s outstanding preferred shares.

(t) That the Common Merger Shares shall have been accepted for listing by the New York Stock Exchange.

ARTICLE VIII.

Conditions to the Merging Fund�s Obligations Section 8.01.The obligations of Merging Fund hereunder will be subject to the following
conditions:
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(a) That a Plan of Entity Conversion substantially in the form set forth as Annex I will have been adopted and the transactions contemplated
hereby will have been approved by the affirmative vote of (i) at least two-thirds of the Trustees of Merging Fund and (ii) holders of a majority of
the outstanding shares of Merging Fund entitled to vote on the Conversion, each voting separately as a class.

(b) That this Agreement will have been adopted and the transactions contemplated hereby will have been approved by the affirmative vote of (i)
at least two-thirds of the Trustees of Merging Fund (including a majority of those Trustees who are not �interested persons� of Merging Fund, as
defined in Section 2(a)(19) of the 1940 Act), (ii) holders of a majority of the outstanding limited liability company interests of Merging Fund
entitled to vote on the Merger, each class voting separately, (iii) at least two-thirds of the Trustees of Surviving Fund (including a majority of
those Trustees who are not �interested persons� of Surviving Fund, as defined in Section 2(a)(19) of the 1940 Act), and (iv) holders of a majority
of the outstanding shares of Surviving Fund entitled to vote on the Merger, each class voting separately.

(c) That Surviving Fund will have furnished to Merging Fund a statement of Surviving Fund�s net assets, together with a list of portfolio holdings
with values determined as provided in Section 1.02 of this Agreement, all as of the Valuation Time, certified on behalf of Surviving Fund by
Surviving Fund�s President (or any Executive Vice President or Vice President) and Treasurer (or any Associate Treasurer or Assistant
Treasurer) and a certificate of both such officers, dated as of the Effective Time, to the effect that as of the Valuation Time and as of the
Effective Time there has been no material adverse change in the finan-cial position of Surviving Fund since April 30, 2007, other than changes
in its portfolio securities since that date, changes due to net sales or net redemptions, changes in the market value of its portfolio securities or
changes due to dividends paid or losses from operations.

(d) That Surviving Fund will have furnished to Merging Fund a statement, dated the Effective Time, signed on behalf of Surviving Fund by
Surviving Fund�s President (or any Executive Vice President Vice President) and Treasurer (or any Associate Treasurer or Assistant Treasurer)
certifying that as of the Valuation Time and as of the Effective Time all representations and warranties of Surviving Fund made in this
Agreement are true and correct in all material respects as if made at and as of such dates, and that Surviving Fund has complied with all of the
agreements and satisfied all of the conditions on its part to be performed or satisfied at or prior to each of such dates.

(e) That there will not be any material litigation pending or threatened with respect to the matters contemplated by this Agreement.

(f) That Merging Fund will have received an opinion of Ropes & Gray LLP, in form satisfactory to Merging Fund and dated as of the Effective
Time, to the effect that (i) Surviving Fund is a business trust duly established and validly existing in conformity with the laws of The
Commonwealth of Massachusetts and, to the knowledge of such counsel, is not required to qualify to do business as a foreign association in any
jurisdiction except as may be required by state securities or blue sky laws, (ii) this Agreement has been duly authorized, executed and delivered
by Surviving Fund and, assuming
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that the Prospectus, the Registration Statement and the Proxy Statement comply with the 1933 Act, the 1934 Act and the 1940 Act and assuming
due authorization, execution and delivery of this Agreement by Merging Fund, is a valid and binding obligation of Surviving Fund, (iii) the
Merger Shares are duly authorized and upon conversion will be validly issued and will be fully paid and non-assessable (except as set forth in
the Registration Statement) by Surviving Fund and no shareholder of Surviving Fund has any preemptive right to subscription or purchase in
respect thereof, (iv) the execution and delivery of this Agreement did not, and the consummation of the transactions contemplated hereby will
not, violate Surviving Fund�s Agreement and Declaration of Trust, as amended, or Bylaws, or any provision of any agreement known to such
counsel to which Surviving Fund is a party or by which it is bound, it being understood that with respect to investment restrictions as contained
in Surviving Fund�s Agreement and Declaration of Trust, as amended, Bylaws or the Registration Statement, such counsel may rely upon a
certificate of an officer of Surviving Fund whose responsibility it is to advise Surviving Fund with respect to such matters, (v) no consent,
approval, authorization or order of any court or governmental authority is required for the consummation by Surviving Fund of the transactions
contemplated herein, except such as have been obtained under the 1933 Act, the 1934 Act and the 1940 Act and such as may be required under
state securities or blue sky laws and the H-S-R Act and (vi) the Registration Statement has become effective under the 1933 Act, and, to the best
of the knowledge of such counsel, no stop order suspending the effectiveness of the Registration Statement has been issued and no proceedings
for that purpose have been instituted or are pending or contemplated under the 1933 Act.

(g) That Merging Fund will have received an opinion of Ropes & Gray LLP dated as of the Effective Time (which opinion would be based upon
certain factual representations and subject to certain qualifica-tions) to the effect that, on the basis of the existing provisions of the Code, current
administrative rules and court decisions, subject to the qualification below, for federal income tax purposes: (i) the vesting in Surviving Fund of
all of the property and liabilities of Merging Fund pursuant to the Certificate of Merger, constitutes a reorganization within the meaning of
Section 368(a) of the Code and Merging Fund and Surviving Fund will each be a �party to a reorganization� within the meaning of Section 368(b)
of the Code, (ii) no gain or loss will be recognized by Merging Fund upon the vesting of the Investments in Surviving Fund, (iii) no gain or loss
will be recognized by the Merging Fund shareholders on the conversion of their shares of the Merging Fund into Merger Shares, (iv) the
aggregate basis of the Merger Shares a Merging Fund shareholder receives in connection with the transaction will be the same as the aggregate
basis of the Merging Fund shares he or she held immediately prior to the merger and (v) a Merging Fund shareholder�s holding period for his or
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her Merger Shares will be determined by including the period for which he or she held Merging Fund shares that were converted into such
Merger Shares, provided that the shareholder held Merging Fund�s shares as a capital asset; however, Ropes & Gray LLP will express no view
with respect to the effect of the reorganization on any transferred asset as to which any unrealized gain or loss is required to be recognized at the
end of a taxable year (or on the termination or transfer thereof) under federal income tax principles.

(h) That all actions taken by or on behalf of Surviving Fund in connection with the transactions contemplated by this Agreement and all
documents incidental thereto will be satisfactory in form and substance to Merging Fund and Ropes & Gray LLP.

(i) That the Registration Statement will have become effective under the 1933 Act and no stop order suspending such effectiveness will have
been instituted or, to the knowledge of Surviving Fund, threatened by the Commission.

(j) That Merging Fund will have received from the Commission, any relevant state securities administrator, the FTC and the Department such
order or orders as Ropes & Gray LLP deems reasonably necessary or desirable under the 1933 Act, the 1934 Act, the 1940 Act, any applicable
state securities or blue sky laws and the H-S-R Act in connection with the transactions contemplated hereby and that all such orders will be in
full force and effect.

(k) That Merging Fund shall have been advised by Standard & Poor�s and Moody�s Investors Services, Inc. that the Preferred Merger Shares will
be rated AAA and �Aaa�, respectively.
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(l) That the Common Merger Shares shall have been accepted for listing by the New York Stock Exchange.

(m) That Merging Fund will have received confirmation, to its reasonable satisfaction, that the proposal to convert the Surviving Fund from a
closed-end investment company to an open-end investment company, which is scheduled to be voted on by shareholders of the Surviving Fund
at the Surviving Fund�s 2007 annual meeting, has been or is reasonably certain to be, defeated by shareholders of the Surviving Fund.

ARTICLE IX.
Indemnification

Section 9.01. Merging Fund will indemnify and hold harmless, out of the assets of Merging Fund but no other assets, Surviving Fund, its
trustees and its officers (for purposes of this section, the �Indemnified Parties�) against any and all expenses, losses, claims, damages and liabilities
at any time imposed upon or reasonably incurred by any one or more of the Indemnified Parties in connection with, arising out of, or resulting
from any claim, action, suit or proceeding in which any one or more of the Indemnified Parties may be involved or with which any one or more
of the Indemnified Parties may be threatened by reason of any untrue statement or alleged untrue statement of a material fact relating to Merging
Fund contained in the Registration Statement, the Prospectus, the Proxy Statement or any amendment or supplement to any of the foregoing, or
arising out of or based upon the omission or alleged omission to state in any of the foregoing a material fact relating to Merging Fund required to
be stated therein or necessary to make the statements relating to Merging Fund therein not misleading, including, without limitation, any
amounts paid by any one or more of the Indemnified Parties in a reasonable compromise or settlement of any such claim, action, suit or
proceeding, or threatened claim, action, suit or proceeding made with the consent of Merging Fund. The Indemnified Parties will notify Merging
Fund in writing within ten days after the receipt by any one or more of the Indemnified Parties of any notice of legal process or any suit brought
against or claim made against such Indemnified Party as to any matters covered by this Section 9.01. Merging Fund shall be entitled to
participate at its own expense in the defense of any claim, action, suit or proceeding covered by this Section 9.01, or, if it so elects, to assume at
its expense by counsel satisfactory to the Indemnified Parties the defense of any such claim, action, suit or proceeding, and if Merging Fund
elects to assume such defense, the Indemnified Parties will be entitled to participate in the defense of any such claim, action, suit or proceeding
at their expense. Merging Fund�s obligation under this Section 9.01 to indemnify and hold harmless the Indemnified Parties will constitute a
guarantee of payment so that Merging Fund will pay in the first instance any expenses, losses, claims, damages and liabilities required to be paid
by it under this Section 9.01 without the necessity of the Indemnified Parties� first paying the same.

Section 9.02. Surviving Fund will indemnify and hold harmless, out of the assets of Surviving Fund but no other assets, Merging Fund, its
trustees and its officers (for purposes of this section, the �Indemnified Parties�) against any and all expenses, losses, claims, damages and liabilities
at any time imposed upon or reasonably incurred by any one or more of the Indemnified Parties in connection with, arising out of, or resulting
from any claim, action, suit or proceeding in which any one or more of the Indemnified Parties may be involved or with which any one or more
of the Indemnified Parties may be threatened by reason of any untrue statement or alleged untrue statement of a material fact relating to
Surviving Fund contained in the Registration Statement, the Prospectus, the Proxy Statement, or any amendment or supplement to any thereof,
or arising out of, or based upon, the omission or alleged omission to state in any of the foregoing a material fact relating to Surviving Fund
required to be stated therein or necessary to make the statements relating to Surviving Fund therein not misleading, including without limitation
any amounts paid by any one or more of the Indemnified Parties in a reasonable compromise or settlement of any such claim, action, suit or
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proceeding, or threatened claim, action, suit or proceeding made with the consent of Surviving Fund. The Indemnified Parties will notify
Surviving Fund in writing within ten days after the receipt by any one or more of the Indemnified Parties of any notice of legal process or any
suit brought against or claim made against such Indemnified Party as to any matters covered by this Section 9.02. Surviving Fund shall be
entitled to participate at its own expense in the defense of any claim, action, suit or proceeding covered by this Section 9.02, or, if it so elects, to
assume at its expense by counsel satisfactory to the Indemnified Parties the defense of any such claim, action, suit or proceeding, and, if
Surviving Fund elects to assume such defense, the Indemnified Parties will be entitled to participate in the defense of any such claim, action, suit
or proceeding at their own expense. Surviving Fund�s obligation under this Section 9.02 to
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indemnify and hold harmless the Indemnified Parties will constitute a guarantee of payment so that Surviving Fund will pay in the first instance
any expenses, losses, claims, damages and liabilities required to be paid by it under this Section 9.02 without the necessity of the Indemnified
Parties� first paying the same.

ARTICLE X.
No Broker

Section 10.01. Each of Merging Fund and Surviving Fund represents that there is no person who has dealt with it who by reason of such
dealings is entitled to any broker�s or finder�s or other similar fee or commission arising out of the transactions contemplated by this Agreement.

ARTICLE XI.
Rule 145

Section 11.01. Pursuant to Rule 145 under the 1933 Act, Surviving Fund will, in connection with the issuance of any Merger Shares to any
person who at the time of the transaction contemplated hereby is deemed to be an affiliate of a party to the transaction pursuant to Rule 145(c),
cause to be affixed upon any certificates issued to such person a legend as follows:

�THE SHARES REPRESENTED BY THIS CERTIFICATE WERE ISSUED IN A TRANSACTION TO WHICH RULE 145 UNDER
THE SECURITIES ACT OF 1933, AS AMENDED, APPLIES. THE SHARES REPRESENTED BY THIS CERTIFICATE MAY
ONLY BE TRANSFERRED IN ACCORDANCE WITH SUCH RULE.�

and, further, Surviving Fund will issue stop transfer instructions to Surviving Fund�s transfer agent with respect to such shares. Merging Fund
will provide Surviving Fund on the Effective Time with the name of any Merging Fund shareholder who is to the knowledge of Merging Fund
an affiliate of Merging Fund on such date.

ARTICLE XII.

Covenants, Etc. Deemed Material

Section 12.01. All covenants, agreements, representations and warranties made under this Agreement and any certificates delivered pursuant to
this Agreement will be deemed to have been material and relied upon by each of the parties, notwithstanding any investigation made by them or
on their behalf.

ARTICLE XIII.
Sole Agreement

Section 13.01. This Agreement supersedes all previous correspondence and oral communications between the parties regarding the subject
matter hereof, constitutes the only understanding with respect to such subject matter, may not be changed except by a letter of agreement signed
by each party hereto and will be construed in accordance with and governed by the laws of The Commonwealth of Massachusetts.

ARTICLE XIV.

Agreement and Declaration Of Trust
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Section 14.01. Copies of the Agreements and Declaration of Trust, as amended, of Surviving Fund and Merging Fund (prior to the Conversion)
are on file with the Secretary of The Commonwealth of Massachusetts, and notice is hereby given that this instrument is executed on behalf of
the Trustees of each of Surviving Fund and Merging Fund, respectively, as Trustees and not individually and that the obligations of this
instrument are not binding upon any of the Trustees, officers or shareholders of Surviving Fund or Merging Fund individually but are binding
only upon the assets and property of Surviving Fund and Merging Fund, respectively.

ARTICLE XV.

Amendment and Termination

Section 15.01. The parties hereto by mutual consent of their respective Boards of Trustees and Managers, as applicable, may amend, modify or
supplement this Agreement in such manner as may be agreed upon by them in writing, at any time prior to the Effective Time, including after it
is approved by shareholders of the Merging Fund or the Surviving Fund, to the extent permitted by applicable law.

Section 15.02. This Agreement may be terminated and the Merger and other transactions herein provided for abandoned at any time, whether
before or after approval of this Agreement by the shareholders of the Merging Fund, by action of the Board of Managers or Board of Trustees of
either Fund, as applicable, if the applicable Board for such Fund determines for any reason that the consummation of the transactions provided
for herein would for any reason be inadvisable or not in the best interests of such Fund or its shareholders.
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ARTICLE XVI.

EFFECTIVE TIME OF THE MERGER

Section 16.01. Subject to the authority to terminate this Agreement as set forth in Section 16.02 hereof, each Fund shall do all such acts and
things as shall be necessary or desirable in order to make the Effective Time occur on October 29, 2007 or such other date as mutually agreed by
the Funds.

ARTICLE XVII.

MISCELLANEOUS

Section 17.01. This Agreement may be executed in counterparts, each of which when so executed shall be deemed to be an original, and such
counterparts shall together constitute but one and the same instrument.

[Signature page follows]
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IN WITNESS WHEREOF, Surviving Fund and Merging Fund, pursuant to approval and authorization duly given by resolutions adopted by
their respective Boards of Managers and Trustees, as applicable, have each caused this Agreement and Plan of Merger to be executed as of the
date first written above by its President or Executive Vice President or Treasurer or Associate Treasurer or Assistant Treasurer.

PUTNAM MANAGED MUNICIPAL
INCOME TRUST

PUTNAM HIGH YIELD MUNICIPAL TRUST

By: _____________________________

Name:
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Title:

By: _____________________________

Name:

Title:

B-14

Annex I: Form of Plan of
Entity Conversion

See Appendix A
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Annex II: Form of Certificate
of Merger

THE COMMONWEALTH OF MASSACHUSETTS

William Francis Galvin

Secretary of the Commonwealth

One Ashburton Place,
Boston, Massachusetts 02108-1512

Certificate of Merger
(General Laws Chapter 156C, Section 61)

(1) Exact name of each limited liability company or other entity involved in the merger and jurisdiction of formation or organization:

Putnam High Yield Municipal Trust LLC, a Massachusetts limited liability company

Putnam Managed Municipal Income Trust, a Massachusetts business trust

(2) An Agreement and Plan of Merger between Putnam High Yield Municipal Trust LLC and Putnam Managed Municipal Income Trust (the
�Plan of Merger�) has been approved and executed by each of Putnam High Yield Municipal Trust LLC and Putnam Managed Municipal Income
Trust.

(3) Exact name of the surviving entity: Putnam Managed Municipal Income Trust

(4) The future effective date or time of the merger if not effective upon the filing of the Certificate of Merger with the office of the Secretary of
theCommonwealth: ___________________________________________.

(5) The Plan of Merger is on file at the offices of Putnam Managed Municipal Income Trust, One Post Office Square, Boston, Massachusetts
02109.
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(6) A copy of the Plan of Merger will be furnished by Putnam Managed Municipal Income Trust, upon request and without cost, to any member
of Putnam High Yield Municipal Trust LLC or any person holding an interest in Putnam Managed Municipal Income Trust.

Executed on____________ __, 2007

By:___________________

Name:

Authorized Signatory
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APPENDIX C

INFORMATION ABOUT THE FUNDS�
PREFERRED SHARES

Except as noted below, the terms of each fund�s outstanding preferred shares and the Preferred Merger Shares (collectively, the �Preferred Shares�)
are substantially similar. Accordingly, the following description of the Preferred Shares of Managed Municipal Income Trust applies equally to
the Preferred Shares of High Yield Municipal Trust. This description does not purport to be complete and is subject to and qualified in its
entirety by reference to each fund�s Bylaws. A copy of Managed Municipal Income Trust�s Bylaws has been filed as an exhibit to the Registration
Statement of which this Prospectus/Proxy Statement is a part and may be inspected, and copies thereof may be obtained from the Securities and
Exchange Commission, as described on page 3 of the Prospectus/Proxy Statement.� Capitalized terms used herein and not otherwise defined shall
have the meanings ascribed to them in the Prospectus/Proxy Statement or the Glossary that begins on page C-19.

Comparison of the outstanding Preferred Shares of High Yield Municipal Trust with the outstanding Preferred Shares of Managed
Municipal Income Trust

As noted above, the terms of the outstanding Preferred Shares of High Yield Municipal Trust and the terms of the outstanding Preferred Shares
of Managed Municipal Income Trust are substantially similar. There are, however, certain material differences.

First, each Dividend Period that commences during a Non-Payment Period shall be (i) a 28-day Dividend Period in the case of outstanding
Series A Preferred Shares and Series B Preferred Shares of Managed Municipal Income Trust and (ii) a 7-day Dividend Period in the case of
outstanding Series C Preferred Shares of Managed Municipal Income Trust and outstanding Preferred Shares of High Yield Municipal Trust.
References herein to "Series A Preferred Shares," "Series B Preferred Shares" and "Series C Preferred Shares" shall be deemed to refer, as
applicable, to the respective series of preferred shares of Managed Municipal Income Trust.

Second, holders of Preferred Shares of Managed Municipal Income Trust as of 12:00 noon on the applicable Dividend Payment Date shall be
entitled to receive dividends at the Applicable Dividend Rate, whereas holders of Preferred Shares of High Yield Municipal Trust as of 5:00
p.m. on the date preceding the Dividend Payment Date shall be entitled to such dividends.

Third, each fund�s ability to engage in certain transactions is limited unless the fund receives confirmation from Moody�s and S&P that such
action would not impair the ratings then assigned to the fund. High Yield Municipal Trust (but not Managed Municipal Income Trust) may not
designate a new Pricing Service without receiving confirmation from Moody�s and S&P that such action would not impair the ratings then
assigned to the fund. See �Rating Agency Guidelines.�

Fourth, although each fund must give Moody�s and S&P written notice of certain events, the events triggering notification differ. High Yield
Municipal Trust must provide notice if there is any change in the fund�s Agreement and Declaration of Trust or Article 12 (�Shares of Beneficial
Interest�) of the fund�s Bylaws. Managed Municipal Income Trust, on the other hand, must only provide notice if there is a material change in the
fund�s Agreement and Declaration of Trust or Article 12 (�Shares of Beneficial Interest�) of the fund�s Bylaws. In addition, unlike High Yield
Municipal Trust, Managed Municipal Income Trust must provide notice if there is a change in the Pricing Service.

Edgar Filing: PUTNAM MANAGED MUNICIPAL INCOME TRUST - Form N-14 8C/A

65



Fifth, in the case of a partial redemption of Preferred Shares of High Yield Municipal Trust, the Paying Agent shall use reasonable efforts to
provide telephonic notice to each beneficial owner of Preferred Shares called for redemption not later than the close of business on the Business
Day immediately following the day on which the Paying Agent receives Notice of Redemption from the fund during a Non-Payment Period. In
the case of a partial redemption of Preferred Shares of Managed Municipal Income Trust, the Paying Agent shall use reasonable efforts to
provide telephonic notice to each beneficial owner of Preferred Shares called for redemption not later than the close of business on the Business
Date immediately following the day on which the Paying Agent receives Notice of Redemption from the fund only if certificates representing
the Preferred Shares are held by persons other than the Securities Depository.

Sixth, the Tender Date, Dividend Reset Date and Settlement Date are normally Monday, Tuesday and Wednesday, respectively, in the case of
outstanding Preferred Shares of Managed Municipal Income Trust and are normally Tuesday, Wednesday and Thursday, respectively, in the
case of outstanding Preferred Shares of High Yield Municipal Trust.
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Seventh, the liquidation preference for each series of Managed Municipal Income Trust is $100,000 per share plus accumulated but unpaid
dividends, if any, thereon (whether or not earned or declared) plus the premium, if any, resulting from the designation of a Premium Call Period.
The liquidation preference for each series of High Yield Municipal Trust is $50,000 per share plus accumulated but unpaid dividends, if any,
thereon (whether or not earned or declared) plus the premium, if any, resulting from the designation of a Premium Call Period.

Finally, the procedures whereby each fund determines whether Gross-Up Dividends will be paid to holders of Preferred Shares differ. See
�Gross-Up Dividends� below for a discussion of the circumstances in which Managed Municipal Trust will pay Gross-Up Dividends.

Dividends and Dividend Periods

The Bylaws provide generally that holders of Preferred Shares will be entitled to receive, when, as and if declared by the Board of Trustees, out
of funds legally available therefor, cumulative dividends, at the Applicable Dividend Rate for the applicable Dividend Period, payable on the
respective dates set forth below and, except as described below, set by the Remarketing Agent in accordance with the remarketing procedures
described under �Remarketing,� �Remarketing Procedures� and Exhibit C-1 attached hereto. Dividends on Preferred Shares will be designated as
exempt-interest dividends up to the amount of net tax-exempt income of the fund for purposes of Section 852 of the Code.

The Applicable Dividend Rate on Preferred Merger Shares for the Initial Dividend Period will be the rate determined by the Remarketing Agent
in connection with the Remarketing occurring on the date before the Date of Original Issue. For each Dividend Period thereafter, except as
otherwise described herein, the Applicable Dividend Rate on the Preferred Merger Shares and all other Preferred Shares will be the dividend rate
per annum determined by the Remarketing Agent in its sole discretion (which discretion will be conclusive and binding on all holders) in
accordance with the remarketing procedures described below.

Each Dividend Period for Series A Preferred Shares and Series B Preferred Shares will generally consist of 28 consecutive days (a �28-day
Dividend Period�), unless the fund elects, prior to any Remarketing, a Special Dividend Period. Each Dividend Period for Series C Preferred
Shares will generally consist of seven consecutive days (a �7-day Dividend Period�), unlessthe fund elects, prior to any Remarketing, a Special
Dividend Period. A �Special Dividend Period� is a Dividend Period consisting of a specified number of days that is a multiple of 28 (in the case of
Series A Preferred Shares and Series B Preferred Shares) or a multiple of seven (in the case of Series C Preferred Shares), and the number of
days so specified must be such that the starting date and the ending date for a Special Dividend Period or any subsequent Dividend Period for a
series shall not be the same as the starting and the ending date for any other Dividend Periods for any other series.

Dividends on Preferred Shares will be cumulative from their Date of Original Issue and will be payable, when, as and if declared by the Trustees
on each Dividend Payment Date. The holder of a Preferred Share may elect to tender such share or hold such share for the next Dividend Period
by providing notice to the Remarketing Agent in connection with the Remarketing for that Dividend Period. The Initial Dividend Period, 28-day
Dividend Periods (in the case of Series A Preferred Shares and Series B Preferred Shares), 7-day Dividend Periods (in the case of Series C
Preferred Shares) and Special Dividend Periods are hereinafter sometimes referred to as �Dividend Periods.�

Dividend Periods for the Preferred Shares. A Dividend Period for Preferred Shares will commence on each (but not the final) Dividend
Payment Date for such share (which, except during a Non-Payment Period, shall be a Settlement Date for such share). Each subsequent
Dividend Period for such shares will be comprised of, beginning with and including the date on which it commences, 28 consecutive days (in the
case of Series A Preferred Shares and Series B Preferred Shares) or seven consecutive days (in the case of Series C Preferred Shares) or, in the
event the fund has designated such Dividend Period as a Special Dividend Period, such number of consecutive days as specified by the Trustees
of the fund in accordance with the fund�s Bylaws. Notwithstanding the foregoing, any adjustment of the remarketing schedule which includes an
adjustment of a Settlement Date shall lengthen or shorten Dividend Periods by causing them always to end on and include the day before the
Settlement Date as so adjusted.
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Special Dividend Periods for Preferred Shares. The Board of Trustees may at any time designate a subsequent Dividend Period as a Special
Dividend Period with such number of days as the Board of Trustees shall specify; provided that (i) such number of days to be specified as a
Special Dividend Period shall be a multiple of 28 (in the case of Series A Preferred Shares and Series B
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Preferred Shares) or a multiple of seven (in the case of Series C Preferred Shares) and the number of days so specified must be such that the
starting date and the ending date for a Special Dividend Period or any subsequent Dividend Periods for a series shall not be the same as the
starting and the ending date for any other Dividend Periods for any other series; (ii) written notice of any such designation, of the Maximum
Dividend Rate, and Specified Redemption Provisions, if any, in respect thereof and of the consequences of failure to tender or to elect to hold
shares, must be given at least seven days prior to such Tender Date to the Remarketing Agent, the Paying Agent, the Securities Depository and
the beneficial owners of Preferred Shares which are subject to such Special Dividend Period; (iii) no Special Dividend Period may commence
for any Preferred Shares during a Non-Payment Period or if the fund fails to maintain either the Preferred Shares Basic Maintenance Amount or
the 1940 Act Preferred Shares Asset Coverage and such failure is not cured; (iv) if such Special Dividend Period contains 365 or more days, the
Preferred Shares subject to such Special Dividend Period shall have an aggregate liquidation preference (exclusive of accumulated but unpaid
dividends and premium, if any) of at least $30 million or such greater or lesser amount as may be specified by the Trustees; (v) in respect of any
Special Dividend Period, the Trustees shall also determine a Maximum Dividend Rate after consultation with the Remarketing Agent, which
rate, as determined from time to time by formula or other means, may be fixed or variable; and (vi) in respect of any Special Dividend Period of
365 or more days, the Trustees, after consultation with the Remarketing Agent, may establish Specific Redemption Provisions.

On or before 5:00 p.m., New York City time, on the third Business Day prior to the designation of a Special Dividend Period, the fund shall
complete and deliver to S&P, on a pro forma basis, a Preferred Shares Basic Maintenance Report for such proposed Special Dividend Period,
taking into account the proposed number of days to be specified as a Special Dividend Period and the proposed Maximum Dividend Rate to be
determined with respect to such Dividend Period.

The existence or rescission of any Special Dividend Period shall not affect any current Dividend Period or prevent the Trustees from establishing
other Special Dividend Periods of similar duration or in any restrict the Maximum Dividend Rate or Specific Redemption Provisions which may
be designated in connection with any other Special Dividend Period.

If the Remarketing Agent is unable to remarket sufficient Preferred Shares at the commencement of a Special Dividend Period so that, if such
Special Dividend Period contains 365 or more days, the Preferred Shares subject to such Special Dividend Period have an aggregate liquidation
preference (exclusive of accumulated but unpaid dividends and premium, if any) of at least $30 million or such greater or lesser amount as may
be specified by the Trustees, then the Dividend Period in respect of any Preferred Shares which otherwise would have been subject to such
Special Dividend Period shall be a 28-day Dividend Period (in the case of Series A Preferred Shares and Series B Preferred Shares) or a 7-day
Dividend Period (in the case of Series C Preferred Shares) and an Applicable Dividend Rate shall be set by the Remarketing Agent in
accordance with the remarketing procedures.

Dividend Payment Dates. Dividends on each Preferred Share will accumulate from its Date of Original Issue and will be payable, when, as and
if declared by the Trustees, on the applicable Dividend Payment Dates. The Dividend Payment Dates will be: (i) with respect to any Special
Dividend Period of more than 91 but fewer than 365 days, the 92nd day thereof, the 183rd day thereof, if any, the 274th day thereof, if any, and
the day after the last day thereof; (ii) with respect to any Special Dividend Period of 365 or more days, the third Wednesday of each January,
April, July and October therein and the day after the last day thereof; (ii) with respect to any other Dividend Period, the date after the last day
thereof; provided that, if any such date shall not be a Business Day, the Dividend Payment Date shall be the Business Day next succeeding such
day. Each dividend payment date determined as provided above is hereinafter referred to as a �Dividend Payment Date.�

Dividend Payments. So long as there is a Securities Depository with respect to the Preferred Shares, each dividend on Preferred Shares will be
paid to the Securities Depository or its nominee as the record holder of all such shares, and such payment shall for all purposes discharge the
fund�s obligations in respect of such payment. The Securities Depository is responsible for crediting the accounts of the Agent Members of the
beneficial owners of Preferred Shares in accordance with the Securities Depository�s procedures. Each Agent Member will be responsible for
holding or disbursing such payments to the beneficial owners of the Preferred Shares for which it is acting in accordance with the instructions of
such beneficial owners. If, and as long as, neither the Securities Depository nor its nominee is the record holder of a Preferred Share, dividends
thereon
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will be paid in same-day funds directly to the record holder thereof in accordance with the instructions of such holder.
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Dividends on any share in arrears with respect to any past Dividend Payment Date may be declared and paid at any time, without reference to
any regular Dividend Payment Date, pro rata to the holders thereof as of a date not exceeding five Business Days preceding the date of payment
thereof as may be fixed by the Trustees. Any dividend payment made on Preferred Shares will be first credited against the dividends
accumulated but unpaid (whether or not earned or declared) with respect to the earliest Dividend Payment Date on which dividends were not
paid. Neither holders nor beneficial owners of Preferred Shares will not be entitled to any dividends, whether payable in cash, property or shares,
in excess of full cumulative dividends thereon (including any amounts actually due and payable as Gross-Up Dividends). Except for the late
charge described under �Dividends and Dividend Periods - Non-Payment Period; Late Charge,� holders and beneficial owners of Preferred Shares
will not be entitled to any interest, or other additional amount, on any dividend payment on any Preferred Shares which may be in arrears.

The amount of declared dividends per Preferred Share payable on each Dividend Payment Date shall be computed by the fund by multiplying
the Applicable Dividend Rate in effect with respect to dividends payable on such share on such Dividend Payment Date by a fraction, the
numerator of which shall be the number of days such share was outstanding from and including its Date of Original Issue or the preceding
Dividend Payment Date, as the case may be, to and including the last day of such Dividend Period, and the denominator of which shall be 365,
and then multiplying the percentage so obtained by $100,000.

In the event that the Remarketing Agent, the Paying Agent, the Securities Depository, any Agent Member and any beneficial owner fails for any
reason to perform any of its obligations in respect of a remarketing or otherwise, no holder of record of, or of any beneficial interest in, any
Preferred Shares shall have any right in respect thereof against the fund or any Trustee or officer of the fund, and the sole obligation of the fund
in respect of the determination of the amount and the payment of any dividend shall be to pay to the Paying Agent, for the benefit of the holders
of record of the Preferred Shares, dividends when due at the Applicable Dividend Rate notified to it from time to time.

Non-Payment Period; Late Charge. A �Non-Payment Period� will commence on and include the day on which the fund fails to (i) declare, prior to
12:00 noon, New York City time, on any Dividend Payment Date for a Preferred Share, for payment on or (to the extent permitted below) within
three Business Days after such Dividend Payment Date to the holder of such share as of 12:00 noon, New York City time, on the Business Day
preceding such Dividend Payment Date (the �Record Date�), the full amount of any dividend on such Preferred Share payable on such Dividend
Payment Date or (ii) deposit, irrevocably in trust, in same-day funds, with the Paying Agent by 12:00 noon, New York City time, (A) on or (to
the extent permitted below) within three Business Days after any Dividend Payment Date for a Preferred Share the full amount of any dividend
on such share (whether or not earned or declared) payable on such Dividend Payment Date or (B) on or (to the extent permitted below) within
three Business Days after any redemption date for a Preferred Share called for redemption, the redemption price of $100,000 per share plus the
full amount of any dividends thereon (whether or not earned or declared) accumulated but unpaid to such redemption date, plus the premium, if
any, resulting from the designation of a Premium Call Period. Such Non-Payment Period will end on and include the Business Day on which, by
12:00 noon, New York City time, all unpaid dividends and unpaid redemption prices shall have been so deposited or shall have otherwise been
made available to the applicable holders in same-day funds; provided that a Non-Payment Period will not end during the first seven days thereof
unless the fund shall have given at least three days� written notice to the Paying Agent, the Remarketing Agent and the Securities Depository and
thereafter will not end unless the fund shall have given at least fourteen days� written notice to the Paying Agent, the Remarketing Agent, the
Securities Depository and all beneficial owners of shares.

The Applicable Dividend Rate for each Dividend Period for Preferred Shares commencing during a Non-Payment Period will be equal to the
Non-Payment Period Rate and any Preferred Shares for which a Special Dividend Period would otherwise have commenced on the first day of
or during a Non-Payment Period will have a 28-day Dividend Period (in the case of Series A Preferred Shares and Series B Preferred Shares)
and a 7-day Dividend Period (in the case of Series C Preferred Shares). The �Non-Payment Period Rate,� initially, will be 200% of the applicable
�AA� Composite Commercial Paper Rate. The initial Non-Payment Period Rate may
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be changed from time to time by the fund without shareholder approval, but only in the event the fund receives written confirmation from the
Ratings Agencies that any such change would not impair the ratings then assigned by the Ratings Agencies to Preferred Shares.

Any dividend on Preferred Shares due on any Dividend Payment Date for such shares (if, prior to 12:00 noon, New York City time, on such
Dividend Payment Date, the fund has declared such dividend payable on or within three Business Days after such Dividend Payment Date to the
holders who held such shares as of the Record Date) or redemption price with respect to such shares not paid to holders when due may be paid
pro rata to such holders in the same form of funds by 12:00 noon, New York City time, on any of the first three Business Days after such
Dividend Payment Date or due date, as the case may be, (if such non-payment is not solely due to the willful failure of the fund), and will incur a
late charge to be paid therewith to such holders. The late charge will be calculated for such period of non-payment at the Non-Payment Period
Rate applied to the amount of such non-payment based on the actual number of days comprising such period divided by 365; such late charge
will be taxable as interest.

Restrictions on Dividends and Other Payments. Under the 1940 Act, the fund may not declare dividends or make other distributions on the
common shares or purchase any such shares if, at the time of the declaration, distribution or purchase, as applicable (and after giving effect
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thereto), asset coverage (as defined in the 1940 Act) with respect to the outstanding Preferred Shares would be less than 200% (or such other
percentage as may in the future be required by law). In addition, for so long as any Preferred Shares are outstanding, (i) the fund will not declare,
pay or set apart for payment any dividend or other distribution (other than a dividend or distribution paid in shares of, or options, warrants or
rights to subscribe for or purchase, common shares or other shares, if any, ranking junior to or on a parity with the Preferred Shares as to
dividends and upon liquidation) in respect of common shares, Preferred Shares or any other shares of the fund ranking junior to or on a parity
with the Preferred Shares as to dividends or upon liquidation, or call for redemption, redeem, purchase or otherwise acquire for consideration
any common shares or any other such junior shares (except by conversion into or exchange for shares of the fund ranking junior to the Preferred
Shares as to dividends and upon liquidation), unless (a) full cumulative dividends on Preferred Shares and any other remarketed preferred shares
of the fund through their most recently ended respective Dividend Periods (or, if such transaction is on a Dividend Payment Date, through the
Dividend Period ending on the day prior to such Dividend Payment Date) shall have been paid or shall have been declared and sufficient funds
for the payment thereof have been deposited with the Paying Agent, and (b) the fund has redeemed the full number of Preferred Shares and any
other remarketing preferred shares of the fund required to be redeemed by any provision for mandatory redemption contained in the Bylaws; and
(ii) the fund will not declare, pay or set apart for payment any dividend or other distribution (other than a dividend or distribution paid in shares
of, or options, warrants or rights to subscribe for or purchase, common shares or other shares, if any, ranking junior to the Preferred Shares as to
dividends and upon liquidation) in respect of common shares or any other shares of the fund ranking junior to or on a parity with the Preferred
Shares as to dividends or upon liquidation, or call for redemption, redeem, purchase or otherwise acquire for consideration any common shares
or any other junior shares (except by conversion into or exchange for shares of the fund ranking junior to the Preferred Shares as to dividends
and upon liquidation), unless immediately after such transaction the Discounted Value of the fund�s portfolio would at least equal the Preferred
Shares Basic Maintenance Amount. See �Asset Maintenance� and �Redemption.�

Under the Code the fund must, among other things, distribute each year at least 90% of the sum of its investment company taxable income and
net tax-exempt income in order to maintain its qualification for tax treatment as a regulated investment company. The foregoing limitations on
dividends, distributions and purchases may under certain circumstances impair the fund�s ability to maintain such qualification. See �Taxation of
Preferred Shares.� Upon any failure by the fund to pay dividends on the Preferred Shares for two years or more, the holders of the Preferred
Shares will acquire certain additional voting rights. See �Voting Rights� below. Such rights shall be the exclusive remedy of the holders of
Preferred Shares upon any failure to pay dividends on shares of the fund.

Gross-Up Dividends. If all or any part of the dividends on Preferred Shares determined by implementation of the remarketing procedures is not
designated by the fund in good faith as an exempt-interest dividend within the meaning of Section 852(b)(5) of the Code solely because the fund
allocates capital gains or ordinary income to the Preferred Shares (such portion of the dividends on Preferred Shares (other than any Gross-Up
Dividends) is referred to herein as a �Non-qualifying Distribution�), the fund will, not later than 270 days
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after the end of the fund�s fiscal year for which such designation is made, provide notice thereof to the Paying Agent. The Paying Agent will mail
a copy of such notice to each beneficial owner of Preferred Shares during such fiscal year to whom Non-qualifying Distributions were made
during such fiscal year (�Qualified Investor�) at the address specified in the share transfer books as promptly as practicable after its receipt of such
notice from the fund. The fund will, within 30 days after such notice is given to the Paying Agent, pay to the Paying Agent (who will then
distribute to such beneficial owners), out of funds legally available therefor, an amount equal to the aggregate Gross-Up Dividends with respect
to all Non-qualifying Distributions made to Qualified Investors during the fiscal year in question.

A �Gross-Up Dividend� means payment to Qualified Investors of an amount which, when taken together with the aggregate Non-qualifying
Distributions paid to such Qualified Investor during the fiscal year in question, would cause such Qualified Investor�s net yield in dollars for such
fiscal year (after federal income tax consequences) from the aggregate of both Non-qualifying Distributions (determined without regard to the
Gross-Up Dividend) and the Gross-Up Dividend to be equal to the net yield in dollars for such fiscal year (after federal income tax
consequences) which would have been received by such Qualified Investor if the amount of the aggregate Non-qualifying Distributions had been
so designated. Such Gross-Up Dividend shall be calculated (i) without consideration being given to the time value of money, (ii) assuming that
no Qualified Investor is subject to the alternative minimum tax with respect to dividends received from the fund, and (iii) assuming that each
Non-qualifying Distribution and Gross-Up Dividend (to the extent that such Gross-Up Dividend is not exempt from federal income tax) would
be taxable in the hands of each Qualified Investor at the maximum marginal corporate federal income tax rate in effect during the fiscal year in
question. All such designations made by the fund in good faith following the end of each fiscal year of the fund and all other determinations
made by the fund in good faith with respect to dividends on the Preferred Shares shall be binding and conclusive for all purposes of determining
the amount of Gross-Up Dividends required to be made. A Gross-Up Dividend will not include any amount to account for the fact that either the
Gross-Up Dividend or the Non-qualifying Distribution may be subject to state and local taxes. Except as provided in this section, the fund will
not distribute any additional amounts with respect to dividends previously paid to holders of Preferred Shares.

Applicable Dividend Rate. Except during a Non-Payment Period, the Applicable Dividend Rate for any Dividend Period will not exceed the
applicable Maximum Dividend Rate. The Maximum Dividend Rate for any Dividend Period of seven or 28 days at any Dividend Reset Date
shall be the Applicable Percentage of the applicable �AA� Composite Commercial Paper Rate. The �Applicable Percentage� on each Dividend Reset
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Date shall vary with the lower of the credit rating or ratings assigned on such date to the Preferred Shares by Moody�s and S&P (or if Moody�s or
S&P or both shall not make such rating available, the equivalent of either or both of such ratings by a Substitute Rating Agency or two
Substitute Rating Agencies or, in the event that only one such rating shall be available, such rating) as follows:

Applicable Percentage

of �AA� Composite

Moody�s S&P Commercial Paper Rate

�Aa3� or higher AA� or higher 110%

�A3� to �a1� A� to A+ 125%

�Baa3� to �Baa1� BBB� to BBB+ 150%

Below �Baa3� Below BBB� 200%

The Applicable Dividend Rate for any Dividend Period commencing during any Non-Payment Period, and the rate to calculate any applicable
late charge will initially be 200% of the applicable �AA� Composite Commercial Paper Rate.

Remarketing

The Bylaws provide that the Applicable Dividend Rate for each Preferred Share for each Dividend Period therefor (except the Initial Dividend
Period) will be (i) unless such Dividend Period commences during a Non-Payment Period, equal to the lower of (a) the rate of dividend per
annum that the Remarketing Agent advises results on the Dividend Reset Date preceding the first day of such Dividend Period pursuant to the
remarketing procedures set forth in the Bylaws and (b) the Maximum Dividend Rate or (ii) if such Dividend Period commences during a
Non-Payment Period, equal to the Non-Payment Period Rate.

Prospective purchasers should carefully review the remarketing procedures described below and should note that (i) an election to tender
Preferred Shares cannot be revoked except as provided in the Bylaws and as more fully described herein, (ii) each Remarketing will be
conducted through telephonic communications, (iii) settlement for purchases and sales in a Remarketing will be made on the Settlement Date,
and (iv) each prospective purchaser and each beneficial owner of Preferred Shares will be bound by the remarketing

C-6

procedures, including the Remarketing Agent�s determination of the Applicable Dividend Rate pursuant to the remarketing procedures.

Remarketing Schedule. Each Remarketing for Preferred Shares will take place over a three-day period consisting of the Tender Date, the
Dividend Reset Date and the Settlement Date. An example of the time sequence of the events in a normal remarketing schedule is provided in
Exhibit C-1 hereto. The first Dividend Reset Date for the Preferred Merger Shares will be the last day of the Initial Dividend Period.

Tender Date. By 12:00 noon, New York City time, on such Tender Date, the Remarketing Agent will, after canvassing the market and
considering prevailing market conditions at the time for such shares and similar securities, provide to beneficial owners of such shares
non-binding indications of the Applicable Dividend Rate for the next succeeding 28-day Dividend Period (in the case of Series A Preferred
Shares and Series B Preferred Shares), 7-day Dividend Period (in the case of Series C Preferred Shares) or Special Dividend Period, as the case
may be; provided, however, that if the Trustees have designated the next Dividend Period as a Special Dividend Period, the Remarketing Agent
will provide to beneficial owners a non-binding indication only of the Applicable Dividend Rate for such Special Dividend Period.

THE ACTUAL APPLICABLE DIVIDEND RATE FOR SUCH DIVIDEND PERIOD MAY BE GREATER THAN OR LESS THAN THE
RATE INDICATED IN SUCH NON-BINDING INDICATIONS (BUT NOT GREATER THAN THE APPLICABLE MAXIMUM DIVIDEND
RATE) AND WILL NOT BE DETERMINED UNTIL AFTER A BENEFICIAL OWNER IS REQUIRED TO ELECT TO HOLD OR
TENDER ITS PREFERRED SHARES AND A NEW PURCHASER IS REQUIRED TO AGREE TO PURCHASE PREFERRED SHARES.
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By 1:00 p.m., New York City time, on such Tender Date, each beneficial owner of Preferred Shares must notify the Remarketing Agent of its
desire (on a share-by-share basis) either to tender such share at a price of $100,000 per share or to continue to hold such share for the next
28-day Dividend Period (in the case of Series A Preferred Shares or Series B Preferred Shares) or 7-day Dividend Period (in the case of Series C
Preferred Shares) or, if applicable, to accept the designated Special Dividend Period. If the beneficial owner of such Preferred Shares fails to
elect to tender or hold such share by 1:00 p.m. on such Tender Date, such beneficial owner shall continue to hold such share at the Applicable
Dividend Rate determined in such Remarketing for a Dividend Period of the same type as the current Dividend Period for such share; provided
that, (i) if there are no Remarketing Agents, the Remarketing Agents are not required to conduct a Remarketing on the Dividend Reset Date
following such Tender Date all Preferred Shares tendered (or deemed tendered) to them at a price of $100,000 per share, then the next Dividend
Period for all Preferred Shares shall be a 28-day Dividend Period (in the case of Series A Preferred Shares and Series B Preferred Shares) or a
7-day Dividend Period (in the case of Series C Preferred Shares) and the Applicable Dividend Rate therefor shall be the Maximum Dividend
Rate for a 28-day Dividend Period or 7-day Dividend Period, as the case may be, and (ii) if such current Dividend Period or succeeding
Dividend Period is a Special Dividend Period, then such beneficial owner is deemed to have elected to tender the shares.

Any notice given to the Remarketing Agent to tender or hold shares for a particular Dividend Period is irrevocable and may not be conditioned
upon the level at which Applicable Dividend Rates are set. Any notice of tender or to hold shares may not be waived by the Remarketing Agent,
except that prior to 4:00 p.m., New York City time, on a Dividend Reset Date, a Remarketing Agent may, in its sole discretion, (i) at the request
of a beneficial owner that has tendered one or more Preferred Shares to the Remarketing Agent, waive such beneficial owner�s tender, and
thereby enable such beneficial owner to continue to hold such share(s) for the next Dividend Period or, if applicable, a designated Special
Dividend Period, as agreed to by the beneficial owner and the Remarketing Agent at such time, so long as such tendering beneficial owner has
indicated to the Remarketing Agent that it would accept the new Applicable Dividend Rate for such Dividend Period, such waiver to be
contingent upon the Remarketing Agent�s being able to remarket all shares tendered to it in such Remarketing, and (ii) at the request of a
beneficial owner that has elected to hold one or more of its Preferred Shares, waive such beneficial owner�s election with respect thereto.

There can be no assurance that the Remarketing Agent will be able to remarket all Preferred Shares tendered in a Remarketing. If any Preferred
Shares tendered in a Remarketing are not remarketed, a beneficial owner thereof may be required to hold some or all of its shares at least until
the end of the next Dividend Period therefor or to sell its shares outside a Remarketing. If the Remarketing Agents are unable to remarket all
tendered
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Preferred Shares, the remarketing procedures may require an allocation of Preferred Shares on a pro rata basis, to the extent practicable, or by
lot, as determined by the Remarketing Agent in its sole discretion, which may result in a beneficial owner selling a number of Preferred Shares
that is less than the number of Preferred Shares specified in such holder�s tender order. Thus, under certain circumstances, Preferred Shares may
be illiquid investments.

If a Preferred Share is tendered (or deemed tendered) and purchased in a Remarketing, the next Dividend Period for such share shall be a 28-day
Dividend Period (in the case of Series A Preferred Shares and Series B Preferred Shares) or a 7-day Dividend Period (in the case of Series C
Preferred Shares) or a Special Dividend Period with respect to such share, as the case may be, at the Applicable Dividend Rate therefor, except
that, if the Remarketing Agents are unable to remarket in such Remarketing all Preferred Shares tendered (or deemed tendered) to them at a
price of $100,000 per share, no purchaser in such Remarketing shall be permitted to acquire shares that have a Special Dividend Period and the
next Dividend Period for such share shall be a 28-day Dividend Period (in the case of Series A Preferred Shares and Series B Preferred Shares)
or 7-day Dividend Period (in the case of Series C Preferred Shares) and the Applicable Dividend Rate therefor shall be the applicable Maximum
Dividend Rate.

Settlement Date.On a Settlement Date for Preferred Shares, which will be the first Business Day following the related Dividend Reset Date and
which will be the first day of the new Dividend Period, each person purchasing Preferred Shares as a result of a Remarketing must pay, or cause
its Agent Member to pay on its behalf, the purchase price against delivery of such shares by the beneficial owner thereof or its Agent Member.

Settlement for purchases and sales of Preferred Shares in a Remarketing will generally be made with respect to each Preferred Share through the
Securities Depository on the related Settlement Date therefor, in accordance with its normal procedures, which provide for payment in same-day
funds.

Preferred Shares tendered in a Remarketing will be purchased solely out of the proceeds received from purchasers of Preferred Shares in such
Remarketing. Neither the fund, nor the Paying Agent nor the Remarketing Agent will be obligated to provide funds to make payment upon any
beneficial owner�s tender in a Remarketing unless, in the case of each of the Paying Agent or the RemarketingAgent, the shares are purchased
for its own account. Tendered Preferred Shares will also be subject to purchase in a Remarketing by the Remarketing Agent for its own account
or as nominee for others, although the Remarketing Agent is not obligated to purchase any shares.
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Remarketing Agent. The Remarketing Agent for the outstanding Preferred Shares of the fund and for the Preferred Merger Shares, is Merrill
Lynch, Pierce, Fenner & Smith Incorporated and Prudential-Bache Securities Inc. (and any additional or successor companies or entities, if any,
which have entered into an agreement with the fund to follow the remarketing procedures for the purpose of determining the Applicable
Dividend Rate). The fund has entered into a Remarketing Agreement with the Remarketing Agents which will provide, among other things, that
the Remarketing Agents will follow certain procedures for remarketing Preferred Shares on behalf of beneficial owners thereof as provided in
the Bylaws for the purpose of determining the Applicable Dividend Rate that will enable the Remarketing Agent to remarket Preferred Shares
tendered to it at a price of $100,000 per share for a 28-day Dividend Period (in the case of Series A Preferred Shares and Series B Preferred
Shares), a 7-day Dividend Period (in the case of Series C Preferred Shares) or a Special Dividend Period, as the case may be. Each periodic
operation of such procedures with respect to Preferred Shares is referred to as a �Remarketing.� Under certain circumstances, Preferred Shares
tendered in a Remarketing may be tendered or purchased by the Remarketing Agent for its own account. See �Remarketing Procedures.�

Restriction on Transfer

General. The Paying Agent will maintain a record of certain beneficial owners of Preferred Shares for purposes of determining such owners
entitled to participate in Remarketings and for certain other purposes. The Paying Agent will only record transfers of such beneficial ownership,
in a Remarketing or otherwise, of which it is notified in accordance with its procedures in effect from time to time.

Book Entry Only. DTC currently acts as Securities Depository for the Agent Members with respect to Preferred Shares. Except as discussed
below, as long as DTC is the Securities Depository, one certificate for the outstanding Preferred Shares currently is registered in the name of
Cede as nominee of the Securities Depository, and Cede currently is the holder of record of
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all Preferred Shares. Such certificate will bear a legend to the effect that such certificate is issued subject to the provisions contained in the
Bylaws. Unless the fund shall have waived this requirement during a Non-Payment Period, Preferred Shares may be held only in book entry
form through the Securities Depository (which, either directly or through a nominee, will be the registered owner of Preferred Shares as
described above), and the fund will issue stop-transfer instructions to the Paying Agent for the Preferred Shares to this effect. If the fund shall
have waived the foregoing requirement during a Non-Payment Period or if there is no Securities Depository, the fund may at its option issue one
or more new certificates with respect to such shares (without the legend referred to above) registered in the names of the beneficial owners or
their nominees and rescind the stop-transfer instructions referred to above. The fund is advised that DTC is a New York-chartered limited
purpose trust company, which performs services for its participants (including the Agent Members), some of which (and/or their representatives)
own DTC. The fund is advised further that DTC maintains lists of its participants and will maintain as record holder the positions (beneficial
ownership interests) held by each Agent Member in the Preferred Shares, whether such Agent Member is a holder for its own account or as a
nominee for another holder. The fund shall have no obligation, including without limitation any obligation to provide notice or to make any
payment (in respect of any dividend or otherwise) to any person (including without limitation any holder of any beneficial interest in Preferred
Shares, whether or not such interest is reflected on the share transfer books of the Paying Agent) other than the holders of record of the Preferred
Shares shown on the share transfer books of the Paying Agent from time to time. The share transfer books of the fund as kept by the Paying
Agent shall be conclusive as to who is the holder of record of any Preferred Shares at any time and as to the number of Preferred Shares held
from time to time by any such holder. No Remarketing Agent, Paying Agent, Securities Depository, or Agent Member will have any obligation
to any person having any interest in any Preferred Share other than the beneficial owner thereof. The Paying Agent shall have no obligation to
record any transfer of record or beneficial ownership in any share unless and until it shall have received proper notice and evidence of such
transfer and the right of the transferee in accordance with the Paying Agent�s procedures in effect from time to time.

Remarketing Procedures

Tender by Beneficial Owner. Each share of Preferred Shares is subject to Tender and Dividend Reset at the end of each Dividend Period and
may be tendered in a Remarketing which commences on the Tender Date immediately prior to the end of the current Dividend Period. By 1:00
p.m., New York City time, on such Tender Date, the beneficial owner of a Preferred Share must notify a Remarketing Agent of its election, on a
share-by-share basis, to tender such share or hold such share for the next Dividend Period. If the beneficial owner of such Preferred Share elects
to hold such share, such beneficial owner shall hold such Preferred Share at the Applicable Dividend Rate for a 28-day Dividend Period (in the
case of Series A Preferred Shares and Series B Preferred Shares), a 7-day Dividend Period (in the case of Series C Preferred Shares) or a Special
Dividend Period if the succeeding Dividend Period with respect to such share has been designated by the Trustees as a Special Dividend Period,
provided that, except during a Non-Payment Period if (i) there is no Remarketing Agent, (ii) the Remarketing Agent is not required to conduct a
Remarketing or (iii) the Remarketing Agent is unable to remarket in the Remarketing on such Tender Date all such Preferred Shares tendered (or
deemed tendered) to it at a price of $100,000 per share, then the Applicable Dividend Rate for the subsequent Dividend Period and for each
subsequent Dividend Period in which no Remarketing takes place because of the foregoing shall be the applicable Maximum Dividend Rate for
a 28-day Dividend Period (in the case of Series A Preferred Shares and Series B Preferred Shares) or a 7-day Dividend Period (in the case of
Series C Preferred Shares) and the next Dividend Period and each subsequent Dividend Period shall be a 28-day Dividend Period (in the case of
Series A Preferred Shares and Series B Preferred Shares) or a 7-day Dividend Period (in the case of Series C Preferred Shares).
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When Preferred Shares are tendered in a Remarketing therefor, the Remarketing Agent is required to use its best efforts to remarket such
tendered shares on behalf of the beneficial owners thereof, but there can be no assurance that the Remarketing Agent will be able to remarket all
Preferred Shares tendered. Each beneficial owner�s right to tender Preferred Shares in a Remarketing therefor is limited to the extent that (i) the
Remarketing Agent conducts a Remarketing pursuant to the terms of the Remarketing Agreement, (ii) shares tendered have not been called for
redemption, and (iii) the Remarketing Agent is able to find purchasers for
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tendered Preferred Shares at an Applicable Dividend Rate for the next applicable Dividend Period that is not in excess of the Maximum
Dividend Rate for such Dividend Period. If the Remarketing Agent is unable to find a purchaser or purchasers for all Preferred Shares tendered
in a Remarketing therefor, the shares to be sold in such Remarketing will be selected either pro rata or by lot from among all the tendered shares.
Each purchase or sale in a Remarketing will be made for settlement on the related Settlement Date. There can be no assurance that the
Remarketing Agent will be able to remarket all Preferred Shares tendered in a Remarketing therefor. If any Preferred Shares so tendered are not
remarketed, a beneficial owner thereof may be required to continue to hold some or all of its shares until at least the end of the next Dividend
Period therefor or to sell such shares outside a Remarketing.

Tendered Preferred Shares will also be subject to purchase in a Remarketing therefor by the Remarketing Agent. If the Remarketing Agent holds
Preferred Shares for its own account after a Remarketing, it is required to establish an Applicable Dividend Rate in such Remarketing that is no
higher than the Applicable Dividend Rate that would have been set if the Remarketing Agent did not hold or had not purchased such shares. The
Remarketing Agent may purchase Preferred Shares for its own account in a Remarketing only if the Remarketing Agent purchases for its own
account or the account of others all tendered (or deemed tendered) Preferred Shares subject to Tender and Dividend Reset but not sold to other
purchasers in such Remarketing. The Remarketing Agent is not obligated to purchase any Preferred Shares that would otherwise remain unsold
in a Remarketing. If the Remarketing Agent holds any Preferred Shares immediately prior to a Remarketing and if all other Preferred Shares
subject to Tender and Dividend Reset and tendered for sale by other owners have been sold in such Remarketing, then the Remarketing Agent
may sell in such Remarketing such number of its shares which are subject to Tender and Dividend Reset as there are outstanding orders to
purchase that have not been filled by shares tendered for sale on behalf of accounts other than that of the Remarketing Agent. Neither the fund,
nor the Paying Agent nor the Remarketing Agent will be obligated in any case to provide funds to make payment to any beneficial owner upon
such beneficial owner�s tender of its Preferred Shares in any Remarketing. If the Remarketing Agent purchases Preferred Shares in the secondary
market or in a Remarketing, it may be in the position of holding for its own account or as nominee for others Preferred Shares subject to Tender
and Dividend Reset in a Remarketing at the time it determines the Applicable Dividend Rate in such Remarketing and may tender such shares in
such Remarketing.

Applicable Dividend Rates. Between 1:00 p.m., New York City time, on each Tender Date and 4:00 p.m. New York City time, on the
succeeding Dividend Reset Date, the Remarketing Agent will determine the Applicable Dividend Rate to the nearest one-thousandth (0.001) of
one percent per annum for the next Dividend Period or, if designated, a Special Dividend Period. The Applicable Dividend Rate for Preferred
Shares will be determined by the Remarketing Agent in its sole discretion and will be conclusive and binding on the fund and all beneficial
owners of Preferred Shares. In determining such Applicable Dividend Rate, the Remarketing Agent will, after taking into account market
conditions as reflected in the prevailing yields on fixed and variable rate taxable and tax-exempt debt securities and the prevailing dividend
yields of fixed and variable rate preferred stocks determined for the purpose of providing non-binding indications of the Applicable Dividend
Rates to beneficial owners and potential purchasers of Preferred Shares, (i) consider the number of Preferred Shares tendered in the applicable
Remarketing and the number of Preferred Shares prospective purchasers are willing to purchase and (ii) contact by telephone or otherwise
current and prospective beneficial owners of the Preferred Shares subject to Tender and Dividend Reset to ascertain the dividend rates at which
they would be willing to hold such shares.

If no Applicable Dividend Rate shall have been established on a Dividend Reset Date in a Remarketing for the next Dividend Period, or Special
Dividend Period, if any, for any reason (other than because there is no Remarketing Agent, the Remarketing Agent is not required to conduct a
Remarketing pursuant to the terms of the Remarketing Agreement or the Remarketing Agent is unable to remarket on the Dividend Reset Date
all Preferred Shares tendered (or deemed tendered) to it at a price of $100,000 per share), then the Remarketing Agent, in its sole discretion,
shall, if necessary and except during a Non-Payment Period, after taking into account market conditions as reflected in the prevailing yields on
fixed and variable rate taxable and tax-exempt debt securities and the prevailing dividend yields of fixed and variable rate preferred stock,
determine the Applicable Dividend Rate that would be the rate per annum that would be the initial dividend rate fixed in an offering on such
Dividend Reset Date, assuming in each case a comparable dividend period, issuer and security. If a Remarketing for Preferred Shares does not
take place because there is no Remarketing Agent, the Remarketing Agent is not
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required to conduct a Remarketing or the Remarketing Agent is unable to remarket in the Remarketing all such Preferred Shares tendered (or
deemed tendered) to it at a price of $100,000 per share, then, except during a Non-Payment Period, the Applicable Dividend Rate for the
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subsequent Dividend Period for such shares will be the applicable Maximum Dividend Rate for a 28-day Dividend Period (in the case of Series
A Preferred Shares and Series B Preferred Shares) or 7-day Dividend Period (in the case of Series C Preferred Shares) and such subsequent
Dividend Period shall be a 28-day Dividend Period (in the case of Series A Preferred Shares and Series B Preferred Shares) or a 7-day Dividend
Period (in the case of Series C Preferred Shares).

Except during a Non-Payment Period, the Applicable Dividend Rate for any Dividend Period for Preferred Shares will not be more than the
Maximum Dividend Rate applicable to such shares.

The Maximum Dividend Rate for Preferred Shares will be the �Applicable Percentage� of the applicable �AA� Composite Commercial Paper Rate.
The Remarketing Agent will round each Maximum Dividend Rate to the nearest one-thousandth (0.001) of one percent per annum, with any
such number ending in five ten-thousandths (0.0005) of one percent being rounded upwards to the nearest one-thousandth (0.001) of one
percent. The Remarketing Agent will not round the applicable �AA� Composite Commercial Paper Rate as part of its calculation of any Maximum
Dividend Rate.

Allocation of Shares; Failure to Remarket. If the Remarketing Agent is unable to remarket by 4:00 p.m., New York City time, on a Dividend
Reset Date all Preferred Shares tendered to it in such Remarketing at a price of $100,000 per share, (i) each beneficial owner that tendered shares
or was deemed to have tendered Preferred Shares for sale will sell a number of Preferred Shares on a pro rata basis, to the extent practicable, or
by lot, as determined by the Remarketing Agent in its sole discretion, based on the number of orders to purchase Preferred Shares in such
Remarketing, and (ii) the Applicable Dividend Rate for the next Dividend Period, which shall be a 28-day Dividend Period (in the case of Series
A Preferred Shares and Series B Preferred Shares) or a 7-day Dividend Period (in the case of Series C Preferred Shares) will be the Maximum
Dividend Rate for such 28-day Dividend Period (in the case of Series A Preferred Shares and Series B Preferred Shares) or 7-day Dividend
Period (in the case of Series C Preferred Shares).

If the allocation procedures described above would result in the sale of a fraction of a Preferred Share, the Remarketing Agent will, in its sole
discretion, round up or down the number of Preferred Shares sold by each beneficial owner on the applicable Dividend Reset Date so that each
share sold by each beneficial owner shall be a whole Preferred Share, and the total number of shares sold equals the total number of shares
purchased on such Dividend Reset Date.

Notification of Results; Settlement. By telephone at approximately 4:30 p.m., New York City time, on each Dividend Reset Date with respect to
Preferred Shares, the Remarketing Agent will advise each beneficial owner of tendered Preferred Shares and each purchaser thereof (or the
Agent Member thereof) (i) of the number of shares such beneficial owner or purchaser is to sell or purchase and (ii) to give instructions to its
Agent Member to deliver such shares against payment therefor or to pay the purchase price against delivery as appropriate. The Remarketing
Agent will also advise each beneficial owner or purchaser that is to continue to hold, or to purchase, shares with a Dividend Period beginning on
the Business Day following such Dividend Reset Date of the Applicable Dividend Rate for such shares.

The transactions described above will be executed on the Settlement Date through the Securities Depository in accordance with the Securities
Depository�s procedures, and the accounts of the respective Agent Members of the Securities Depository will be debited and credited and shares
delivered by book entry as necessary to effect the purchases and sales of Preferred Shares, in each case as determined in the related
Remarketing. Purchasers of Preferred Shares will make payment through their Agent Members in same-day funds to the Securities Depository
against delivery by book entry of Preferred Shares through their Agent members. The Securities Depository will make payment in accordance
with its procedures, which currently provide for payment in same-day funds. If the certificates for Preferred Shares are not held by the Securities
Depository or its nominee, payment with respect to such shares will be made in same-day funds to the Paying Agent against delivery of such
certificates.

If any beneficial owner selling Preferred Shares in a Remarketing fails to deliver such shares, the Agent Member of such selling beneficial
owner and of any other person that was to have purchased Preferred Shares in such Remarketing may deliver to any such other person a number
of whole Preferred Shares that is less than the number of shares that otherwise was to be
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purchased by such person. In such event, the number of Preferred Shares to be so delivered will be determined by such Agent Member. Delivery
of such lesser number of Preferred Shares will constitute good delivery of such number of shares.

As long as the Securities Depository or Cede or any other nominee therefor holds the certificate or certificates representing the Preferred Shares,
no share certificates will need to be delivered by any selling beneficial owner to reflect any transfer of Preferred Shares effected in a
Remarketing.

Edgar Filing: PUTNAM MANAGED MUNICIPAL INCOME TRUST - Form N-14 8C/A

74



The Remarketing Agent may, in its sole discretion, modify the settlement procedures set forth above with respect to any Remarketing of
Preferred Shares so long as any such modification does not adversely affect any holders of such shares.

Redemption

Optional Redemption. The fund may at its option, to the extent permitted by the 1940 Act and after giving the requisite Notice of Redemption,
redeem shares of any series of Preferred Shares, in whole or in part, on the next succeeding scheduled Dividend Payment Date applicable to
those Preferred Shares called for redemption, out of funds legally available therefor, at the redemption price equal to $100,000 per share plus an
amount equal to dividends thereon (whether or not earned or declared) accumulated but unpaid to the date fixed for redemption plus the
premium, if any, resulting from the designation of a Premium Call Period; provided that no Preferred Share may be redeemed at the option of the
fund during a Non-Call Period to which such share is subject ( an �Optional Redemption�). The fund may not give a Notice of Redemption
relating to an optional redemption unless, at the time of giving such Notice of Redemption, the fund has available Deposit Securities with
maturity or tender dates not later than the day preceding the applicable redemption date and having a Discounted Value not less than the amount
due by reason of the redemption of Preferred Shares of such series on such redemption date.

Mandatory Redemption. The fund will be required to redeem, out of funds legally available thereof, at $100,000 per share plus accumulated but
unpaid dividends (whether or not earned or declared) to the date fixed by the Trustees for redemption plus the premium, if any, resulting from
the designation of a Premium Call Period, certain of the Preferred Shares, to the extent permitted under the 1940 Act and Massachusetts law, if
the fund fails to maintain the Preferred Shares Basic Maintenance Amount or the 1940 Act Preferred Shares Asset Coverage and such failure is
not cured on or before the Preferred Shares Basic Maintenance Cure Date or the 1940 Act Cure Date (herein referred to as a �Cure Date�), as the
case may be (a �Mandatory Redemption�). The number of Preferred Shares to be redeemed will be equal to the lesser of (i) the minimum number
of Preferred Shares the redemption of which, if deemed to have occurred immediately prior to the opening of business on such Cure Date,
together with all other preferred shares subject to redemption or retirement, would result in the satisfaction of the Preferred Shares Basic
Maintenance Amount or the 1940 Act Preferred Shares Asset Coverage, as the case may be, on such Cure Date (provided that, if there is no such
minimum number of shares of all series of Preferred Shares the redemption of which would have such result, all Preferred Shares then
outstanding will be redeemed), and (ii) the maximum number of Preferred Shares, together with all other preferred shares subject to redemption
and retirement, that can be redeemed out of funds expected to be legally available therefor. In determining the number of Preferred Shares
required to be redeemed in accordance with the foregoing, the fund shall allocate the number required to be redeemed to satisfy the Preferred
Shares Basic Maintenance Amount or the 1940 Act Preferred Shares Asset Coverage, as the case may be, pro rata among shares of all series of
Preferred Shares and other preferred shares subject to redemption and retirement provisions similar to those contained in this paragraph.

The fund is required to effect such a Mandatory Redemption not later than 45 days after such Cure Date, except that if the fund does not have
funds legally available for the redemption of all of the required number of Preferred Shares which are subject to Mandatory Redemption or the
fund otherwise is unable to effect such redemption on or prior to 45 days after such Cure Date, the fund will redeem those Preferred Shares
which it was unable to redeem on the earliest practicable date on which it is able to effect such redemption.

Any Preferred Share will be subject to Mandatory Redemption regardless of whether such share is subject to a Non-Call Period, provided that
Preferred Shares subject to a Non-Call Period will only be subject to redemption to the extent that other Preferred Shares (not subject to a
Non-Call Period) are not available to satisfy the number of shares required to be redeemed. In such event, such shares subject to a Non-Call
Period will be selected for redemption in an ascending order of outstanding Non-Call Period (with shares with the lowest number of days
remaining in the Non-Call
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Period to be called first) and by lot in the event of shares having equal outstanding Non-Call Periods.

Allocation. If fewer than all the outstanding Preferred Shares are to be redeemed, the number of Preferred Shares to be so redeemed will be a
whole number of shares and will be determined by the Trustees (subject to the provisions described above under �Redemption�), provided that (i)
no such Preferred Share will be subject to optional redemption on any Dividend Payment Date during a Non-Call Period to which it is subject
and (ii) Preferred Shares subject to a Non-Call Period will be subject to Mandatory Redemption on the basis described above under �Redemption.�
Unless certificates representing Preferred Shares are held by holders other than the Securities Depository or its nominee, the Securities
Depository, upon receipt of such Notice of Redemption, will determine by lot the number of Preferred Shares to be redeemed from the account
of each Agent Member (which may include an Agent Member, including the Remarketing Agent, holding shares for its own account) and notify
the Paying Agent of such determination. The Paying Agent, upon receipt of such notice, will in turn determine by lot the number of Preferred
Shares to be redeemed from the accounts of the beneficial owners of the shares whose Agent Members have been selected by the Securities
Depository and give notice of such determination to the Remarketing Agent. In doing so, the Paying Agent may determine that shares will be
redeemed from the accounts of some beneficial owners, which may include the Remarketing Agent, without shares being redeemed from the
accounts of other beneficial owners. Notwithstanding the foregoing, if any certificates representing Preferred Shares are not held by the
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Securities Depository or its nominee, the Preferred Shares to be redeemed will be selected by the Paying Agent by lot.

Notice of Redemption. Any Notice of Redemption with respect to Preferred Shares will be given by the fund via telephone to the Paying Agent,
the Securities Depository (and any other registered holder of such shares) and the Remarketing Agent not later than 1:00 p.m., New York City
time (and later confirmed in writing), (i) in the case of an optional redemption, (a) on the Settlement Date in the case of a partial redemption of
Preferred Shares, (b) the Tender Date in the case of a redemption in whole of Preferred Shares or (c) during a Non-Payment Period, the later of
the Dividend Payment Date or the seventh day prior to the earliest date upon which any such redemption may occur, and (ii) in the case of a
mandatory redemption, on the third Business Day preceding the redemption date established by the Trustees and specified in such notice. In the
case of a partial redemption, the Paying Agent will use its reasonable efforts to provide telephonic notice to each beneficial owner of Preferred
Shares called for redemption not later than the close of business on the Business Day on which the Paying Agent determines the shares to be
redeemed (as described above) (or, if certificates are held by persons other than the Securities Depository, not later than the close of business on
the Business Day immediately following the day on which the Paying Agent receives a Notice of Redemption from the fund). Such telephonic
notice will be confirmed promptly in writing to each such beneficial owner of Preferred Shares called for redemption, the Remarketing Agent
and the Securities Depository not later than the close of business on the Business Day immediately following the day on which the Paying Agent
determines the shares to be redeemed. In the case of a redemption in whole, the Paying Agent will use its reasonable efforts to provide
telephonic notice to each beneficial owner of Preferred Shares called for redemption not later than the close of business on the Business Day
immediately following the day on which the Paying Agent receives a Notice of Redemption from the fund. Such telephonic notice will be
confirmed promptly in writing to each beneficial owner of Preferred Shares called for redemption, the Remarketing Agent and the Securities
Depository not later than the close of business on the second Business Day following the day on which the Paying Agent receives notice of
redemption.

Every Notice of Redemption and other redemption notice with respect to the Preferred Shares will state: (i) the redemption date, (ii) the number
of Preferred Shares to be redeemed, (iii) the redemption price, (iv) that dividends on the Preferred Shares to be redeemed will cease to
accumulate as of such redemption date, and (v) the provision of the Agreement and Declaration of Trust or the Bylaws pursuant to which such
Preferred Shares as are being redeemed. In addition, Notice of Redemption given to a beneficial owner shall state the CUSIP number, if any, of
the Preferred Shares to be redeemed and the manner in which the beneficial owner of such shares may obtain payment of the redemption price.
No defect in the Notice of Redemption or other redemption notice or in the transmittal or the mailing thereof will affect the validity of the
redemption proceedings, except as required by applicable law. The Paying Agent will use its reasonable efforts to cause the publication of a
Notice of Redemption in an Authorized Newspaper within two
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Business Days of the date of the Notice of Redemption, but failure so to publish such notification will not affect the validity or effectiveness of
any such redemption proceedings. Preferred Shares the beneficial owners of which have been given Notice of Redemption shall not be subject to
transfer outside of a Remarketing.

Other Redemption Procedures. To the extent that any redemption for which Notice of Redemption has been given is not made by reason of the
absence of legally available funds therefor, such redemption will be made as soon as practicable to the extent such funds become available.
Failure to redeem Preferred Shares will be deemed to exist at any time after the date specified for redemption in a Notice of Redemption when
the fund shall have failed, for any reason whatsoever, to deposit with the Paying Agent funds with respect to any shares for which such Notice of
Redemption has been given. Notwithstanding the fact that the fund may not have redeemed Preferred Shares for which a Notice of Redemption
has been given, dividends may be declared and paid on Preferred Shares and shall include those Preferred Shares for which a Notice of
Redemption has been given.

Upon the giving of Notice of Redemption and the deposit of sufficient funds necessary for such redemption with the Paying Agent, the Preferred
Shares called for redemption shall no longer be deemed outstanding for any purpose and all rights of the holders and beneficial owners of the
shares so called for redemption will cease and terminate, except the right of the holders and beneficial owners thereof to receive the redemption
price thereof, inclusive of an amount equal to dividends (whether or not earned or declared) accumulated but unpaid to the redemption date plus
the premium, if any, resulting from the designation of a Premium Call Period, but without any interest or other additional amount (except for
Gross-Up Dividends described above under �Dividends and Dividend Periods-Gross-Up Dividends�). The fund will be entitled to receive from the
Paying Agent, promptly after the date fixed for redemption, any cash deposited with the Paying Agent in excess of (i) the aggregate redemption
price of the Preferred Shares called for redemption on such date and (ii) all other amounts to which holders of Preferred Shares called for
redemption may be entitled. The fund will be entitled to receive, from time to time after the date fixed for redemption, any interest on the funds
so deposited. Any funds so deposited with the Paying Agent that are unclaimed at the end of 90 days from such redemption date will, to the
extent permitted by law, be repaid to the fund, after which time the holdersand beneficial owners of Preferred Shares so called for redemption
will look only to the fund for payment of the redemption price and all other amounts to which they may be entitled. If any such unclaimed funds
are repaid to the fund, the fund shall invest such unclaimed funds in Deposit Securities with a maturity of no more than one Business Day.
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Except as described above with respect to redemptions, nothing contained in the Bylaws limits any legal right of the fund or any affiliate of the
fund to purchase or otherwise acquire any Preferred Shares at any price. Any Preferred Shares which have been redeemed, purchased or
otherwise acquired by the fund or any affiliate thereof may be resold.

The fund has the right in certain circumstances to arrange for others to purchase from the holders thereof Preferred Shares which are to be
redeemed as described above.

The Remarketing Agent may, in its sole discretion, modify the procedures concerning notification of redemption described above with respect to
Preferred Shares so long as any such modification does not adversely affect the holders or beneficial owners of the Preferred Shares or
materially alter the obligation of the Paying Agent and so long as the fund receives written confirmation from S&P that any such modifications
would not impair the ratings then assigned by S&P to the Preferred Shares.

Liquidation/Bankruptcy

Upon a liquidation, dissolution or winding up of the affairs of the fund, whether voluntary or involuntary, the holders of Preferred Shares then
outstanding will be entitled, whether from capital or surplus, before any assets of the fund will be distributed among or paid over to the holders
of the common shares or any other class or series of shares of the fund ranking junior to the Preferred Shares as to liquidation payments, to be
paid the amount of $100,000 per share plus an amount equal to accumulated but unpaid dividends thereon (whether or not earned or declared)
plus the premium, if any, resulting from the designation of a Premium Call Period to but excluding the date of final distribution, in same-day
funds. After any such payment, the holders and beneficial owners of Preferred Shares will not be entitled to any further participation in any
distribution of assets of the fund. If, upon any such liquidation, dissolution or winding up of the fund, the assets of the fund shall be insufficient
to make such full payments to the holders of Preferred Shares and to the holders of
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any shares of beneficial interest of the fund having preference rights ranking as to liquidation, dissolution or winding up on a parity with the
Preferred Shares, then such assets will be distributed among the holders of Preferred Shares and such parity holders ratably in accordance with
the respective amounts which would by payable on such Preferred Shares and any other such preferred shares if all amounts thereof were paid in
full. Neither the consolidation nor the merger of the fund with or into any entity or entities nor a reorganization of the fund alone nor the sale,
lease or transfer by the fund of all or substantially all of its assets shall be deemed to be a dissolution or liquidation of the fund.

Voting Rights

Except as indicated in this Appendix C or except as expressly required by applicable law, the Agreement and Declaration of Trust or Bylaws,
each holder of Preferred Shares and, each holder of common shares shall be entitled to one vote for each share held on each matter submitted to
a vote of shareholders of the fund, and the holders of outstanding Preferred Shares and of common shares shall vote together as a single class.

Holders of Preferred Shares, voting as a class, will be entitled to elect two of the fund�s Trustees, each Preferred Share entitling the holder thereof
to one vote, and the remaining Trustees will be elected by holders of the common shares and the Preferred Shares voting together as a single
class. If at the close of business on any Dividend Payment Date (i) accumulated dividends (whether or not earned or declared, and whether or not
funds are then legally available in an amount sufficient therefor) on the fund�s outstanding Preferred Shares equal to at least two full years�
dividends thereon shall be due and unpaid and sufficient cash or securities shall not have been deposited with the Paying Agent for the payment
of such accumulated dividends, or (ii) holders of preferred shares of the fund (other than the Preferred Shares) are entitled to elect a majority of
the Trustees of the fund, then the number of Trustees shall automatically be increased by the smallest number that, when added to the two
Trustees elected exclusively by the holders of Preferred Shares as described above, would constitute a majority of the Trustees as so increased
and at a special meeting of shareholders which will be called and held as soon as practicable, and at all subsequent meetings at which Trustees
are to be elected, the holders of Preferred Shares, voting as a separate class, will be entitled to elect the smallest number of additional Trustees
that, together with the two Trustees which such holders will be in any event entitled to elect, constitutes a majority of the total number of
Trustees of the fund as so increased. The terms of office of the persons who are Trustees at the time of that election will continue. If the fund
thereafter shall pay, or declare and set apart for payment, in full all dividends payable on all outstanding Preferred Shares for all past Dividend
Periods, the voting rights stated in the preceding sentence shall cease (subject always to revesting in the event of the further occurrence of the
circumstances described above), and the terms of office of all the additional Trustees elected by the holders of Preferred Shares (but not of the
Trustees with respect to whose election the holders of common shares were entitled to vote along with the holders of Preferred Shares or the two
Trustees the holders of Preferred Shares have the right to elect in any event) will terminate automatically.

The affirmative vote of the holders of a majority of the outstanding Preferred Shares, voting separately as a class, would be required to (i)
authorize, create or issue, increase or decrease the authorized or issued amount of, any class or series of shares of beneficial interest ranking
prior to or on a parity with the Preferred Shares with respect to payment of dividends or the distribution of assets on liquidation, or increase or
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decrease the number of authorized Preferred Shares; (ii) amend, alter or repeal any of the provisions of the fund�s Agreement and Declaration of
Trust and the Bylaws so as to affect materially and adversely any preference, right or power of such Preferred Shares or the holders thereof; or
(iii) take any other action requiring a vote of security holders under Section 18(a)(2)(D) of the 1940 Act including, among other things, changes
in the investment restrictions of the fund. To the extent permitted under the 1940 Act, the fund shall not take any action which may adversely
affect the rights of a holder of shares of a series of Preferred Shares differently than a holder of shares of another series of Preferred Shares
without the affirmative vote or consent of at least a majority of the Preferred Shares of such potentially affected series outstanding at the time.
To the extent that such an action may affect the rights of holders of shares of series of Preferred Shares in a substantially similar manner, the
holders of Preferred Shares of such series shall vote together as a single class. Notwithstanding the foregoing, so long as any Preferred Shares
are outstanding, the fund may not take any action described in Sections 4, 5 or 6 of Article IX of the Agreement and Declaration of Trust or
amend the provisions of Section 1 of Article IV, Sections 4, 5 or 6 of Article IX or the first sentence of Section 9 of Article IX of the Declaration
of Trust, without the affirmative vote or consent of holders of at least two-thirds (or a
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majority if permitted by Sections 4, 5 or 6 of Article IX of the Agreement and Declaration of Trust) of the Preferred Shares and common shares
of the fund (each voting separately as a class). The foregoing voting provisions will not apply if, at or prior to the time such vote is required, all
outstanding Preferred Shares shall have been redeemed or shall no longer be deemed to be outstanding.

Repurchase of Shares

Shares of closed-end investment companies often trade at a discount to their net asset values, and the fund�s common shares may likewise trade at
a discount to their net asset value. The market price of the fund�s common shares will be determined by such factors as relative demand for and
supply of such common shares in the market, the fund�s net asset value, general market and economic conditions, and other factors beyond the
control of the fund. Although the fund�s common shareholders will not have the right to redeem their shares, the fund may take action to
repurchase common shares in the open market or make tender or repurchase offers for its common shares at their net asset value. This may have
the effect of reducing any market discount from net asset value. The fund�s ability to repurchase or to tender for its common shares may be
limited by asset coverage requirements and other restrictions in respect of the Preferred Shares outstanding at the time. There is no assurance
that if action is undertaken to repurchase or tender for common shares, that such action will result in the common shares� trading at a price which
approximates their net asset value. Although common share repurchases and tenders could have a favorable effect on the market price of the
fund�s common shares, it should be recognized that the acquisition of common shares by the fund will decrease the total assets of the fund and,
therefore, have the effect of increasing the fund�s expense ratio. Any common share repurchases or tender offers will be made in accordance with
requirements of the Securities Exchange Act of 1934, as amended, and the 1940 Act. If the fund were to make a tender or repurchase offer for its
common shares, shareholders would receive any notice thereof required by applicable law, including any required information describing the
offer and the means by which shareholders might submit their common shares.

Ratings

It is a condition of the merger that the Preferred Merger Shares be issued with a rating of �Aaa� from Moody�s and AAA from S&P.

Rating Agency Guidelines

The composition of the fund�s portfolio will reflect guidelines established by Moody�s and S&P in connection with the fund�s receipt of a rating
for such shares on their date of original issue of at least �Aaa� by Moody�s and AAA by S&P. The credit ratings of Preferred Shares could be
reduced while an investor holders Preferred Shares. A decrease in the rating of the Preferred Shares may reflect a reduction in the fund�s ability
to pay dividends and/or the redemption price and liquidation value in respect of the Preferred Shares in accordance with the terms of the
Preferred Shares. Moody�s and S&P, nationally recognized statistical rating organizations, issue ratings for various securities reflecting the
perceived creditworthiness of such securities. The guidelines described under �Asset Maintenance� and in Exhibit C-2 have been developed by
Moody�s and S&P in connection with issuances of asset-backed and similar securities, including debt obligations and variable rate preferred
stocks, generally on a case-by-case basis through discussions with the issuers of these securities. The guidelines are generally designed to ensure
that assets underlying outstanding debt or preferred stock will be sufficiently varied and will be of sufficient quality and amount to justify
investment-grade ratings. The guidelines do not have the force of law but have been adopted by the fund in order to satisfy current requirements
necessary for Moody�s and S&P to issue the above-described ratings for Preferred Shares, which ratings are generally relied upon by institutional
investors in purchasing such securities. The guidelines include a set of tests for portfolio composition and asset coverage that supplement (and in
some cases are more restrictive than) the applicable requirements under the 1940 Act.

In addition, the fund is prohibited from engaging in the following transactions unless it has received written confirmation from Moody�s and S&P
that any such action would not impair the ratings then assigned by Moody�s and S&P to the Preferred Shares: (i) borrow money if the Preferred
Shares Basic Maintenance Amount would not be satisfied after giving effect to such borrowing; (ii) borrow, in the aggregate, money in excess of
the lesser of $10 million or the product of the number of Preferred Shares and other preferred shares outstanding multiplied by $10,000 or 10%
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of the total assets of the fund; (iii) borrowing any money except for the purpose of clearing portfolio transactions; or (iv) lend portfolio
securities. The fund also must give Moody�s and S&P prompt written notice of any of the following circumstances: (i) any material change to the
Declaration of Trust or Article 12 (�Shares of Beneficial Interest�) of the
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Bylaws; (ii) any failure to declare or pay any dividend on Preferred Shares; (iii) any mandatory or optional redemption of Preferred Shares; (iv)
any assumption of control of the Board of Trustees by holders of Preferred Shares pursuant to the voting rights described above under �Voting�;
(v) in the event the fund shall not be a party to a pricing services agreement and dealer quotes on assets are not available; (vi) in the event that
the Applicable Dividend Rate equals or exceeds 95% of �AA� Composite Commercial Paper Rate; (vii) a change in Dividend Period; (viii) any
person owning more than 5% of the fund�s common shares; (ix) a change in Service rules on Gross-Up Dividends relating to the operation of the
fund; and (x) a change in Pricing Service.

Asset Maintenance

The fund will be required to satisfy a number of asset maintenance requirements under the terms of the Bylaws. These requirements are
summarized below.

1940 Act Preferred Shares Asset Coverage. The fund will be required under the Bylaws to maintain as of the last Business Day of each month in
which any Preferred Shares are outstanding, asset coverage of at least 200% with respect to outstanding senior securities which are shares,
including the Preferred Shares (or such other asset coverage as may in the future be specified in or under the 1940 Act as the minimum asset
coverage for senior securities which are shares of a closed-end investment company as a condition of paying dividends on its common shares)
(�1940 Act Preferred Shares Asset Coverage�). If the fund fails to maintain 1940 Act Preferred Shares Asset Coverage and such failure is not
cured as of the last Business Day of the month following the date of such failure (the �1940 Act Cure Date�), the fund will be required under
certain circumstances to redeem certain of the Preferred Shares. See �Redemption.�

Preferred Shares Basic Maintenance Amount. In connection with their respective ratings of the Preferred Shares, Moody�s and S&P have each
established asset coverage guidelines which are incorporated into the Bylaws to ensure the payment of the liquidation preference and the fund�s
other obligations in respect of its outstanding Preferred Shares. These guidelines require the fund among other things to maintain
investment-grade assets with a value (discounted in accordance with each rating agency�s guidelines) equal to the Preferred Shares Basic
Maintenance Amount. These guidelines impose restrictions on the securities in which the fund may invest, limit the fund�s use of futures, options
and forward commitments, and prohibit the use of borrowing for leverage and the fund�s entering into short sales, securities lending and reverse
repurchase agreements. These requirements are explained in greater detail in Exhibit C-2. If the fund fails to meet such requirements and such
failure is not cured, the fund will be required under certain circumstances to redeem some or all of the Preferred Shares. See �Redemption.�

General. The fund may, but is not required to, adopt any modifications to these guidelines that may hereafter be established by Moody�s or S&P.
Failure to adopt any such modifications, however, may result in a change in the ratings described above or a withdrawal of ratings altogether. In
addition, any rating agency providing a rating for the Preferred Shares may, at any time, change or withdraw any such rating. As set forth in the
Bylaws, the Trustees may, without shareholder approval, modify certain definitions or restrictions which have been adopted by the fund pursuant
to the rating agency guidelines, provided in certain cases the Trustees have obtained written confirma-tion from Moody�s and S&P that any such
change would not impair the ratings then assigned by Moody�s and S&P to the Preferred Shares. As described by Moody�s and S&P, a preferred
stock rating is an assessment of the capacity and willingness of an issuer to pay preferred stock obligations. The ratings on the Preferred Shares
are not recommendations to purchase, hold or sell Preferred Shares, inasmuch as the ratings do not comment as to market price or suitability for
a particular investor. Nor do the rating agency guidelines address the likelihood that a holder of Preferred Shares will be able to sell such shares
in a Remarketing. The ratings are based on current information furnished to Moody�s and S&P by the fund and Putnam Management and
information obtained from other sources. The outstanding Preferred Shares are rated AAA by S&P and �Aaa� by Moody�s. The ratings may be
changed, suspended or withdrawn as a result of changes in, or the unavailability of, such information. The fund�s common shares have not been
rated by a nationally recognized statistical rating organization.

Exchange Provisions

Upon the authorization of the Board of Trustees based on (i) the receipt by the fund of a rule from the IRS to the effect that the payment of
dividends on the shares of Series I Preferred Shares would not jeopardize the fund�s status as a regulated investment company or (ii) an opinion
of legal counsel in form and substance satisfactory to the Board of Trustees to the effect that the payment of dividends on Series I Preferred
Shares would not jeopardize the fund�s status as a regulated investment company and the affirmative vote or consent
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of the holders of a majority of each series of Preferred Shares outstanding at the time (each series voting separately as a class) (in each case, an
�Exchange Event�), then, on the first Dividend Payment Date for the Preferred Shares that is at least 45 days after the occurrence of an Exchange
Event and as of which the conditions described below have been satisfied (the �Exchange Date�), the Preferred Shares will be exchanged on a
share-for-share basis for Series I Preferred Shares. The Preferred Shares will not be issued for Series I Preferred Shares unless each of Moody�s
and S&P have given the Series I Preferred Shares a rating equivalent to the then-current rating on the Preferred Shares; provided that, if Moody�s
or S&P shall not make such rating available, such exchange will take place if a Substitute Rating Agency has provided a rating equivalent to
such then-current rating on the Exchange Date and (ii) all Preferred Shares subject to exchange that were tendered (or deemed tendered) on the
Tender Date preceding such Exchange Date have been remarketed by the Remarketing Agents on the related Dividend Reset Date at a price of
$100,000 per share. Holders of outstanding Preferred Shares will receive one Series I Preferred Share for each Preferred Share held and
exchanged by them on the Exchange Date therefor.

The fund will cause the publication of an exchange notice in an Authorized Newspaper, and cause the Paying Agent to mail an exchange notice
to each holder of Preferred Shares, not less than 10 nor more than 30 days prior to the Exchange Date therefor. Such notice shall state: (i) the
Exchange Date, (ii) that on such Exchange Date all Preferred Shares will be exchanged automatically, and without any action or choice on the
part of the holders thereof, on a share-for-share basis for Series I Preferred Shares, (ii) that the Initial Dividend Period for Series I Preferred
Shares will be a 28-day Dividend Period commencing on such Exchange Date, (iv) that dividends on Preferred Shares will cease to accumulate
on such Exchange Date and (v) whether the Series I Preferred Shares will be rated by Moody�s and S&P or by a Substitute Rating Agency. On
the Exchange Date, Preferred Shares will cease to accumulate dividends, will no longer be deemed outstanding, the rights of holders of such
shares (except the right to receive Series I Preferred Shares, accumulated but unpaid dividends on their Preferred Shares to but excluding the
Exchange Date and any Gross-Up Dividends) will cease, and the person entitled to receive Series I Preferred Shares will be treated for all
purposes as the holder of such Series I Preferred Shares.

Taxation of Preferred Shares

The following is a summary of some of the important tax considerations applicable to investments in Preferred Shares of Managed Municipal
Income Trust. See �Information about the Funds � Taxation� in the Prospectus/Proxy for a discussion of other important tax considerations
generally applicable to investments in Managed Municipal Income Trust. If for any reason it is determined after the payment of any dividend
that a portion of that dividend was subject to federal income tax, Managed Municipal Income Trust will not be required to pay any additional
amount to compensate for any tax payable on the dividend (other than Gross-Up Dividends payable under the circumstances described in this
Appendix C). The federal income tax consequences of Gross-Up Dividends under existing law are uncertain. For example, it is unclear how
Gross-Up Dividends will be treated under the rules in Subchapter M of the Code applicable to dividends paid following the close of a taxable
year in respect of a prior year�s income. Managed Municipal Income Trust intends to treat such Gross-Up Dividends as paid during such prior
taxable year for purposes of the rules governing Managed Municipal Income Trust�s treatment of such dividends, and to treat a holder as
receiving a dividend distribution in the amount of any Gross-Up Dividend only as and when such Gross-Up Dividend is paid. Managed
Municipal Income Trust will generally designate Gross-Up Dividends as exempt-interest dividends to the extent it determines such designation
is consistent with the allocation principles, as described in �Advance Notice of Allocation of Taxable Income; Inclusion of Taxable Income in
Dividend.� However, the IRS may assert that all or part of a Gross-Up Dividend is a taxable dividend either in the taxable year in which the
dividend or dividends to which the Gross-Up Dividend relates, was paid, or in the taxable year in which the Gross-Up Dividend is paid.
Managed Municipal Income Trust will not be required to pay any additional amount if it is determined that its treatment of Gross-Up Dividends
was improper. Existing authorities do not specifically address whether dividends (including possible Gross-Up Dividends) that are paid
following the close of a taxable year, but that are treated for tax purposes as derived from the income of such prior taxable year, are treated as
dividends �paid� during such prior taxable year for purposes of determining each class�s proportionate share of a particular type of income.
Managed Municipal Income Trust currently intends to treat such dividends as having been �paid� in the prior taxable year for purposes of
determining each class�s

C-18

proportionate share of a particular type of income with respect to such prior taxable year. Existing authorities also do not specifically address the
allocation of taxable income among the dividends paid to holders of a class of shares during or with respect to a taxable year. It is possible that
the IRS could disagree with the fund�s position concerning the treatment of dividends paid after the close of a taxable year or with the fund�s
method of allocation, in which case the IRS could attempt to recharacterize a portion of the dividends paid to the holders of preferred shares and
designated by the Fund as exempt-interest dividends as consisting instead of capital gains or other taxable income. If the IRS were to prevail
with respect to any such attempted recharacterization, holders of Preferred Shares could be subject to tax on amounts so recharacterized and the
fund could be subject to federal income and excise tax. In such event, no additional amounts (including Gross-Up Dividends) would be paid by
Managed Municipal Income Trust with respect to dividends so recharacterized to compensate for any additional tax owed by holders of
Preferred Shares.
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Glossary

��AA� Composite Commercial Paper Rate� on any date, means (i) the Interest Equivalent of the rate on commercial paper placed for the number of
days specified in the succeeding sentence on behalf of issuers whose corporate bonds are rated �AA� by S&P or �Aa� by Moody�s, or the equivalent
of such rating by another nationally recognized rating agency, as such rate is made available on a discount basis or otherwise by the Federal
Reserve Bank of New York for the Business Day immediately preceding such date, or (ii) in the event that the Federal Reserve Bank of New
York does not make available such a rate, then the arithmetic average of the Interest Equivalent of such rates on commercial paper placed on
behalf of such issuers, as quoted on a discount basis or otherwise by the Commercial Paper Dealers to the Remarketing Agent for the close of
business on the Business Day immediately preceding such date. In respect of any Dividend Period of seven or 28 days (determined without
regard to any adjustment in the remarketing schedule in respect of non-Business Days, as provided herein), the �AA� Composite Commercial
Paper Rate shall be the Interest Equivalent of the 60-day rate. If any Commercial Paper Dealer does not quote a rate required to determine the
�AA� Composite Commercial Paper Rate, the �AA� Composite Commercial Paper Rate will be determined on the basis of the quotation or
quotations furnished by the remaining Commercial Paper Dealer or Dealers or, if none of the Commercial Paper Dealers quotes such a rate, by
any Substitute Commercial Dealers of Dealers selected by the fund to provide such rate or rates not being supplied by any Commercial Paper
Dealer.

�Accountant�s Confirmation� shall have the meaning set forth in Exhibit C-2.

�Agent Member� means a member of the Securities Depository that will maintain records for a beneficial owner of one or more Preferred Shares.

�Agreement and Declaration of Trust� means the Agreement and Declaration of Trust of Managed Municipal Income Trust, as amended from time
to time.

�Applicable Dividend Rate� means, for each Dividend Period after the Initial Dividend Period, the rate of dividend per annum that (i) except for a
Dividend Period commencing during a Non-Payment Period, will be equal to the lower of the rate of dividend per annum that the Remarketing
Agent advises results on the Dividend Reset Date preceding the first day of such Dividend Period from implementation of the remarketing
procedures set forth in the Bylaws and the Maximum Dividend Rate or (ii) for each Dividend Period commencing during a Non-Payment Period,
will be equal to the Non-Payment Period Rate.

�Applicable Percentage� has the meaning described on page C-6 of this Appendix C.

�Authorized Newspaper� means a newspaper of general circulation in the English language generally published on Business Days in The City of
New York.

A �beneficial owner� means a person that is listed as the beneficial owner of one or more Preferred Shares in the records of the Paying Agent or,
with respect to any Preferred Shares not registered in the name of the Securities Depository on the share transfer books of the fund, the person in
whose name such share is so registered.

�Business Day� means a day on which the New York Stock Exchange, Inc. is open for trading, and which is not a day on which banks in The City
of New York are authorized or obligated by law to close.

�Bylaws� means the Bylaws of Managed Municipal Income Trust, as amended from time to time.

�Cede� means Cede & Co., the nominee of DTC in whose name the Preferred Shares initially will be registered.
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�Code� means the Internal Revenue Code of 1986, as amended from time to time.

�Commercial Paper Dealers� means Merrill Lynch, Pierce, Fenner & Smith, Incorporated and such other commercial paper dealers as the fund
may from time to time appoint, or in lieu of any thereof, their respective affiliates or successors.

�Commission� means the Securities and Exchange Commission.

�Cure Date� has the meaning set forth on page C-12 of this Appendix C.

�Date of Original Issue� means, with respect to any Preferred Merger Shares, the date on which the merger is consummated.
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�Deposit Securities� means cash and Municipal Bonds rated at least A-1+ or SP-1+ by S&P.

�Discounted Value� means (i) with respect to an S&P Eligible Asset, the quotient of the Market Value thereof divided by the applicable S&P
Discount Factor and (ii) with respect to a Moody�s Eligible Asset, the quotient of the Market Value thereof divided by the applicable Moody�s
Discount Factor; provided that the Discounted Value of such Eligible Asset shall never be greater than the face value of such Eligible Asset.

�Dividend Payment Date� has the meaning set forth on page C-3 of this Appendix C.

�Dividend Period� has the meaning set forth on page C-2 of this Appendix C.

�Dividend Reset Date� means any date on which the Remarketing Agent (i) determines the Applicable Dividend Rate for the ensuing Dividend
Period, (ii) notifies holders, purchasers and tendering holders of Preferred Shares by telephone, telex or otherwise of the results of the
Remarketing and (iii) announce such Applicable Dividend Rate.

�DTC� means The Depository Trust Company.

�Eligible Asset� means S&P Eligible Asset and/or Moody�s Eligible Asset.

�Exchange Date� has the meaning set forth on page C-18 of this Appendix C.

�Exchange Event� has the meaning set forth on page C-17 of this Appendix C.

�Gross-Up Dividend� has the meaning set forth on page C-5 of this Appendix C.

A �holder� of Preferred Shares means, with respect to any share of Preferred Shares, the person who is listed in the share transfer books of the fund
as the registered holder of such share.

�Independent Accountant� means a nationally recognized accountant, or firm of accountants, that is, with respect to the fund, an independent
registered public accounting firm.

�Initial Dividend Payment Date� has the meanings set forth in the Bylaws of Managed Municipal Income Trust.

�Initial Dividend Period� means, with respect to Preferred Merger Shares, the 7-day Dividend Period commencing on the Date of Original Issue
thereof.

�Interest Equivalent� means a yield on a 360-day basis of a discount basis security which is equal to the yield on an equivalent interest-bearing
security.

�IRS� means the Internal Revenue Service.

�Mandatory Redemption� has the meaning set forth on page C-12 of this Appendix C.

�Market Value� of any asset of the fund means the market value thereof determined by the Pricing Service. The Market Value of any asset shall
include any interest accrued thereon. The Pricing Service shall value portfolio securities at the mean between the quoted bid and asked price or
the yield equivalent when quotations are readily available. Securities for which quotations are not readily available shall be valued at fair value
as determined by the Pricing Service using methods which include consideration of: yields or prices of municipal bonds of comparable quality,
type of issue, coupon, maturity and rating; indications as to value from dealers; and general market conditions. The Pricing Service may employ
electronic data processing techniques and/or a matrix system to determine valuations.

�Maximum Dividend Rate� has the meaning set forth on page C-6 of this Appendix C.

�Moody�s� means Moody�s Investors Service, Inc.

�Moody�s Discount Factor� means, for purposes of determining the Discounted Value of any Municipal Bond which constitutes a Moody�s Eligible
Asset, the percentage determined by reference to the rating on such asset and the shortest Moody�s Collateral Period set forth opposite such rating
that is the same length as or is longer than the Moody�s Exposure Period, in accordance with the table set forth below:
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Rating Category

Moody�s

Collateral Period Aaa* Aa* A* Baa* Other**

7 weeks or less 151% 159% 168% 202% 229%

8 weeks or less but

greater than 7 weeks 154 164 173 205 235

9 weeks or less but

greater than 8 weeks 158 169 179 209 242

10 weeks or less but

greater than 9 weeks 161 175 186 213 250

* Moody�s rating.

** Municipal Bonds not rated by Moody�s but rated BBB by S&P.

Notwithstanding the foregoing, (i) the Moody�s Discount Factor for short-term Municipal Securities will be 115%, so long as such Municipal
Securities are rated at least MIG-1, VMIG-1 or P-1 by Moody�s and mature or have a demand feature at par exercisable in 30 days or less, and
(ii) no Moody�s Discount Factor will be applied to cash.

�Moody�s Eligible Asset� means cash or a Municipal Security that (i) pays interest in cash; (ii) is publicly rated Baa or higher by Moody�s or, if not
rated by Moody�s but rated by S&P, is rated at least BBB by S&P (provided that, for purposes of determining the Moody�s Discount Factor
applicable to any such S&P-rated Municipal Security, such Municipal Security will be deemed to have a Moody�s rating which is one full rating
category lower than its S&P rating); (iii) does not have its Moody�s rating suspended by Moody�s; and (iv) is part of an issue of Municipal
Securities of at least $10,000,000.

Municipal Securities issued by any one issuer and rated BBB by S&P may comprise no more than 4% of total Moody�s Eligible Assets; such
BBB rated Municipal Securities, if any, together with any Municipal Securities issued by the same issuer and rated Baa by Moody�s, may
comprise no more than 6% of total Moody�s Eligible Assets; such BBB and Baa rated Municipal Securities, if any, together with any Municipal
Securities issued by the same issuer and rated A by Moody�s, may comprise no more than 10% of total Moody�s Eligible Assets; and such BBB,
Baa and A rated Municipal Securities, if any, together with any Municipal Securities issued by the same issuer and rated Aa by Moody�s, may
comprise no more than 20% of total Moody�s Eligible Assets. Municipal Securities issued by issuers located within a single state or territory and
rated BBB by S&P may comprise no more than 12% of total Moody�s Eligible Assets; such BBB rated Municipal Securities, if any, together with
any Municipal Securities issued by issuers located within the same state or territory and rated Baa by Moody�s, may comprise no more than 20%
of total Moody�s Eligible Assets; such BBB and Baa rated Municipal Securities, if any, together with any Municipal Securities issued by issuers
located within the same state or territory and rated A by Moody�s, may comprise no more than 40% of total Moody�s Eligible Assets; and such
BBB, Baa and A rated Municipal Securities, if any, together with any Municipal Securities issued by issuers located within the same state or
territory and rated Aa by Moody�s, may comprise no more than 60% of total Moody�s Eligible Assets.

Municipal Securities that are used by the fund as collateral pursuant to a repurchase agreement that obligates the fund to repurchase such
Municipal Securities will only constitute Moody�s Eligible Assets if the long-term debt of the other party to the repurchase agreement is rated at
least Aa by Moody�s and such agreement has a term of 30 days or less; such Municipal Securities shall be valued at the Discounted Value of such
Municipal Securities. Municipal Securities acquired as collateral by the fund pursuant to a repurchase agreement that obligates the other party
thereto to repurchase such Municipal Securities will only constitute a Moody�s Eligible Asset if the long-term debt of such other party is rated at
least Aa by Moody�s and such agreement has a term of 30 days or less; such Municipal Securities shall be valued at the amount of cash paid by
the fund pursuant to such repurchase agreement.
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Notwithstanding the foregoing, an asset will not be considered a Moody�s Eligible Asset if it is (i) irrevocably deposited by the fund for the
payment, in whole or in part, of any of (i)(A) through (i)(F) as set forth in the definition of �Preferred Shares Basic Maintenance Amount� or (ii)
subject to any material lien, mortgage, pledge, security interest or security agreement of any kind, except for (a) liens the validity of which is
being contested in good faith by appropriate proceedings, (b) liens for taxes that are not then due and payable or that can be paid thereafter
without penalty, (c) liens to secure payment for services rendered or cash advanced to the fund by The Putnam Management Company, Inc.,
Putnam Investor Services, Inc., the Paying Agent or any Remarketing Agent and (d) any lien by virtue of a repurchase agreement.

�Moody�s Exposure Period� means the period commencing on and including a given Valuation Date and ending 63 days thereafter.
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�Municipal Securities� means obligations issued by or on behalf of states, territories and possessions of the United States and the District of
Columbia and their potential subdivisions, agencies and instrumentalities, the interest on which, in the opinion of bond counsel or other counsel
to the issuer of such securities, is at the time of issuance not includable in gross income for federal income tax purposes.

�1940 Act� means the Investment Company Act of 1940, as amended from time to time.

�1940 Act Cure Date� has the meaning set forth on page C-17 of this Appendix C.

�1940 Act Preferred Shares Asset Coverage� has the meaning set forth on page C-17 of this Appendix C.

�Non-Call Period� has the meaning described under �Specific Redemption Provisions� below.

 �Non-Payment Period� has the meaning set forth on page C-4 of this Appendix C.

�Non-Payment Period Rate� has the meaning set forth on page C-4 of this Appendix C.

�Non-qualifying Distribution� has the meaning set forth on page C-5 of this Appendix C.

�Notice of Redemption� has the meaning set forth on page C-13 of this Appendix C.

�Optional Redemption� has the meaning set forth on page C-12 of this Appendix C.

�Paying Agent� means (Bankers Trust Company), or any successor company or entity, which has entered into a paying agent agreement with the
fund to act for the fund, among other things, as the transfer agent, registrar, dividend and redemption price disbursing agent, settlement agent
and agent for certain notifications for the fund in connection with the Preferred Shares in accordance with such agreement.

�Preferred Shares� has the meaning set forth on page C-1 of this Appendix C.

�Premium Call Period� has the meaning set specified in �Specific Redemption Provisions� below.

�Preferred Shares Basic Maintenance Amount,� as of any Valuation Date, means the dollar amount equal to (i) the sum of (A) the product of the
number of Preferred Shares outstanding on such Valuation Date multiplied by$100,000: (B) the aggregate amount of dividends (whether or not
earned or declared) that will have accumulated for Preferred Share outstanding, in each case, to (but not including) the next Dividend Payment
Date that follows such Valuation Date; (C) the aggregate amount of dividends that would accumulate at the then current Maximum Dividend
Rate on Preferred Shares outstanding from the Business Day following such respective Dividend Reset Date through the 63rd day after such
Valuation Date, multiplied by the larger of factors determined from time to time by Moody�s and S&P and designed to take into account potential
increases in dividend rates over such period (except that if such Valuation Date occurs during a Non-Payment Period, the dividend for purposes
of calculation would accumulate at the then current Non-Payment Period Rate); (D) the amount of anticipated expenses of the fund for the 90
days subsequent to such Valuation Date; (E) the premium, if any, resulting from the designation of a Premium Call Period; and (F) any current
liabilities as of such Valuation Date to the extent not reflected in any of (i) (A) through (1) (E) (including, without limitation, any current
liabilities relating to futures and options and any Gross-Up Dividends which are payable and payables for Municipal Securities purchased as of
such Valuation Date) less (ii) the sum of (A) the receivables for Municipal Securities sold as of such Valuation Date, provided that, for purposes
of calculating Preferred Shares Basic Maintenance Amount in order to determine whether the fund has Moody�s Eligible Assets with a
Discounted Value that equals the Preferred Shares Basic Maintenance Amount, the party from which such receivable is due shall have long-term
debt rated at least A2 by Moody�s and such receivable is due in 30 days or less and (B) the value of any of the fund�s assets irrevocably deposited
by the fund for payment of any of (i)(A) through (i)(F).
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�Preferred Shares Basic Maintenance Cure Date,� with respect to the failure by the fund to satisfy the Preferred Shares Basic Maintenance Amount
as of a given Valuation Date, means the ninth Business Day following such Valuation Date.

�Preferred Shares Basic Maintenance Report� means a report signed by the President, Treasurer or any Executive Vice President or Vice President
of the fund which sets forth, as of the related Valuation Date, the assets of the fund, the Market Value and the Discounted Value thereof
(seriatim and in the aggregate), and the Preferred Shares Basic Maintenance Amount.

�Pricing Service� means Mellon Investdata Corp., or any successor company or entity, or any other entity designated from time to time by the
Trustees. Notwithstanding the foregoing, the Trustees will not
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designate a new Pricing Service unless the fund has received a written confirmation from Moody�s and S&P that such action would not impair
the ratings then assigned by Moody�s and S&P to Preferred Shares.

�Qualified Investor� has the meaning set forth on page C-6 of this Appendix C.

�Quarterly Valuation Date� means the last Business Day of each fiscal quarter of the fund in each fiscal year of the fund.

�Remarketing� has the meaning set forth on page C-6 of this Appendix C.

�Remarketing Agent� has the meaning set forth on page C-8 of this Appendix C.

�S&P� means Standard & Poor�s Ratings Group.

�S&P Discount Factor� means, for purposes of determining the Discounted Value of any S&P Eligible Asset, the percentage determined by
reference to the rating on such asset and the shortest S&P Collateral Period set forth opposite such rating that is the same length as or is longer
than the S&P Exposure Period, in accordance with the table set forth below:

Rating Category

S&P Exposure Period AAA* AA* A* BBB*

40 Business Days 190% 195% 210% 250%

22 Business Days 170 175 190 230

10 Business Days 155 160 175 215

7 Business Days 150 155 170 210

3 Business Days 130 135 150 190

* S&P rating.

Notwithstanding the foregoing. (i) the S&P Discount Factor for short-term Municipal Securities will be 115%, so long as such Municipal
Securites are rated A-1+ or SP-1+ by S&P and mature or have a demand feature exercisable in 30 days or less, or 125% if such Municipal
Securities are not rated by S&P but are rated VMIG-1, P-1 or MIG-1 by Moody�s; provided, however, that if such Municipal Securities are
backed by any letter of credit, liquidity facility or guarantee from a bank or other financial institution, such bank or institution must have a
short-term rating of at least A-1+ from S&P; and further provided that such short-term Municipal Securities rated by Moody�s but not rated by
S&P may comprise no more than 50% of short-term Municipal Securities that qualify as S&P Eligible Assets and (ii) no S&P Discount Factor
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will be applied to cash.

�S&P Eligible Asset� means cash or a Municipal Security that (i) is interest bearing and pays interest at least semi-annually: (ii) is payable with
respect to principal and interest in U.S. Dollars; (iii) is publicly rated BBB or higher by S&P or, if not rated by S&P but rated by Moody�s, is
rated at least A by Moody�s (provided that such Moody�s-rated Municipal Securities will be included in S&P Eligible Assets only to the extent the
Market Value of such Municipal Securities does not exceed 50% of the aggregate Market Value of the S&P Eligible Assets; and further
provided that, for purposes of determining the S&P Discount Factor applicable to any such Moody�s-rated Municipal Securities, such Municipal
Securities will be deemed to have an S&P rating which is one full rating category lower than its Moody�s rating); (iv) is not subject to a covered
call or covered put option written by the fund; (v) is not part of a private placement of Municipal Securities; and (vi) is part of an issue of
Municipal Securities with an original issue size of at least $20 million or, if of an issue with an original issue size below $20 million (but in no
event below $10 million), is issued by an issuer with a total of at least $50 million of securities outstanding. Notwithstanding the foregoing, (i)
Municipal Securities of any one issuer or guarantor (excluding bond insurers) will be considered S&P Eligible Assets only to the extent the
Market Value of such Municipal Securities does not exceed 10% of the aggregate Market Value of the S&P Eligible Assets, provided that 2% is
added to the applicable S&P Discount Factor for every 1% by which the Market Value of such Municipal Securities exceeds 5% of the
aggregate Market Value of the S&P Eligible Assets; (ii) Municipal Securities guaranteed or insured by any on bond insurer will be considered
S&P Eligible Assets only to the extent the Market Value of such Municipal Securities does not exceed 25% of the aggregate Market Value of the
S&P Eligible Assets; and (iii) Municipal Securities issued by issuers in any one state or territory will be considered S&P Eligible Assets only to
the extent the Market Value of such Municipal Securities does not exceed 20% of the aggregate Market Value of S&P Eligible Assets.

�S&P Exposure Period� means the maximum period of time following a Valuation Date that the fund has to cure any failure to maintain, as of
such Valuation Date, a Discounted Value of its portfolio at least equal to the Preferred Shares Basic Maintenance Amount.

�Securities Depository� means The Depository Trust Company or any successor company or other entity selected by the fund as securities
depository for Preferred Shares that agrees to follow the procedures
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required to be followed by such securities depository in connection with the Preferred Shares.

�Settlement Date� means the first Business Day after a Dividend Reset Date applicable to a Preferred Share.

�7-day Dividend Period� means a Dividend Period containing seven days.

�Special Dividend Period� means a Dividend Period established by the fund for Preferred Shares as described on page C-2 of this Appendix C.

�Specific Redemption Provisions� means, with respect to a Special Dividend Period of 365 or more days. either, or any combination of the
designation of (i) a period (a �Non-Call Period�) determined by the Trustees, after consultation with the Remarketing Agent, during which the
Preferred Shares subject to such Dividend Period shall not be subject to redemption at the option of the fund and (ii) a period (a �Premium Call
Period�) consisting of a number of whole years and determined by the Trustees, after consultation with the Remarketing Agent, during each year
of which the Preferred Shares subject to such Dividend Period shall be redeemable at the fund�s option at a price per share equal to $100,000 plus
accumulated but unpaid dividends plus a premium expressed as a percentage of $100,000, as determined by the Trustees after consultation with
the Remarketing Agent.

�Substitute Commercial Paper Dealers� means such substitute commercial paper dealers as the fund may from time to time appoint or, in lieu of
any thereof, their respective affiliates or successors.

�Substitute Rating Agency� shall mean a nationally recognized statistical rating organization selected by the fund to act as the substitute rating
agency to determine the credit ratings of the Preferred Shares.

�Tender and Dividend Reset� means the process pursuant to which Preferred Shares may be tendered in a Remarketing or held and become subject
to the new Applicable Dividend Rate determined by the Remarketing Agent in such Remarketing.

�Tender Date� means any date on which (i) each holder of Preferred Shares must provide to the Remarketing Agent irrevocable telephonic notice
of intent to tender shares in a Remarketing and (ii) such Remarketing formally commences.

�Trustees� means the Trustees of the fund.

�28-day Dividend Period� means a Dividend Period containing 28 days.
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�Valuation Date� means, for purposes of determining whether the fund is maintaining the Preferred Shares Basic Maintenance Amount, each
Business Day.

Notwithstanding the foregoing, the Trustees may, without the vote or consent of the holders of Preferred Shares, from time to time amend, alter
or repeal certain of the foregoing definitions (or definitions of other terms contained in the fund�s Bylaws) and any such amendment, alteration or
repeal will be deemed not to affect the preferences, rights or powers of Preferred Shares or the holders thereof, provided the Trustees receive
written confirmation from both Moody�s and S&P that any such amendment, alteration or repeal would not impair the ratings then assigned to
Preferred Shares by the rating agency providing such confirmation.
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EXHIBIT C-1
NORMAL SCHEDULE FOR
REMARKETING PREFERRED SHARES

The normal schedule for remarketing Preferred Shares is described below. As described in this Appendix C, the events occurring on each day of
a normal remarketing schedule are subject to change in the event that certain days are not Business Days. All references herein to a particular
time of day shall be to New York City time.

Tender Date
12:00 noon Deadline for the Remarketing

Agent to make available to holders

of Preferred Shares non-binding

indications of Applicable

Dividend Rate for the next suc-

ceeding 28-day Dividend Period

(in the case of Series A Preferred

Shares and Series B Preferred

Shares), 7-day Dividend Period (in

the case of Series C Preferred

Shares) or, if applicable, Special

Dividend Period.

1:00 p.m. Deadline for each holder of

Preferred Shares to provide to the

Remarketing Agent irrevocable

telephonic notice of intent to tender

Preferred Shares for sale in the cur-

rent Remarketing. Remarketing of

tendered shares of Preferred

Shares formally commences.

Between 1:00 p.m. The Remarketing Agent

on Tender Date determines the Applicable

and 4:00 p.m. on Dividend Rate for the

Dividend Dividend Period.

Reset Date

Dividend Reset Date

4:30 p.m. The Remarketing Agent notifies
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holders, purchasers and tender-

ing holders of Preferred Shares by

telephone, telex or otherwise of

the results of the Remarketing.

Applicable Dividend Rate

is announced.

Settlement Date Dividend Period begins. In addi-

tion, Preferred Shares which have

been tendered and sold in a

Remarketing are delivered

against payment through the

Securities Depository.
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EXHIBIT C-2

RATING AGENCY REQUIREMENTS

This Exhibit sets out certain procedures from the Bylaws of the fund containing conditions determined by S&P and Moody�s which the fund must
meet in order to maintain its AAA/�Aaa� rating. Generally, these requirements, among other things, impose limitations on the securities in which
the fund may invest (and the amount of its portfolio which may be invested in various types of securities and securities of various issuers), limit
the fund s use of futures, options and forward commitments and may require the fund to redeem Preferred Shares. Any capitalized terms used in
this Exhibit but not defined herein are defined elsewhere in this Appendix C.

Preferred Shares Basic Maintenance Amount

Basic Requirement. The fund shall maintain, on each Valuation Date, and shall verify to its satisfaction that it is maintaining on such Valuation
Date, S&P Eligible Assets having an aggregate Discounted Value equal to or greater than the Preferred Shares Basic Maintenance Amount and
Moody�s Eligible Assets having an aggregate Discounted Value equal to or greater than the Preferred Shares Basic Maintenance Amount. Upon
any failure to maintain the required Discounted Value, the fund will use its best efforts to alter the composition of its portfolio to reattain the
Preferred Shares Basic Maintenance Amount on or prior to the Preferred Shares Basic Maintenance Cure Date.

Reporting Requirements. The fund will deliver a Preferred Shares Basic Maintenance Report to the Remarketing Agent, the Paying Agent,
Moody�s and S&P as of (i) the fifteenth day of each month (or, if such day is not a Business Day, the next succeeding Business Day) and (ii) the
last Business Day of each month, in each case on or before 5:00 p.m., New York City time, on the third Business Day after such day.

At or before 5:00 p.m., New York City time, on the third Business Day after a Valuation Date on which the fund fails to satisfy the Preferred
Shares Basic Maintenance Amount, the fund shall complete and deliver to the Remarketing Agent, the Paying Agent, Moody�s and S&P a
Preferred Shares Basic Maintenance Report as of the date of such failure.

At or before 5:00 p.m., New York City time, on the third Business Day after a Valuation Date on which the fund cures any failure to satisfy the
Preferred Shares Basic Maintenance Amount, the fund shall complete and deliver to the Remarketing Agent, the Paying Agent, Moody�s and
S&P a Preferred Shares Basic Maintenance Report as of the date of such cure.

A Preferred Shares Basic Maintenance Report or Accountant�s Confirmation will be deemed to have been delivered to the Remarketing Agent,
the Paying Agent, Moody�s and S&P if the Remarketing Agent, the Paying Agent, Moody�s and S&P receive a copy or telecopy, telex or other
electronic transcription thereof and on the same day the fund mails to the Remarketing Agent, the Paying Agent, Moody�s and S&P for delivery
on the next Business Day the full Preferred Shares Basic Maintenance Report. A failure by the fund to deliver a Preferred Shares Basic
Maintenance Report shall be deemed to be delivery of a Preferred Shares Basic Maintenance Report indicating that the Discounted Value for all
assets of the fund is less than the Preferred Shares Basic Maintenance Amount, as of the relevant Valuation Date.
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Within ten Business Days after the date of delivery to the Remarketing Agent, the Paying Agent, S&P and Moody�s of a Preferred Shares Basic
Maintenance Report relating to a Quarterly Valuation Date, the Independent Accountant will confirm in writing to the Remarketing Agent, the
Paying Agent, S&P and Moody�s (i) the mathematical accuracy of the calculations reflected in such Report (and in any other Preferred Shares
Basic Maintenance Report randomly selected by the Independent Accountant, that was delivered by the fund during the quarter ending on such
Quarterly Valuation Date, if any); (ii) that, in such Report (and in such randomly selected Report, if any), (a) the fund determined in accordance
with the Bylaws whether the fund had, at such Quarterly Valuation Date (and at the Valuation Date addressed in such randomly selected
Report), S&P Eligible Assets with an aggregate Discounted Value at least equal to the Preferred Shares Basic Maintenance Amount and Moody�s
Eligible Assets with an aggregate Discounted Value at least equal to the Preferred Shares Basic Maintenance Amount, and (b) the Market Value
of portfolio securities as determined by the Pricing Service equals the mean between the quoted bid and asked prices or the
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yield equivalent (when quotations are readily available); and (iii) the accuracy of the description of Eligible Assets as stated in the Preferred
Shares Basic Maintenance Report (such confirmation is herein called the �Accountant�s Confirmation�).

Within ten Business Days after the date of delivery to the Remarketing Agent, the Paying Agent, S&P and Moody�s of a Preferred Shares Basic
Maintenance Report relating to any Valuation Date on which the fund failed to satisfy the Preferred Shares Basic Maintenance Amount, the
Independent Accountant will provide to the Remarketing Agent, the Paying Agent, S&P and Moody�s an Accountant�s Confirmation as to such
Preferred Shares Basic Maintenance Report.

Within ten Business Days after the date of delivery to the Remarketing Agent, the Paying Agent, S&P and Moody�s of a Preferred Shares Basic
Maintenance Report relating to any Valuation Date on which the fund cured any failure to satisfy the Preferred Shares Basic Maintenance
Amount, the Independent Accountant will provide to the Remarketing Agent, the Paying Agent, S&P and Moody�s an Accountant�s Confirmation
as to such Preferred Shares Basic Maintenance Report.

If any Accountant�s Confirmation delivered as required above shows that an error was made in the Preferred Shares Basic Maintenance Report
for a particular Valuation Date for which such Accountant�s Confirmation was required to be delivered, or shows a lower aggregate Discounted
Value for the aggregate of all S&P Eligible Assets or Moody�s Eligible Assets, as the case may be, of the fund was determined by the
Independent Accountant, the calculation or determination made by such Independent Accountant shall be final and conclusive and shall be
binding on the fund, and the fund shall accordingly amend and deliver the Preferred Shares Basic Maintenance Report to the Remarketing
Agent, the Paying Agent, S&P and Moody�s promptly following receipt by the fund of such Accountant�s Confirmation.

At or before 5:00 p.m., New York City time, on the first Business Day after the Date of Original Issue of the Preferred Shares, the fund will
complete and deliver to Moody�s and S&P a Preferred Shares Basic Maintenance Report as of the close of business on such Date of Original
Issue. Within five Business Days of such Date of Original Issue, the Independent Accountant will provide to Moody�s and S&P an Accountant�s
Confirmation as to such Preferred Shares Basic Maintenance Report.
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One Post Office Square
Boston, Massachusetts 02109
1-800-225-1581

Putnam Retail Management

www.putnam.com

247240 8/07

The proxy ballot
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To vote by mail To vote by telephone To vote on the web

Read the proxy statement. Read the proxy statement and Read the proxy statement and have the

have the proxy ballot at hand. proxy ballot at hand.

Check the appropriate boxes

on the reverse side. Call 1-866-437-4672 Go to www.myproxyonline.com

Sign and date the proxy ballot. Follow the automated Follow the instructions on the site.

telephone directions.

Return the proxy ballot in the There is no need for you to return your

envelope provided. There is no need for you to proxy ballot.

return your proxy ballot.

PUTNAM MANAGED MUNICIPAL INCOME TRUST

By signing below, you as a Putnam fund shareholder, appoint Trustees John A. Hill and Robert E. Patterson, and each of them
separately, with power of substitution to each, to be your proxies. You are empowering them to vote your Putnam fund shares on
your behalf at the meeting of the shareholders of Putnam Managed Municipal Income Trust. The meeting will take place on
October 22, 2007 at 11:00 a.m., Boston time, and may be adjourned to later times or dates. Your vote is being solicited on
behalf of the Trustees. When you complete and sign the proxy ballot, the Trustees will vote exactly as you have indicated. If you
simply sign the proxy ballot, or don�t vote on a specific proposal, your shares will be automatically voted as the Trustees
recommend. The Trustees are also authorized to vote at their discretion on any other matter that arises at the meeting or any
postponement or adjournment of the meeting.

Sign your name exactly as it appears on this card. If you own shares jointly, each owner should sign. When signing as executor, administrator,
attorney, trustee, guardian, or as custodian for a minor, please give your full title as such. If you are signing for a corporation, please sign the full
corporate name and indicate the signer�s office. If you are a partner, sign in the partnership name.

PUT___A

Proposals Please vote by filling in the appropriate boxes below.

Please vote by filling in the appropriate box below. If you do not mark one or more proposals, your
Proxy will be
voted as the Trustees recommend.

PLEASE MARK VOTES AS IN THIS EXAMPLE:  □

□To vote on the proposals as the Trustees recommend, mark this box. (No other vote is necessary.)

THE TRUSTEES RECOMMEND A VOTE FOR PROPOSAL 1

AND BOTH PARTS OF PROPOSAL 2.

FOR AGAINST ABSTAIN

1a. Approval of an Agreement and Plan of Merger that □ □ □
provides that Putnam High Yield Municipal Trust will
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merge with and into Putnam Managed Municipal

Income Trust. (To be voted on by common and

preferred shareholders separately.)

2a. Approval of the authorization, creation and □ □ □
issuance of additional preferred shares of Putnam

Managed Municipal Income Trust with an aggregate

liquidation preference of $45 million. (To be voted on

by preferred shareholders only.)

2b. Approval of a two-for-one stock split of the □ □ □
Series C preferred shares of Putnam Managed Municipal

Income Trust and a corresponding reduction in liquidation

preference from $100,000 per share to $50,000 per share.

(To be voted on by preferred shareholders only.)

Please sign and date this card.

If you have any questions on the proposals, please call 1-800-301-3998

The proxy ballot

To vote by mail To vote by telephone To vote on the web

Read the proxy statement. Read the proxy statement and Read the proxy statement and have the

have the proxy ballot at hand. proxy ballot at hand.

Check the appropriate boxes

on the reverse side. Call 1-866-437-4672 Go to www.myproxyonline.com

Sign and date the proxy ballot. Follow the automated Follow the instructions on the site.

telephone directions.

Return the proxy ballot in the There is no need for you to return your

envelope provided. There is no need for you to proxy ballot.

return your proxy ballot.

PUTNAM HIGH YIELD MUNICIPAL TRUST

By signing below, you as a Putnam fund shareholder, appoint Trustees John A. Hill and Robert E. Patterson, and each of them
separately, with power of substitution to each, to be your proxies. You are empowering them to vote your Putnam fund shares on
your behalf at the meeting of the shareholders of Putnam High Yield Municipal Trust. The meeting will take place on October 22,
2007 at 11:00 a.m., Boston time, and may be adjourned to later times or dates. Your vote is being solicited on behalf of the
Trustees. When you complete and sign the proxy ballot, the Trustees will vote exactly as you have indicated. If you simply sign
the proxy ballot, or don�t vote on a specific proposal, your shares will be automatically voted as the Trustees recommend.
The Trustees are also authorized to vote at their discretion on any other matter that arises at the meeting or any postponement or
adjournment of the meeting.
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Sign your name exactly as it appears on this card. If you own shares jointly, each owner should sign. When signing as executor, administrator,
attorney, trustee, guardian, or as custodian for a minor, please give your full title as such. If you are signing for a corporation, please sign the full
corporate name and indicate the signer�s office. If you are a partner, sign in the partnership name.

PUT___A

Proposals Please vote by filling in the appropriate boxes below.

Please vote by filling in the appropriate box below. If you do not mark one or more proposals, your
Proxy will be
voted as the Trustees recommend.

PLEASE MARK VOTES AS IN THIS EXAMPLE: □

□ To vote on the proposalsas the Trustees recommend, mark this box. (No other vote is necessary.)

THE TRUSTEES RECOMMEND A VOTE FOR BOTH

PARTS OF PROPOSAL 1.

FOR AGAINST ABSTAIN

1a. Approval of a Plan of Entity Conversion providing □ □ □
for the conversion of Putnam High Yield Municipal

Trust from a Massachusetts business trust to a

Massachusetts limited liability company. (To be voted

on by common and preferred shareholders

separately.)

1b. Approval of an Agreement and Plan of Merger that □ □  □
provides that Putnam High Yield Municipal Trust will

merge with and into Putnam Managed Municipal

Income Trust. (To be voted on by common and

preferred shareholders separately.)

Please sign and date this card.
If you have any questions on the proposals, please call 1-800-301-3998

PUTNAM MANAGED MUNICIPAL INCOME TRUST

FORM N-14

PART B

STATEMENT OF ADDITIONAL INFORMATION
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September 17, 2007

This Statement of Additional Information (the �SAI�) contains material that may be of interest to investors but that is
not included in the Prospectus/Proxy Statement (the �Prospectus�) of Putnam Managed Municipal Income Trust (the
�Managed Municipal Income Trust�), dated September 17, 2007, relating to the merger of Putnam High Yield
Municipal Trust (the �High Yield Municipal Trust�) with and into the Managed Municipal Income Trust (together with
High Yield Municipal Trust, the "funds"). This SAI is not a Prospectus and is authorized for distribution only when it
accompanies or follows delivery of the Prospectus. This SAI should be read in conjunction with the Prospectus, into
which this SAI is incorporated by reference. Investors may obtain a free copy of the Prospectus by writing Putnam
Investor Services, P.O. Box 41203, Providence, RI 02940-1203 or by calling 1-800-225-1581. The Prospectus and this
SAI are also available on the Securities and Exchange Commission's Internet website (http://www.sec.gov).

The information in this SAI is not complete and may be changed. We may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective. This SAI is not an offer to sell
these securities and is not soliciting an offer to buy these securities in any state where the offer or sale is not permitted.
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Custodian
Counsel to the funds and the independent Trustees

SHAREHOLDER LIABILITY
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PROXY VOTING GUIDELINES AND PROCEDURES
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SECURITIES RATINGS
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DEFINITIONS

APPENDIX A � Proxy Voting Guidelines of Putnam funds
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CHARGES AND EXPENSES

Management fees

Putnam Management is paid a management and investment advisory fee for services it provides to Managed
Municipal Income Trust and High Yield Municipal Trust. For each fund, the management fee is paid quarterly and
based on the lesser of (i) an annual rate of 0.55% of the fund's average net assets attributable to common shares and
preferred shares outstanding or (ii) the following annual rates expressed as a percentage of the fund's average net
assets attributable to common shares and preferred shares outstanding: 0.65% of the first $500 million, 0.55% of the
next $500 million, 0.50% of the next $500 million, 0.45% of the next $5 billion, 0.425% of the next $5 billion,
0.405% of the next $5 billion, 0.39% of the next $5 billion, and 0.38% thereafter.

For the past three fiscal years, pursuant to the management contracts with Managed Municipal Income Trust and High
Yield Municipal Trust, the funds incurred the following fees:

Managed Municipal Income Trust

Management
Fiscal year Fees Paid
2006 $3,167,820

2005 $3,900,018

2004 $3,840,217
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High Yield Municipal Trust

Management
Fiscal year Fees Paid
2007 $1,182,045

2006 $1,448,462

2005 $1,510,039

Brokerage commissions

The following table shows brokerage commissions paid during the fiscal periods indicated:

Managed Municipal Income Trust

Brokerage
Fiscal year Commissions
2006 $78,520

2005 $7,010

2004 $1,867

The following table shows transactions placed with brokers and dealers during Managed Municipal Income Trust's
most recent fiscal year to recognize research services received by Putnam Management and its affiliates:
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Dollar Value Percentage of Total Amount of Commissions
$1,865,061 9.99% $7,844

High Yield Municipal Trust

Brokerage
Fiscal year Commissions
2007 $21,170

2006 $16,147

2005 $825

There were no transactions placed with brokers and dealers during High Yield Municipal Trust's most recent fiscal
year to recognize research services received by Putnam Management and its affiliates.

Administrative expense reimbursement

The funds reimbursed Putnam Management for administrative services during each fund's most recently completed
fiscal year, including compensation of certain fund officers and contributions to the Putnam Investments Profit
Sharing Retirement Plan for their benefit, as follows:

Portion of Total
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Reimbursement for
Compensation and

Total Reimbursement Contributions
Managed $22,387 $18,474 
Municipal Income 
Trust 
High Yield $19,527 $16,427 
Municipal Trust 

Trustee responsibilities and fees

The Trustees are responsible for generally overseeing the conduct of fund business. Subject to such policies as the
Trustees may determine, Putnam Management furnishes a continuing investment program for each fund and makes
investment decisions on its behalf. Subject to the control of the Trustees, Putnam Management also manages each
fund's other affairs and business.

The table below shows the value of each Trustee's holdings in each fund and in all of the Putnam funds as of
December 31, 2006:
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Aggregate dollar range

Dollar range of shares Dollar range of shares of shares held in all of

of Managed Municipal of High Yield the Putnam funds

Name of Trustee Income Trust Municipal Trust overseen by Trustee

Jameson A. Baxter $1-10,000 $1-10,000 over $100,000

Charles B. Curtis $1-10,000 $1-10,000 over $100,000

*Robert J. Darretta - - -

Myra R. Drucker $1-10,000 $1-10,000 over $100,000

John A. Hill $1-10,000 $1-10,000 over $100,000

Paul L. Joskow $1-10,000 $1-10,000 over $100,000

Elizabeth T. Kennan $1-10,000 $1-10,000 over $100,000

Kenneth R. Leibler $1-10,000 $1-10,000 over $100,000

Robert E. Patterson $1-10,000 $1-10,000 over $100,000

W. Thomas Stephens $1-10,000 $1-10,000 over $100,000

Richard B. Worley $1-10,000 $1-10,000 over $100,000

George Putnam, III $10,001- $10,001- over $100,000

50,000 50,000

**Charles E. Haldeman, Jr. $1-10,000 $1-10,000 over $100,000

* Mr. Darretta was elected to the Board of Trustees of the Putnam funds on July 12, 2007.

**Trustees who are or may be deemed to be "interested persons" (as defined in the Investment Company Act of 1940) of each fund, Putnam
Management or Putnam Retail Management Limited Partnership ("Putnam Retail Management"). Mr. Haldeman is deemed an "interested
person" by virtue of his position as officer of the funds or Putnam Management or Putnam Retail Management. Charles E. Haldeman, Jr. is the
President and Chief Executive Officer of Putnam Investments and the President of the funds and each of the other Putnam funds. The balance of
the Trustees are not "interested persons".
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Each independent Trustee of the funds receives an annual retainer fee and additional fees for each Trustees meeting
attended, for attendance at industry seminars and for certain compliance-related services. Independent Trustees who
serve on board committees receive additional fees for attendance at certain committee meetings and for special
services rendered in that connection. Independent Trustees also are reimbursed for costs incurred in connection with
their services, including costs of travel, seminars and educational materials. All of the current independent Trustees of
the funds are Trustees of all the Putnam funds and receive fees for their services. Mr. Putnam also receives the
foregoing fees for his services as Trustee.

The Trustees periodically review their fees to ensure that such fees continue to be appropriate in light of their
responsibilities as well as in relation to fees paid to trustees of other mutual fund complexes. The Board Policy and
Nominating Committee, which consists solely of independent Trustees of the funds, estimates that committee and
Trustee meeting time, together with the appropriate preparation, requires the equivalent of at least three business days
per Trustee meeting. The standing committees of each Board of Trustees, and the number of times each committee
met during such fund's last fiscal year, are show in the table below:
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Managed Municipal High Yield Municipal
Income Trust (fiscal Trust (fiscal year ended
year ended 10/31/06) 3/31/07)

Audit and Compliance Committee 13 13

Board Policy and Nominating 10 10

Committee

Brokerage Committee 6 7

Contract Committee 15 21

Distributions Committee 11 11

Executive Committee 2 2

Investment Oversight Committees 35 35

Pricing Committee 13 10

Communications, Service and 16 10

Marketing Committee*

Investment Oversight - -

Coordinating Committee**

* Effective July, 2007, certain responsibilities of the Marketing Committee and the Shareholder Communications and Relations Committee were
assigned to a new committee, the Communications, Service and Marketing Committee. The number of meetings shows the number of meetings
held by the Marketing Committee and the Shareholder Communications and Relations Committee held during each fund's last fiscal year.

** The Investment Oversight Coordinating Committee was established in July 2007.

The following table shows the year each Trustee was first elected a Trustee of Putnam funds, the fees paid to each
Trustee by each fund during such fund's last fiscal year, and the fees paid to each Trustee by all of the Putnam funds
during the calendar year 2006.
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COMPENSATION TABLE

Pension or Pension or
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retirement retirement Estimated

benefits benefits annual

accrued as accrued as benefits

Aggregate part of Aggregate part of from all

compensation Managed compensation High Putnam Total

from Municipal from High Yield funds compensation

Managed Income Yield Municipal upon from all

Municipal Trust Municipal Trust retirement Putnam

Trustees/Year Income Trust expenses Trust expenses (1) funds (2)

Jameson A. $1,895 $670 $1,683 $532 $110,500 $290,000

Baxter/1994

Charles B. 1,846 979 1,742 691 113, 900 300,000

Curtis/2001

Robert J. N/A N/A N/A N/A N/A N/A

Darretta/2007(4)

Myra A. 1,800 0 1,684 0 N/A 290,000

Drucker/2004(3)

Charles E. 0 0 0 0 N/A 0

Haldeman,

Jr./2004

John A. 2,598 922 2,302 758 161,700 421,419

Hill/1985(3)(5)

Paul L. 1,857 591 1,713 438 113,400 295,000

Joskow/1997(3)

Elizabeth T. 1,913 849 1,742 680 108,000 300,000

Kennan/1992(3)

Kenneth R. 316 0 729 0 N/A 77,500

Leibler/2006(6)

John H. Mullin, 1,074 744 621 595 107,400 155,000

III/1997(3)(7)

Robert E. 1,880 512 1,742 424 106,500 300,000

Patterson/1984

George Putnam, 2,003 466 1,858 384 130,300 320,000

III/1984(5)

W. Thomas 1,794 711 1,684 541 107,100 290,000

Stephens/1997(3)
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Richard B. 1,849 0 1,742 0 N/A 300,000

Worley/2004

(1) Estimated benefits for each Trustee are based on Trustee fee rates for calendar years 2003, 2004 and 2005. For Mr. Mullin, the annual
benefits equal the actual benefits he is currently receiving under the Retirement Plan for Trustees of the Putnam funds.

(2) As of December 31, 2006, there were 107 funds in the Putnam family. For Mr. Hill, amounts shown also include compensation for service as
Chairman of TH Lee, Putnam Emerging Opportunities Portfolio, a closed-end fund advised by an affiliate of Putnam Management.

(3) Certain Trustees are also owed compensation deferred pursuant to a Trustee Compensation Deferral Plan. As of the end of each fund's last
fiscal year, the total amounts of deferred compensation payable, including income earned on such amounts, to these Trustees by Managed
Municipal Income Trust and High Yield Municipal Trust were: Ms.
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Drucker - $315 and $276, respectively; Mr. Hill - $1,983 and $1,663, respectively; Dr. Kennan - $315 and $276, respectively; Mr. Mullin - $0
and -$363, respectively; and Mr. Stephens � -$387 and -$154, respectively.

(4) Mr. Darretta was elected to the Board of Trustees of the Putnam Funds on July 12, 2007.

(5) Includes additional compensation to Messrs. Hill and Putnam for service as Chairman of the Trustees and President of the Funds (through
May 31, 2007), respectively. Mr. Putnam retired as President of the Funds on May 31, 2007.

(6) Mr. Leibler was elected to the Board of Trustees of the Putnam funds on October 12, 2006.

(7) Mr. Mullin retired from the Board of Trustees of the Putnam funds on June 30, 2006.

Under a Retirement Plan for Trustees of the Putnam funds (the "Plan"), each Trustee who retires with at least five
years of service as a Trustee of the funds is entitled to receive an annual retirement benefit equal to one-half of the
average annual attendance and retainer fees paid to such Trustee for calendar years 2003, 2004 and 2005. This
retirement benefit is payable during a Trustee's lifetime, beginning the year following retirement, for the number of
years of service through December 31, 2006. A death benefit, also available under the Plan, ensures that the Trustee
and his or her beneficiaries will receive benefit payments for the lesser of an aggregate period of (i) ten years or (ii)
such Trustee's total years of service.

The Plan Administrator (currently the Board Policy and Nominating Committee) may terminate or amend the Plan at
any time, but no termination or amendment will result in a reduction in the amount of benefits (i) currently being paid
to a Trustee at the time of such termination or amendment, or (ii) to which a current Trustee would have been entitled
had he or she retired immediately prior to such termination or amendment. The Trustees have terminated the Plan with
respect to any Trustee first elected to the board after 2003.

For additional information concerning the Trustees, see "Management".

Share ownership

As of July 31, 2007, the officers and Trustees of each fund as a group beneficially owned less than 1% of the
outstanding shares of such fund, and no person owned of record or, to the knowledge of a fund, beneficially 5% or
more of the outstanding shares of each fund, except as follows:

Managed Municipal Income Trust
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Shareholder Name and Address Holdings Percentage Owned

Cede & Co.* 36,181,006 Common Shares 90.00%

20 Bowling Green

New York, NY 10004-1408

* Believed to hold shares only as a nominee.

High Yield Municipal Trust

Shareholder Name and Address Holdings Percentage Owned

Cede & Co.* 17,146,272 Common Shares 90.10%

20 Bowling Green

New York, NY 10004-1408

* Believed to hold shares only as a nominee.

The following tables sets forth those persons who are expected to own of record or beneficially 5% or more of the
outstanding shares of Managed Municipal Income Trust, based on the share ownership record discussed above, after
the consummation of the proposed merger:

Managed Municipal Income Trust (pro forma combined with High Yield Municipal Trust)

Shareholder Name and Address Percentage Owned

High Yield Muni 28.16%

Cede & Co.*

20 Bowling Green

New York, NY 10004-1408

61.92%

Managed Muni

Cede & Co.*

20 Bowling Green

New York, NY 10004-1408

* Believed to hold shares only as a nominee.
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Investor Servicing and Custody Fees and Expenses

During each fund's last fiscal year, such fund incurred the following fees and out-of-pocket expenses for investor
servicing and custody services provided by Putnam Fiduciary Trust Company:
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Investor Servicing Custody
Managed Municipal Income $188,595 $145,207 
Trust 
High Yield Municipal Trust $84,702 $89,587 

MISCELLANEOUS INVESTMENTS, INVESTMENT PRACTICES AND RISKS

In addition to the investment strategies and risks described in the Prospectus/Proxy Statement, each fund may employ
other investment practices and may be subject to other risks, which are described below. Certain investment strategies
and risks that are described briefly in the Prospectus/Proxy Statement are described in greater detail below.

Managed Municipal Income Trust pursues its objective by investing primarily in a diversified portfolio of municipal
securities and may invest up to 50% of its total assets in high yield, lower quality municipal securities rated BB or
lower by Standard & Poor's ("S&P") or Ba or lower by Moody's Investors Service, Inc. ("Moody's") or are unrated
investments Putnam Management believes are of comparable quality. High Yield Municipal Trust pursues its
investment objective by investing in high yielding tax-exempt municipal securities constituting a portfolio which
Putnam Management believes to be consistent with prudent investment management and will normally invest a
substantial portion of its assets in municipal securities rated BB or lower by S&P or Ba or lower by Moody's or are
unrated investments Putnam Management believes are of comparable quality. While offering opportunities for higher
yields, such lower-rated securities are considered below "investment grade" and involve higher risk. Such lower-rated
securities are regarded by S&P and Moody's, on balance, as predominantly speculative with respect to
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capacity to pay interest and repay principal in accordance with the terms of the obligation. The lowest rating category
in which Managed Municipal Income Trust will invest is C. Securities rated C can be regarding as having extremely
poor prospects of even attaining any real investment standing. The lowest rating category in which High Yield
Municipal Trust will invest is B- by S&P or B by Moody's. Each fund will not necessarily dispose of a security when
its rating is reduced below its rating at the time of purchase, although Putnam Management will monitor the
investment to determine whether continued investment in the security will assist in meeting each fund's investment
objective.

Tax-exempt securities

General. As used in this SAI, the term "Tax-exempt securities" includes debt obligations issued by a state, its political
subdivisions (for example, counties, cities, towns, villages, districts and authorities) and their agencies,
instrumentalities or other governmental units, the interest from which is, in the opinion of bond counsel, exempt from
federal income tax and (if applicable) the corresponding state�s personal income tax. Such obligations are issued to
obtain funds for various public purposes, including the construction of a wide range of public facilities, such as
airports, bridges, highways, housing, hospitals, mass transportation, schools, streets and water and sewer works. Other
public purposes for which Tax-exempt securities may be issued include the refunding of outstanding obligations or the
payment of general operating expenses. Under normal market conditions, at least 80% of each fund's assets will be
invested in Tax-exempt securities. The foregoing is a fundamental policy and cannot be changed without shareholder
approval. However, the fund may invest an unlimited portion of its assets in Tax-exempt securities that pay interest
that is subject to the AMT for individuals. Such investments are treated as Tax-exempt securities for the purpose of
the 80% test. Investors should thus consider the possible effect of the AMT on an investment in a fund. The suitability
of a fund for investors who may be (or may become as a result of investment in a fund) subject to the AMT will
depend upon a comparison of the yield likely to be provided from each fund with the yield from comparable
tax-exempt investments not subject to the AMT with the yield from comparable fully taxable investments, in light of
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each such investor's tax position. Subject to certain limitations, each fund may engage in certain hedging transactions
involving the use of futures contracts, options on futures contracts, and options on indices of fixed income securities
and on U.S. government securities. Such hedging transactions may give rise to taxable gains.

Short-term Tax-exempt securities are generally issued by state and local governments and public authorities as interim
financing in anticipation of tax collections, revenue receipts or bond sales to finance such public purposes.

The two principal classifications of Tax-exempt securities are "general obligation" bonds and "revenue" or "special
obligation" bonds, which include "industrial revenue bonds" and "private activity bonds." General obligation bonds
are secured by the issuer's pledge of its faith, credit and taxing power for the payment of interest and the repayment of
principal and, accordingly, the capacity of the issuer of a general obligation bond as to the timely payment of interest
and the repayment of principal when due is affected by the issuer's maintenance of its tax base. Revenue or special
obligation bonds are payable only form the revenues derived from a particular facility or class of facilities or, in some
cases, from the proceeds of a special tax or other specific revenue source such as from the users of the facility being
financed; accordingly, the timely payment of interest and the repayment of principal in accordance with the terms of
the revenue
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or special obligation bond is a function of the economic viability of such facility or such revenue source. Certain types
of "private activity" bonds may be issued by public authorities to finance projects such as privately operated housing
facilities; certain local facilities for supplying water, gas or electricity; sewage or solid waste disposal facilities;
student loans; or public or private institutions for the construction of educational, hospital or housing and other
facilities. Such obligations are included within the term Tax-exempt securities if the interest paid thereon is, in the
opinion of bond counsel, exempt from federal income tax and state personal income tax (such interest may, however,
be subject to federal AMT). Other types of private activity bonds, the proceeds of which are used for the construction,
repair or improvement of, or to obtain equipment for, privately operated industrial or commercial facilities, may also
constitute Tax-exempt securities, although the current federal tax laws place substantial limitation on the size of
issues.

In addition, certain types of "private activity" bonds may be issued by public authorities to finance projects such as
privately operated housing facilities; certain local facilities for supplying water, gas or electricity; sewage or solid
waste disposal facilities; student loans; or public or private institutions for the construction of educational, hospital,
housing and other facilities. Such obligations are included within the term Tax-exempt securities if the interest paid
thereon is, in the opinion of bond counsel, exempt from federal income tax and (if applicable) state personal income
tax (such interest may, however, be subject to federal alternative minimum tax). Other types of private activity bonds,
the proceeds of which are used for the construction, repair or improvement of, or to obtain equipment for, privately
operated industrial or commercial facilities, may also constitute Tax-exempt securities, although the current federal
tax laws place substantial limitations on the size of such issues.

Tax-exempt securities share many of the structural features and risks of other bonds, as described elsewhere in this
SAI. For example, the fund may purchase callable Tax-exempt securities, zero-coupon Tax-exempt securities, or
�stripped� Tax-exempt securities, which entail additional risks. The fund may also purchase structured or asset-backed
Tax-exempt securities, such as the securities (including preferred stock) of special purpose entities that hold interests
in the Tax-exempt securities of one or more issuers and issue �tranched� securities that are entitled to receive payments
based on the cash flows from those underlying securities. See �Redeemable securities,� �Zero-coupon and
payment-in-kind bonds,� �Structured investments,� and �Mortgage-backed and Asset-backed Securities� in this SAI.
Structured Tax-exempt securities may involve increased risk that the interest received by the fund may not be exempt
from federal or state income tax, or that such interest may result in liability for the alternative minimum tax for
shareholders of the fund. For example, in certain cases, the issuers of certain securities held by a special purpose entity
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may not have received an unqualified opinion of bond counsel that the interest from the securities will be exempt from
federal income tax and (if applicable) the corresponding state�s personal income tax.

The amount of information about the financial condition of an issuer of tax-exempt securities may not be as extensive
as that which is made available by corporations whose securities are publicly traded. As a result, the achievement of
each fund's goals is more dependent on Putnam Management's investment analysis than would be the case if each fund
were investing in securities of better-known issuers.
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Escrow-secured or pre-refunded bonds. These securities are created when an issuer uses the proceeds from a new
bond issue to buy high grade, interest-bearing debt securities, generally direct obligations of the U.S. government, in
order to redeem (or �pre-refund�), before maturity, an outstanding bond issue that is not immediately callable. These
securities are then deposited in an irrevocable escrow account held by a trustee bank to secure all future payments of
principal and interest on the pre-refunded bond until that bond�s call date. Pre-refunded bonds often receive an �AAA� or
equivalent rating. Because pre-refunded bonds still bear the same interest rate, and have a very high credit quality,
their price may increase. However, as the original bond approaches its call date, the bond's price will fall to its call
price.

Residual interest bonds. The fund may invest in residual interest bonds, which are created by depositing municipal
securities in a trust and dividing the income stream of an underlying municipal bond in two parts, one, a variable rate
security and the other, a residual interest bond. The interest rate for the variable rate security is determined by an index
or a periodic auction process, while the residual interest bond holder receives the balance of the income from the
underlying municipal bond less an auction fee. The market prices of residual interest bonds may be highly sensitive to
changes in market rates and may decrease significantly when market rates increase.

Tobacco Settlement Revenue Bonds. The fund may invest in tobacco settlement revenue bonds, which are secured
by an issuing state�s proportionate share of payments under the Master Settlement Agreement (�MSA�). The MSA is an
agreement that was reached out of court in November 1998 between 46 states and six U.S. jurisdictions and tobacco
manufacturers representing an overwhelming majority of U.S. market share. The MSA provides for annual payments
by the manufacturers to the states and jurisdictions in perpetuity in exchange for releasing all claims against the
manufacturers and a pledge of no further litigation. The MSA established a base payment schedule and a formula for
adjusting payments each year. Tobacco manufacturers pay into a master escrow trust based on their market share, and
each state receives a fixed percentage of the payment as set forth in the MSA. Within some states, certain localities
may in turn be allocated a specific portion of the state�s MSA payment pursuant to an arrangement with the state.

A number of state and local governments have securitized the future flow of payments under the MSA by selling
bonds pursuant to indentures, some through distinct governmental entities created for such purpose. The bonds are
backed by the future revenue flow that is used for principal and interest payments on the bonds. Annual payments on
the bonds, and thus risk to the fund, are dependent on the receipt of future settlement payments by the state or its
instrumentality. The actual amount of future settlement payments may vary based on, among other things, annual
domestic cigarette shipments, inflation, the financial capability of participating tobacco companies, and certain offsets
for disputed payments. Payments made by tobacco manufacturers could be reduced if cigarette shipments continue to
decline below the base levels used in establishing manufacturers� payment obligations under the MSA. Demand for
cigarettes in the U.S. could continue to decline based on many factors, including, without limitation, anti-smoking
campaigns, tax increases, price increases implemented to recoup the cost of payments by tobacco companies under the
MSA, reduced ability to advertise, enforcement of laws prohibiting sales to minors, elimination of certain sales venues
such as vending machines, and the spread of local ordinances restricting smoking in public places.
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Because tobacco settlement bonds are backed by payments from the tobacco manufacturers, and generally not by the
credit of the state or local government issuing the bonds, their creditworthiness depends on the ability of tobacco
manufacturers to meet their obligations. The bankruptcy of an MSA-participating manufacturer could cause delays or
reductions in bond payments, which would affect the fund�s net asset value. Under the MSA, a market share loss by
MSA-participating tobacco manufacturers to non-MSA participating manufacturers would also cause a downward
adjustment in the payment amounts under some circumstances.

The MSA and tobacco manufacturers have been and continue to be subject to various legal claims, including, among
others, claims that the MSA violates federal antitrust law. In addition, the United States Department of Justice has
alleged in a civil lawsuit that the major tobacco companies defrauded and misled the American public about the health
risks associated with smoking cigarettes. An adverse outcome to this lawsuit or to any other litigation matters or
regulatory actions relating to the MSA or affecting tobacco manufacturers could adversely affect the payment streams
associated with the MSA or cause delays or reductions in bond payments by tobacco manufacturers.

In addition to the risks described above, tobacco settlement revenue bonds are subject to other risks described in this
SAI, including the risks of asset-backed securities discussed under "Mortgage Related and Asset-backed Securities."

Stand-by commitments. When the fund purchases Tax-exempt securities, it has the authority to acquire stand-by
commitments from banks and broker-dealers with respect to those Tax-exempt securities. A stand-by commitment
may be considered a security independent of the Tax-exempt security to which it relates. The amount payable by a
bank or dealer during the time a stand-by commitment is exercisable, absent unusual circumstances, would be
substantially the same as the market value of the underlying Tax-exempt security to a third party at any time. The fund
expects that stand-by commitments generally will be available without the payment of direct or indirect consideration.
The fund does not expect to assign any value to stand-by commitments.

Yields. The yields on Tax-exempt securities depend on a variety of factors, including general money market
conditions, effective marginal tax rates, the financial condition of the issuer, general conditions of the Tax-exempt
security market, the size of a particular offering, the maturity of the obligation and the rating of the issue. The ratings
of nationally recognized securities rating agencies represent their opinions as to the credit quality of the Tax-exempt
securities which they undertake to rate. It should be emphasized, however, that ratings are general and are not absolute
standards of quality. Consequently, Tax-exempt securities with the same maturity and interest rate but with different
ratings may have the same yield. Yield disparities may occur for reasons not directly related to the investment quality
of particular issues or the general movement of interest rates and may be due to such factors as changes in the overall
demand or supply of various types of Tax-exempt securities or changes in the investment objectives of investors.
Subsequent to purchase by a fund, an issue of Tax-exempt securities or other investments may cease to be rated, or its
rating may be reduced below the minimum rating required for purchase by the fund. Neither event will require the
elimination of an investment from a fund's portfolio, but Putnam Management will consider such an event in its
determination of whether the fund should continue to hold an investment in its portfolio.
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"Moral obligation" bonds. The fund may invest in so-called "moral obligation" bonds, where repayment is backed
by a moral (but not legally binding) commitment of an entity other than the issuer, such as a state legislature, to pay.
Such a commitment may be in addition to the legal commitment of the issuer to repay the bond or may represent the
only payment obligation with respect to the bond (where, for example, no amount has yet been specifically
appropriated to pay the bond. See "�Municipal leases" below.)
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Municipal leases. Each fund may acquire participations in lease obligations or installment purchase contract
obligations (collectively, �lease obligations�) of municipal authorities or entities. Lease obligations do not constitute
general obligations of the municipality for which the municipality�s taxing power is pledged. Certain of these lease
obligations contain �non-appropriation� clauses, which provide that the municipality has no obligation to make lease or
installment purchase payments in future years unless money is appropriated for such purpose on a yearly basis. In the
case of a �non-appropriation� lease, the fund�s ability to recover under the lease in the event of non-appropriation or
default will be limited solely to the repossession of the leased property, and in any event, foreclosure of that property
might prove difficult.

Additional risks. Securities in which the fund may invest, including Tax-exempt securities, are subject to the
provisions of bankruptcy, insolvency and other laws affecting the rights and remedies of creditors, such as the federal
Bankruptcy Code (including special provisions related to municipalities and other public entities), and laws, if any,
that may be enacted by Congress or state legislatures extending the time for payment of principal or interest, or both,
or imposing other constraints upon enforcement of such obligations. There is also the possibility that, as a result of
litigation or other conditions, the power, ability or willingness of issuers to meet their obligations for the payment of
interest and principal on their Tax-exempt securities may be materially affected.

From time to time, proposals have been introduced before Congress for the purpose of restricting or eliminating the
federal income tax exemption for interest on debt obligations issued by states and their political subdivisions. Federal
tax laws limit the types and amounts of tax-exempt bonds issuable for certain purposes, especially industrial
development bonds and private activity bonds. Such limits may affect the future supply and yields of these types of
Tax-exempt securities. Further proposals limiting the issuance of Tax-exempt securities may well be introduced in the
future. If it appeared that the availability of Tax-exempt securities for investment by a fund and the value of a fund's
portfolio could be materially affected by such changes in law, the Trustees of the fund would reevaluate its investment
objective and policies and consider changes in the structure of the fund or its dissolution.

In addition, the Supreme Court has agreed to hear an appeal of a state-court decision that might significantly affect
how states tax in-state and out-of-state municipal bonds. A Kentucky state court held that a Kentucky law violates the
U.S. Constitution by treating, for Kentucky state tax purposes, the interest income on in-state municipal bonds
differently from the income on out-of-state municipal bonds. If the Supreme Court affirms this holding, most states
likely will revisit the way in which they treat the interest on municipal bonds, and this has the potential to increase
significantly the amount of state tax paid by shareholders on exempt-interest dividends. The Supreme Court likely will
hold oral arguments on this case in the fall of 2007 and issue a decision sometime thereafter. You should consult your
tax advisor to discuss the tax consequences of your investment in the Fund.
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Selection of investments

Putnam Management will buy and sell securities for each fund's portfolio with a view to seeking as high a level of
current income as is believed to be consistent with the preservation of capital, considered in relation to the particular
investment policies of each fund. As a result, the funds will not necessarily invest in the highest yielding Tax-exempt
securities permitted by its investment policies if Putnam Management determines that market risks or credit risks
associated with such investments would subject the fund's portfolio to excessive risk. The potential for realization of
capital gains resulting from possible changes in interest rates will not be a major consideration. Putnam Management
will be free to take full advantage of the entire range of maturities offered by Tax-exempt securities and may adjust
the average maturity of the fund's portfolio from time to time, depending on its assessment of the relative yields
available on securities of different maturities and its expectations for future changes in interest rates.
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Each fund does not generally invest more than 25% of its total assets in any one industry. Governmental issuers of
municipal securities are not considered part of any "industry." However, municipal securities backed only by the
assets and revenues of non-governmental users may, for this purpose, be deemed to be related to the industry in which
such non-government users engage, and the 25% limitation would apply to such obligations. It is nonetheless possible
that each fund may invest more than 25% of its assets in a broader segment of the municipal securities market, such as
revenue obligations of hospitals and other health care facilities, housing agency revenue obligations, or airport
revenue obligations. This would be the case only if Putnam Management determines that the yields available from
obligations in a particular segment of the market justified the additional risks associated with a large investment in
such segment. Although such obligations could be supported by the credit of governmental users or by the credit of
non-governmental users engaged in a number of industries, economic, business, political and other developments
generally affecting the revenues of such users (for example, proposed legislation or pending court decisions affecting
the financing of such projects and market factors affecting the demand for their services or products) may have a
general adverse effect on all municipal securities in such a market segment. Each fund reserves the right to invest
more than 25% of its assets in industrial development bonds or private activity bonds (subject to the limitation that
under normal market conditions not more than 20% of each fund's assets will be invested in private activity bonds the
interest on which may be subject to federal AMT for individuals) or in securities of issuers located in the same state,
although it has no present intention to invest more than 25% of its assets in issuers located in the same state and rating
agency requirements applicable to each fund based upon the rating of the preferred shares may limit such investment.
If the fund were to invest more than 25% of its assets in issuers located in the same state, it would be more susceptible
to adverse economic, business or regulatory conditions in that state.

Defensive strategies

At times Putnam Management may judge that conditions in the markets for Tax-exempt securities make pursuing each
fund's basic investment strategy inconsistent with the best interests of its shareholders. At such times, Putnam
Management may use alternative strategies primarily designed to reduce fluctuations in the value of the fund's assets.
In implementing these "defensive strategies", each fund may invest substantially all of its assets in high-quality
tax-exempt obligations. If these high-quality tax-exempt obligations are not available or, in Putnam
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Management's judgment, do no afford sufficient protection against adverse market conditions, each fund may invest in
taxable obligations. Such taxable obligations may include: obligations of the U.S. government, its agencies or
instrumentalities; other debt securities rated within the four highest grades by either S&P or Moody's; commercial
paper rated in the highest grade by either rating service; certificates of deposit or bankers' acceptances; repurchase
agreements with respect to any of the foregoing investments; or any other fixed-income securities that Putnam
Management considers consistent with such strategy. To the extent that the use of certain of these strategies produces
taxable income, this taxable income will be distributed to common and preferred shareholders based on each class's
proportionate share of such income as determined according to the percentage of total dividend paid by each fund
during a particular year that are paid to such class. Such strategies may, under certain circumstances, require each fund
to pay Additional Dividends on Preferred Shares, thus reducing the amount of income available for distributions on
common shares. It is impossible to predict when, or for how long, each fund will use these alternative strategies.

Other investment practices

Each fund may also engage in the following investment practices, each of which may involve certain special risks and
may result in the realization of taxable income or gains.

Bank Loans. The fund may invest in bank loans. By purchasing a loan, the fund acquires some or all of the interest of
a bank or other lending institution in a loan to a particular borrower. The fund may act as part of a lending syndicate,
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and in such cases would be purchasing a �participation� in the loan. The fund may also purchase loans by assignment
from another lender. Many loans are secured by the assets of the borrower, and most impose restrictive covenants
which must be met by the borrower. These loans are typically made by a syndicate of banks, represented by an agent
bank which has negotiated and structured the loan and which is responsible generally for collecting interest, principal,
and other amounts from the borrower on its own behalf and on behalf of the other lending institutions in the syndicate,
and for enforcing its and their other rights against the borrower. Each of the lending institutions, including the agent
bank, lends to the borrower a portion of the total amount of the loan, and retains the corresponding interest in the loan.

The fund�s ability to receive payments of principal and interest and other amounts in connection with loan
participations held by it will depend primarily on the financial condition of the borrower (and, in some cases, the
lending institution from which it purchases the loan). The value of collateral, if any, securing a loan can decline, or
may be insufficient to meet the borrower�s obligations or difficult to liquidate. In addition, the fund�s access to
collateral may be limited by bankruptcy or other insolvency laws. The failure by the fund to receive scheduled interest
or principal payments on a loan would adversely affect the income of the fund and would likely reduce the value of its
assets, which would be reflected in a reduction in the fund's net asset value. Banks and other lending institutions
generally perform a credit analysis of the borrower before originating a loan or participating in a lending syndicate. In
selecting the loans in which the fund will invest, however, Putnam Management will not rely solely on that credit
analysis, but will perform its own investment analysis of the borrowers. Putnam Management's analysis may include
consideration of the borrower's financial strength and managerial experience, debt coverage, additional borrowing
requirements or debt maturity schedules, changing financial conditions, and responsiveness to changes in business
conditions and interest
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rates. Putnam Management will generally not have access to non-public information to which other investors in
syndicated loans may have access. Because loans in which the fund may invest are not generally rated by independent
credit rating agencies, a decision by the fund to invest in a particular loan will depend almost exclusively on Putnam
Management's, and the original lending institution's, credit analysis of the borrower. Investments in loans may be of
any quality, including �distressed� loans, and will be subject to the fund�s credit quality policy. The loans in which the
fund may invest include those that pay fixed rates of interest and those that pay floating rates � i.e., rates that adjust
periodically based on a known lending rate, such as a bank�s prime rate.

Loans may be structured in different forms, including novations, assignments and participating interests. In a
novation, the fund assumes all of the rights of a lending institution in a loan, including the right to receive payments of
principal and interest and other amounts directly from the borrower and to enforce its rights as a lender directly
against the borrower. The fund assumes the position of a co-lender with other syndicate members. As an alternative,
the fund may purchase an assignment of a portion of a lender's interest in a loan. In this case, the fund may be required
generally to rely upon the assigning bank to demand payment and enforce its rights against the borrower, but would
otherwise be entitled to all of such bank's rights in the loan. The fund may also purchase a participating interest in a
portion of the rights of a lending institution in a loan. In such case, it will be entitled to receive payments of principal,
interest and premium, if any, but will not generally be entitled to enforce its rights directly against the agent bank or
the borrower, and must rely for that purpose on the lending institution. The fund may also acquire a loan interest
directly by acting as a member of the original lending syndicate.

The fund will in many cases be required to rely upon the lending institution from which it purchases the loan to collect
and pass on to the fund such payments and to enforce the fund's rights under the loan. As a result, an insolvency,
bankruptcy or reorganization of the lending institution may delay or prevent the fund from receiving principal, interest
and other amounts with respect to the underlying loan. When the fund is required to rely upon a lending institution to
pay to the fund principal, interest and other amounts received by it, Putnam Management will also evaluate the
creditworthiness of the lending institution.
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The borrower of a loan in which the fund holds an interest may, either at its own election or pursuant to terms of the
loan documentation, prepay amounts of the loan from time to time. There is no assurance that the fund will be able to
reinvest the proceeds of any loan prepayment at the same interest rate or on the same terms as those of the original
loan.

Corporate loans in which the fund may invest are generally made to finance internal growth, mergers, acquisitions,
stock repurchases, leveraged buy-outs and other corporate activities. A significant portion of the corporate loans
purchased by the fund may represent interests in loans made to finance highly leveraged corporate acquisitions,
known as "leveraged buy-out" transactions, leveraged recapitalization loans and other types of acquisition financing.
The highly leveraged capital structure of the borrowers in such transactions may make such loans especially
vulnerable to adverse changes in economic or market conditions. In addition, loans generally are subject to restrictions
on transfer, and only limited opportunities may exist to sell such participations in secondary markets. As a result, the
fund may be unable to sell loans at a time when it may otherwise be desirable to do so or may be able to sell them
only at a price that is less than their fair market value. The fund may hold investments in loans for a very short
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period of time when opportunities to resell the investments that Putnam Management believes are attractive arise.

Certain of the loans acquired by the fund may involve revolving credit facilities under which a borrower may from
time to time borrow and repay amounts up to the maximum amount of the facility. In such cases, the fund would have
an obligation to advance its portion of such additional borrowings upon the terms specified in the loan participation.
To the extent that the fund is committed to make additional loans under such a participation, it will at all times set
aside on its books liquid assets in an amount sufficient to meet such commitments. Certain of the loan participations
acquired by the fund may also involve loans made in foreign currencies. The fund's investment in such participations
would involve the risks of currency fluctuations described above with respect to investments in the foreign securities.

With respect to its management of investments in bank loans, Putnam Management will normally seek to avoid
receiving material, non-public information (�Confidential Information�) about the issuers of bank loans being
considered for acquisition by the fund or held in the fund�s portfolio. In many instances, borrowers may offer to furnish
Confidential Information to prospective investors, and to holders, of the issuer�s loans. Putnam Management�s decision
not to receive Confidential Information may place Putnam Management at a disadvantage relative to other investors in
loans (which could have an adverse effect on the price the fund pays or receives when buying or selling loans). Also,
in instances where holders of loans are asked to grant amendments, waivers or consent, Putnam Management�s ability
to assess their significance or desirability may be adversely affected. For these and other reasons, it is possible that
Putnam Management�s decision not to receive Confidential Information under normal circumstances could adversely
affect the fund�s investment performance.

Notwithstanding its intention generally not to receive material, non-public information with respect to its management
of investments in loans, Putnam Management may from time to time come into possession of material, non-public
information about the issuers of loans that may be held in the fund�s portfolio. Possession of such information may in
some instances occur despite Putnam Management�s efforts to avoid such possession, but in other instances Putnam
Management may choose to receive such information (for example, in connection with participation in a creditors�
committee with respect to a financially distressed issuer). As, and to the extent, required by applicable law, Putnam
Management's ability to trade in these loans for the account of the fund could potentially be limited by its possession
of such information. Such limitations on Putnam Management's ability to trade could have an adverse effect on the
fund by, for example, preventing the fund from selling a loan that is experiencing a material decline in value. In some
instances, these trading restrictions could continue in effect for a substantial period of time.
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In some instances, other accounts managed by Putnam Management or an affiliate may hold other securities issued by
borrowers whose loans may be held in the fund�s portfolio. These other securities may include, for example, debt
securities that are subordinate to the loans held in the fund�s portfolio, convertible debt or common or preferred equity
securities. In certain circumstances, such as if the credit quality of the issuer deteriorates, the interests of holders of
these other securities may conflict with the interests of the holders of the issuer�s loans. In such cases, Putnam
Management may owe conflicting fiduciary duties to the fund and other client accounts. Putnam Management will
endeavor to carry out its obligations to all of its clients to
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the fullest extent possible, recognizing that in some cases certain clients may achieve a lower economic return, as a
result of these conflicting client interests, than if Putnam Management's client accounts collectively held only a single
category of the issuer�s securities.

Borrowing. The fund may borrow money to the extent permitted by its investment policies and restrictions and
applicable law. When the fund borrows money or otherwise leverages its portfolio, the value of an investment in the
fund will be more volatile and other investment risks will tend to be compounded. This is because leverage tends to
exaggerate the effect of any increase or decrease in the value of the fund's holdings. In addition to borrowing money
from banks, the fund may engage in certain other investment transactions that may be viewed as forms of financial
leverage � for example, using dollar rolls, investing collateral from loans of portfolio securities, entering into
when-issued, delayed-delivery or forward commitment transactions or using derivatives such as swaps, futures,
forwards, and options. Because the fund either (1) sets aside cash (or other assets determined to be liquid by Putnam
Management in accordance with procedures established by the Trustees) on its books in respect of such transactions
during the period in which the transactions are open or (2) otherwise "covers" its obligations under the transactions,
such as by holdings offsetting investments, the fund does not consider these transactions to be borrowings for
purposes of its investment restrictions or "senior securities" for purposes of the 1940 Act. In some cases (e.g., with
respect to futures and forwards that are contractually required to "cash-settle"), the fund is permitted under relevant
guidance from the SEC or SEC staff to set aside assets with respect to an investment transaction in the amount of its
net (marked-to-market) obligations thereunder, rather than the full notional amount of the transaction. By setting aside
assets equal only to its net obligations, the fund will have the ability to employ leverage to a greater extent than if it
set aside assets equal to the notional amount of the transaction, which may increase the risk associated with such
investments.

Derivatives. Certain of the instruments in which the fund may invest, such as futures contracts, options, and forward
commitments, are considered to be "derivatives." Derivatives are financial instruments whose value depends upon, or
is derived from, the value or other attributes of an underlying asset, such as a security or an index. Further information
about these instruments and the risks involved in their use is included elsewhere in the Prospectus and in this SAI. The
fund�s use of derivatives may cause the fund to recognize higher amounts of short-term capital gains, which are
generally taxed to shareholders at ordinary income tax rates. Investments in derivatives may be applied toward
meeting a requirement to invest in a particular kind of investment if the derivatives have economic characteristics
similar to that investment. The fund�s use of certain derivatives may in some cases involve forms of financial leverage,
which involves risk and may increase the volatility of the fund�s net asset value. In its use of derivatives, the fund may
take both long positions (the values of which move in the same direction as the prices of the underlying investments,
pools of investments, indexes or currencies), and short positions (the values of which move in the opposite direction
from the prices of the underlying investments, pools of investments indexes or currencies). Short positions may
involve greater risks than long positions, as the risk of loss is theoretically unlimited (unlike a long position, in which
the risk of loss may be limited to the amount invested). The fund may use derivatives that combine �long� and �short�
positions in order to capture the difference between underlying investments, pools of investments, indices or
currencies.
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Floating Rate and Variable Rate Demand Notes. Floating rate and variable rate demand notes and bonds may have
a stated maturity in excess of one year, but may have features that permit a holder to demand payment of principal
plus accrued interest upon a specified number of days notice. Frequently, such obligations are secured by letters of
credit or other credit support arrangements provided by banks. The issuer has a corresponding right, after a given
period, to prepay in its discretion the outstanding principal of the obligation plus accrued interest upon a specific
number of days notice to the holders. The interest rate of a floating rate instrument may be based on a known lending
rate, such as a bank's prime rate, and is reset whenever such rate is adjusted. The interest rate on a variable rate
demand note is reset at specified intervals at a market rate.

Foreign Currency Transactions. To manage its exposure to foreign currencies, the fund may engage in foreign
currency exchange transactions, including purchasing and selling foreign currency, foreign currency options, foreign
currency forward contracts and foreign currency futures contracts and related options. In addition, the fund may
engage in these transactions for the purpose of increasing its return. Foreign currency transactions involve costs, and,
if unsuccessful, may reduce the fund�s return.

Generally, the fund may engage in both "transaction hedging" and "position hedging." The fund may also engage in
foreign currency transactions for non-hedging purposes, subject to applicable law. When it engages in transaction
hedging, the fund enters into foreign currency transactions with respect to specific receivables or payables, generally
arising in connection with the purchase or sale of portfolio securities. The fund will engage in transaction hedging
when it desires to "lock in" the U.S. dollar price of a security it has agreed to purchase or sell, or the U.S. dollar
equivalent of a dividend or interest payment in a foreign currency. By transaction hedging the fund will attempt to
protect itself against a possible loss resulting from an adverse change in the relationship between the U.S. dollar and
the applicable foreign currency during the period between the date on which the security is purchased or sold, or on
which the dividend or interest payment is earned, and the date on which such payments are made or received. The
fund may also engage in position hedging to protect against a decline in the value relative to the U.S. dollar of the
currencies in which its portfolio securities are denominated or quoted (or an increase in the value of the currency in
which securities the fund intends to buy are denominated or quoted).

The fund may purchase or sell a foreign currency on a spot (or cash) basis at the prevailing spot rate in connection
with the settlement of transactions in portfolio securities denominated in that foreign currency or for other hedging or
non-hedging purposes. If conditions warrant, for hedging or non-hedging purposes, the fund may also enter into
contracts to purchase or sell foreign currencies at a future date ("forward contracts") and purchase and sell foreign
currency futures contracts. The fund may also purchase or sell exchange-listed and over-the-counter call and put
options on foreign currency futures contracts and on foreign currencies.

A foreign currency futures contract is a standardized exchange-traded contract for the future delivery of a specified
amount of a foreign currency at a price set at the time of the contract. Foreign currency futures contracts traded in the
United States are designed by and traded on exchanges regulated by the Commodity Futures Trading Commission (the
"CFTC"), such as the New York Mercantile Exchange, and have margin requirements.
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A foreign currency forward contract is a negotiated agreement to exchange currency at a future time, which may be
any fixed number of days from the date of the contract as agreed by the parties, at a price set at the time of the
contract. The contract price may be higher or lower than the current spot rate. In the case of a cancelable forward
contract, the holder has the unilateral right to cancel the contract at maturity by paying a specified fee. Forward
foreign currency exchange contracts differ from foreign currency futures contracts in certain respects. For example,
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the maturity date of a forward contract may be any fixed number of days from the date of the contract agreed upon by
the parties, rather than a predetermined date in a given month. Forward contracts may be in any amount agreed upon
by the parties rather than predetermined amounts. In addition, forward contracts are traded in the interbank market
conducted directly between currency traders (usually large commercial banks) and their customers, so that no
intermediary is required. A forward contract generally has no deposit requirement, and no commissions are charged at
any stage for trades.

At the maturity of a forward or futures contract, the fund either may accept or make delivery of the currency specified
in the contract, or at or prior to maturity enter into a closing transaction involving the purchase or sale of an offsetting
contract. Closing transactions with respect to forward contracts are usually effected with the currency trader who is a
party to the original forward contract. Closing transactions with respect to futures contracts may be effected only on a
commodities exchange or board of trade which provides a secondary market in such contracts; a clearing corporation
associated with the exchange assumes responsibility for closing out such contracts.

Although the fund intends to purchase or sell foreign currency futures contracts only on exchanges or boards of trade
where there appears to be an active secondary market, there is no assurance that a secondary market on an exchange or
board of trade will exist for any particular contract or at any particular time. In such event, it may not be possible to
close a futures position and, in the event of adverse price movements, the fund would continue to be required to make
daily cash payments of variation margin.

It is impossible to forecast with precision the market value of portfolio securities at the expiration or maturity of a
forward or futures contract. Accordingly, it may be necessary for the fund to purchase additional foreign currency on
the spot market (and bear the expense of such purchase) if the market value of the security or securities being hedged
is less than the amount of foreign currency the fund is obligated to deliver and a decision is made to sell the security or
securities and make delivery of the foreign currency. Conversely, it may be necessary to sell on the spot market some
of the foreign currency received upon the sale of the portfolio security or securities if the market value of such security
or securities exceeds the amount of foreign currency the fund is obligated to deliver.

As noted above, the fund may purchase or sell exchange-listed and over-the-counter call and put options on foreign
currency futures contracts and on foreign currencies. A put option on a futures contract gives the fund the right to
assume a short position in the futures contract until the expiration of the option. A put option on a currency gives the
fund the right to sell the currency at an exercise price until the expiration of the option. A call option on a futures
contract gives the fund the right to assume a long position in the futures contract until the expiration of the option. A
call option on a currency gives the fund the right to purchase the currency at the exercise price until the expiration of
the option.
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Foreign currency options are traded primarily in the over-the-counter market, although options on foreign currencies
are also listed on several exchanges. Options are traded not only on the currencies of individual nations, but also on
the euro, the joint currency of most countries in the European Union.

The fund will only purchase or write foreign currency options when Putnam Management believes that a liquid
secondary market exists for such options. There can be no assurance that a liquid secondary market will exist for a
particular option at any specific time. Options on foreign currencies may be affected by all of those factors which
influence foreign exchange rates and investments generally.

The fund's currency hedging transactions may call for the delivery of one foreign currency in exchange for another
foreign currency and may at times not involve currencies in which its portfolio securities are then denominated.
Putnam Management will engage in such "cross hedging" activities when it believes that such transactions provide

Edgar Filing: PUTNAM MANAGED MUNICIPAL INCOME TRUST - Form N-14 8C/A

111



significant hedging opportunities for the fund. Cross hedging transactions by the fund involve the risk of imperfect
correlation between changes in the values of the currencies to which such transactions relate and changes in the value
of the currency or other asset or liability which is the subject of the hedge.

Transaction and position hedging do not eliminate fluctuations in the underlying prices of the securities that the fund
owns or intends to purchase or sell. They simply establish a rate of exchange which one can achieve at some future
point in time. Additionally, although these techniques tend to minimize the risk of loss due to a decline in the value of
the hedged currency, they involve costs to the fund and tend to limit any potential gain which might result from the
increase in value of such currency.

The fund may also engage in non-hedging currency transactions. For example, Putnam Management may believe that
exposure to a currency is in the fund's best interest but that securities denominated in that currency are unattractive. In
that case the fund may purchase a currency forward contract or option in order to increase its exposure to the currency.
In accordance with SEC regulations, the fund will set aside liquid assets on its books to cover forward contracts used
for non-hedging purposes.

In addition, the fund may seek to increase its current return or to offset some of the costs of hedging against
fluctuations in current exchange rates by writing covered call options and covered put options on foreign currencies.
The fund receives a premium from writing a call or put option, which increases the fund's current return if the option
expires unexercised or is closed out at a net profit. The fund may terminate an option that it has written prior to its
expiration by entering into a closing purchase transaction in which it purchases an option having the same terms as the
option written.

The value of any currency, including U.S. dollars and foreign currencies, may be affected by complex political and
economic factors applicable to the issuing country. In addition, the exchange rates of foreign currencies (and therefore
the values of foreign currency options, forward contracts and futures contracts) may be affected significantly, fixed, or
supported directly or indirectly by U.S. and foreign government actions. Government intervention may increase risks
involved in purchasing or selling foreign currency options, forward contracts and
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futures contracts, since exchange rates may not be free to fluctuate in response to other market forces.

The value of a foreign currency option, forward contract or futures contract reflects the value of an exchange rate,
which in turn reflects relative values of two currencies -- the U.S. dollar and the foreign currency in question.
Although foreign exchange dealers do not charge a fee for currency conversion, they do realize a profit based on the
difference (the "spread") between prices at which they are buying and selling various currencies. Thus, a dealer may
offer to sell a foreign currency to the fund at one rate, while offering a lesser rate of exchange should the fund desire
to resell that currency to the dealer. Because foreign currency transactions occurring in the interbank market involve
substantially larger amounts than those that may be involved in the exercise of foreign currency options, forward
contracts and futures contracts, investors may be disadvantaged by having to deal in an odd-lot market for the
underlying foreign currencies in connection with options at prices that are less favorable than for round lots. Foreign
governmental restrictions or taxes could result in adverse changes in the cost of acquiring or disposing of foreign
currencies.

There is no systematic reporting of last sale information for foreign currencies and there is no regulatory requirement
that quotations available through dealers or other market sources be firm or revised on a timely basis. Available
quotation information is generally representative of very large round-lot transactions in the interbank market and thus
may not reflect exchange rates for smaller odd-lot transactions (less than $1 million) where rates may be less
favorable. The interbank market in foreign currencies is a global, around-the-clock market. To the extent that options
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markets are closed while the markets for the underlying currencies remain open, significant price and rate movements
may take place in the underlying markets that cannot be reflected in the options markets.

The decision as to whether and to what extent the fund will engage in foreign currency exchange transactions will
depend on a number of factors, including prevailing market conditions, the composition of the fund's portfolio and the
availability of suitable transactions. Accordingly, there can be no assurance that the fund will engage in foreign
currency exchange transactions at any given time or from time to time.

Foreign Investments and Related Risks. Foreign securities are normally denominated and traded in foreign
currencies. As a result, the value of the fund's foreign investments and the value of its shares may be affected
favorably or unfavorably by changes in currency exchange rates relative to the U.S. dollar. In addition, the fund is
required to compute and distribute its income in U.S. dollars. Therefore, if the exchange rate for a foreign currency
declines after a fund's income has been earned and translated into U.S. dollars (but before payment), the fund could be
required to liquidate portfolio securities to make such distributions. Similarly, if an exchange rate declines between
the time a fund incurs expenses in U.S. dollars and the time such expenses are paid, the amount of such currency
required to be converted into U.S. dollars in order to pay such expenses in U.S. dollars will be greater than the
equivalent amount in any such currency of such expenses at the time they were incurred.

There may be less information publicly available about a foreign issuer than about a U.S. issuer, and foreign issuers
may not be subject to accounting, auditing and financial reporting standards and practices comparable to those in the
United States. In addition, there may be less (or less
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effective) regulation of exchanges, brokers and listed companies in some foreign countries. The securities of some
foreign issuers are less liquid and at times more volatile than securities of comparable U.S. issuers. Foreign brokerage
commissions, custodial expenses and other fees are also generally higher than in the United States.

Foreign settlement procedures and trade regulations may be more complex and involve certain risks (such as delay in
payment or delivery of securities or in the recovery of the fund's assets held abroad) and expenses not present in the
settlement of investments in U.S. markets. For example, settlement of transactions involving foreign securities or
foreign currencies (see below) may occur within a foreign country, and the fund may accept or make delivery of the
underlying securities or currency in conformity with any applicable U.S. or foreign restrictions or regulations, and
may pay fees, taxes or charges associated with such delivery. Such investments may also involve the risk that an entity
involved in the settlement may not meet its obligations.

In addition, foreign securities may be subject to the risk of nationalization or expropriation of assets, imposition of
currency exchange controls, foreign withholding taxes or restrictions on the repatriation of foreign currency,
confiscatory taxation, political, social or financial instability and diplomatic developments which could affect the
value of the fund's investments in certain foreign countries. Dividends or interest on, or proceeds from the sale of,
foreign securities may be subject to foreign withholding taxes, and special U.S. tax considerations may apply.

Legal remedies available to investors in certain foreign countries may be more limited than those available with
respect to investments in the United States or in other foreign countries. The laws of some foreign countries may limit
the fund's ability to invest in securities of certain issuers organized under the laws of those foreign countries.

The risks described above, including the risks of nationalization or expropriation of assets, typically are increased in
connection with investments in "emerging markets." For example, political and economic structures in these countries
may be in their infancy and developing rapidly, and such countries may lack the social, political and economic
stability characteristic of more developed countries. Certain of these countries have in the past failed to recognize
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private property rights and have at times nationalized and expropriated the assets of private companies. High rates of
inflation or currency devaluations may adversely affect the economies and securities markets of such countries.
Investments in emerging markets may be considered speculative.

The currencies of certain emerging market countries have experienced devaluations relative to the U.S. dollar, and
future devaluations may adversely affect the value of assets denominated in such currencies. Many emerging market
countries have experienced substantial, and in some periods extremely high, rates of inflation or deflation for many
years, and future inflation may adversely affect the economies and securities markets of such countries.

In addition, unanticipated political or social developments may affect the value of investments in emerging markets
and the availability of additional investments in these markets. The small size, limited trading volume and relative
inexperience of the securities markets in these countries may make investments in securities traded in emerging
markets illiquid and more volatile than investments in securities traded in more developed countries, and the fund may
be required to establish special custodial or other arrangements before making investments in securities traded
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in emerging markets. There may be little financial or accounting information available with respect to issuers of
emerging market securities, and it may be difficult as a result to assess the value or prospects of an investment in such
securities.

American Depository Receipts (ADRs) as well as other �hybrid� forms of ADRs, including European Depository
Receipts (EDRs) and Global Depository Receipts (GDRs), are certificates evidencing ownership of shares of a foreign
issuer. These certificates are issued by depository banks and generally trade on an established market in the United
States or elsewhere. The underlying shares are held in trust by a custodian bank or similar financial institution in the
issuer�s home country. The depository bank may not have physical custody of the underlying securities at all times and
may charge fees for various services, including forwarding dividends and interest and corporate actions. ADRs are
alternatives to directly purchasing the underlying foreign securities in their national markets and currencies. However,
ADRs continue to be subject to many of the risks associated with investing in foreign securities.

Certain of the foregoing risks may also apply to some extent to securities of U.S. issuers that are denominated in
foreign currencies or that are traded in foreign markets, or securities of U.S. issuers having significant foreign
operations.

Forward Commitments and Dollar Rolls. The fund may enter into contracts to purchase securities for a fixed price
at a future date beyond customary settlement time ("forward commitments") if the fund sets aside on its books liquid
assets in an amount sufficient to meet the purchase price, or if the fund enters into offsetting contracts for the forward
sale of other securities it owns. In the case of to-be-announced ("TBA") purchase commitments, the unit price and the
estimated principal amount are established when a fund enters into a contract, with the actual principal amount being
within a specified range of the estimate. Forward commitments may be considered securities in themselves, and
involve a risk of loss if the value of the security to be purchased declines prior to the settlement date, which risk is in
addition to the risk of decline in the value of the fund's other assets. Where such purchases are made through dealers,
the fund relies on the dealer to consummate the sale. The dealer's failure to do so may result in the loss to the fund of
an advantageous yield or price. Although the fund will generally enter into forward commitments with the intention of
acquiring securities for its portfolio or for delivery pursuant to options contracts it has entered into, the fund may
dispose of a commitment prior to settlement if Putnam Management deems it appropriate to do so. The fund may
realize short-term profits or losses upon the sale of forward commitments.

The fund may enter into TBA sale commitments to hedge its portfolio positions or to sell securities it owns under
delayed delivery arrangements. Proceeds of TBA sale commitments are not received until the contractual settlement
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date. During the time a TBA sale commitment is outstanding, equivalent deliverable securities, or an offsetting TBA
purchase commitment deliverable on or before the sale commitment date, are held as "cover" for the transaction.
Unsettled TBA sale commitments are valued at current market value of the underlying securities. If the TBA sale
commitment is closed through the acquisition of an offsetting purchase commitment, the fund realizes a gain or loss
on the commitment without regard to any unrealized gain or loss on the underlying security. If the fund delivers
securities under the commitment, the fund realizes a gain or loss from the sale of the securities based upon the unit
price established at the date the commitment was entered into.
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The fund may enter into dollar roll transactions (generally using TBAs) in which it sells a fixed income security for
delivery in the current month and simultaneously contracts to purchase similar securities (for example, same type,
coupon and maturity) at an agreed upon future time. By engaging in a dollar roll transaction, the fund foregoes
principal and interest paid on the security that is sold, but receives the difference between the current sales price and
the forward price for the future purchase. The fund would also be able to earn interest on the proceeds of the sale
before they are reinvested. The fund accounts for dollar rolls as purchases and sales. Because cash (or other assets
determined to be liquid by Putnam Management in accordance with procedures established by the Trustees) in the
amount of the fund�s commitment under a dollar roll is set aside on the fund�s books, the fund does not consider these
transactions to be borrowings for purposes of its investment restrictions.

The obligation to purchase securities on a specified future date involves the risk that the market value of the securities
that the fund is obligated to purchase may decline below the purchase price. In addition, in the event the other party to
the transaction files for bankruptcy, becomes insolvent or defaults on its obligation, the fund may be adversely
affected.

Futures Contracts and Related Options. Subject to applicable law, the fund may invest without limit in futures
contracts and related options for hedging and non-hedging purposes, such as to manage the effective duration of the
fund's portfolio or as a substitute for direct investment. A financial futures contract sale creates an obligation by the
seller to deliver the type of financial instrument called for in the contract in a specified delivery month for a stated
price. A financial futures contract purchase creates an obligation by the purchaser to take delivery of the type of
financial instrument called for in the contract in a specified delivery month at a stated price. The specific instruments
delivered or taken, respectively, at settlement date are not determined until on or near that date. The determination is
made in accordance with the rules of the exchange on which the futures contract sale or purchase was made. Futures
contracts are traded in the United States only on commodity exchanges or boards of trade -- known as "contract
markets" --approved for such trading by the Commodity Futures Trading Commission (the "CFTC"), and must be
executed through a futures commission merchant or brokerage firm which is a member of the relevant contract
market.

Although futures contracts (other than index futures and futures based on the volatility or variance experienced by an
index) by their terms call for actual delivery or acceptance of commodities or securities, in most cases the contracts
are closed out before the settlement date without the making or taking of delivery. Index futures and futures based on
the volatility or variance experienced by an index do not call for actual delivery or acceptance of commodities or
securities, but instead require cash settlement of the futures contract on the settlement date specified in the contract.
Such contracts may also be closed out before the settlement date. Closing out a futures contract sale is effected by
purchasing a futures contract for the same aggregate amount of the specific type of financial instrument or commodity
with the same delivery date. If the price of the initial sale of the futures contract exceeds the price of the offsetting
purchase, the seller is paid the difference and realizes a gain. Conversely, if the price of the offsetting purchase
exceeds the price of the initial sale, the seller realizes a loss. If the fund is unable to enter into a closing transaction,
the amount of the fund's potential loss is unlimited. The closing out of a futures contract purchase is effected by the
purchaser's entering into a futures contract sale. If the offsetting sale price exceeds the purchase price, the purchaser
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realizes a gain, and if the purchase price exceeds the offsetting sale price, he realizes a loss.
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Unlike when the fund purchases or sells a security, no price is paid or received by the fund upon the purchase or sale
of a futures contract. Instead, upon entering into a contract, the fund is required to deliver to the futures broker an
amount of liquid assets. This amount is known as "initial margin." The nature of initial margin in futures transactions
is different from that of margin in security transactions in that futures contract margin does not involve the borrowing
of funds to finance the transactions. Rather, initial margin is similar to a performance bond or good faith deposit
which is returned to the fund upon termination of the futures contract, assuming all contractual obligations have been
satisfied. Futures contracts also involve brokerage costs.

Subsequent payments, called "variation margin" or "maintenance margin," to and from the broker are made on a daily
basis as the price of the underlying security or commodity fluctuates, making the long and short positions in the
futures contract more or less valuable, a process known as "marking to the market." For example, when the fund has
purchased a futures contract on a security and the price of the underlying security has risen, that position will have
increased in value and the fund will receive from the broker a variation margin payment based on that increase in
value. Conversely, when the fund has purchased a security futures contract and the price of the underlying security has
declined, the position would be less valuable and the fund would be required to make a variation margin payment to
the broker.

The fund may elect to close some or all of its futures positions at any time prior to their expiration in order to reduce
or eliminate a position then currently held by the fund. The fund may close its positions by taking opposite positions
which will operate to terminate the fund's position in the futures contracts. Final determinations of variation margin
are then made, additional cash is required to be paid by or released to the fund, and the fund realizes a loss or a gain.
Such closing transactions involve additional commission costs.

The fund does not intend to purchase or sell futures or related options for other than hedging purposes, if, as a result,
the sum of the initial margin deposits on the fund's existing futures and related options positions and premiums paid
for outstanding options on futures contracts would exceed 5% of the fund's net assets.

The fund has claimed an exclusion from the definition of the term "commodity pool operator" under the Commodity
Exchange Act (the "CEA"), and therefore, is not subject to registration or regulation as a pool operator under the CEA.

Index futures. An index futures contract is a contract to buy or sell units of an index at a specified future date at a
price agreed upon when the contract is made. Entering into a contract to buy units of an index is commonly referred to
as buying or purchasing a contract or holding a long position in the index. Entering into a contract to sell units of an
index is commonly referred to as selling a contract or holding a short position. A unit is the current value of the index.
The fund may enter into stock index futures contracts, debt index futures contracts, or other index futures contracts
appropriate to its objective(s). The fund may also purchase and sell options on index futures contracts.

Options on futures contracts. The fund may purchase and write call and put options on futures contracts (including
index futures contracts) and it may buy or sell and enter into closing transactions with respect to such options to
terminate existing positions. In return for the premium paid, options on futures contracts give the purchaser the right
to assume a position in a
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futures contract at the specified option exercise price at any time during the period of the option. Upon exercise of the
option, the delivery of the futures position by the writer of the option to the holder of the option will be accompanied
by delivery of the accumulated balance in the writer's futures margin account which represents the amount by which
the market price of the futures contract, at exercise, exceeds (in the case of a call) or is less than (in the case of a put)
the exercise price of the option on the future. If an option is exercised on the last trading day prior to its expiration
date, the settlement will be made entirely in cash equal to the difference between the exercise price of the option and
the closing level of the underlying asset on which the future is based on the expiration date. Purchasers of options who
fail to exercise their options prior to the exercise date suffer a loss of the premium paid.

The fund may use options on futures contracts in lieu of writing or buying options directly on the underlying securities
or indices or purchasing and selling the underlying futures contracts. For example, to hedge against a possible
decrease in the value of its portfolio securities, the fund may purchase put options or write call options on futures
contracts rather than selling futures contracts. Similarly, the fund may purchase call options or write put options on
futures contracts as a substitute for the purchase of futures contracts to hedge against a possible increase in the price of
securities which the fund expects to purchase. Such options generally operate in the same manner, and involve the
same risks, as options purchased or written directly on the underlying investments. In addition, the fund will be
required to deposit initial margin and maintenance margin with respect to put and call options on futures contracts
written by it pursuant to brokers' requirements similar to those described above in connection with the discussion of
futures contracts. The writing of an option on a futures contract involves risks similar to those relating to the sale of
futures contracts.

Compared to the purchase or sale of futures contracts, the purchase of call or put options on futures contracts generally
involves less potential risk to the fund because the maximum amount at risk is the premium paid for the options (plus
transaction costs). However, there may be circumstances when the purchase of a call or put option on a futures
contract would result in a loss to the fund when the purchase or sale of a futures contract would not, such as when
there is no movement in the prices of the hedged investments.

As an alternative to purchasing call and put options on index futures, the fund may purchase and sell call and put
options on the underlying indices themselves. Such options would be used in a manner identical to the use of options
on index futures.

Risks of transactions in futures contracts and related options. Successful use of futures contracts by the fund is
subject to Putnam Management's ability to predict movements in various factors affecting securities markets,
including interest rates and market movements, and, in the case of index futures and futures based on the volatility or
variance experienced by an index, Putnam Management�s ability to predict the future level of the index or the future
volatility or variance experienced by an index. For example, it is possible that, where the fund has sold futures to
hedge its portfolio against a decline in the market, the index on which the futures are written may advance and the
value of securities held in the fund's portfolio may decline. If this occurred, the fund would lose money on the futures
and also experience a decline in value in its portfolio securities. It is also possible that, if the fund has hedged against
the possibility of a decline in the market adversely affecting securities held in its portfolio and securities prices
increase instead, the fund will lose part or all of the benefit of the increased value of those
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securities it has hedged because it will have offsetting losses in its futures positions. In addition, in such situations, if
the fund has insufficient cash, it may have to sell securities to meet daily variation margin requirements at a time when
it is disadvantageous to do so.

The use of options and futures strategies also involves the risk of imperfect correlation among movements in the
prices of the securities or other assets underlying the futures and options purchased and sold by the fund, of the
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options and futures contracts themselves, and, in the case of hedging transactions, of the securities which are the
subject of a hedge. In addition to the possibility that there may be an imperfect correlation, or no correlation at all,
between movements in the futures used by the fund and the portion of the portfolio being hedged, the prices of futures
may not correlate perfectly with movements in the underlying asset due to certain market distortions. First, all
participants in the futures market are subject to margin deposit and maintenance requirements. Rather than meeting
additional margin deposit requirements, investors may close futures contracts through offsetting transactions which
could distort the normal relationship between the underlying asset and futures markets. Second, margin requirements
in the futures market are less onerous than margin requirements in the securities market, and as a result the futures
market may attract more speculators than the securities market does. Increased participation by speculators in the
futures market may also cause temporary price distortions. Due to the possibility of price distortions in the futures
market and also because of the imperfect correlation between movements in the underlying asset and movements in
the prices of related futures, even a correct forecast of general market trends by Putnam Management may still not
result in a profitable position.

There is no assurance that higher than anticipated trading activity or other unforeseen events might not, at times,
render certain market clearing facilities inadequate, and thereby result in the institution by exchanges of special
procedures which may interfere with the timely execution of customer orders.

To reduce or eliminate a position held by the fund, the fund may seek to close out such position. The ability to
establish and close out positions will be subject to the development and maintenance of a liquid secondary market. It
is not certain that this market will develop or continue to exist for a particular futures contract or option. Reasons for
the absence of a liquid secondary market on an exchange include the following: (i) there may be insufficient trading
interest in certain contracts or options; (ii) restrictions may be imposed by an exchange on opening transactions or
closing transactions or both; (iii) trading halts, suspensions or other restrictions may be imposed with respect to
particular classes or series of contracts or options, or underlying securities; (iv) unusual or unforeseen circumstances
may interrupt normal operations on an exchange; (v) the facilities of an exchange or a clearing corporation may not at
all times be adequate to handle current trading volume; or (vi) one or more exchanges could, for economic or other
reasons, decide or be compelled at some future date to discontinue the trading of contracts or options (or a particular
class or series of contracts or options), in which event the secondary market on that exchange for such contracts or
options (or in the class or series of contracts or options) would cease to exist, although outstanding contracts or
options on the exchange that had been issued by a clearing corporation as a result of trades on that exchange would
continue to be exercisable in accordance with their terms.
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Hybrid Instruments. These instruments are generally considered derivatives and include indexed or structured
securities, and combine the elements of futures contracts or options with those of debt, preferred equity or a
depository instrument. A hybrid instrument may be a debt security, preferred stock, warrant, convertible security,
certificate of deposit or other evidence of indebtedness on which a portion of or all interest payments, and/or the
principal or stated amount payable at maturity, redemption or retirement, is determined by reference to prices, changes
in prices, or differences between prices, of securities, currencies, intangibles, goods, articles or commodities
(collectively, �underlying assets�), or by another objective index, economic factor or other measure, including interest
rates, currency exchange rates, or commodities or securities indices (collectively, �benchmarks�). Hybrid instruments
may take a number of forms, including, but not limited to, debt instruments with interest or principal payments or
redemption terms determined by reference to the value of an index at a future time, preferred stock with dividend rates
determined by reference to the value of a currency, or convertible securities with the conversion terms related to a
particular commodity.

The risks of investing in hybrid instruments reflect a combination of the risks of investing in securities, options,
futures and currencies. An investment in a hybrid instrument may entail significant risks that are not associated with a
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similar investment in a traditional debt instrument that has a fixed principal amount, is denominated in U.S. dollars or
bears interest either at a fixed rate or a floating rate determined by reference to a common, nationally published
benchmark. The risks of a particular hybrid instrument will depend upon the terms of the instrument, but may include
the possibility of significant changes in the benchmark(s) or the prices of the underlying assets to which the
instrument is linked. Such risks generally depend upon factors unrelated to the operations or credit quality of the
issuer of the hybrid instrument, which may not be foreseen by the purchaser, such as economic and political events,
the supply and demand of the underlying assets and interest rate movements. Hybrid instruments may be highly
volatile and their use by the fund may not be successful.

Hybrid instruments may bear interest or pay preferred dividends at below market (or even relatively nominal) rates.
Alternatively, hybrid instruments may bear interest at above market rates but bear an increased risk of principal loss
(or gain). The latter scenario may result if �leverage� is used to structure the hybrid instrument. Leverage risk occurs
when the hybrid instrument is structured so that a given change in a benchmark or underlying asset is multiplied to
produce a greater value change in the hybrid instrument, thereby magnifying the risk of loss as well as the potential
for gain.

Hybrid instruments can be an efficient means of creating exposure to a particular market, or segment of a market, with
the objective of enhancing total return. For example, a fund may wish to take advantage of expected declines in
interest rates in several European countries, but avoid the transaction costs associated with buying and
currency-hedging the foreign bond positions. One solution would be to purchase a U.S. dollar-denominated hybrid
instrument whose redemption price is linked to the average three year interest rate in a designated group of countries.
The redemption price formula would provide for payoffs of less than par if rates were above the specified level.
Furthermore, a fund could limit the downside risk of the security by establishing a minimum redemption price so that
the principal paid at maturity could not be below a predetermined minimum level if interest rates were to rise
significantly. The purpose of this arrangement, known as a structured security with an embedded put option, would be
to give the fund the desired European bond exposure while avoiding currency risk, limiting downside
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market risk, and lowering transaction costs. Of course, there is no guarantee that the strategy will be successful and
the fund could lose money if, for example, interest rates do not move as anticipated or credit problems develop with
the issuer of the hybrid instrument.

Hybrid instruments are potentially more volatile and carry greater market risks than traditional debt instruments.
Depending on the structure of the particular hybrid instrument, changes in a benchmark may be magnified by the
terms of the hybrid instrument and have an even more dramatic and substantial effect upon the value of the hybrid
instrument. Also, the prices of the hybrid instrument and the benchmark or underlying asset may not move in the same
direction or at the same time.

Hybrid instruments may also carry liquidity risk since the instruments are often �customized� to meet the portfolio needs
of a particular investor, and therefore, the number of investors that are willing and able to buy such instruments in the
secondary market may be smaller than that for more traditional debt securities. Under certain conditions, the
redemption value of such an investment could be zero. In addition, because the purchase and sale of hybrid
investments could take place in an over-the-counter market without the guarantee of a central clearing organization, or
in a transaction between the fund and the issuer of the hybrid instrument, the creditworthiness of the counterparty of
the issuer of the hybrid instrument would be an additional risk factor the fund would have to consider and monitor. In
addition, uncertainty regarding the tax treatment of hybrid instruments may reduce demand for such instruments.
Hybrid instruments also may not be subject to regulation by the CFTC, which generally regulates the trading of
commodity futures by U.S. persons, the Securities and Exchange Commission (the "SEC"), which regulates the offer
and sale of securities by and to U.S. persons, or any other governmental regulatory authority.
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Industry and Sector Groups. Putnam Management uses a customized set of industry and sector groups for
classifying securities ("Putnam Industry Codes"). The Putnam Industry Codes are based on an expanded Standard &
Poor's industry classification model, modified to be more representative of global investing and more applicable to
both large and small capitalization securities. For presentation purposes, the fund may apply the Putnam Industry
Codes differently in reporting industry groups in the fund's shareholder reports and other communications.

Inflation Protected Securities. The fund may invest in U.S. Treasury Inflation Protected Securities ("U.S. TIPS"),
which are fixed income securities issued by the U.S. Department of Treasury, the principal amounts of which are
adjusted daily based upon changes in the rate of inflation. The fund may also invest in other inflation-protected
securities issued by non-U.S. governments or by private issuers. U.S. TIPS pay interest on a semi-annual basis, equal
to a fixed percentage of the inflation-adjusted principal amount. The interest rate on these bonds is fixed at issuance,
but over the life of the bond this interest may be paid on an increasing or decreasing principal value that has been
adjusted for inflation.

Repayment of the original bond principal upon maturity (as adjusted for inflation) is guaranteed for U.S. TIPS, even
during a period of deflation. However, because the principal amount of U.S. TIPS would be adjusted downward
during a period of deflation, the fund will be subject to deflation risk with respect to its investments in these securities.
In addition, the current market value of the bonds is not guaranteed, and will fluctuate. If the fund purchases U.S.
TIPS in the secondary market whose principal values have been adjusted upward due to inflation since
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issuance, the fund may experience a loss if there is a subsequent period of deflation. The fund may also invest in other
inflation-related bonds which may or may not provide a guarantee of principal. If a guarantee of principal is not
provided, the adjusted principal value of the bond repaid at maturity may be less than the original principal amount.

The periodic adjustment of U.S. TIPS is currently tied to the CPI-U, which is calculated by the U.S. Department of
Treasury. The CPI-U is a measurement of changes in the cost of living, made up of components such as housing, food,
transportation and energy. Inflation-protected bonds issued by a non-U.S. government are generally adjusted to reflect
a comparable inflation index, calculated by that government. There can no assurance that the CPI-U or any non-U.S.
inflation index will accurately measure the real rate of inflation in the prices of goods and services. If interest rates rise
due to reasons other than inflation (for example, due to changes in currency exchange rates), investors in these
securities may not be protected to the extent that the increase is not reflected in the bond's inflation measure. In
addition, there can be no assurance that the rate of inflation in a non-U.S. country will be correlated to the rate of
inflation in the United States.

In general, the value of inflation-protected bonds is expected to fluctuate in response to changes in real interest rates,
which are in turn tied to the relationship between nominal interest rates and the rate of inflation. Therefore, if inflation
were to rise at a faster rate than nominal interest rates, real interest rates might decline, leading to an increase in value
of inflation-protected bonds. In contrast, if nominal interest rates increased at a faster rate than inflation, real interest
rates might rise, leading to a decrease in value of inflation-protected bonds. If inflation is lower than expected during
the period the fund holds the security, the fund may earn less on the security than on a conventional bond. Any
increase in principal value is taxable in the year the increase occurs, even though holders do not receive cash
representing the increase at that time. As a result, when the fund invests in inflation-protected securities, it could be
required at times to liquidate other investments, including when it is not advantageous to do so, in order to satisfy its
distribution requirements as a regulated investment company and to eliminate any fund-level income tax liability
under the Internal Revenue Code.

The U.S. Treasury began issuing inflation-protected bonds in 1997. Certain non-U.S. governments, such as the United
Kingdom, Canada and Australia, have a longer history of issuing inflation-protected bonds, and there may be a more
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liquid market in certain of these countries for these securities.

Initial Public Offerings. The fund may purchase debt or equity securities in initial public offerings. These securities,
which are often issued by unseasoned companies, may be subject to many of the same risks of investing in companies
with smaller market capitalizations. Securities issued in IPOs have no trading history, and information about the
companies may be available for very limited periods. Securities issued in an IPO frequently are very volatile in price,
and the fund may hold securities purchased in an IPO for a very short period of time. As a result, the fund's
investments in IPOs may increase portfolio turnover, which increases brokerage and administrative costs and may
result in taxable distributions to shareholders.

At any particular time or from time to time the fund may not be able to invest in securities issued in IPOs, or invest to
the extent desired because, for example, only a small portion (if any) of the securities being offered in an IPO may be
made available to the fund. In addition, under certain
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market conditions a relatively small number of companies may issue securities in IPOs. Similarly, as the number of
Putnam funds to which IPO securities are allocated increases, the number of securities issued to any one fund may
decrease. The investment performance of the fund during periods when it is unable to invest significantly or at all in
IPOs may be lower than during periods when the fund is able to do so. In addition, as the fund increases in size, the
impact of IPOs on the fund�s performance will generally decrease.

Inverse Floaters. The fund may invest in securities representing interests in Tax-exempt securities, known as "inverse
floaters." These securities have variable interest rates that typically move in the opposite direction from movements in
prevailing short-term interest rate levels �rising when prevailing short-term interest rate fall, and vice versa. The prices
of inverse floaters can be considerably more volatile than the prices of bonds with comparable maturities and credit
quality. The fund currently does not intend to invest more than 15% of its assets in inverse floating obligations.

Lower-rated Securities. Managed Municipal Income Trust may invest up to 50% of its total assets and High Yield
Municipal Trust may invest a substantial portion of its assets in lower rated fixed income securities (commonly known
as "junk bonds"). The lower ratings reflect a greater possibility that adverse changes in the financial condition of the
issuer or in general economic conditions, or both, or an unanticipated rise in interest rates, may impair the ability of
the issuer to make payments of interest and principal. The inability (or perceived inability) of issuers to make timely
payment of interest and principal would likely make the values of securities held by the fund more volatile and could
limit the fund's ability to sell its securities at prices approximating the values the fund had placed on such securities. In
the absence of a liquid trading market for securities held by it, the fund at times may be unable to establish the fair
value of such securities.

Securities ratings are based largely on the issuer's historical financial condition and the rating agencies' analysis at the
time of rating. Consequently, the rating assigned to any particular security is not necessarily a reflection of the issuer's
current financial condition, which may be better or worse than the rating would indicate. In addition, the rating
assigned to a security by Moody's or S&P (or by any other nationally recognized securities rating agency) does not
reflect an assessment of the volatility of the security's market value or the liquidity of an investment in the security.
See "Securities ratings."

Like those of other fixed-income securities, the values of lower-rated securities fluctuate in response to changes in
interest rates. A decrease in interest rates will generally result in an increase in the value of the fund's fixed-income
assets. Conversely, during periods of rising interest rates, the value of the fund's fixed-income assets will generally
decline. The values of lower-rated securities may often be affected to a greater extent by changes in general economic
conditions and business conditions affecting the issuers of such securities and their industries. Negative publicity or
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investor perceptions may also adversely affect the values of lower-rated securities. Changes by nationally recognized
securities rating agencies in their ratings of any fixed-income security and changes in the ability of an issuer to make
payments of interest and principal may also affect the value of these investments. Changes in the value of portfolio
securities generally will not affect income derived from these securities, but will affect the fund's net asset value. The
fund will not necessarily dispose of a security when its rating is reduced below its rating at the time of purchase.
However, Putnam Management will monitor the
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investment to determine whether its retention will assist in meeting the fund's investment objective(s).

Issuers of lower-rated securities are often highly leveraged, so that their ability to service their debt obligations during
an economic downturn or during sustained periods of rising interest rates may be impaired. Such issuers may not have
more traditional methods of financing available to them and may be unable to repay outstanding obligations at
maturity by refinancing. The risk of loss due to default in payment of interest or repayment of principal by such
issuers is significantly greater because such securities frequently are unsecured and subordinated to the prior payment
of senior indebtedness.

At times, a substantial portion of the fund's assets may be invested in an issue of which the fund, by itself or together
with other funds and accounts managed by Putnam Management or its affiliates, holds all or a major portion.
Although Putnam Management generally considers such securities to be liquid because of the availability of an
institutional market for such securities, it is possible that, under adverse market or economic conditions or in the event
of adverse changes in the financial condition of the issuer, a fund could find it more difficult to sell these securities
when Putnam Management believes it advisable to do so or may be able to sell the securities only at prices lower than
if they were more widely held. Under these circumstances, it may also be more difficult to determine the fair value of
such securities for purposes of computing the fund's net asset value. In order to enforce its rights in the event of a
default, the fund may be required to participate in various legal proceedings or take possession of and manage assets
securing the issuer's obligations on such securities. This could increase the fund's operating expenses and adversely
affect the fund's net asset value. In the case of tax-exempt funds, any income derived from the fund's ownership or
operation of such assets would not be tax-exempt. The ability of a holder of a tax-exempt security to enforce the terms
of that security in a bankruptcy proceeding may be more limited than would be the case with respect to securities of
private issuers. In addition, the fund's intention to qualify as a "regulated investment company" under the Internal
Revenue Code may limit the extent to which the fund may exercise its rights by taking possession of such assets.

To the extent the fund invests in securities in the lower rating categories, the achievement of the fund's goals is more
dependent on Putnam Management's investment analysis than would be the case if the fund were investing in
securities in the higher rating categories.

Money Market Instruments. Money market instruments, or short-term debt instruments, consist of obligations such
as commercial paper, bank obligations (i.e., certificates of deposit and bankers� acceptances), repurchase agreements
and various government obligations, such as Treasury bills. These instruments have a remaining maturity of one year
or less and are generally of high credit quality. Money market instruments may be structured to be, or may employ a
trust or other form so that they are, eligible investments for money market funds. For example, put features can be
used to modify the maturity of a security or interest rate adjustment features can be used to enhance price stability. If a
structure fails to function as intended, adverse tax or investment consequences may result. Neither the Internal
Revenue Service (IRS) nor any other regulatory authority has ruled definitively on certain legal issues presented by
certain structured securities. Future tax or other regulatory determinations could adversely affect the value, liquidity,
or tax treatment of the income received from these securities or the nature and timing of distributions made by the
funds.
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Commercial paper is a money market instrument issued by banks or companies to raise money for short-term
purposes. Unlike some other debt obligations, commercial paper is typically unsecured. Commercial paper may be
issued as an asset-backed security (that is, backed by a pool of assets representing the obligations of a number of
different issuers), in which case certain of the risks discussed in �Mortgage-backed and Asset-backed securities� would
apply. Commercial paper is traded primarily among institutions.

Pursuant to an exemptive order issued by the Securities and Exchange Commission, the fund may from time to time
invest all or a portion of its cash balances in Putnam Prime Money Market Fund or other money market and/or
short-term bond funds advised by Putnam Management. In connection with such investments, Putnam Management
may waive a portion of the advisory fees otherwise payable by the fund.

Mortgage-backed and Asset-backed Securities. Mortgage-backed securities, including collateralized mortgage
obligations ("CMOs") and certain stripped mortgage-backed securities, represent a participation in, or are secured by,
mortgage loans. Asset-backed securities are structured like mortgage-backed securities, but instead of mortgage loans
or interests in mortgage loans, the underlying assets may include such items as motor vehicle installment sales or
installment loan contracts, leases of various types of real and personal property and receivables from credit card
agreements.

Mortgage-backed securities have yield and maturity characteristics corresponding to the underlying assets. Unlike
traditional debt securities, which may pay a fixed rate of interest until maturity, when the entire principal amount
comes due, payments on certain mortgage-backed securities include both interest and a partial repayment of principal.
Besides the scheduled repayment of principal, repayments of principal may result from the voluntary prepayment,
refinancing or foreclosure of the underlying mortgage loans. If property owners make unscheduled prepayments of
their mortgage loans, these prepayments will result in early payment of the applicable mortgage-backed securities. In
that event the fund may be unable to invest the proceeds from the early payment of the mortgage-backed securities in
an investment that provides as high a yield as the mortgage-backed securities. Consequently, early payment associated
with mortgage-backed securities may cause these securities to experience significantly greater price and yield
volatility than that experienced by traditional fixed-income securities. The occurrence of mortgage prepayments is
affected by factors including the level of interest rates, general economic conditions, the location and age of the
mortgage and other social and demographic conditions. During periods of falling interest rates, the rate of mortgage
prepayments tends to increase, thereby tending to decrease the life of mortgage-backed securities. During periods of
rising interest rates, the rate of mortgage prepayments usually decreases, thereby tending to increase the life of
mortgage-backed securities. If the life of a mortgage-backed security is inaccurately predicted, the fund may not be
able to realize the rate of return it expected.

Adjustable rate mortgage securities (�ARMs�), like traditional mortgage-backed securities, are interests in pools of
mortgage loans that provide investors with payments consisting of both principal and interest as mortgage loans in the
underlying mortgage pool are paid off by the borrowers. Unlike fixed-rate mortgage-backed securities, ARMs are
collateralized by or represent interests in mortgage loans with variable rates of interest. These interest rates are reset at
periodic intervals, usually by reference to an interest rate index or market interest rate.
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Although the rate adjustment feature may act as a buffer to reduce sharp changes in the value of adjustable rate
securities, these securities are still subject to changes in value based on, among other things, changes in market
interest rates or changes in the issuer�s creditworthiness. Because the interest rates are reset only periodically, changes
in the interest rate on ARMs may lag changes in prevailing market interest rates. Also, some ARMs (or the underlying

Edgar Filing: PUTNAM MANAGED MUNICIPAL INCOME TRUST - Form N-14 8C/A

123



mortgages) are subject to caps or floors that limit the maximum change in the interest rate during a specified period or
over the life of the security. As a result, changes in the interest rate on an ARM may not fully reflect changes in
prevailing market interest rates during certain periods. The fund may also invest in �hybrid� ARMs, whose underlying
mortgages combine fixed-rate and adjustable rate features.

Mortgage-backed and asset-backed securities are less effective than other types of securities as a means of "locking
in" attractive long-term interest rates. One reason is the need to reinvest prepayments of principal; another is the
possibility of significant unscheduled prepayments resulting from declines in interest rates. These prepayments would
have to be reinvested at lower rates. The automatic interest rate adjustment feature of mortgages underlying ARMs
likewise reduces the ability to lock-in attractive rates. As a result, mortgage-backed and asset-backed securities may
have less potential for capital appreciation during periods of declining interest rates than other securities of
comparable maturities, although they may have a similar risk of decline in market value during periods of rising
interest rates. Prepayments may also significantly shorten the effective maturities of these securities, especially during
periods of declining interest rates. Conversely, during periods of rising interest rates, a reduction in prepayments may
increase the effective maturities of these securities, subjecting them to a greater risk of decline in market value in
response to rising interest rates than traditional debt securities, and, therefore, potentially increasing the volatility of
the fund.

At times, some mortgage-backed and asset-backed securities will have higher than market interest rates and therefore
will be purchased at a premium above their par value. Prepayments may cause losses on securities purchased at a
premium.

CMOs may be issued by a U.S. government agency or instrumentality or by a private issuer. Although payment of the
principal of, and interest on, the underlying collateral securing privately issued CMOs may be guaranteed by the U.S.
government or its agencies or instrumentalities, these CMOs represent obligations solely of the private issuer and are
not insured or guaranteed by the U.S. government, its agencies or instrumentalities or any other person or entity.

Prepayments could cause early retirement of CMOs. CMOs are designed to reduce the risk of prepayment for
investors by issuing multiple classes of securities, each having different maturities, interest rates and payment
schedules, and with the principal and interest on the underlying mortgages allocated among the several classes in
various ways. Payment of interest or principal on some classes or series of CMOs may be subject to contingencies or
some classes or series may bear some or all of the risk of default on the underlying mortgages. CMOs of different
classes or series are generally retired in sequence as the underlying mortgage loans in the mortgage pool are repaid. If
enough mortgages are repaid ahead of schedule, the classes or series of a CMO with the earliest maturities generally
will be retired prior to their maturities. Thus, the early retirement of particular classes or series of a CMO would have
the same effect as the prepayment of mortgages underlying other mortgage-backed securities. Conversely, slower
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than anticipated prepayments can extend the effective maturities of CMOs, subjecting them to a greater risk of decline
in market value in response to rising interest rates than traditional debt securities, and, therefore, potentially increasing
their volatility.

Prepayments could result in losses on stripped mortgage-backed securities. Stripped mortgage-backed securities are
usually structured with two classes that receive different portions of the interest and principal distributions on a pool
of mortgage loans. The yield to maturity on an interest only or �IO� class of stripped mortgage-backed securities is
extremely sensitive not only to changes in prevailing interest rates but also to the rate of principal payments (including
prepayments) on the underlying assets. A rapid rate of principal prepayments may have a measurable adverse effect on
the fund's yield to maturity to the extent it invests in IOs. If the assets underlying the IO experience greater than
anticipated prepayments of principal, the fund may fail to recoup fully its initial investment in these securities.
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Conversely, principal only or �POs� tend to increase in value if prepayments are greater than anticipated and decline if
prepayments are slower than anticipated. The secondary market for stripped mortgage-backed securities may be more
volatile and less liquid than that for other mortgage-backed securities, potentially limiting the fund's ability to buy or
sell those securities at any particular time. The fund currently does not intend to invest more than 35% of its assets in
IOs and POs under normal market conditions.

The risks associated with other asset-backed securities (including in particular the risks of issuer default and of early
prepayment) are generally similar to those described above for CMOs. In addition, because asset-backed securities
generally do not have the benefit of a security interest in the underlying assets that is comparable to a mortgage,
asset-backed securities present certain additional risks that are not present with mortgage-backed securities. The
ability of an issuer of asset-backed securities to enforce its security interest in the underlying assets may be limited.
For example, revolving credit receivables are generally unsecured and the debtors on such receivables are entitled to
the protection of a number of state and federal consumer credit laws, many of which give debtors the right to set-off
certain amounts owed, thereby reducing the balance due. Automobile receivables generally are secured, but by
automobiles, rather than by real property.

Asset-backed securities may be collateralized by the fees earned by service providers. The value of asset-backed
securities may be substantially dependent on the servicing of the underlying asset and are therefore subject to risks
associated with negligence by, or defalcation of, their servicers. In certain circumstances, the mishandling of related
documentation may also affect the rights of the security holders in and to the underlying collateral. The insolvency of
entities that generate receivables or that utilize the assets may result in added costs and delays in addition to losses
associated with a decline in the value of the underlying assets.

Options on Securities. The fund may write covered call options and covered put options on optionable securities held
in its portfolio or that it has an absolute and immediate right to acquire without additional cash consideration (or, if
additional cash consideration is required, cash or other assets determined to be liquid by Putnam Management in
accordance with procedures established by the Trustees, in such amount are set aside on the fund�s books), when in the
opinion of Putnam Management such transactions are consistent with the fund's investment objective(s) and policies.
Call options written by the fund give the purchaser the right to buy the
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underlying securities from the fund at a stated exercise price; put options give the purchaser the right to sell the
underlying securities to the fund at a stated price.

The fund may write only covered options, which means that, so long as the fund is obligated as the writer of a call
option, it will own the underlying securities subject to the option (or comparable securities satisfying the cover
requirements of securities exchanges) or have an absolute and immediate right to acquire without additional cash
consideration (or, if additional cash consideration is required, cash or other assets determined to be liquid by Putnam
Management in accordance with procedures established by the Trustees, in such amount are set aside on the fund�s
books). In the case of put options, the fund will set aside on its books assets determined to be liquid by Putnam
Management in accordance with procedures established by the Trustees and equal in value to the price to be paid if the
option is exercised. In addition, the fund will be considered to have covered a put or call option if and to the extent
that it holds an option that offsets some or all of the risk of the option it has written. The fund may write combinations
of covered puts and calls on the same underlying security.

The fund will receive a premium from writing a put or call option, which increases the fund's return in the event the
option expires unexercised or is closed out at a profit. The amount of the premium reflects, among other things, the
relationship between the exercise price and the current market value of the underlying security, the volatility of the
underlying security, the amount of time remaining until expiration, current interest rates, and the effect of supply and
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demand in the options market and in the market for the underlying security. By writing a call option, if the fund holds
the security, the fund limits its opportunity to profit from any increase in the market value of the underlying security
above the exercise price of the option but continues to bear the risk of a decline in the value of the underlying security.
If the fund does not hold the underlying security, the fund bears the risk that, if the market price exceeds the option
strike price, the fund will suffer a loss equal to the difference at the time of exercise. By writing a put option, the fund
assumes the risk that it may be required to purchase the underlying security for an exercise price higher than its
then-current market value, resulting in a potential capital loss unless the security subsequently appreciates in value.

The fund may terminate an option that it has written prior to its expiration by entering into a closing purchase
transaction, in which it purchases an offsetting option. The fund realizes a profit or loss from a closing transaction if
the cost of the transaction (option premium plus transaction costs) is less or more than the premium received from
writing the option. If the fund writes a call option but does not own the underlying security, and when it writes a put
option, the fund may be required to deposit cash or securities with its broker as "margin," or collateral, for its
obligation to buy or sell the underlying security. As the value of the underlying security varies, the fund may have to
deposit additional margin with the broker. Margin requirements are complex and are fixed by individual brokers,
subject to minimum requirements currently imposed by the Federal Reserve Board and by stock exchanges and other
self-regulatory organizations.

Purchasing put options. The fund may purchase put options to protect its portfolio holdings in an underlying security
against a decline in market value. Such protection is provided during the life of the put option since the fund, as holder
of the option, is able to sell the underlying security at the put exercise price regardless of any decline in the underlying
security's market price. In order for a put option to be profitable, the market price of the underlying security must
decline
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sufficiently below the exercise price to cover the premium and transaction costs. By using put options in this manner,
the fund will reduce any profit it might otherwise have realized from appreciation of the underlying security by the
premium paid for the put option and by transaction costs. The fund may also purchase put options for other investment
purposes.

Purchasing call options. The fund may purchase call options to hedge against an increase in the price of securities
that the fund wants ultimately to buy. Such hedge protection is provided during the life of the call option since the
fund, as holder of the call option, is able to buy the underlying security at the exercise price regardless of any increase
in the underlying security's market price. In order for a call option to be profitable, the market price of the underlying
security must rise sufficiently above the exercise price to cover the premium and transaction costs. The fund may also
purchase call options for other investment purposes.

Risk factors in options transactions. The successful use of the fund's options strategies depends on the ability of
Putnam Management to forecast correctly interest rate and market movements. For example, if the fund were to write
a call option based on Putnam Management's expectation that the price of the underlying security would fall, but the
price were to rise instead, the fund could be required to sell the security upon exercise at a price below the current
market price. Similarly, if the fund were to write a put option based on Putnam Management's expectation that the
price of the underlying security would rise, but the price were to fall instead, the fund could be required to purchase
the security upon exercise at a price higher than the current market price.

When the fund purchases an option, it runs the risk that it will lose its entire investment in the option in a relatively
short period of time, unless the fund exercises the option or enters into a closing sale transaction before the option's
expiration. If the price of the underlying security does not rise (in the case of a call) or fall (in the case of a put) to an
extent sufficient to cover the option premium and transaction costs, the fund will lose part or all of its investment in
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the option. This contrasts with an investment by the fund in the underlying security, since the fund will not realize a
loss if the security's price does not change.

The effective use of options also depends on the fund's ability to terminate option positions at times when Putnam
Management deems it desirable to do so. There is no assurance that the fund will be able to effect closing transactions
at any particular time or at an acceptable price. If a secondary market in options were to become unavailable, the fund
could no longer engage in closing transactions. Lack of investor interest might adversely affect the liquidity of the
market for particular options or series of options. A market may discontinue trading of a particular option or options
generally. In addition, a market could become temporarily unavailable if unusual events -- such as volume in excess of
trading or clearing capability -- were to interrupt its normal operations.

A market may at times find it necessary to impose restrictions on particular types of options transactions, such as
opening transactions. For example, if an underlying security ceases to meet qualifications imposed by the market or
the Options Clearing Corporation, new series of options on that security will no longer be opened to replace expiring
series, and opening transactions in existing series may be prohibited. If an options market were to become unavailable,
the fund as a holder of an option would be able to realize profits or limit losses only by exercising the
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option, and the fund, as option writer, would remain obligated under the option until expiration or exercise.

Disruptions in the markets for the securities underlying options purchased or sold by the fund could result in losses on
the options. If trading is interrupted in an underlying security, the trading of options on that security is normally halted
as well. As a result, the fund as purchaser or writer of an option will be unable to close out its positions until options
trading resumes, and it may be faced with considerable losses if trading in the security reopens at a substantially
different price. In addition, the Options Clearing Corporation or other options markets may impose exercise
restrictions. If a prohibition on exercise is imposed at the time when trading in the option has also been halted, the
fund as purchaser or writer of an option will be locked into its position until one of the two restrictions has been lifted.
If the Options Clearing Corporation were to determine that the available supply of an underlying security appears
insufficient to permit delivery by the writers of all outstanding calls in the event of exercise, it may prohibit
indefinitely the exercise of put options. The fund, as holder of such a put option, could lose its entire investment if the
prohibition remained in effect until the put option's expiration.

Foreign-traded options are subject to many of the same risks presented by internationally-traded securities. In
addition, because of time differences between the United States and various foreign countries, and because different
holidays are observed in different countries, foreign options markets may be open for trading during hours or on days
when U.S. markets are closed. As a result, option premiums may not reflect the current prices of the underlying
interest in the United States.

Over-the-counter ("OTC") options purchased by the fund and assets held to cover OTC options written by the fund
may, under certain circumstances, be considered illiquid securities for purposes of any limitation on the fund's ability
to invest in illiquid securities. The fund may use both European-style options, which are only exercisable immediately
prior to their expiration, and American-style options, which are exercisable at any time prior to the expiration date.

In addition to options on securities and futures, the fund may also enter into options on futures, swaps or other
instruments as described elsewhere in this SAI.

Preferred Stocks and Convertible Securities. A preferred stock generally pays dividends at a specified rate and has
preference over common stock in the payment of dividends and the liquidation of an issuer's assets but is junior to the
debt securities of the issuer in those same respects. The market prices of preferred stocks are subject to changes in
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interest rates and are more sensitive to changes in an issuer's creditworthiness than are the prices of debt securities.
Shareholders of preferred stock may suffer a loss of value if dividends are not paid. Under ordinary circumstances,
preferred stock does not carry voting rights. In addition, many preferred stocks may be called or redeemed prior to
their maturity by the issuer under certain conditions.

Convertible securities include bonds, debentures, notes, preferred stocks and other securities that may be converted
into or exchanged for, at a specific price or formula within a particular period of time, a prescribed amount of common
stock or other equity securities of the same or a different issuer. Convertible securities entitle the holder to receive
interest paid or accrued on debt or dividends paid or accrued on preferred stock until the security matures or is
redeemed, converted or exchanged.
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The market value of a convertible security is a function of its "investment value" and its "conversion value." A
security's "investment value" represents the value of the security without its conversion feature (i.e., a nonconvertible
fixed income security). The investment value may be determined by reference to its credit quality and the current
value of its yield to maturity or probable call date. At any given time, investment value is dependent upon such factors
as the general level of interest rates, the yield of similar nonconvertible securities, the financial strength of the issuer
and the seniority of the security in the issuer's capital structure. A security's "conversion value" is determined by
multiplying the number of shares the holder is entitled to receive upon conversion or exchange by the current price of
the underlying security.

If the conversion value of a convertible security is significantly below its investment value, the convertible security
will trade like nonconvertible debt or preferred stock and its market value will not be influenced greatly by
fluctuations in the market price of the underlying security. Conversely, if the conversion value of a convertible
security is near or above its investment value, the market value of the convertible security will be more heavily
influenced by fluctuations in the market price of the underlying security. Convertible securities generally have less
potential for gain than common stocks.

The fund's investments in convertible securities may at times include securities that have a mandatory conversion
feature, pursuant to which the securities convert automatically into common stock or other equity securities at a
specified date and a specified conversion ratio, or that are convertible at the option of the issuer. Because conversion
of the security is not at the option of the holder, the fund may be required to convert the security into the underlying
common stock even at times when the value of the underlying common stock or other equity security has declined
substantially.

The fund's investments in preferred stocks and convertible securities, particularly securities that are convertible into
securities of an issuer other than the issuer of the convertible security, may be illiquid. The fund may not be able to
dispose of such securities in a timely fashion or for a fair price, which could result in losses to the fund.

Private Placements and Restricted Securities. The fund may invest in securities that are purchased in private
placements and, accordingly, are subject to restrictions on resale as a matter of contract or under federal securities
laws. Because there may be relatively few potential purchasers for such investments, especially under adverse market
or economic conditions or in the event of adverse changes in the financial condition of the issuer, the fund could find
it more difficult to sell such securities when Putnam Management believes it advisable to do so or may be able to sell
such securities only at prices lower than if such securities were more widely held. At times, it may also be more
difficult to determine the fair value of such securities for purposes of computing the fund's net asset value.

While such private placements may often offer attractive opportunities for investment not otherwise available on the
open market, the securities so purchased are often "restricted securities," i.e., securities which cannot be sold to the
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public without registration under the Securities Act of 1933 or the availability of an exemption from registration (such
as Rules 144 or 144A), or which are "not readily marketable" because they are subject to other legal or contractual
delays in or restrictions on resale.
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The absence of a trading market can make it difficult to ascertain a market value for illiquid investments. Disposing of
illiquid investments may involve time-consuming negotiation and legal expenses, and it may be difficult or impossible
for the fund to sell them promptly at an acceptable price. The fund may have to bear the extra expense of registering
such securities for resale and the risk of substantial delay in effecting such registration. In addition, market quotations
are less readily available. The judgment of Putnam Management may at times play a greater role in valuing these
securities than in the case of publicly traded securities.

Generally speaking, restricted securities may be sold only to qualified institutional buyers, or in a privately negotiated
transaction to a limited number of purchasers, or in limited quantities after they have been held for a specified period
of time and other conditions are met pursuant to an exemption from registration, or in a public offering for which a
registration statement is in effect under the Securities Act of 1933. The fund may be deemed to be an "underwriter"
for purposes of the Securities Act of 1933 when selling restricted securities to the public, and in such event the fund
may be liable to purchasers of such securities if the registration statement prepared by the issuer, or the prospectus
forming a part of it, is materially inaccurate or misleading. The SEC Staff currently takes the view that any delegation
by the Trustees of the authority to determine that a restricted security is readily marketable (as described in the
investment restrictions of the funds) must be pursuant to written procedures established by the Trustees and the
Trustees have delegated such authority to Putnam Management.

Real Estate Investment Trusts (REITs). The fund may invest in REITs. REITs are pooled investment vehicles that
invest primarily in either real estate or real estate related loans. Like regulated investment companies such as the fund,
REITs are not taxed on income distributed to shareholders provided that they comply with certain requirements under
the Internal Revenue Code. The fund will indirectly bear its proportionate share of any expenses paid by REITs in
which it invests in addition to the fund's own expenses.

REITs involve certain unique risks in addition to those risks associated with investing in the real estate industry in
general (such as possible declines in the value of real estate, lack of availability of mortgage funds, or extended
vacancies of property). REITs are generally classified as equity REITs, mortgage REITs or a combination of equity
and mortgage REITs. Equity REITs invest the majority of their assets directly in real property and derive income
primarily from the collection of rents. Equity REITs can also realize capital gains by selling properties that have
appreciated in value. Mortgage REITs invest the majority of their assets in real estate mortgages and derive income
from the collection of interest payments. Equity REITs may be affected by changes in the value of the underlying
property owned by the REITs, while mortgage REITs may be affected by the risk of borrower default. REITs, and
mortgage REITs in particular, are also subject to interest rate risk. REITs are dependent upon their operators�
management skills, are generally not diversified (except to the extent the Internal Revenue Code requires), and are
subject to heavy cash flow dependency and the risk of default by borrowers. REITs are also subject to the possibility
of failing to qualify for tax-free pass-through of income under the Code or failing to maintain their exemptions from
registration under the Investment Company Act of 1940. REITs may have limited financial resources, may trade less
frequently and in a limited volume, and may be subject to more abrupt or erratic price movements than more widely
held securities.
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The fund's investment in a REIT may require the fund to accrue and distribute income not yet received or may result
in the fund making distributions that constitute a return of capital to fund shareholders for federal income tax
purposes. In addition, distributions by a fund from REITs will not qualify for the corporate dividends-received
deduction, or, generally, for treatment as qualified dividend income.

Redeemable Securities. Certain securities held by the fund may permit the issuer at its option to "call," or redeem, its
securities. If an issuer were to redeem securities held by the fund during a time of declining interest rates, the fund
may not be able to reinvest the proceeds in securities providing the same investment return as the securities redeemed.

Repurchase Agreements. The fund may enter into repurchase agreements, amounting to not more than 25% of its
total assets. A repurchase agreement is a contract under which the fund acquires a security for a relatively short period
(usually not more than one week) subject to the obligation of the seller to repurchase and the fund to resell such
security at a fixed time and price (representing the fund's cost plus interest). It is the fund's present intention to enter
into repurchase agreements only with commercial banks and registered broker-dealers and only with respect to
obligations of the U.S. government or its agencies or instrumentalities or certain other investment-grade, fixed-income
securities (including, without limitation, certain corporate bonds and notes, commercial paper, mortgage-backed
securities and short-term securities). Repurchase agreements may also be viewed as loans made by the fund which are
collateralized by the securities subject to repurchase. Putnam Management will monitor such transactions to ensure
that the value of the underlying securities will be at least equal at all times to the total amount of the repurchase
obligation, including the interest factor. If the seller defaults, the fund could realize a loss on the sale of the underlying
security to the extent that the proceeds of the sale including accrued interest are less than the resale price provided in
the agreement including interest. In addition, if the seller should be involved in bankruptcy or insolvency proceedings,
the fund may incur delay and costs in selling the underlying security or may suffer a loss of principal and interest if
the fund is treated as an unsecured creditor and required to return the underlying collateral to the seller's estate.

Pursuant to an exemptive order issued by the SEC, the fund may transfer uninvested cash balances into a joint
account, along with cash of other Putnam funds and certain other accounts. These balances may be invested in one or
more repurchase agreements and/or short-term money market instruments.

Securities Loans. The fund may make secured loans of its portfolio securities, on either a short-term or long-term
basis, amounting to not more than 25% of its total assets, thereby realizing additional income. The risks in lending
portfolio securities, as with other extensions of credit, consist of possible delay in recovery of the securities or
possible loss of rights in the collateral should the borrower fail financially. If a borrower defaults, the value of the
collateral may decline before the fund can dispose of it. As a matter of policy, securities loans are made to
broker-dealers pursuant to agreements requiring that the loans be continuously secured by collateral consisting of cash
or short-term debt obligations at least equal at all times to the value of the securities on loan, "marked-to-market"
daily. The borrower pays to the fund an amount equal to any dividends or interest received on securities lent. The fund
retains all or a portion of the interest received on investment of the cash collateral or receives a fee from the borrower.
Although voting rights, or rights to consent, with respect to the loaned securities may pass to the
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borrower, the fund retains the right to call the loans at any time on reasonable notice, and it will do so to enable the
fund to exercise voting rights on any matters materially affecting the investment. The fund may also call such loans in
order to sell the securities. The fund may pay fees in connection with arranging loans of its portfolio securities.

Securities of Other Investment Companies. Securities of other investment companies, including shares of open- and
closed-end investment companies and unit investment trusts (which may include exchange-traded funds (�ETFs�)),
represent interests in collective investment portfolios that, in turn, invest directly in underlying instruments. The fund
may invest in other investment companies when it has more uninvested cash than Putnam Management believes is
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advisable, when it receives cash collateral from securities lending arrangements, when there is a shortage of direct
investments available, or when Putnam Management believes that investment companies offer attractive values.

Investment companies may be structured to perform in a similar fashion to a broad-based securities index or may
focus on a particular strategy or class of assets. ETFs typically seek to track the performance or dividend yield of
specific indexes or companies in related industries. These indexes may be broad-based, sector-based or international.
Investing in investment companies involves substantially the same risks as investing directly in the underlying
instruments, but also involves expenses at the investment company-level, such as portfolio management fees and
operating expenses. These expenses are in addition to the fees and expenses of the fund itself, which may lead to
duplication of expenses while the fund owns another investment company�s shares. In addition, investing in investment
companies involves the risk that they will not perform in exactly the same fashion, or in response to the same factors,
as the underlying instruments or index. To the extent the fund invests in other investment companies that are
professionally managed, its performance will also depend on the investment and research abilities of investment
managers other than Putnam Management.

Open-end investment companies typically offer their shares continuously at net asset value plus any applicable sales
charge and stand ready to redeem shares upon shareholder request. The shares of certain other types of investment
companies, such as ETFs and closed-end investment companies, typically trade on a stock exchange or
over-the-counter at a premium or a discount to their net asset value. In the case of closed-end investment companies,
the number of shares is typically fixed. The securities of closed-end investment companies and ETFs carry the risk
that the price the fund pays or receives may be higher or lower than the investment company�s net asset value. ETFs
and closed-end investment companies are also subject to certain additional risks, including the risks of illiquidity and
of possible trading halts due to market conditions or other reasons, based on the policies of the relevant exchange. The
shares of investment companies, particularly closed-end investment companies, may also be leveraged, which would
increase the volatility of the fund�s net asset value.

The extent to which the fund can invest in securities of other investment companies, including ETFs, is generally
limited by federal securities laws.

Short-term Trading. In seeking the fund's objective(s), Putnam Management will buy or sell portfolio securities
whenever Putnam Management believes it appropriate to do so. From time to time the fund will buy securities
intending to seek short-term trading profits. A change in the securities held by the fund is known as "portfolio
turnover" and generally involves some expense
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to the fund. This expense may include brokerage commissions or dealer markups and other transaction costs on both
the sale of securities and the reinvestment of the proceeds in other securities. If sales of portfolio securities cause the
fund to realize net short-term capital gains, such gains will be taxable as ordinary income. As a result of the fund's
investment policies, under certain market conditions the fund's portfolio turnover rate may be higher than that of other
mutual funds. Portfolio turnover rate for a fiscal year is the ratio of the lesser of purchases or sales of portfolio
securities to the monthly average of the value of portfolio securities --excluding securities whose maturities at
acquisition were one year or less. The fund's portfolio turnover rate is not a limiting factor when Putnam Management
considers a change in the fund's portfolio.

Special Purpose Acquisition Companies. The fund may invest in stock, warrants, and other securities of special
purpose acquisition companies (�SPACs�) or similar special purpose entities that pool funds to seek potential acquisition
opportunities. Unless and until an acquisition is completed, a SPAC generally invests its assets (less a portion retained
to cover expenses) in U.S. Government securities, money market securities and cash; if an acquisition that meets the
requirements for the SPAC is not completed within a pre-established period of time, the invested funds are returned to

Edgar Filing: PUTNAM MANAGED MUNICIPAL INCOME TRUST - Form N-14 8C/A

131



the entity�s shareholders. Because SPACs and similar entities are in essence blank check companies without an
operating history or ongoing business other than seeking acquisitions, the value of their securities is particularly
dependent on the ability of the entity�s management to identify and complete a profitable acquisition. Some SPACs
may pursue acquisitions only within certain industries or regions, which may increase the volatility of their prices. In
addition, these securities, which are typically traded in the over-the-counter market, may be considered illiquid and/or
be subject to restrictions on resale.

Structured investments. A structured investment is a security having a return tied to an underlying index or other
security or asset class. Structured investments generally are individually negotiated agreements and may be traded
over-the-counter. Structured investments are organized and operated to restructure the investment characteristics of
the underlying security. This restructuring involves the deposit with or purchase by an entity, such as a corporation or
trust, or specified instruments (such as commercial bank loans) and the issuance by that entity or one or more classes
of securities (�structured securities�) backed by, or representing interests in, the underlying instruments. The cash flow
on the underlying instruments may be apportioned among the newly issued structured securities to create securities
with different investment characteristics, such as varying maturities, payment priorities and interest rate provisions,
and the extent of such payments made with respect to structured securities is dependent on the extent of the cash flow
on the underlying instruments. Because structured securities typically involve no credit enhancement, their credit risk
generally will be equivalent to that of the underlying instruments. Investments in structured securities are generally of
a class of structured securities that is either subordinated or unsubordinated to the right of payment of another class.
Subordinated structured securities typically have higher yields and present greater risks than unsubordinated
structured securities. Structured securities are typically sold in private placement transactions, and there currently is no
active trading market for structured securities. Investments in government and government-related and restructured
debt instruments are subject to special risks, including the inability or unwillingness to repay principal and interest,
requests to reschedule or restructure outstanding debt and requests to extend additional loan amounts.
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Swap Agreements. The fund may enter into swap agreements and other types of over-the-counter transactions such as
caps, floors and collars with broker-dealers or other financial institutions for hedging or investment purposes. A swap
involves the exchange by the fund with another party of their respective commitments to pay or receive cash flows,
e.g., an exchange of floating rate payments for fixed-rate payments. The purchase of a cap entitles the purchaser, to
the extent that a specified index or other underlying financial measure exceeds a predetermined value, to receive
payments on a notional principal amount from the party selling the cap. The purchase of a floor entitles the purchaser,
to the extent that a specified index or other underlying financial measure falls or other underlying measure below a
predetermined value, to receive payments on a notional principal amount from the party selling the floor. A collar
combines elements of a cap and a floor.

Swap agreements and similar transactions can be individually negotiated and structured to include exposure to a
variety of different types of investments or market factors. Depending on their structures, swap agreements may
increase or decrease the fund's exposure to long-or short-term interest rates (in the United States or abroad), foreign
currency values, mortgage securities, corporate borrowing rates, or other factors such as security prices, inflation rates
or the volatility of an index or one or more securities. For example, if the fund agrees to exchange payments in U.S.
dollars for payments in a non-U.S. currency, the swap agreement would tend to decrease the fund's exposure to U.S.
interest rates and increase its exposure to that non-U.S. currency and interest rates. The fund may also engage in total
return swaps, in which payments made by the fund or the counterparty are based on the total return of a particular
reference asset or assets (such as an equity or fixed-income security, a combination of such securities, or an index).
The value of the fund's swap positions would increase or decrease depending on the changes in value of the
underlying rates, currency values, volatility or other indices or measures. Caps and floors have an effect similar to
buying or writing options. Depending on how they are used, swap agreements may increase or decrease the overall
volatility of a fund�s investments and its share price. The fund's ability to engage in certain swap transactions may be
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limited by tax considerations.

The fund�s ability to realize a profit from such transactions will depend on the ability of the financial institutions with
which it enters into the transactions to meet their obligations to the fund. If a counterparty's creditworthiness declines,
the value of the agreement would be likely to decline, potentially resulting in losses. If a default occurs by the other
party to such transaction, the fund will have contractual remedies pursuant to the agreements related to the transaction,
which may be limited by applicable law in the case of a counterparty's insolvency. Under certain circumstances,
suitable transactions may not be available to the fund, or the fund may be unable to close out its position under such
transactions at the same time, or at the same price, as if it had purchased comparable publicly traded securities.

The fund may also enter into options on swap agreements ("swaptions"). A swaption is a contract that gives a
counterparty the right (but not the obligation) to enter into a new swap agreement or to shorten, extend, cancel or
otherwise modify an existing swap agreement, at some designated future time on specified terms. The fund may write
(sell) and purchase put and call swaptions to the same extent it may make use of standard options on securities or
other instruments. Swaptions are generally subject to the same risks involved in the fund�s use of options. See �Options
on Securities.�
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The fund may enter into credit default swap contracts for investment purposes. As the seller in a credit default swap
contract, the fund would be required to pay the par (or other agreed-upon) value of a referenced debt obligation to the
counterparty in the event of a default by a third party, such as a U.S. or non-U.S. corporate issuer, on the debt
obligation. Credit default swaps may also be structured based on the debt of a basket of issuers, rather than a single
issuer, and may be customized with respect to the default event that triggers purchase or other factors (for example,
the Nth default within a basket, or defaults by a particular combination of issuers within the basket, may trigger a
payment obligation). In return for its obligation, the fund would receive from the counterparty a periodic stream of
payments over the term of the contract provided that no event of default has occurred. If no default occurs, the fund
would keep the stream of payments and would have no payment obligations. As the seller, the fund would be subject
to investment exposure on the notional amount of the swap.

The fund may also purchase credit default swap contracts in order to hedge against the risk of default of the debt of a
particular issuer or basket of issuers, in which case the fund would function as the counterparty referenced in the
preceding paragraph. This would involve the risk that the investment may expire worthless and would only generate
income in the event of an actual default by the issuer(s) of the underlying obligation(s) (or, as applicable, a credit
downgrade or other indication of financial instability). It would also involve the risk that the seller may fail to satisfy
its payment obligations to the fund in the event of a default. The purchase of credit default swaps involves costs,
which will reduce the fund�s return.

Warrants. The fund may invest in warrants, which are instruments that give the fund the right to purchase certain
securities from an issuer at a specific price (the "strike price") for a limited period of time. The strike price of warrants
typically is much lower than the current market price of the underlying securities, yet they are subject to similar price
fluctuations. As a result, warrants may be more volatile investments than the underlying securities and may offer
greater potential for capital appreciation as well as capital loss. Warrants do not entitle a holder to dividends or voting
rights with respect to the underlying securities and do not represent any rights in the assets of the issuing company.
Also, the value of the warrant does not necessarily change with the value of the underlying securities and a warrant
ceases to have value if it is not exercised prior to the expiration date. These factors can make warrants more
speculative than other types of investments.

In addition to warrants on securities, the fund may purchase put warrants and call warrants whose values vary
depending on the change in the value of one or more specified securities indices ("index warrants"). Index warrants
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are generally issued by banks or other financial institutions and give the holder the right, at any time during the term
of the warrant, to receive upon exercise of the warrant a cash payment from the issuer based on the value of the
underlying index at the time of exercise. In general, if the value of the underlying index rises above the exercise price
of the index warrant, the holder of a call warrant will be entitled to receive a cash payment from the issuer upon
exercise based on the difference between the value of the index and the exercise price of the warrant; if the value of
the underlying index falls, the holder of a put warrant will be entitled to receive a cash payment from the issuer upon
exercise based on the difference between the exercise price of the warrant and the value of the index. The holder of a
warrant would not be entitled to any payments from the issuer at any time when, in the case of a call warrant, the
exercise price is greater than the value of the underlying index, or, in the case of a put warrant, the exercise price is
less than the value of the underlying index. If the fund were
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not to exercise an index warrant prior to its expiration, then the fund would lose the amount of the purchase price paid
by it for the warrant.

The fund will normally use index warrants in a manner similar to its use of options on securities indices. The risks of
the fund's use of index warrants are generally similar to those relating to its use of index options. Unlike most index
options, however, index warrants are issued in limited amounts and are not obligations of a regulated clearing agency,
but are backed only by the credit of the bank or other institution which issues the warrant. Also, index warrants
generally have longer terms than index options. Index warrants are not likely to be as liquid as certain index options
backed by a recognized clearing agency. In addition, the terms of index warrants may limit the fund's ability to
exercise the warrants at such time, or in such quantities, as the fund would otherwise wish to do.

Zero-coupon and Payment-in-kind Bonds. The fund may invest without limit in so-called "zero-coupon" bonds and
"payment-in-kind" bonds. Zero-coupon bonds are issued at a significant discount from their principal amount in lieu
of paying interest periodically. Payment-in-kind bonds allow the issuer, at its option, to make current interest
payments on the bonds either in cash or in additional bonds. Because zero-coupon and payment-in-kind bonds do not
pay current interest in cash, their value is subject to greater fluctuation in response to changes in market interest rates
than bonds that pay interest currently. Both zero-coupon and payment-in-kind bonds allow an issuer to avoid the need
to generate cash to meet current interest payments. Accordingly, such bonds may involve greater credit risks than
bonds paying interest currently in cash. The fund is required to accrue interest income on such investments and to
distribute such amounts at least annually to shareholders even though such bonds do not pay current interest in cash.
Thus, it may be necessary at times for the fund to liquidate other investments in order to satisfy its distribution
requirements under the Internal Revenue Code.

TAXES

The following discussion of U.S. federal income tax consequences is based on the Internal Revenue Code of 1986, as
amended (the �Code�), existing U.S. Treasury regulations, and other applicable authority, as of the date of this SAI.
These authorities are subject to change by legislative or administrative action, possibly with retroactive effect. The
following discussion is only a summary of some of the important U.S. federal tax considerations generally applicable
to investments in each fund. There may be other tax considerations applicable to particular shareholders. Shareholders
should consult their own tax advisers regarding their particular situation and the possible application of foreign, state
and local tax laws.

Taxation of the fund. The fund intends to qualify each year as a regulated investment company under Subchapter M
of the Code. In order to qualify for the special tax treatment accorded regulated investment companies and their
shareholders, each fund must, among other things:
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(a) derive at least 90% of its gross income for each taxable year from (i) dividends, interest, payments with respect to
certain securities loans, and gains from the sale of stock, securities and foreign currencies, or other income (including
but not limited to gains from options, futures, or forward contracts) derived with respect to its business of investing in
such stock, securities, or currencies, and (ii) net income from interests in �qualified publicly traded partnerships� (as
defined below);
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(b) diversify its holdings so that, at the end of each quarter of the fund�s taxable year, (i) at least 50% of the market
value of the fund�s total assets is represented by cash and cash items, U.S. Government securities, securities of other
regulated investment companies, and other securities limited in respect of any one issuer to a value not greater than
5% of the value of the fund�s total assets and not more than 10% of the outstanding voting securities of such issuer, and
(ii) not more than 25% of the value of the fund�s total assets is invested (x) in the securities (other than those of the
U.S. Government or other regulated investment companies) of any one issuer or of two or more issuers which the fund
controls and which are engaged in the same, similar, or related trades or businesses, or (y) in the securities of one or
more qualified publicly traded partnerships (as defined below). In the case of the fund�s investments in loan
participations, the fund shall treat a financial intermediary as an issuer for the purposes of meeting this diversification
requirement; and

(c) distribute with respect to each taxable year at least 90% of the sum of its investment company taxable income (as
that term is defined in the Code without regard to the deduction for dividends paid�generally, taxable ordinary income
and the excess, if any, of net short-term capital gains over net long-term capital losses) and net tax-exempt interest
income, for such year.

In general, for purposes of the 90% gross income requirement described in (i) (a) above, income derived from a
partnership will be treated as qualifying income only to the extent such income is attributable to items of income of
the partnership which would be qualifying income if realized by the regulated investment company. However, 100%
of the net income of a regulated investment company derived from an interest in a �qualified publicly traded
partnership� (defined as a partnership (i) interests in which are traded on an established securities market or readily
tradable on a secondary market or the substantial equivalent thereof and (ii) that derives less than 90% of its income
from the qualifying income described in paragraph (a) above) will be treated as qualifying income. In addition,
although in general the passive loss rules of the Code do not apply to regulated investment companies, such rules do
apply to a regulated investment company with respect to items attributable to an interest in a qualified publicly traded
partnership. Finally, for purposes of paragraph (b) above, the term �outstanding voting securities of such issuer� will
include the equity securities of a qualified publicly traded partnership.

If the fund qualifies as a regulated investment company that is accorded special tax treatment, the fund will not be
subject to federal income tax on income distributed in a timely manner to its shareholders in the form of dividends
(including Capital Gain Dividends, as defined below).

If the fund were to fail to qualify as a regulated investment company accorded special tax treatment in any taxable
year, the fund would be subject to tax on its taxable income at corporate rates, and all distributions from earnings and
profits, including any distributions of net tax-exempt income and net long-term capital gains, would be taxable to
shareholders as ordinary income. In addition, the fund could be required to recognize unrealized gains, pay substantial
taxes and interest and make substantial distributions before requalifying as a regulated investment company that is
accorded special tax treatment.

If the fund fails to distribute in a calendar year substantially all of its ordinary income for such year and substantially
all of its capital gain net income for the one-year period ending October 31 (or later if the fund is permitted so to elect
and so elects), plus any retained amount from the prior year, the fund will be subject to a 4% excise tax on the
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undistributed amounts. A dividend
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paid to shareholders by the fund in January of a year generally is deemed to have been paid by the fund on December
31 of the preceding year, if the dividend was declared and payable to shareholders of record on a date in October,
November or December of that preceding year. The fund intends generally to make distributions sufficient to avoid
imposition of the 4% excise tax.

Fund distributions. Distributions from the fund (other than exempt-interest dividends, as discussed below) will be
taxable to shareholders as ordinary income to the extent derived from the fund�s investment income and net short-term
capital gains. Properly designated distributions of net capital gains (that is, the excess of net gains from the sale of
capital assets held by the fund for more than one year over net losses from the sale of capital assets held for not more
than one year) (�Capital Gain Dividends�) will be taxable to shareholders as such, regardless of how long a shareholder
has held the shares in the fund.

Distributions of investment income designated by the fund as derived from "qualified dividend income" are taxed at
rates applicable to long-term capital gain in taxable years beginning before January 1, 2011; however, the fund does
not expect a significant portion of fund distributions to be derived from qualified dividend income.

Long-term capital gain rates applicable to individuals have been temporarily reduced�in general, to 15% with lower
rates applying to taxpayers in the 10% and 15% rate brackets� for taxable years beginning before January 1, 2011.

Exempt-interest dividends. The fund will be qualified to pay exempt-interest dividends to its shareholders only if, at
the close of each quarter of the fund�s taxable year, at least 50% of the total value of the fund�s assets consists of
obligations the interest on which is exempt from federal income tax. Distributions that the fund properly designates as
exempt-interest dividends are treated as interest excludable from shareholders� gross income for federal income tax
purposes but may be taxable for federal AMT purposes and for state and local purposes. If the fund intends to qualify
to pay exempt-interest dividends, the fund may be limited in its ability to enter into taxable transactions involving
forward commitments, repurchase agreements, financial futures and options contracts on financial futures, tax-exempt
bond indices and other assets.

Part or all of the interest on indebtedness, if any, incurred or continued by a shareholder to purchase or carry shares of
the fund paying exempt-interest dividends is not deductible. The portion of interest that is not deductible is equal to
the total interest paid or accrued on the indebtedness, multiplied by the percentage of the fund�s total distributions (not
including distributions from net long-term capital gains) paid to the shareholder that are exempt-interest dividends.
Under rules used by the Internal Revenue Service to determine when borrowed funds are considered used for the
purpose of purchasing or carrying particular assets, the purchase of shares may be considered to have been made with
borrowed funds even though such funds are not directly traceable to the purchase of shares.

In general, exempt-interest dividends, if any, attributable to interest received on certain private activity obligations and
certain industrial development bonds will not be tax-exempt to any shareholders who are �substantial users� of the
facilities financed by such obligations or bonds or who are �related persons� of such substantial users.
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If, as expected, the fund is qualified to pay exempt-interest dividends will inform investors within 60 days of the fund�s
fiscal year-end of the percentage of its income distributions designated as tax-exempt. The percentage is applied
uniformly to all distributions made during the year. The percentage of income designated as tax-exempt for any
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particular distribution may be substantially different from the percentage of the fund�s income that was tax-exempt
during the period covered by the distribution.

A fund that has two or more classes of stock is required to allocate to each such class proportionate amounts of each
type of its income (such as tax-exempt income) based upon the percentage of total dividends distributed to each class
for the tax year. Accordingly, the fund intends each year to designate dividends paid as exempt-interest dividends in a
manner that allocates such dividends between or among its common shares and any series of its preferred shares in
proportion to the total dividends paid to each class with respect to such tax year. Long-term capital gain distributions
and other income subject to regular federal income tax will similarly be allocated between or among the two (or more)
classes.

Exempt-interest dividends may be taxable for purposes of the federal AMT. For individual shareholders,
exempt-interest dividends that are derived from interest on private activity bonds that are issued after August 7, 1986
(other than a �qualified 501(c)(3) bond,� as such term is defined in the Code) generally must be included in an
individual�s tax base for purposes of calculating the shareholder�s liability for federal AMT. Corporate shareholders
will be required to include all exempt-interest dividends in determining their federal AMT. The AMT calculation for
corporations is based, in part, on a corporation�s earnings and profits for the year. A corporation must include all
exempt-interest dividends in calculating its earnings and profits for the year.

Derivative transactions. If the fund engages in derivative transactions, including transactions in options, futures
contracts, straddles, and other similar transactions, including for hedging purposes, it will be subject to special tax
rules (including constructive sale, mark-to-market, straddle, wash sale, and short sale rules), the effect of which may
be to accelerate income to the fund, defer losses to the fund, cause adjustments in the holding periods of the fund�s
securities, convert long-term capital gains into short-term capital gains or convert short-term capital losses into
long-term capital losses. These rules could therefore affect the amount, timing and character of distributions to
shareholders. The fund may make any applicable elections pertaining to such transactions consistent with the interests
of the fund.

Certain of the fund�s derivative activities (including its transactions, if any, in foreign currencies or foreign
currency-denominated instruments) are likely to produce a difference between its book income and its taxable income.
If the fund�s book income exceeds its taxable income, the distribution (if any) of such excess will be treated as (i) a
dividend to the extent of the fund�s remaining earnings and profits (including earnings and profits arising from
tax-exempt income), (ii) thereafter as a return of capital to the extent of the recipient�s basis in the shares, and (iii)
thereafter as gain from the sale or exchange of a capital asset. If the fund�s book income is less than its taxable income
(or, for tax-exempt funds, the sum of its net tax-exempt and taxable income), the fund could be required to make
distributions exceeding book income to qualify as a regulated investment company that is accorded special tax
treatment and to eliminate fund-level income tax.
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In general, 40% of the gain or loss arising from the closing out of a futures contract traded on an exchange approved
by the CFTC is treated as short-term gain or loss, and 60% is treated as long-term gain or loss.

The fund�s expenses attributable to earning tax-exempt income (including the interest on any indebtedness incurred or
continued to purchase or carry tax-exempt bonds) do not reduce its current earnings and profits; therefore,
distributions in excess of the sum of the fund�s net tax-exempt and taxable income may be treated as taxable dividends
to the extent of the fund�s remaining earnings and profits (which provides the measure of the fund�s dividend-paying
capacity for tax purposes). Distributions in excess of the sum of the fund�s net tax-exempt and taxable income could
occur, for example, if the fund�s book income exceeded the sum of its net tax-exempt and taxable income. Differences
in the fund�s book income and its net tax-exempt and taxable income may arise from certain of the fund�s hedging and
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investment activities.

Return of capital distributions. If the fund makes a distribution to you in excess of its current and accumulated
�earnings and profits� in any taxable year, the excess distribution will be treated as a return of capital to the extent of
your tax basis in your shares, and thereafter as capital gain. A return of capital is not taxable, but it reduces your tax
basis in your shares, thus reducing any loss or increasing any gain on a subsequent taxable disposition by you of your
shares.

Dividends and distributions on the fund�s shares are generally subject to federal income tax as described herein to the
extent they do not exceed the fund�s realized income and gains, even though such dividends and distributions may
economically represent a return of a particular shareholder�s investment. Such distributions are likely to occur in
respect of shares purchased at a time when the fund�s net asset value reflects gains that are either unrealized, or
realized but not distributed. Distributions are taxable to a shareholder even if they are paid from income or gains
earned by the fund prior to the shareholder�s investment (and thus included in the price paid by the shareholder).

Securities issued or purchased at a discount. The fund�s investment in securities issued at a discount and certain
other obligations will (and investments in securities purchased at a discount may) require the fund to accrue and
distribute income not yet received. In order to generate sufficient cash to make the requisite distributions, the fund
may be required to sell securities in its portfolio that it otherwise would have continued to hold.

Capital loss carryover. Distributions from capital gains are generally made after applying any available capital loss
carryovers. The amounts and expiration dates of any capital loss carryovers available to the fund are shown in Note 1
(Federal income taxes) to the financial statements included in this SAI or incorporated by reference into this SAI.

Sale or redemption of shares. The sale, exchange or redemption of fund shares may give rise to a gain or loss. In
general, any gain or loss realized upon a taxable disposition of shares will be treated as long-term capital gain or loss
if the shares have been held for more than 12 months. Otherwise the gain or loss on the sale, exchange or redemption
of fund shares will be treated as short-term capital gain or loss. However, if a shareholder sells shares at a loss within
six months of purchase, any loss will be disallowed for federal income tax purposes to the extent of any
exempt-interest dividends received on such shares. In addition, any loss (not already disallowed
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as provided in the preceding sentence) realized upon a taxable disposition of shares held for six months or less will be
treated as long-term, rather than short-term, to the extent of any Capital Gain Dividends received by the shareholder
with respect to the shares. All or a portion of any loss realized upon a taxable disposition of fund shares will be
disallowed if other shares of the same fund are purchased within 30 days before or after the disposition. In such a case,
the basis of the newly purchased shares will be adjusted to reflect the disallowed loss.

From time to time a fund may make a tender offer for its common shares. It is expected that the terms of any such
offer will require a tendering shareholder to tender all common shares and dispose of all preferred shares held, or
considered under certain attribution rules of the Code to be held, by such shareholder. Shareholders who tender all
common shares and dispose of all preferred shares held, or considered to be held, by them will be treated as having
sold their shares and generally will realize a capital gain or loss. If a shareholder tenders fewer than all of its common
shares, or retains a substantial portion of its preferred shares, such shareholder may be treated as having received a
taxable dividend upon the tender of its common shares. In such a case, there is a remote risk that non-tendering
shareholders will be treated as having received taxable distributions from the fund. Likewise, if a fund redeems some
but not all of the preferred shares held by a preferred shareholder and such shareholder is treated as having received a
taxable dividend upon such redemption, there is a remote risk that common shareholders and non-redeeming preferred
shareholders will be treated as having received taxable distributions from the fund. To the extent that a fund
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recognizes net gains on the liquidation of portfolio securities to meet such tenders of common shares, such fund will
be required to make additional distributions to its common shareholders.

Certain investments in REITs. The Fund may invest in REITs that hold residual interests in real estate mortgage
conduits (�REMICs�). Under Treasury regulations that have not yet been issued, but may apply retroactively, a portion
of the Fund�s income from a REIT that is attributable to the REIT�s residual interest in a REMIC (referred to in the
Code as an �excess inclusion�) will be subject to federal income tax in all events. These regulations are also expected to
provide that excess inclusion income of a regulated investment company, such as the Fund, will be allocated to
shareholders of the regulated investment company in proportion to the dividends received by such shareholders, with
the same consequences as if the shareholders held the related REMIC residual interest directly. Dividends paid by
REITs generally will not be eligible to be treated as �qualified dividend income.�

In general, excess inclusion income allocated to shareholders (i) cannot be offset by net operating losses (subject to a
limited exception for certain thrift institutions), (ii) will constitute unrelated business taxable income (�UBTI�) to
entities (including a qualified pension plan, an individual retirement account, a 401(k) plan, a Keogh plan or other
tax-exempt entity) subject to tax on unrelated business income, thereby potentially requiring such an entity that is
allocated excess inclusion income, and otherwise might not be required to file a tax return, to file a tax return and pay
tax on such income, and (iii) in the case of a non-U.S. shareholder, will not qualify for any reduction in U.S. federal
withholding tax. In addition, if at any time during any taxable year a �disqualified organization� (as defined in the Code)
is a record holder of a share in the Fund, then the Fund will be subject to a tax equal to that portion of its excess
inclusion income for the taxable year that is allocable to the disqualified organization, multiplied by the highest
federal income tax rate imposed on corporations. To the extent permitted under the 1940 Act, the Fund may elect to
specially allocate any such tax to the applicable disqualified organization, and thus reduce such shareholder�s
distributions for the year by the amount of the tax that relates to such shareholder�s interest in the Fund. The Funds
have not yet determined whether such an election will be made.

Under current law, the Funds serve to "block" (that is, prevent the attribution to shareholders of) UBTI from being
realized by tax-exempt shareholders. Notwithstanding this "blocking" effect, a tax-exempt shareholder could realize
UBTI by virtue of its investment in the Fund if shares in the Fund constitute debt-financed property in the hands of the
tax-exempt shareholder within the meaning of Code Section 514(b).

In addition, special tax consequences apply to charitable remainder trusts (�CRTs�) that invest in regulated investment
companies that invest directly or indirectly in residual interests in REMICs or in taxable mortgage pools. Under
legislation enacted in December 2006, a charitable remainder trust, as defined in section 664 of the Code, that realizes
UBTI for a taxable year must pay an excise tax annually of an amount equal to such UBTI. Under IRS guidance
issued in November 2006, a CRT will not recognize UBTI solely as a result of investing in the Fund that

recognizes �excess inclusion income� (which is described earlier). Rather, as described above, if at any time during any
taxable year a CRT (or one of certain other tax-exempt shareholders, such as the United States, a state or political
subdivision, or an agency or instrumentality thereof, and certain energy cooperatives) is a record holder of a share in
the Fund that recognizes �excess inclusion income,� then the Fund will be subject to a tax on that portion of its �excess
inclusion income� for the taxable year that is allocable to such shareholders at the highest federal corporate income tax
rate. The extent to which the IRS guidance in respect of CRTs remains applicable in light of the December 2006 CRT
legislation is unclear. To the extent permitted under the 1940 Act, each Fund may elect to specially allocate any such
tax to the applicable CRT, or other shareholder, and thus reduce such shareholder�s distributions for the year by the
amount of the tax that relates to such shareholder�s interest in the Fund. CRTs are urged to consult their tax advisors
concerning the consequences of investing in the Fund.

Shares purchased through tax-qualified plans. Special tax rules apply to investments though defined contribution
plans and other tax-qualified plans. Shareholders should consult their tax advisers to determine the suitability of shares
of a fund as an investment through such plans and the precise effect of an investment on their particular tax situation.

Edgar Filing: PUTNAM MANAGED MUNICIPAL INCOME TRUST - Form N-14 8C/A

139



Backup withholding. The fund generally is required to withhold and remit to the U.S. Treasury a percentage of the
taxable dividends and other distributions paid to any individual shareholder who fails to furnish the fund with a
correct taxpayer identification number (TIN), who has under-reported dividends or interest income, or who fails to
certify to the fund that he or she is not subject to such withholding. Pursuant to recently enacted tax legislation, the
backup withholding rules may also apply to distributions that are properly designated as exempt-interest dividends.
The back-up withholding tax rate is 28% for amounts paid through 2010. This legislation will expire and the back-up
withholding rate will be 31% for amounts paid after December 31, 2010, unless Congress enacts tax legislation
providing otherwise.

In order for a foreign investor to qualify for exemption from the back-up withholding tax rates and for reduced
withholding tax rates under income tax treaties, the foreign investor must comply with special certification and filing
requirements. Foreign investors in a fund should consult their tax advisers in this regard.

Tax shelter reporting regulations. Under U.S. Treasury regulations, if a shareholder realizes a loss on disposition of
fund shares of $2 million or more for an individual shareholder or $10 million or more for a corporate shareholder, the
shareholder must file with the Internal Revenue Service a disclosure statement on Form 8886. Direct shareholders of
portfolio securities are in
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many cases excepted from this reporting requirement, but under current guidance, shareholders of a regulated
investment company are not excepted. Future guidance may extend the current exception from this reporting
requirement to shareholders of most or all regulated investment companies.

Non-U.S. Shareholders. In general, dividends (other than Capital Gain Dividends or exempt-interest dividends) paid
by the fund to a shareholder that is not a �U.S. person� within the meaning of the Code (a �foreign person�) are subject to
withholding of U.S. federal income tax at a rate of 30% (or lower applicable treaty rate) even if they are funded by
income or gains (such as portfolio interest, short-term capital gains, or foreign-source dividend and interest income)
that, if paid to a foreign person directly, would not be subject to withholding. However, for taxable years of the fund
beginning before January 1, 2008, the fund will not be required to withhold any amounts (i) with respect to
distributions (other than distributions to a foreign person (w) that has not provided a satisfactory statement that the
beneficial owner is not a U.S. person, (x) to the extent that the dividend is attributable to certain interest on an
obligation if the foreign person is the issuer or is a 10% shareholder of the issuer, (y) that is within certain foreign
countries that have inadequate information exchange with the United States, or (z) to the extent the dividend is
attributable to interest paid by a person that is a related person of the foreign person and the foreign person is a
controlled foreign corporation) from U.S.-source interest income that would not be subject to U.S. federal income tax
if earned directly by an individual foreign person, to the extent such distributions are properly designated by the fund
(an �interest-related dividend�), and (ii) with respect to distributions (other than distributions to an individual foreign
person who is present in the United States for a period or periods aggregating 183 days or more during the year of the
distribution) of net short-term capital gains in excess of net long-term capital losses, to the extent such distributions
are properly designated by the fund (a �short-term capital gain dividend�). A fund may opt not to designate dividends as
interest-related dividends or short-term capital gain dividends to the full extent permitted by the Code. In addition, as
indicated above, Capital Gain Dividends will not be subject to withholding of U.S. federal income tax.

If a beneficial holder who is a foreign person has a trade or business in the United States, and the dividends are
effectively connected with the conduct by the beneficial holder of a trade or business in the United States, the
dividend will be subject to U.S. federal net income taxation at regular income tax rates.

Under U.S. federal tax law, a beneficial holder of shares who is a foreign person is not, in general, subject to U.S.
federal income tax on gains (and is not allowed a deduction for losses) realized on the sale of shares of the fund or on
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Capital Gain Dividends unless (i) such gain or Capital Gain Dividend is effectively connected with the conduct of a
trade or business carried on by such holder within the United States or (ii) in the case of an individual holder, the
holder is present in the United States for a period or periods aggregating 183 days or more during the year of the sale
or Capital Gain Dividend and certain other conditions are met.

MANAGEMENT

Trustees
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Name, Address1 , Year of Principal Occupation(s) Other Directorships Held by Trustee
Birth, Position(s) Held with During Past 5 Years
Fund and Length of Service
as a Putnam Fund Trustee2

Independent Trustees

Jameson A. Baxter (Born President of Baxter Director of ASHTA Chemicals, Inc., Ryerson Inc. (a

1943), Trustee since 1994 and Associates, Inc., a private metals service corporation), the Mutual Fund Directors

Vice Chairman since 2005 investment firm. Forum and Advocate Health Care. She is Chairman

Emeritus of the Board of Trustees, Mount Holyoke

College, having served as Chairman for five years.

Until 2007, Ms. Baxter was a Director of Banta

Corporation (a printing and supply chain management

company); until 2004, she was a Director of

BoardSource (formerly the National Center for

Nonprofit Boards); and until 2002, she was a Director

of Intermatic Corporation (a manufacturer of energy

control products).

Charles B. Curtis (Born President and Chief Member of the Council on Foreign Relations and

1940), Trustee since 2001 Operating Officer, serves as a Director of Edison International and

Nuclear Threat Initiative Southern California Edison. Until 2006, Mr. Curtis

(a private foundation served as a member of the Trustee Advisory Council of

dealing with national the Applied Physics Laboratory, Johns Hopkins

security issues) and serves University. Until 2003, Mr. Curtis was a Member of

as Senior Advisor to the the Electric Power Research Institute Advisory Council

United Nations and the University of Chicago Board of Governors for

Foundation. Argonne National Laboratory. Prior to 2002, Mr.

Curtis was a Member of the Board of Directors of the

Gas Technology Institute and the Board of Directors of

the Environment and Natural Resources Program

Steering Committee, John F. Kennedy School of

Government, Harvard University. Until 2001, Mr.

Curtis was a Member of the Department of Defense

Policy Board and Director of EG&G Technical

Services, Inc. (a fossil energy research and
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development support company).
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Name, Address1 , Year of Principal Occupation(s) Other Directorships Held by Trustee
Birth, Position(s) Held with During Past 5 Years
Fund and Length of Service
as a Putnam Fund Trustee2

Robert J. Darretta (Born Mr. Darretta serves as Director of UnitedHealth Group (a diversified

1946), Trustee since 2007 Director of UnitedHealth healthcare conglomerate). Until April 2007, Mr.

Group (a diversified Darretta was Vice Chairman of the Board of Directors

healthcare conglomerate). of Johnson & Johnson (a diversified healthcare

Until April 2007, he was conglomerate).

Vice Chairman of the

Board of Directors of

Johnson & Johnson (a

diversified healthcare

conglomerate). Prior to

2007, Mr. Darretta held

several accounting and

finance positions with

Johnson & Johnson,

including Treasurer,

Executive Vice President

and Chief Financial

Officer. Mr. Darretta

received a B.S. in

Economics from

Villanova University.

Myra R. Drucker (Born Ms. Drucker is Chair of Ms. Drucker is an ex-officio member of the New York

1948), Trustee since 2004 the Board of Trustees of Stock Exchange (NYSE) Pension Managers Advisory

Commonfund (a not-for- Committee, having served as Chair for seven years.

profit firm specializing in Until August 31, 2004, Ms. Drucker was Managing

asset management for Director and a member of the Board of Directors of

educational endowments General Motors Asset Management and Chief

and foundations), Vice Investment Officer of General Motors Trust Bank. Ms.

Chair of the Board of Drucker also served as a member of the NYSE

Trustees of Sarah Corporate Accountability and Listing Standards

Lawrence College, and a Committee and the NYSE/NASD IPO Advisory

member of the Investment Committee. Prior to joining General Motors Asset

Committee of the Kresge Management in 2001, Ms. Drucker held various

Foundation (a charitable executive positions in the investment management

trust). She is also a industry. Ms. Drucker served as Chief Investment

director of New York Officer of Xerox Corporation (a technology and service
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Stock Exchange LLC, a company in the document industry), where she was

wholly-owned subsidiary responsible for the investment of the company�s

of the publicly-traded pension assets. Ms. Drucker was also Staff Vice

NYSE Group, Inc., a President and Director of Trust Investments for

director of Interactive International Paper (a paper products, paper

Data Corporation (a distribution, packaging and forest products company)

provider of financial and previously served as Manager of Trust Investments

market data, analytics and for Xerox Corporation.

related services to

financial institutions and

individual investors), and

an advisor to RCM

Capital Management.
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Name, Address1 , Year of Principal Occupation(s) Other Directorships Held by Trustee
Birth, Position(s) Held with During Past 5 Years
Fund and Length of Service
as a Putnam Fund Trustee2

John A. Hill (Born 1942), Vice Chairman, First Director of Devon Energy Corporation and various

Trustee since 1985 and Reserve Corporation (a private companies controlled by First Reserve

Chairman since 2000 private equity buyout firm Corporation, as well as Chairman of TH Lee, Putnam

that specializes in energy Investment Trust (a closed-end investment company

investments in the advised by an affiliate of Putnam Management). He is

diversified world-wide also a Trustee of Sarah Lawrence College.

energy industry).

Paul L. Joskow (Born 1947), Elizabeth and James Director of National Grid plc (a UK-based holding

Trustee since 1997 Killian Professor of company with interests in electric and gas transmission

Economics and and distribution and telecommunications infrastructure)

Management, and and TransCanada Corporation (an energy company

Director of the Center for focused on natural gas transmission and power

Energy and services), and a member of the Board of Overseers of

Environmental Policy the Boston Symphony Orchestra. Prior to June 30,

Research at the 2006, he served as President of the Yale University

Massachusetts Institute of Council and continues to serve as a member of the

Technology. Council. Prior to February 2005, he served on the

board of the Whitehead Institute for Biomedical

Research (a non-profit research institution). Prior to

February 2002, he was a Director of State Farm

Indemnity Company (an automobile insurance

company), and prior to March 2000, he was a Director

of New England Electric System (a public utility

holding company).
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Elizabeth T. Kennan (Born Partner in Cambus- Lead Director of Northeast Utilities. She is a Trustee

1938), Trustee since 1992 Kenneth Farm of National Trust for Historic Preservation, of Centre

(thoroughbred horse and College and of Midway College (in Midway,

cattle breeding). She is Kentucky). Until 2006, she was a Member of The

President Emeritus of Trustees of Reservations. Prior to June 2005, she was

Mount Holyoke College. a Director of Talbots, Inc. (a distributor of women's

apparel). Prior to 2001, Dr. Kennan served on the

oversight committee of the Folger Shakespeare

Library. Prior to September 2000, she was a Director

of Chastain Real Estate; and prior to June 2000, she

was a Director of Bell Atlantic Corp.

Kenneth R. Leibler (Born Founding partner of and Prior to December 2006, Mr. Leibler served as a

1949), Trustee since 2006 advisor to the Boston director of the Optimum Funds Group. Prior to

Options Exchange, an October, 2006 he served as a director of ISO New

electronic marketplace England, the organization responsible for the operation

for the trading of of the electric generation system in the New England

listed derivative states. Prior to 2000, he was a director of the

securities, and Investment Company Institute in Washington, D.C.

lead director of Ruder Prior to January, 2005, Mr. Leibler served as Chairman

Finn Group, a global and Chief Executive Officer of the Boston Stock

communications and Exchange. Prior to January 2000, he served as

advertising firm. He President and Chief Executive Officer of Liberty

currently serves as a Financial Companies, a publicly traded diversified

Trustee of Beth Israel asset management organization. Prior to June 1990, he

Deaconess Hospital in served as President and Chief Operating Officer of the

Boston and as a board American Stock Exchange. Prior to serving as Amex

member of Northeast President, he held the position of Chief Financial

Utilities. Officer, and headed its management and marketing
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Name, Address1 , Year of Principal Occupation(s) Other Directorships Held by Trustee
Birth, Position(s) Held with During Past 5 Years
Fund and Length of Service
as a Putnam Fund Trustee2

operations.

Robert E. Patterson (Born Senior Partner of Cabot Chairman Emeritus and Trustee of the Joslin Diabetes

1945), Trustee since 1984 Properties, L.P. and Center. Prior to December 2001 and June 2003, Mr.

Chairman of Cabot Patterson served as a Trustee of Cabot Industrial Trust

Properties, Inc. (a private and Sea Education Association, respectively.

equity firm investing in

commercial real estate).
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Prior to December 2001,

he was President of Cabot

Industrial Trust (a

publicly traded real estate

investment trust).

W. Thomas Stephens (Born Chairman and Chief Director of TransCanada Pipelines Limited. Until

1942), Trustee since 1997 Executive Officer of 2004, Mr. Stephens was a Director of Xcel Energy

Boise Cascade, L.L.C. (a Incorporated (a public utility company), Qwest

paper, forest product and Communications and Norske Canada, Inc. (a paper

timberland assets manufacturer). Until 2003, Mr. Stephens was a

company). Director of Mail-Well, Inc. (a diversified printing

company). Prior to July 2001, Mr. Stephens was

Chairman of Mail-Well.

Richard B. Worley (Born Managing Partner of Serves as a Trustee of the University of Pennsylvania

1945), Trustee since 2004 Permit Capital LLC (an Medical Center, the Robert Wood Johnson Foundation

investment management (a philanthropic organization devoted to healthcare

firm). Prior to 2002, he issues) and the National Constitution Center. Mr.

served as Chief Strategic Worley also serves as a Director of the Colonial

Officer of Morgan Williamsburg Foundation (a historical preservation

Stanley Investment organization) and the Philadelphia Orchestra

Management. He Association. He serves on the investment committees

previously served as of Mount Holyoke College and World Wildlife Fund (a

President, Chief wildlife conservation organization).

Executive Officer and

Chief Investment Officer

of Morgan Stanley Dean

Witter Investment

Management and as a

Managing Director of

Morgan Stanley (a

financial services firm).

George Putnam III (Born Chairman of New Director of The Boston Family Office, L.L.C. (a

1951), Trustee since 1984 Generation Research, Inc. registered investment advisor), and a Trustee of St.

(a publisher of financial Mark�s Schoo. Until 2006, Mr. Putnam was a Trustee

advisory and other of Shore Country Day School. Until 2002, he was a

research services) and Trustee of the Sea Education Association.

President of New

Generation Advisers, Inc.

(a registered investment

adviser to private funds).

Both firms he founded in

1986. Prior to June 2007,

Mr. Putnam was President

of the Putnam Funds.
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Interested Trustees

*Charles E. Haldeman, Jr. President and Chief Serves on the Board of Governors of the Investment

(Born 1948), Trustee since Executive Officer of Company Institute and as Chair of the Board of

2004 and President since June Putnam, LLC (�Putnam Trustees of Dartmouth College. Mr. Haldeman serves

2007 Investments�). Member of on the Partners HealthCare Investment Committee, the

Putnam Investments� Tuck School of Business at Dartmouth College Board

Executive Board of of Overseers, and the Harvard Business School Board

Directors and Advisory of Dean's Advisors.

Council. Prior to

November 2003, Mr.

Haldeman served as Co-
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Name, Address1 , Year of Principal Occupation(s) Other Directorships Held by Trustee
Birth, Position(s) Held with During Past 5 Years
Fund and Length of Service
as a Putnam Fund Trustee2

Head of Putnam

Investments� Investment

Division. Prior to joining

Putnam Investments in

2002, he served as Chief

Executive Officer of

Delaware Investments and

President and Chief

Operating Officer of

United Asset

Management.

1The address of each Trustee is One Post Office Square, Boston, MA 02109. As of December 31, 2006, there were 107 Putnam Funds.

2Each Trustee serves for an indefinite term, until his or her resignation, retirement at age 72, death or removal.

*Trustees who are or may be deemed to be �interested persons� (as defined in the Investment Company Act of 1940) of the fund, Putnam
Management or Putnam Retail Management Limited Partnership (�Putnam Retail Management�). Mr. Haldeman is deemed an �interested person�
by virtue of his position as officer of the fund or Putnam Management or Putnam Retail Management. Charles E. Haldeman, Jr. is President and
Chief Executive Officer of Putnam Investments and the President of the funds and each of the other Putnam funds.

Officers
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In addition to Charles E. Haldeman, Jr., each fund's President, the other officers of the funds are shown below. All of
the officers of the funds are employees of Putnam Management or its affiliates or are members of the Trustees'
independent administrative staff.
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Name, Address1 , Length of Principal Occupation(s) During Past 5 Years and Position(s) with
Year of Birth and Service with the Fund's Investment Adviser and Distributor3

Position(s) Held with Putnam Funds2

Fund

Charles E. Porter4 Since 1989 Executive Vice President, Associate Treasurer and Principal

(Born 1938), Executive Officer, The Putnam Funds.

Executive Vice

President, Principal

Executive Officer,

Associate Treasurer

and Compliance

Liaison

Jonathan S. Horwitz4 Since 2004 Senior Vice President and Treasurer, The Putnam Funds. Prior to

(Born 1955), Senior 2004, Managing Director, Putnam Investments.

Vice President and

Treasurer

Steven D. Krichmar Since 2002 Senior Managing Director, Putnam Investments. Prior to 2001,

(Born 1958), Vice Partner, PricewaterhouseCoopers LLP.

President and

Principal Financial

Officer

Janet C. Smith (Born Since 2007 Managing Director, Putnam Investments, Putnam Management.

1965), Vice President,

Assistant Treasurer

and Principal

Accounting Officer

Beth S. Mazor (Born Since 2002 Managing Director, Putnam Investments.

1958), Vice President

Robert R. Leveille Since 2007 Managing Director, Putnam Investments, Putnam Management and

(Born 1969), Vice Putnam Retail Management. Prior to 2005, Mr. Leveille was a
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President and Chief member of Bell Boyd & Lloyd LLC, and prior to 2003, he was Vice

Compliance Officer President and Senior Counsel of Liberty Funds Group LLC.

Mark C. Trenchard Since 2002 Managing Director, Putnam Investments.

(Born 1962), Vice

President and BSA

Compliance Officer

Francis J. Since 2004 Senior Managing Director, Putnam Investments, Putnam

McNamara, III (Born Management and Putnam Retail Management. Prior to 2004, Mr.

1955), Vice President McNamara was General Counsel of State Street Research &

and Chief Legal Management Company.

Officer

James P. Pappas Since 2004 Managing Director, Putnam Investments. During 2002, Mr. Pappas

(Born 1953), Vice was Chief Operating Officer of Atalanta/Sosnoff Management

President Corporation. Prior to 2001, he was President and Chief Executive

Officer of UAM Investment Services, Inc.
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Name, Address1 , Length of Principal Occupation(s) During Past 5 Years and Position(s) with
Year of Birth and Service with the Fund's Investment Adviser and Distributor3

Position(s) Held with Putnam Funds2

Fund

Richard S. Robie, III Since 2004 Senior Managing Director, Putnam Investments. Prior to 2003, Mr.

(Born 1960), Vice Robie was Senior Vice President of United Asset Management

President Corporation.

Judith Cohen4 (Born Since 1993 Vice President, Clerk and Assistant Treasurer, The Putnam Funds.

1945), Vice President,

Clerk and Assistant

Treasurer

Wanda M. Since 1993 Vice President, Senior Associate Treasurer and Assistant Clerk, The

McManus4 (Born Putnam Funds.

1947), Vice President,
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Senior Associate

Treasurer and

Assistant Clerk

Nancy E. Florek4 Since 2000 Vice President, Assistant Clerk, Assistant Treasurer and Proxy

(Born 1957), Vice Manager, The Putnam Funds.

President, Assistant

Clerk, Assistant

Treasurer and Proxy

Manager

Susan G. Malloy Since 2007 Managing Director, Putnam Investments.

(Born 1957), Vice

President and

Assistant Treasurer

1The address of each Officer is One Post Office Square, Boston, MA 02109.

2Each officer serves for an indefinite term, until his or her resignation, retirement, death or removal.

3Prior positions and/or officer appointments with the fund or the fund�s investment adviser and distributor have been omitted.

4Officers of each fund who are members of the Trustees� independent administrative staff. Compensation for these individuals is fixed by the
Trustees and reimbursed to Putnam Management.

Except as stated above, the principal occupations of the officers and Trustees for the last five years have been with the employers as shown
above, although in some cases they have held different positions with such employers.

Standing Committees of the Board of Trustees

Audit and Compliance Committee. The Audit and Compliance Committee provides oversight on matters relating to
the preparation of the funds� financial statements, compliance matters and Codes of Ethics issues. This oversight is
discharged by regularly meeting with management and the funds� independent auditors and keeping current on industry
developments. Duties of this Committee also include the review and evaluation of all matters and relationships
pertaining to the funds� independent auditors, including their independence. The members of the Committee include
only Trustees who are not �interested persons� of the funds or Putnam Management. Each member of the Committee
also is �independent,� as such term is interpreted for purposes of

- 62 -

Rule 10A-3(b)(1) of the Securities Exchange Act of 1934, as amended, and the listing standards of the New York
Stock Exchangee. The Board of Trustees has adopted a written charter for the Committee. The Committee currently
consists of Messrs. Patterson (Chairperson), Darretta, Hill, Leibler and Stephens and Ms. Drucker.

Board Policy and Nominating Committee. The Board Policy and Nominating Committee reviews matters pertaining
to the operations of the Board of Trustees and its Committees, the compensation of the Trustees and their staff and the
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conduct of legal affairs for the funds. The Committee evaluates and recommends all candidates for election as
Trustees and recommends the appointment of members and chairs of each board committee. The Committee will
consider nominees for Trustee recommended by shareholders of a fund provided that such recommendations are
submitted by the date disclosed in the fund�s proxy statement and otherwise comply with applicable securities laws,
including Rule 14a-8 under the Securities Exchange Act of 1934, as amended. The Committee also reviews policy
matters affecting the operation of the Board and its independent staff. In addition, the Committee oversees the voting
of proxies associated with portfolio investments of the funds with the goal of ensuring that these proxies are voted in
the best interest of the funds� shareholders. The Committee reports to the Trustees and makes recommendations to the
Trustees regarding these matters. The Committee is composed exclusively of Trustees who are not �interested persons�
of the funds or Putnam Management. The Committee currently consists of Dr. Kennan (Chairperson), Ms. Baxter and
Messrs. Hill and Patterson.

Brokerage Committee. The Brokerage Committee reviews the funds' policies regarding the execution of portfolio
trades and Putnam Management's practices and procedures relating to the implementation of those policies. The
Committee reviews periodic reports on the cost and quality of execution of portfolio transactions and the extent to
which brokerage commissions have been used (i) by Putnam Management to obtain brokerage and research services
generally useful to it in managing the portfolios of the funds and of its other clients, and (ii) by the funds to pay for
cetain fund expenses. The Committee currently consists of Drs. Joskow (Chairperson) and Kennan, Ms. Baxter and
Messrs. Curtis, Putnam and Worley.

Contract Committee. The Contract Committee reviews and evaluates at least annually all arrangements pertaining to
(i) the engagement of Putnam Management and its affiliates to provide services to the funds, (ii) the expenditure of the
funds' assets for distribution purposes pursuant to Distribution Plans of the funds, and (iii) the engagement of other
persons to provide material services to the funds, including in particular those instances where the cost of services is
shared between the funds and Putnam Management and its affiliates or where Putnam Management or its affiliates
have a material interest. After review and evaluation, the Committee recommends to the Trustees the proposed
organization of new fund products and proposed structural changes to existing funds. The Committee is composed
exclusively of Trustees who are not �interested persons� of the funds or Putnam Management. The Committee currently
consists of Ms. Baxter (Chairperson), Drs. Joskow and Kennan and Messrs. Curtis, Putnam and Worley.

Distributions Committee. The Distributions Committee oversees all fund distributions. The Committee makes
recommendations to the Trustees of the funds regarding the amount and timing of distributions paid by the funds, and
determines such matters when the Trustees are not in session. The Committee also oversees the policies and
procedures pursuant to which Putnam

- 63 -

Management prepares recommendations for distributions, and meets regularly with representatives of Putnam
Management to review the implementation of such policies and procedures. The Committee currently consists of Ms.
Drucker (Chairperson) and Messrs. Darretta, Hill, Leibler, Patterson and Stephens.

Executive Committee. The functions of the Executive Committee are twofold. The first is to ensure that the funds�
business may be conducted at times when it is not feasible to convene a meeting of the Trustees or for the Trustees to
act by written consent. The Committee may exercise any or all of the power and authority of the Trustees when the
Trustees are not in session. The second is to establish annual and ongoing goals, objectives and priorities for the Board
of Trustees and to ensure coordination of all efforts between the Trustees and Putnam Management on behalf of the
shareholders of the funds. The Committee currently consists of Messrs. Hill (Chairperson), Curtis, Patterson and
Putnam (ex officio), Dr. Joskow and Ms. Baxter.
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Investment Oversight Committees. These Committees regularly meet with investment personnel of Putnam
Management to review the investment performance and strategies of the funds in light of their stated investment
objectives and policies. The Committees seek to identify any compliance issues that are unique to the applicable
categories of funds and work with the appropriate Board committees to ensure that any such issues are properly
addressed. Investment Oversight Committee A currently consists of Messrs. Leibler (Chairperson) and Stephens and
Dr. Joskow. Investment Oversight Committee B currently consists of Messrs. Darretta (Chairperson) Curtis and Hill.
Investment Oversight Committee C currently consists of Messrs. Worley (Chairperson) and Patterson and Ms. Baxter
Investment Oversight Committee D currently consists of Ms. Drucker (Chairperson), Messrs. Haldeman and Putnam
and Dr. Kennan.

Investment Oversight Coordinating Committee. The Investment Oversight Coordinating Committee coordinates
the work of the Investment Oversight Committees and works with representatives of Putnam Management to
coordinate the Board's general oversight of the investment performance of the funds. From time to time, as determined
by the Chairman of the Board, the Committee may also review particular matters relating to fund investments and
Putnam Management's investment process. The Committee currently consists of Ms. Drucker (Chairperson) and
Messrs. Darretta, Leibler and Worley.

Pricing Committee. The Pricing Committee oversees the valuation of assets of the Putnam funds and reviews the
funds� policies and procedures for achieving accurate and timely pricing of the funds� shares. The Committee oversees
implementation of these policies, including fair value determinations of individual securities made by Putnam
Management or other designated agents of the funds. The Committee also oversees compliance by money market
funds with Rule 2a-7, interfund transactions pursuant to Rule 17a-7 and the correction of occasional pricing errors.
The Committee also receives reports on various other matters, including reports on the liquidity of portfolio securities.
The Committee currently consists of Messrs. Leibler (Chairperson) Darretta, Hill, Patterson and Stephens and Ms.
Drucker.

Communications, Service and Marketing Committee. The Communications, Service and Marketing Committee
reviews the quality of services provided to shareholders and oversees the marketing and sale of fund shares by Putnam
Retail Management. The Committee also exercises
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general oversight of marketing and sales communications used by Putnam Retail Management, as well as other
communications sent to fund shareholders, including shareholder reports, prospectuses, proxy statements and other
materials. The Committee reviews periodic summaries of any correspondence to the Trustees from shareholders. The
Committee currently consists of Messrs. Putnam (Chairperson), Curtis, Patterson and Stephens and Drs. Joskow and
Kennan.

The Agreement and Declaration of Trust of each fund provides that the fund will indemnify its Trustees and officers
against liabilities and expenses incurred in connection with litigation in which they may be involved because of their
offices with the fund, except if it is determined in the manner specified in the Agreement and Declaration of Trust that
they have not acted in good faith in the reasonable belief that their actions were in the best interests of the fund or that
such indemnification would relieve any officer or Trustee of any liability to the fund or its shareholders by reason of
willful misfeasance, bad faith, gross negligence or reckless disregard of his or her duties. Each fund, at its expense,
provides liability insurance for the benefit of its Trustees and officers.

For details of Trustees� fees paid by each fund and information concerning retirement guidelines for the
Trustees, see �Charges and expenses�.

Putnam Management and its affiliates
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Putnam Management is one of America�s oldest and largest money management firms. Putnam Management�s staff of
experienced portfolio managers and research analysts selects securities and constantly supervises the fund�s portfolio.
By pooling an investor�s money with that of other investors, a greater variety of securities can be purchased than would
be the case individually; the resulting diversification helps reduce investment risk. Putnam Management has been
managing mutual funds since 1937.

Putnam Management is a subsidiary of Putnam, LLC, which is also the parent company of Putnam Retail
Management, The Putnam Advisory Company, LLC (a wholly-owned subsidiary of Putnam Advisory Company,
Limited Partnership), PIL (a wholly-owned subsidiary of The Putnam Advisory Company, LLC) and Putnam
Fiduciary Trust Company. Putnam, LLC, which generally conducts business under the name Putnam Investments, is a
wholly-owned subsidiary of Putnam Investments Trust, a holding company that, except for a minority stake owned by
employees, is owned by Great-West Lifeco Inc., a subsidiary of Power Financial Corporation. Power Financial
Corporation is a diversified management and holding company that has interests, directly or indirectly, in companies
that are active in the financial services sector in Canada, the United States and Europe. It also has substantial holdings
in a group of energy, water, waste services, specialty minerals and cement and building materials companies based in
Europe. Great-West Lifeco Inc. purchased its majority interest in Putnam Investments Trust on August 3, 2007 from
Marsh & McLennan Companies, Inc., a publicly-owned holding company whose principal businesses are international
insurance and reinsurance brokerage and employee benefit consulting.

Trustees and officers of each fund who are also officers of Putnam Management or its affiliates will benefit from the
advisory fees, sales commissions, distribution fees, custodian fees and transfer agency fees paid or allowed by the
fund.

The management contract

Under management contracts between each fund and Putnam Management, subject to such policies as the Trustees
may determine, Putnam Management, at its expense, furnishes continuously an investment program for each fund and
makes investment decisions on behalf of

- 65 -

each fund. Subject to the control of the Trustees, Putnam Management also manages, supervises and conducts the
other affairs and business of each fund, furnishes office space and equipment, provides bookkeeping and clerical
services (including determination of the fund�s net asset value, but excluding shareholder accounting services) and
places all orders for the purchase and sale of the fund�s portfolio securities. Putnam Management may place fund
portfolio transactions with broker-dealers that furnish Putnam Management, without cost to it, certain research,
statistical and quotation services of value to Putnam Management and its affiliates in advising each fund and other
clients. In so doing, Putnam Management may cause each fund to pay greater brokerage commissions than it might
otherwise pay.

For details of Putnam Management�s compensation under the management contracts, see �Charges and
expenses�. Under the management contacts, if dividends payable on preferred shares during any dividend period plus
any expenses attributable to preferred shares for that period exceed the fund's gross income attributable to the
proceeds of the preferred shares during that period, then the fees payable to Putnam Management for that period will
be reduced by the amount of the excess (but not more than the effective management fee rate under the contract
multiplied by the liquidation preference of the preferred shares outstanding during the period).

In addition to the fee paid to Putnam Management, each fund reimburses Putnam Management for the compensation
and related expenses of certain officers of the fund and their assistants who provide certain administrative services for
the fund and the other Putnam funds, each of which bears an allocated share of the foregoing costs. The aggregate
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amount of all such payments and reimbursements is determined annually by the Trustees. The amount of this
reimbursement for each fund�s most recent fiscal year is included in �Charges and Expenses�.

Putnam Management pays all other salaries of officers of each fund. Each fund pays all expenses not assumed by
Putnam Management including, without limitation, auditing, legal, custodial, investor servicing and shareholder
reporting expenses. Each fund pays the cost of typesetting for its prospectuses and the cost of printing and mailing any
prospectuses sent to its shareholders. Putnam Retail Management pays the cost of printing and distributing all other
prospectuses.

The management contracts provide that Putnam Management shall not be subject to any liability to the funds or to any
shareholder of the funds for any act or omission in the course of or connected with rendering services to the funds in
the absence of willful misfeasance, bad faith, gross negligence or reckless disregard of its duties on the part of Putnam
Management.

Each management contract may be terminated without penalty by vote of the Trustees or the shareholders of the
applicable fund, or by Putnam Management, on 30 days� written notice. It may be amended only by a vote of the
shareholders of the applicable fund. Each management contract also terminates without payment of any penalty in the
event of its assignment. Each management contract provides that it will continue in effect only so long as such
continuance is approved at least annually by vote of either the Trustees or the shareholders, and, in either case, by a
majority of the Trustees who are not �interested persons� of Putnam Management or the fund. In each of the foregoing
cases, the vote of the shareholders is the affirmative vote of a �majority of the outstanding voting securities� as defined
in the Investment Company Act of 1940.
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Effective January 1, 2007, Putnam Management has entered into a Master Sub-Accounting Services Agreement with
State Street Bank and Trust Company ("State Street"), under which Putnam Management has delegated to State Street
responsibility for providing certain administrative, pricing, and bookkeeping services for each fund. Putnam
Management pays State Street a fee, monthly, based on a combination of fixed annual charges and charges based on
each fund's assets and the number and types of securities held by each fund, and reimburses State Street for certain
out-of-pocket expenses.

Other accounts managed by the funds' portfolio managers

The following tables show the number and approximate assets of other investment accounts (or portions of investment
accounts) that the funds' Portfolio Leader and Portfolio Members managed as of each fund's most recent fiscal
year-end. The other accounts may include accounts for which the individual was not designated as a portfolio
member. Unless otherwise noted, none of the accounts pays a fee based on the account's performance.

Managed Municipal Income Trust
(10/31/07)

Portfolio Leader or Other SEC-registered open- Other accounts that pool Other accounts (including

Member end and closed-end funds assets from more than separate accounts, managed

one client account programs and

single-sponsor defined

contribution plan offerings)
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Number of Assets Number of Assets Number of Assets

accounts accounts accounts

Paul Drury 20 $9,249,500,000 3 $900,000 3 $481,500,000

Thalia Meehan 20 $9,249,500,000 3 $900,000 3 $482,400,000

Brad Libby 20 $9,249,500,000 3 $900,000 3 $418,600,000

Susan McCormack 20 $9,249,500,000 3 $900,000 3 $418,600,000
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High Yield Municipal Trust
(3/31/07)

Portfolio Leader or Other SEC-registered open- Other accounts that pool Other accounts (including

Member end and closed-end funds assets from more than separate accounts, managed

one client account programs and

single-sponsor defined

contribution plan offerings)

Number of Assets Number of Assets Number of Assets

accounts accounts accounts

Paul Drury 18 $9,202,800,000 3 $900,000 2 $482,700,000

Thalia Meehan 18 $9,202,800,000 3 $900,000 3 $483,800,000

Brad Libby 18 $9,202,800,000 3 $900,000 3 $482,900,000

Susan McCormack 18 $9,202,800,000 3 $900,000 2 $482,700,000

See "Management - Portfolio Transactions - Potential conflicts of interest in managing multiple accounts" for
information on how Putnam Management addresses potential conflicts of interest resulting from an individual's
management of more than one account.
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The table below shows the value of each funds' Portfolio Leader's and Portfolio Members' holdings in Managed
Municipal Income Trust as of October 31, 2006 and in High Yield Municipal Trust as of March 31, 2007.

Name of Portfolio Dollar range of Managed Dollar range of High Yield

Manager Municipal Income Trust Municipal Trust shares

shares owned owned

Paul Drury $0 $0

Thalia Meehan $0 $0

Brad Libby $0 $0

Susan McCormack $0 $0

Portfolio transactions

Potential conflicts of interest in managing multiple accounts. Like other investment professionals with multiple
clients, the fund�s Portfolio Leader(s) and Portfolio Member(s) may face certain potential conflicts of interest in
connection with managing both the fund and the other accounts listed under �Other Accounts Managed by the Funds'
Portfolio Managers� at the same time. The paragraphs below describe some of these potential conflicts, which Putnam
Management believes are faced by investment professionals at most major financial firms. As described below,
Putnam Management and the Trustees of the Putnam funds have adopted compliance policies and procedures that
attempt to address certain of these potential conflicts.

The management of accounts with different advisory fee rates and/or fee structures, including accounts that pay
advisory fees based on account performance (�performance fee accounts�),
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may raise potential conflicts of interest by creating an incentive to favor higher-fee accounts. These potential conflicts
may include, among others:

· The most attractive investments could be allocated to higher-fee accounts or performance fee accounts.

· The trading of higher-fee accounts could be favored as to timing and/or execution price. For example, higher-fee
accounts could be permitted to sell securities earlier than other accounts when a prompt sale is desirable or to buy
securities at an earlier and more opportune time.

· The trading of other accounts could be used to benefit higher-fee accounts (front- running).

· The investment management team could focus their time and efforts primarily on higher-fee accounts due to a
personal stake in compensation.

Putnam Management attempts to address these potential conflicts of interest relating to higher-fee accounts through
various compliance policies that are generally intended to place all accounts, regardless of fee structure, on the same
footing for investment management purposes. For example, under Putnam Management�s policies:
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· Performance fee accounts must be included in all standard trading and allocation procedures with all other accounts.

· All accounts must be allocated to a specific category of account and trade in parallel with allocations of similar
accounts based on the procedures generally applicable to all accounts in those groups (e.g., based on relative risk
budgets of accounts).

· All trading must be effected through Putnam�s trading desks and normal queues and procedures must be followed
(i.e., no special treatment is permitted for performance fee accounts or higher-fee accounts based on account fee
structure).

· Front running is strictly prohibited.

· The fund�s Portfolio Leader(s) and Portfolio Member(s) may not be guaranteed or specifically allocated any portion
of a performance fee.

As part of these policies, Putnam Management has also implemented trade oversight and review procedures in order
to monitor whether particular accounts (including higher-fee accounts or performance fee accounts) are being favored
over time.

Potential conflicts of interest may also arise when the Portfolio Leader(s) or Portfolio Member(s) have personal
investments in other accounts that may create an incentive to favor those accounts. As a general matter and subject to
limited exceptions, Putnam Management�s investment professionals do not have the opportunity to invest in client
accounts, other than the Putnam
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funds. However, in the ordinary course of business, Putnam Management or related persons may from time to time
establish �pilot� or �incubator� funds for the purpose of testing proposed investment strategies and products prior to
offering them to clients. These pilot accounts may be in the form of registered investment companies, private funds
such as partnerships or separate accounts established by Putnam Management or an affiliate. Putnam Management or
an affiliate supplies the funding for these accounts. Putnam employees, including the fund�s Portfolio Leader(s) and
Portfolio Member(s), may also invest in certain pilot accounts. Putnam Management, and to the extent applicable, the
Portfolio Leader(s) and Portfolio Member(s) will benefit from the favorable investment performance of those funds
and accounts. Pilot funds and accounts may, and frequently do, invest in the same securities as the client accounts.
Putnam Management�s policy is to treat pilot accounts in the same manner as client accounts for purposes of trading
allocation � neither favoring nor disfavoring them except as is legally required. For example, pilot accounts are
normally included in Putnam Management�s daily block trades to the same extent as client accounts (except that pilot
accounts do not participate in initial public offerings).

A potential conflict of interest may arise when the fund and other accounts purchase or sell the same securities. On
occasions when the Portfolio Leader(s) or Portfolio Member(s) consider the purchase or sale of a security to be in the
best interests of the fund as well as other accounts, Putnam Management�s trading desk may, to the extent permitted by
applicable laws and regulations, aggregate the securities to be sold or purchased in order to obtain the best execution
and lower brokerage commissions, if any. Aggregation of trades may create the potential for unfairness to the fund or
another account if one account is favored over another in allocating the securities purchased or sold � for example, by
allocating a disproportionate amount of a security that is likely to increase in value to a favored account. Putnam
Management�s trade allocation policies generally provide that each day�s transactions in securities that are purchased or
sold by multiple accounts are, insofar as possible, averaged as to price and allocated between such accounts (including
the fund) in a manner which in Putnam Management�s opinion is equitable to each account and in accordance with the
amount being purchased or sold by each account. Certain exceptions exist for specialty, regional or sector accounts.
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Trade allocations are reviewed on a periodic basis as part of Putnam Management�s trade oversight procedures in an
attempt to ensure fairness over time across accounts.

�Cross trades,� in which one Putnam account sells a particular security to another account (potentially saving transaction
costs for both accounts), may also pose a potential conflict of interest. Cross trades may be seen to involve a potential
conflict of interest if, for example, one account is permitted to sell a security to another account at a higher price than
an independent third party would pay, or if such trades result in more attractive investments being allocated to
higher-fee accounts. Putnam Management and the fund�s Trustees have adopted compliance procedures that provide
that any transactions between the fund and another Putnam-advised account are to be made at an independent current
market price, as required by law.

Another potential conflict of interest may arise based on the different investment objectives and strategies of the fund
and other accounts. For example, another account may have a shorter-term investment horizon or different investment
objectives, policies or restrictions than the fund. Depending on another account�s objectives or other factors, the
Portfolio Leader(s) and Portfolio Member(s) may give advice and make decisions that may differ from advice given,
or the timing or nature of decisions made, with respect to the fund. In addition, investment decisions are the
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product of many factors in addition to basic suitability for the particular account involved. Thus, a particular security
may be bought or sold for certain accounts even though it could have been bought or sold for other accounts at the
same time. More rarely, a particular security may be bought for one or more accounts managed by the Portfolio
Leader(s) or Portfolio Member(s) when one or more other accounts are selling the security (including short sales).
There may be circumstances when purchases or sales of portfolio securities for one or more accounts may have an
adverse effect on other accounts. As noted above, Putnam Management has implemented trade oversight and review
procedures to monitor whether any account is systematically favored over time.

The fund�s Portfolio Leader(s) and Portfolio Member(s) may also face other potential conflicts of interest in managing
the fund, and the description above is not a complete description of every conflict that could be deemed to exist in
managing both the fund and other accounts. For information on restrictions imposed on personal securities
transactions of the fund�s Portfolio Leader(s) and Portfolio Member(s), please see �Personal Investments by Employees
of Putnam Management and Putnam Retail Management and Officers and Trustees of the Fund.�

For information about other funds and accounts managed by the fund�s Portfolio Leader(s) and Portfolio Member(s),
please refer to �Other Accounts Managed By The Funds' Portfolio Managers�.

Compensation of investment professionals.

Putnam Management believes that its investment management teams should be compensated primarily based on their
success in helping their investors achieve their goals. The portion of Putnam Investments' total incentive
compensation pool that is available to Putnam Management's Investment Division is based primarily on its delivery,
across all of the portfolios it manages, of consistent, dependable and superior performance over time. The peer group
for the fund is its broad investment category as determined by Lipper Inc. The portion of the incentive compensation
pool available to each investment management team varies based primarily on its delivery, across all of the portfolios
it manages, of consistent, dependable and superior performance over time on (i) for tax-exempt funds, a tax-adjusted
basis to recognize the different federal income tax treatment for capital gains distributions and exempt-interest
distributions or (ii) for taxable funds, on a before-tax basis.

Consistent performance means being above median over one year.
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Dependable performance means not being in the 4th quartile of the peer group over one, three or five years.

Superior performance (which is the largest component of Putnam Management's incentive compensation program)
means being in the top third of the peer group over three and five years.

In determining an investment management team's portion of the incentive compensation pool and allocating that
portion to individual team members, Putnam Management retains discretion to award or penalize teams or individuals,
including the fund's Portfolio Leader(s) and Portfolio Member(s), as it deems appropriate, based on other factors. The
size of the overall incentive
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compensation pool each year depends in large part on Putnam's profitability for the year, which is influenced by assets
under management. Incentive compensation is generally paid as cash bonuses, but a portion of incentive compensation
may instead be paid as grants of restricted stock, options or other forms of compensation, based on the factors
described above. In addition to incentive compensation, investment team members receive annual salaries that are
typically based on seniority and experience. Incentive compensation generally represents at least 70% of the total
compensation paid to investment team members.

Brokerage and research services

Transactions on stock exchanges, commodities markets and futures markets and other agency transactions involve the
payment by the fund of negotiated brokerage commissions. Such commissions may vary among different brokers. A
particular broker may charge different commissions according to such factors as execution venue and exchange.
Although the fund does not typically pay commissions for principal transactions in the over-the-counter markets, such
as most fixed income securities and certain derivatives, an undisclosed amount of profit or �mark-up� is included in the
price the fund pays. In underwritten offerings, the price paid by the fund includes a disclosed, fixed commission or
discount retained by the underwriter or dealer. See "Charges and expenses" for information concerning
commissions paid by the fund.

It has for many years been a common practice in the investment advisory business for broker-dealers that execute
portfolio transactions for the clients of advisers of investment companies and other institutional investors to provide
those advisers with brokerage and research services, as defined in Section 28(e) of the Securities Exchange Act of
1934, as amended (the 1934 Act). Consistent with this practice, Putnam Management receives brokerage and research
services from broker-dealers with which Putnam Management places the fund's portfolio transactions. The services
that broker-dealers may provide to Putnam Management�s managers and analysts include, among others, economic
analysis, investment research, industry and company reviews, statistical information, evaluations of investments,
recommendations as to the purchase and sale of investments and performance measurement services. Some of these
services are of value to Putnam Management and its affiliates in advising various of their clients (including the fund),
although not all of these services are necessarily useful and of value in managing the fund. Research services provided
by broker-dealers are supplemental to Putnam Management�s own research efforts and relieve Putnam Management of
expenses it might otherwise have borne in generating such research. The management fee paid by the fund is not
reduced because Putnam Management and its affiliates receive brokerage and research services even though Putnam
Management might otherwise be required to purchase some of these services for cash. Putnam Management is not
permitted to use portfolio transactions to generate �soft dollar� credits to pay for �mixed-use� services (i.e., products that
may be used both for investment- and non-investment-related purposes).

In general, Putnam Management does not allow the funds� portfolio transactions to be used to generate soft dollar
credits to pay for brokerage and research services generated by third parties, except that Putnam Management may
allocate fund trades to generate soft dollar credits for third party investment research reports and related fundamental
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investment research (i) when trading through the firm generating the research would not be feasible or consistent with
seeking most favorable price and execution, (ii) the research is not generally available for purchase other than
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through soft dollars or direct execution and (iii) where the total amount allocated to these third party services does not
exceed 8% of the total commissions of all clients of Putnam Management and certain of its affiliates in the aggregate
for any calendar year (although more than 8% of the fund�s commissions or a particular fund�s commissions in a year
may be used to pay for such third-party research services). In addition to generating soft-dollar credits to pay for these
permitted third-party services, Putnam Management may instruct executing brokers to �step out� a portion of the trades
placed with them to the providers of such services, subject to the aggregate 8% limit mentioned above.

Putnam Management places all orders for the purchase and sale of portfolio investments for the funds, and buys and
sells investments for the funds through a substantial number of brokers and dealers. In selecting broker-dealers to
execute the funds� portfolio transactions, Putnam Management uses its best efforts to obtain for each fund the most
favorable price and execution reasonably available, except to the extent it may be permitted to pay higher brokerage
commissions as described below. In seeking the most favorable price and execution and in considering the overall
reasonableness of the brokerage commissions paid, Putnam Management, having in mind the fund's best interests,
considers all factors it deems relevant, including, in no particular order of importance, and by way of illustration,
price, the size and type of the transaction, the nature of the market for the security or other investment, the amount of
the commission, the timing of the transaction taking into account market prices and trends, the reputation, experience
and financial stability of the broker-dealer involved and the quality of service rendered by the broker-dealer in other
transactions.

Putnam Management may cause the fund to pay a broker-dealer that provides "brokerage and research services" (as
defined in the 1934 Act and as described above) to Putnam Management an amount of disclosed commission for
effecting securities transactions on stock exchanges and other transactions for the fund on an agency basis in excess of
the commission another broker-dealer would have charged for effecting that transaction. Putnam Management's
authority to cause the fund to pay any such greater commissions is subject to the requirements of applicable law and
such policies as the Trustees may adopt from time to time. It is the position of the staff of the Securities and Exchange
Commission that Section 28(e) of the 1934 Act does not apply to the payment of such greater commissions in
"principal" transactions. Accordingly, Putnam Management will use its best effort to obtain the most favorable price
and execution available with respect to such transactions, as described above.

The Trustees of the funds have directed Putnam, subject to seeking most favorable pricing and execution, to use its
best efforts to allocate a portion of overall fund trades to trading programs which generate commission credits to pay
fund expenses such as shareholder servicing and custody charges. The extent of any commission credits generated for
this purpose may vary significantly from time to time and from fund to fund depending on, among other things, the
nature of each fund's trading activities and market conditions.

The Management Contract provides that commissions, fees, brokerage or similar payments received by Putnam
Management or an affiliate in connection with the purchase and sale of portfolio investments of the fund, less any
direct expenses approved by the Trustees, shall be recaptured by the fund through a reduction of the fee payable by the
fund under the Management Contract. Putnam Management seeks to recapture for the fund soliciting dealer fees on
the
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tender of the fund's portfolio securities in tender or exchange offers. Any such fees which may be recaptured are likely
to be minor in amount.

Personal investments by employees of Putnam Management and Officers and Trustees of the funds

Employees of Putnam Management and officers and Trustees of the fund are subject to significant restrictions on
engaging in personal securities transactions. These restrictions are set forth in the Code of Ethics adopted by Putnam
Management (the Putnam Investments Code of Ethics) and by the fund (the Putnam Funds Code of Ethics). The
Putnam Investments Code of Ethics and the Putnam Funds Code of Ethics, in accordance with Rule 17j-1 of the
Investment Company Act of 1940, as amended, contain provisions and requirements designed to identify and address
certain conflicts of interest between personal investment activities and the interests of the fund.

The Putnam Investments Code of Ethics does not prohibit personnel from investing in securities that may be
purchased or held by the fund. However, the Putnam Investments Code of Ethics, consistent with standards
recommended by the Investment Company Institute�s Advisory Group on Personal Investing and requirements
established by Rule 17j-1 and rules adopted under the Investment Advisers Act of 1940, among other things, prohibits
personal securities investments without pre-clearance, imposes time periods during which personal transactions may
not be made in certain securities by employees with access to investment information, and requires the timely
submission of broker confirmations and quarterly reporting of personal securities transactions. Additional restrictions
apply to portfolio managers, traders, research analysts and others involved in the investment advisory process.

The Putnam Funds Code of Ethics incorporates and applies the restrictions of the Putnam Investments Code of Ethics
to officers and Trustees of the fund who are affiliated with Putnam Investments. The Putnam Funds Code of Ethics
does not prohibit unaffiliated officers and Trustees from investing in securities that may be held by the fund; however,
the Putnam Funds Code of Ethics regulates the personal securities transactions of unaffiliated Trustees of the fund,
including limiting the time periods during which they may personally buy and sell certain securities and requiring
them to submit reports of personal securities transactions under certain circumstances.

The fund�s Trustees, in compliance with Rule 17j-1, approved the Putnam Investments and the Putnam Funds Codes of
Ethics and are required to approve any material changes to these Codes. The Trustees also provide continued
oversight of personal investment policies and annually evaluate the implementation and effectiveness of the Codes of
Ethics. The Putnam Investments and Putnam Funds Codes of Ethics can be reviewed and copied at the SEC's Public
Reference Room in Washington, D.C. (for information call 1-202-551-8090) and are available on the EDGAR
Database on the SEC's Internet site at http://www.sec.gov. Copies may also be obtained, after paying a duplicating
fee, by writing the SEC's Public Reference Section, Washington, D.C. 20549-0102 or by electronic request to
publicinfo@sec.gov.
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Investor Servicing Agent

Putnam Investor Services, a division of Putnam Fiduciary Trust Company (�PFTC�), is each fund�s investor servicing
agent (transfer, plan and dividend disbursing agent), for which it receives fees that are paid monthly by the fund as an
expense of all its shareholders. The fee paid to Putnam Investor Services is determined on the basis of the number of
shareholder accounts and the assets of the fund.

Custodian

Effective January 1, 2007, each fund retained State Street Bank and Trust Company, 2 Avenue de Lafayette, Boston,
Massachusetts 02111, as its custodian. State Street is responsible for safeguarding and controlling the fund�s cash and

Edgar Filing: PUTNAM MANAGED MUNICIPAL INCOME TRUST - Form N-14 8C/A

160



securities, handling the receipt and delivery of securities, collecting interest and dividends on the fund�s investments,
serving as the fund�s foreign custody manager, providing reports on foreign securities depositaries, making payments
covering the expenses of the fund and performing other administrative duties. State Street does not determine the
investment policies of the fund or decide which securities the fund will buy or sell. State Street has a lien on the fund�s
assets to secure charges and advances made by it.

Each fund pays State Street an annual fee based on the fund�s assets held with State Street and on securities
transactions processed by State Street and reimburses State Street for certain out-of-pocket expenses. The funds will
make payments to PFTC in 2007 for managing the transition of custody services from PFTC to State Street and for
providing oversight services. Each fund may from time to time enter into brokerage arrangements that reduce or
recapture fund expenses, including custody expenses. Each fund also has an offset arrangement that may reduce the
fund�s custody fee based on the amount of cash maintained by its custodian. See �Charges and expenses� for
information on fees and reimbursements for investor servicing and custody received by PFTC.

Counsel to the funds and the independent Trustees

Ropes & Gray LLP serves as counsel to each fund and the independent Trustees, and is located at One International
Place, Boston, Massachusetts 02110.

SHAREHOLDER LIABILITY

Under Massachusetts law, shareholders could, under certain circumstances, be held personally liable for the
obligations of Managed Municipal Income Trust. However,Managed Municipal Income Trust's Agreement and
Declaration of Trust disclaims shareholder liability for acts or obligations of the fund and requires that notice of such
disclaimer be given in each agreement, obligation, or instrument entered into or executed by the fund or the Trustees.
Managed Municipal Income Trust's Agreement and Declaration of Trust provides for indemnification out of fund
property for all loss and expense of any shareholder held personally liable for the obligations of the fund. Thus, the
risk of a shareholder incurring financial loss on account of shareholder liability is limited to circumstances in which
the fund would be unable to meet its obligations. The likelihood of such circumstances is remote.

DISCLOSURE OF PORTFOLIO INFORMATION
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The Trustees of the Putnam funds have adopted policies with respect to the disclosure of the fund�s portfolio holdings
by each fund, Putnam Management, or their affiliates. These policies provide that information about the fund�s
portfolio generally may not be released to any party prior to (i) the posting of such information on the Putnam
Investments website, (ii) the filing of the information with the SEC in a required filing, or (iii) the dissemination of
such information to all shareholders simultaneously. Certain limited exceptions pursuant to the fund�s policies are
described below. The Trustees will periodically receive reports from the fund�s Chief Compliance Officer regarding
the operation of these policies and procedures, including any arrangements to make non-public disclosures of the
fund�s portfolio information to third parties. Putnam Management and its affiliates are not permitted to receive
compensation or other consideration in connection with disclosing information about the fund�s portfolio holdings to
third parties.

Public disclosures

Each fund�s portfolio holdings are currently disclosed to the public through required filings with the SEC and on the
Putnam Investments website. Each fund files its portfolio holdings with the SEC for each fiscal quarter on Form
N-CSR (with respect to each annual period and semi-annual period) and Form N-Q (with respect to the first and third
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quarters of each fund�s fiscal year). Shareholders may obtain each fund�s Form N-CSR and N-Q filings on the SEC�s
website at http://www.sec.gov. In addition, each fund�s Form N-CSR and N-Q filings may be reviewed and copied at
the SEC�s public reference room in Washington, D.C. You may call the SEC at 1-800-SEC-0330 for information about
the SEC�s website or the operation of the public reference room.

Putnam Management also currently makes each fund�s portfolio information publicly available on the Putnam
Investments website, www.putnam.com, as disclosed in the following table:

Information Frequency of Disclosure Date of Web Posting

Full Portfolio Holdings Quarterly Last business day of the 
month following the end of 

each calendar quarter 

Top 10 Portfolio Holdings Monthly Approximately 15 days 
and other portfolio statistics after the end of each month 

The scope of the information relating to each fund�s portfolio that is made available on the website may change from
time to time without notice. In addition, the posting of fund holdings may be delayed in some instances for technical
reasons.

Putnam Management or its affiliates may include fund portfolio information that has already been made public
through a Web posting or SEC filing in marketing literature and other communications to shareholders, advisors or
other parties, provided that, in the case of information made public through the Web, the information is disclosed no
earlier than the day after the date of posting to the website.
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Other disclosures

Each fund�s policies require that non-public disclosures of information regarding the fund�s portfolio may be made only
if there is a legitimate business purpose consistent with fiduciary duties to all shareholders of the fund. In addition, the
party receiving the non-public information must sign a non-disclosure agreement unless otherwise approved by
Putnam Management�s Compliance Department. Arrangements to make non-public disclosures of a fund�s portfolio
information must be approved by the Chief Compliance Officer of the fund. The Chief Compliance Officer will report
on an ongoing basis to a committee of each fund�s Board of Trustees consisting only of Trustees who are not �interested
persons� of the fund or Putnam Management regarding any such arrangement that the fund may enter into with third
parties other than service providers to the fund.

Each fund periodically discloses its portfolio information on a confidential basis to various service providers that
require such information in order to assist the fund with its day-to-day business affairs. In addition to Putnam
Management and its affiliates, including PFTC and Putnam Retail Management, these service providers include each
fund�s custodian and sub-custodians, which currently include State Street Bank and Trust Company, Mellon Bank
N.A., Brown Brothers Harriman & Co., UMB Bank, N.A., JP Morgan Chase Bank, and Citibank N.A., each fund�s
independent registered public accounting firm, legal counsel, and financial printer (McMunn Associates, Inc.), and
each fund�s proxy voting services, currently Glass, Lewis & Co. These service providers are required to keep such
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information confidential, and are prohibited from trading based on the information or otherwise using the information
except as necessary in providing services to the fund.

Each fund may also periodically provide non-public information about its portfolio holdings to rating and ranking
organizations, such as Lipper Inc. and Morningstar Inc., in connection with those firms� research on and classification
of the fund and in order to gather information about how the fund�s attributes (such as volatility, turnover, and
expenses) compare with those of peer funds. Any such firm would be required to keep each fund�s portfolio
information confidential and would be prohibited from trading based on the information or otherwise using the
information except as necessary in providing services to the fund.
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PROXY VOTING GUIDELINES AND PROCEDURES

The Trustees of the Putnam funds have established proxy voting guidelines and procedures that govern the voting of
proxies for the securities held in the funds� portfolios. The proxy voting guidelines summarize the funds� positions on
various issues of concern to investors, and provide direction to the proxy voting service used by the funds as to how
fund portfolio securities should be voted on proposals dealing with particular issues. The proxy voting procedures
explain the role of the Trustees, Putnam Management, the proxy voting service and the funds� proxy coordinator in the
proxy voting process, describe the procedures for referring matters involving investment considerations to the
investment personnel of Putnam Management and describe the procedures for handling potential conflicts of interest.
The Putnam funds� proxy voting guidelines and procedures are included in this SAI as Appendix A. Information
regarding how the funds voted proxies relating to portfolio securities during the 12-month period ended June 30, 2006
is available on the Putnam Individual Investor website, www.putnam.com/individual, and on the SEC�s website at
www.sec.gov. If you have questions about finding forms on the SEC�s website, you may call the SEC at
1-800-SEC-0330. You may also obtain the Putnam funds� proxy voting guidelines and procedures by calling Putnam�s
Shareholder Services at 1-800-225-1581.
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INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

KPMG LLP, 99 High Street, Boston, Massachusetts 02110, is the independent registered public accounting firm for
each of Managed Municipal Income Trust and High Yield Municipal Trust providing audit services, tax return review
and other tax consulting services and assistance and consultation in connection with the review of various Securities
and Exchange Commission filings for each fund. The following documents are incorporated by reference into this
SAI: Report of Independent Registered Public Accounting Firm, financial highlights and financial statements included
in Managed Municipal Income Trust's Annual Report to shareholders for the fiscal year ended October 31, 2006 and
Report of Independent Registered Public Accounting Firm, financial highlights and financial statements included in
High Yield Municipal Trust's Annual Report to shareholders for the fiscal year ended March 31, 2007. The financial
highlights for each fund incorporated by reference into the Prospectus/Proxy Statement and the audited financial
statements for each fund incorporated by reference into this SAI have been so included and incorporated in reliance
upon the reports of KPMG LLP, given on their authority as experts in auditing and accounting.
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Putnam High Yield Municipal Trust
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and

Putnam Managed Municipal Income Trust

Proforma Combining Financial Statements
(Unaudited)

The accompanying unaudited proforma combining investment portfolio and statement of assets and liabilities assumes
that the exchange described in the next paragraph occurred as of April 30, 2007 and the unaudited proforma
combining statement of operations for the twelve months ended April 30, 2007 presents the results of operations of
Putnam Managed Municipal Income Trust as if the combination with Putnam High Yield Municipal Trust had been
consummated at May 1, 2006. The proforma results of operations are not necessarily indicative of future operations or
the actual results that would have occurred had the combination been consummated at May 1, 2006. These historical
statements have been derived from Putnam Managed Municipal Income Trust�s and Putnam High Yield Municipal
Trust�s books and records utilized in calculating daily net asset value at April 30, 2007, and for the twelve month
period then ended. The preparation of financial statements is in conformity with accounting principles generally
accepted in the United States of America and requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities in the financial statements and the reported amounts of increases and
decreases in net assets from operations during the reporting period. Actual results could differ from those estimates.

The proforma statements give effect to the proposed merger of Putnam High Yield Municipal Trust with and into
Putnam Managed Municipal Income Trust, which is expected to be a tax-free reorganization. Under generally
accepted accounting principles, the historical cost of investment securities will be carried forward to the surviving
entity and the results of operations of Putnam Managed Municipal Income Trust for pre-combination periods will not
be restated. The proforma statement of operations does not reflect the expenses of either fund in carrying out its
obligations under the Agreement and Plan of Merger.

The unaudited proforma combining statements should be read in conjunction with the separate financial statements of
Putnam Managed Municipal Income Trust and Putnam High Yield Municipal Trust incorporated by reference in this
statement of additional information.
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Putnam Managed Municipal Income Trust

Notes to Proforma Combining Statements

(Unaudited)

April 30, 2007

Security valuation

Tax-exempt bonds and notes are generally valued on the basis of valuations provided by an independent pricing
service approved by the Trustees. Such services use information with respect to transactions in bonds, quotations from
bond dealers, market transactions in comparable securities and various relationships between securities in determining
value. Certain investments are also valued at fair value following procedures approved by the Trustees. Such
valuations and procedures are reviewed periodically by the Trustees. The fair value of securities is generally
determined as the amount that the fund could reasonably expect to realize from an orderly disposition of such
securities over a reasonable period of time. By its nature, a fair value price is a good faith estimate of the value of a
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security at a given point in time and does not reflect an actual market price, which may be different by a material
amount.

Federal taxes

It is the policy of each fund to distribute all of its taxable income within the prescribed time and otherwise comply
with the provisions of the Internal Revenue Code of 1986 (the �Code�) applicable to regulated investment companies

Proforma Adjustments

(A) Elimination and reduction of duplicative expenses as a result of the merger.

(B) $49,798 relates to proxy costs for Putnam High Yield Municipal Trust, $95,260 relates to proxy costs for Putnam
Managed Municipal Income Trust and $6,550 relates to SEC filing fees for Putnam Managed Municipal Income
Trust. The remaining $221,200 consists of $200,000 of legal costs and $21,200 of accounting costs. These are related
merger costs which will be allocated ratably between the two funds upon consummation of the merger.

(C) Issuance of 20,240,513 common shares of Putnam Managed Municipal Income Trust to the holders of common
shares of Putnam High Yield Municipal Trust.

(D) Reflects two-for-one stock split of Series C preferred shares of Putnam Managed Municipal Income Trust.

(E) It is anticipated that Series A preferred shareholders of Putnam High Yield Municipal Trust will receive Series C
preferred shares of Putnam Managed Municipal Income Trust in the merger.
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The Proforma Combining Investment Portfolio of Putnam High Yield Municipal Trust
and Putnam Managed Municipal Income Trust
April 30, 2007 (unaudited)

Key to abbreviations

AMBAC AMBAC Indemnity Corporation

CIFG CIFG Assurance North America, Inc.

COP Certificate of Participation

FGIC Financial Guaranty Insurance Company

FHA Insd. Federal Housing Administration Insured

FHLMC Coll. Federal Home Loan Mortgage Corporation Collateralized

FNMA Coll. Federal National Mortgage Association Collateralized

FRB Floating Rate Bonds

FRN Floating Rate Notes

FSA Financial Security Assurance

GNMA Coll. Government National Mortgage Association Collateralized

G.O. Bonds General Obligation Bonds

MBIA MBIA Insurance Company

PSFG Permanent School Fund Guaranteed

Radian Insd. Radian Group Insured

U.S. Govt. Coll. U.S. Government Collateralized

VRDN Variable Rate Demand Notes
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Putnam Managed
Municipal

Putnam High Yield
Municipal Proforma Combined

Income Trust Trust

MUNICIPAL BONDS AND NOTES 143.6% 124.9% 137.8%

Rating(RAT) Principal Value Principal Value Principal Value

amount amount amount

Alabama 0.4% 0.5% 0.5%

Butler, Indl. Dev. Board Solid Waste Disp. Rev.

Bonds (GA. Pacific Corp.), 5 3/4s, 9/1/28 B $950,000 $984,941 $550,000 $570,229 $1,500,000 $1,555,170

Sylacauga, Hlth. Care Auth. Rev. Bonds (Coosa

Valley Med. Ctr.), Ser. A, 6s, 8/1/35 B/P - - 250,000 259,480 250,000 259,480

Sylacauga, Hlth. Care Auth. Rev. Bonds (Coosa

Valley Med. Ctr.), Ser. A, 6s, 8/1/25 B/P 650,000 679,127 - - 650,000 679,127

1,664,068 829,709 2,493,777

- 82 -

Putnam Managed
Municipal

Putnam High Yield
Municipal Proforma Combined

Income Trust Trust

MUNICIPAL BONDS AND NOTES 143.6% 124.9% 137.8%

Rating(RAT) Principal Value Principal Value Principal Value

amount amount amount

Arizona 3.3% 2.5% 3.1%

Apache Cnty., Indl. Dev. Auth. Poll. Control

Rev. Bonds (Tucson Elec. Pwr. Co.), Ser. A,
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5.85s, 3/1/28 Baa3 - - 250,000 251,235 250,000 251,235

Apache Cnty., Indl. Dev. Auth. Poll. Control

Rev. Bonds (Tucson Elec. Pwr. Co.), Ser. B, 5

7/8s, 3/1/33 Baa3 1,000,000 1,004,850 - - 1,000,000 1,004,850

AZ Hlth. Fac. Auth. Hosp. Syst. Rev. Bonds

(John C. Lincoln Hlth. Network), 6 3/8s, 12/1/37

(Prerefunded) BBB 1,000,000 1,136,400 500,000 568,200 1,500,000 1,704,600

Casa Grande, Indl. Dev. Auth. Rev. Bonds (Casa

Grande Regl. Med. Ctr.), Ser. A, 7 1/4s, 12/1/19 BB-/P - - 1,000,000 1,089,060 1,000,000 1,089,060

Casa Grande, Indl. Dev. Auth. Rev. Bonds (Casa

Grande Regl. Med. Ctr.), Ser. A, 7 5/8s, 12/1/29 B+/P 1,800,000 1,991,556 - - 1,800,000 1,991,556

Cochise Cnty., Indl. Dev. Auth. Rev. Bonds

(Sierra Vista Regl. Hlth. Ctr.), Ser. A, 6.2s,

12/1/21 BB+/P 480,000 513,576 - - 480,000 513,576

Coconino Cnty., Poll. Control Rev. Bonds

(Tuscon/Navajo Elec. Pwr.), Ser. A, 7 1/8s,

10/1/32 Baa3 3,000,000 3,093,630 750,000 773,408 3,750,000 3,867,038

Glendale, Indl. Dev. Auth. Rev. Bonds (John C.

Lincoln Hlth.), Ser. B, 5 1/4s, 12/1/19 BBB - - 500,000 529,710 500,000 529,710

Glendale, Wtr. & Swr. Rev. Bonds, AMBAC, 5s,

7/1/28 Aaa 2,000,000 2,101,460 - - 2,000,000 2,101,460

Pima Cnty., Indl. Dev. Auth. Rev. Bonds

(Horizon Cmnty. Learning Ctr.), 5.05s, 6/1/25 BBB- 815,000 806,394 325,000 321,568 1,140,000 1,127,962

Queen Creek, Special Assmt. Bonds (Impt. Dist.

No. 001), 5s, 1/1/18 Baa2 - - 200,000 206,634 200,000 206,634

Queen Creek, Special Assmt. Bonds (Dist. No.

001), 5s, 1/1/26 Baa2 600,000 614,412 - - 600,000 614,412

Scottsdale, Indl. Dev. Auth. Hosp. Rev. Bonds

(Scottsdale Hlth. Care), 5.8s, 12/1/31

(Prerefunded) A3 1,000,000 1,089,930 - - 1,000,000 1,089,930

Tempe, Indl. Dev. Auth. Sr. Living Rev. Bonds

(Friendship Village), Ser. A, 5 3/8s, 12/1/13 BB- - - 500,000 513,315 500,000 513,315
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12,352,208 4,253,130 16,605,338
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Putnam Managed
Municipal

Putnam High Yield
Municipal Proforma Combined

Income Trust Trust

MUNICIPAL BONDS AND NOTES 143.6% 124.9% 137.8%

Rating(RAT) Principal Value Principal Value Principal Value

amount amount amount

Arkansas 3.4% 1.7% 2.9%

AR State Hosp. Dev. Fin. Auth. Rev. Bonds

(Washington Regl. Med. Ctr.), 7 3/8s, 2/1/29

(Prerefunded) Baa2 4,600,000 5,034,424 - - 4,600,000 5,034,424

Baxter Cnty., Hosp. Rev. Bonds, 5s, 9/1/22 Baa2 750,000 773,648 250,000 257,883 1,000,000 1,031,531

Independence Cnty., Poll. Control Rev. Bonds

(Entergy AR, Inc.), 5s, 1/1/21 A- 1,000,000 1,021,020 400,000 408,408 1,400,000 1,429,428

Jefferson Cnty., Poll. Control Rev. Bonds

(Entergy AR, Inc.), 4.6s, 10/1/17 A- 260,000 262,608 260,000 262,608

Little Rock G.O. Bonds (Cap. Impt.), FSA,

3.95s, 4/1/19 Aaa 565,000 558,531 - - 565,000 558,531

Northwest Regl. Arpt. Auth. Rev. Bonds, 7 5/8s,

2/1/27 (Prerefunded) BB/P 2,750,000 2,880,158 1,000,000 1,047,330 3,750,000 3,927,488

Washington Cnty., Hosp. Rev. Bonds (Regl.

Med. Ctr.), Ser. B

5s, 2/1/11 Baa2 - - 500,000 516,845 500,000 516,845

Springdale, Sales & Use Tax Rev. Bonds, FSA

4.05s, 7/1/26 Aaa 1,000,000 993,360 - - 1,000,000 993,360
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4s, 7/1/27 Aaa 1,000,000 993,110 - - 1,000,000 993,110

Washington Cnty., Hosp. Rev. Bonds (Regl.

Med. Ctr.), Ser. B, 5s, 2/1/25 Baa2 500,000 514,515 285,000 293,274 785,000 807,789

12,768,766 2,786,348 15,555,114

California 16.9% 12.3% 15.5%

ABAG Fin. Auth. COP (American Baptist

Homes), Ser. A, 6.2s, 10/1/27 BBB- 345,000 354,864 155,000 159,431 500,000 514,295

CA Hlth. Fac. Fin. Auth. Rev. Bonds
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Putnam Managed
Municipal

Putnam High Yield
Municipal Proforma Combined

Income Trust Trust

MUNICIPAL BONDS AND NOTES 143.6% 124.9% 137.8%

Rating(RAT) Principal Value Principal Value Principal Value

amount amount amount

AMBAC, 5.293s, 7/1/17 Aaa 3,400,000 3,402,686 - - 3,400,000 3,402,686

(CA-NV Methodist), 5s, 7/1/26 A+ 500,000 524,310 240,000 251,669 740,000 775,979

(Stanford Hosp. & Clinics), Ser. A, 5s, 11/15/23 A2 1,000,000 1,047,030 1,000,000 1,047,030 2,000,000 2,094,060

CA Poll. Control Fin. Auth. Solid Waste Disp.

Rev. Bonds (Waste Management, Inc.), Ser. A-2,

5.4s, 4/1/25 BBB 1,200,000 1,265,892 560,000 590,750 1,760,000 1,856,642

CA State Dept. of Wtr. Resources Rev. Bonds,

Ser. A
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AMBAC, 5 1/2s, 5/1/13 Aaa 16,500,000 18,000,180 - - 16,500,000 18,000,180

5 1/2s, 5/1/11 A1 3,000,000 3,199,950 - - 3,000,000 3,199,950

CA Statewide Cmntys., Dev. Auth. COP (The

Internext Group), 5 3/8s, 4/1/30 BBB 3,950,000 4,004,629 - - 3,950,000 4,004,629

CA Statewide Cmntys., Dev. Auth. Rev. Bonds

(Thomas Jefferson School of Law), Ser. B, 4

7/8s, 10/1/31 BBB- 1,500,000 1,528,440 - - 1,500,000 1,528,440

CA Statewide Cmntys., Dev. Auth. Apt.

Mandatory Put Bonds (Irvine Apt. Cmntys.), Ser.

A-3, 5.1s, 5/17/10 BBB+ 2,250,000 2,309,918 875,000 898,301 3,125,000 3,208,219

Capistrano, Unified School Dist. Cmnty. Fac.

Special Tax Bonds (No. 98-2 Ladera), 5.7s,

9/1/20 (Prerefunded) BBB/P 1,000,000 1,064,610 - - 1,000,000 1,064,610

Cathedral City, Impt. Board Act of 1915 Special

Assmt. Bonds (Cove Impt. Dist.), Ser. 04-02

5.05s, 9/2/35 BB+/P 395,000 398,788 645,000 651,186 1,040,000 1,049,974

5s, 9/2/30 BB+/P 250,000 252,078 - - 250,000 252,078

Chula Vista, Cmnty. Fac. Dist. Special Tax Rev.

Bonds

(No. 08-1 Otay Ranch Village Six), 6s,

9/1/33 BB/P 1,250,000 1,300,463 500,000 520,185 1,750,000 1,820,648

(No. 07-1 Otay Ranch Village Eleven) 5 7/8s,

9/1/34 BB/P 300,000 316,857 250,000 264,048 550,000 580,905

(No. 07-1 Otay Ranch Village Eleven) 5.8s,

9/1/28 BB/P 300,000 317,568 - - 300,000 317,568

Chula Vista, Indl. Dev. Rev. Bonds (San Diego A1
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Putnam Managed
Municipal

Putnam High Yield
Municipal Proforma Combined

Income Trust Trust

MUNICIPAL BONDS AND NOTES 143.6% 124.9% 137.8%

Rating(RAT) Principal Value Principal Value Principal Value

amount amount amount

Gas), Ser. B, 5s, 12/1/27 1,065,000 1,107,568 425,000 441,987 1,490,000 1,549,555

Corona, COP (Vista Hosp. Syst.), zero %, 7/1/29

(In default) (F)(NON) D/P 10,775,000 118,525 - - 10,775,000 118,525

Folsom, Special Tax Rev. Bonds (Cmnty. Facs.

Dist. No. 10), 5 7/8s, 9/1/28 BB/P 750,000 780,518 350,000 364,242 1,100,000 1,144,760

Gilroy, Rev. Bonds (Bonfante Gardens Park), 8s,

11/1/25 B-/P 770,000 727,588 385,000 363,794 1,155,000 1,091,382

Golden State Tobacco Securitization Corp. Rev.

Bonds

Ser. 03-A1, 6 3/4s, 6/1/39 (Prerefunded) AAA 850,000 987,913 - - 850,000 987,913

Ser. B, FHLMC Coll., 5 5/8s, 6/1/38

(Prerefunded) Aaa 2,500,000 2,754,000 - - 2,500,000 2,754,000

Ser. 03 A-1, 5s, 6/1/21 (Prerefunded) AAA 615,000 616,384 410,000 410,923 1,025,000 1,027,307

Ser. A-1, 4 1/2s, 6/1/27 BBB 2,160,000 2,129,026 - - 2,160,000 2,129,026

Jurupa, Cmnty. Svcs. Dist. Special Tax (Dist.

No. 19 Eastvale), 5s, 9/1/27 BB/P 500,000 503,710 - - 500,000 503,710

Murrieta, Cmnty. Fac. Dist. Special Tax (No. 2

The Oaks Impt. Area A), 6s, 9/1/34 BB-/P 1,100,000 1,154,329 250,000 262,348 1,350,000 1,416,677

Orange Cnty., Cmnty. Fac. Dist. Special Tax

Rev. Bonds (Ladera Ranch No. 02-1), Ser. A,

5.55s, 8/15/33 BBB/P 650,000 669,104 250,000 257,348 900,000 926,452

Poway, Unified School Dist. Cmnty. Facs.

Special Tax Bonds (Dist. No. 14- Area A), 5
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1/8s, 9/1/26 BB-/P 850,000 869,873 - - 850,000 869,873

Roseville, Cmnty. Fac. Special Tax Bonds

(Cmnty. Fac. Dist. No. 1 -Fiddyment Ranch),

5s, 9/1/18 BB/P 675,000 686,030 - - 675,000 686,030

(Dist. No. 1 -Westpark) 5 1/4s, 9/1/25 BB/P 315,000 323,527 - - 315,000 323,527

(Dist. No. 1 -Westpark) 5 1/4s, 9/1/17 BB/P 985,000 1,015,909 - - 985,000 1,015,909

(Dist. No. 1), 5s, 9/1/14 BB/P 400,000 409,832 1,045,000 1,070,686 1,445,000 1,480,518

Sacramento, Special Tax (North Natomas

Cmnty. Fac.), Ser. 4-C, 6s, 9/1/33 BBB/P 1,250,000 1,340,938 - - 1,250,000 1,340,938

San Diego, Assn. of Bay Area Governments Fin.

Auth. For Nonprofit Corps. Rev. Bonds (San Baa1 500,000 537,215 - - 500,000 537,215
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Putnam Managed
Municipal

Putnam High Yield
Municipal Proforma Combined

Income Trust Trust

MUNICIPAL BONDS AND NOTES 143.6% 124.9% 137.8%

Rating(RAT) Principal Value Principal Value Principal Value

amount amount amount

Diego Hosp.), Ser. A, 6 1/8s, 8/15/20

Santaluz, Cmnty. Facs. Dist. No. 2 Special Tax

Rev. Bonds (Impt. Area No. 1), Ser. B, 6 3/8s,

9/1/30 BBB/P 2,455,000 2,467,471 725,000 728,683 3,180,000 3,196,154

Thousand Oaks, Cmnty. Fac. Dist. Special Tax

Rev. Bonds (Marketplace 94-1), zero %, 9/1/14 B/P 2,960,000 1,777,006 1,115,000 669,379 4,075,000 2,446,385

CA State G.O. Bonds, 5s, 5/1/24 A1 - - 1,000,000 1,051,080 1,000,000 1,051,080

CA Statewide Cmntys., Dev. Auth. Rev. Bonds
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(Huntington Memorial Hosp.), 5s, 7/1/21 A+ - - 1,500,000 1,576,815 1,500,000 1,576,815

(Thomas Jefferson School of Law), Ser. A, 4

7/8s, 10/1/35 BBB- - - 200,000 203,374 200,000 203,374

Central CA Joint Pwr. Hlth. Fin. Auth. COP

(Cmnty. Hosp. of Central CA), 6s, 2/1/20 Baa2 - - 500,000 523,810 500,000 523,810

Chula Vista, Cmnty. Fac. Dist. Special Tax Rev.

Bonds

(No. 06-1 Eastlake Woods Area), 6.1s, 9/1/21 BB+/P - - 1,000,000 1,066,060 1,000,000 1,066,060

Foothill/Eastern Corridor Agcy. Rev. Bonds (CA

Toll Roads), 5 3/4s, 1/15/40 Baa3 - - 2,000,000 2,095,940 2,000,000 2,095,940

Irvine, Impt. Board Act of 1915 Special Assmt.

Bonds (No. 00-18 Group 3), 5.55s, 9/2/26 BBB-/P - - 500,000 515,895 500,000 515,895

Orange Cnty., Cmnty. Fac. Dist. Rev. Bonds

(Ladera Ranch - No. 1), 6s, 8/15/25

(Prerefunded) AAA - - 1,000,000 1,084,150 1,000,000 1,084,150

Roseville, Cmnty. Fac. Special Tax Bonds

(Dist. No. 1-Westpark), 5 1/4s, 9/1/19 BB/P - - 100,000 103,108 100,000 103,108

(Dist. No. 1-Westpark), 5s, 9/1/20 BB/P - - 500,000 507,450 500,000 507,450

Sunnyvale, Special Tax Rev. Bonds (Cmnty. Fac.

Dist. No. 1), 7 3/4s, 8/1/32 BB-/P - - 835,000 904,530 835,000 904,530

Vallejo, COP (Marine World Foundation), 7.2s,

2/1/26 BBB-/P 2,500,000 2,571,725 2,000,000 2,057,380 4,500,000 4,629,105

62,836,454 20,641,582 83,478,036
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Putnam Managed
Municipal

Putnam High Yield
Municipal Proforma Combined

Income Trust Trust

MUNICIPAL BONDS AND NOTES 143.6% 124.9% 137.8%

Rating(RAT) Principal Value Principal Value Principal Value

amount amount amount

Colorado 2.2% 0.8% 1.8%

CO Hlth. Fac. Auth. Rev. Bonds

(Christian Living Cmntys.), Ser. A, 5 3/4s,

1/1/26 BB-/P 200,000 210,976 100,000 105,488 300,000 316,464

(Evangelical Lutheran), 5 1/4s, 6/1/23 A- 1,000,000 1,059,940 - - 1,000,000 1,059,940

(Evangelical Lutheran), 5 1/4s, 6/1/21 A3 660,000 702,095 165,000 175,524 825,000 877,619

(Evangelical Lutheran), 5 1/4s, 6/1/19 A3 420,000 448,736 105,000 112,184 525,000 560,920

(Evangelical Lutheran), Ser. B, 3 3/4s,

6/1/34 A3 1,000,000 992,290 1,000,000 992,290

CO Pub. Hwy. Auth. Rev. Bonds (E-470 Pub.

Hwy.), Ser. B - -

zero %, 9/1/35 (Prerefunded) Aaa 15,500,000 2,074,830 - - 15,500,000 2,074,830

zero %, 9/1/34 (Prerefunded) Aaa 16,500,000 2,383,095 - - 16,500,000 2,383,095

Denver, City & Cnty. Arpt. Rev. Bonds, Ser. D,

AMBAC, 7 3/4s, 11/15/13 Aaa 1,050,000 1,175,328 - - 1,050,000 1,175,328

8,055,000 1,385,486 9,440,486

Connecticut 0.7% 0.5% 0.6%
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CT State Dev. Auth. 1st. Mtg. Gross Rev. Hlth.

Care Rev. Bonds (Elim Street Park Baptist, Inc.),

5.85s, 12/1/33 (*** PER FUND MANAGER, IS

ELIM, NOT ELM ***) BBB+ - - 750,000 795,653 750,000 795,653

CT State Dev. Auth. Rev. Bonds (Mystic Marine

Life Aquarium), Ser. A, 4 5/8s, 5/1/37 Aa3 2,500,000 2,442,475 - - 2,500,000 2,442,475

2,442,475 795,653 3,238,128
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Delaware 1.0% 0.8% 0.9%

GMAC Muni. Mtge. Trust 144A sub. notes, Ser.

A1-3, 5.3s, 10/31/39 A3 2,500,000 2,638,100 2,500,000 2,638,100

GMAC Muni. Mtge. Trust 144A sub. notes, Ser.

A1-2, 4.9s, 10/31/39 A3 1,000,000 1,030,980 1,000,000 1,030,980

New Castle Cnty., Rev. Bonds (Newark Charter

School, Inc.)

5s, 9/1/36 BBB- 300,000 306,486 100,000 102,162 400,000 408,648

5s, 9/1/30 BBB- 300,000 307,626 - - 300,000 307,626

Sussex Cnty., Rev. Bonds (First Mtge. - Cadbury

Lewes), Ser. A, 5.9s, 1/1/26 B/P 350,000 367,409 150,000 157,461 500,000 524,870
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3,619,621 1,290,603 4,910,224

District of Columbia 0.5% 0.6% 0.6%

DC Tobacco Settlement Fin. Corp. Rev. Bonds, 6

1/4s, 5/15/24 Baa2 1,900,000 2,024,222 950,000 1,012,111 2,850,000 3,036,333

Florida 9.8% 10.0% 9.9%

CFM Cmnty. Dev. Dist. Rev. Bonds, Ser. A, 6

1/4s, 5/1/35 BB-/P 1,470,000 1,571,592 - - 1,470,000 1,571,592

Clearwater Cay, Cmnty. Dev. Dist. Special

Assmt. Bonds, Ser. A, 5 1/2s, 5/1/37 BB-/P 1,600,000 1,626,656 - - 1,600,000 1,626,656

Fishhawk, Cmnty. Dev. Dist. II Rev. Bonds

Ser. A, 6 1/8s, 5/1/34 BB/P 475,000 503,628 475,000 503,628

Ser. B, 5s, 11/1/07 BB/P 20,000 20,005 10,000 10,003 30,000 30,008

FL Hsg. Fin. Corp. Rev. Bonds, Ser. G, 5 3/4s, AA1
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1/1/37 1,500,000 1,602,300 - - 1,500,000 1,602,300

FL State Mid-Bay Bridge Auth. Rev. Bonds, Ser.

A, 6.05s, 10/1/22 BBB/P 770,000 798,151 770,000 798,151 1,540,000 1,596,302
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Fleming Island, Plantation Cmnty. Dev. Dist.

Special Assmt. Bonds, Ser. B, 7 3/8s, 5/1/31

(Prerefunded) BB/P 750,000 833,715 350,000 389,067 1,100,000 1,222,782

Gateway Svcs. Cmnty., Dev. Dist. Special

Assmt. Bonds (Stoneybrook), 5 1/2s, 7/1/08 BB/P 50,000 50,191 - - 50,000 50,191

Halifax, Hosp. Med. Ctr. Rev. Bonds, Ser. A, 5

1/4s, 6/1/21 BBB+ 3,200,000 3,364,928 525,000 552,059 3,725,000 3,916,987

Heritage Harbor, South Cmnty. Dev. Distr. Rev.

Bonds, Ser. A, 6 1/2s, 5/1/34 BB/P 475,000 521,507 - - 475,000 521,507

Heritage Isle at Viera, Cmnty. Dev. Dist. Special

Assmt., Ser. B, 5s, 11/1/09 BB/P 125,000 124,710 155,000 154,640 280,000 279,350

Highlands Cnty., Hlth. Fac. Auth. Rev. Bonds

(Adventist Hlth.), Ser. A, 5s, 11/15/21 A+ 1,000,000 1,047,360 - - 1,000,000 1,047,360

(Hosp. Adventist Hlth.), Ser. A, 5s, 11/15/20 A+ 1,000,000 1,047,360 - - 1,000,000 1,047,360

Islands at Doral III, Cmnty. Dev. Dist. Special

Assmt. Bonds, Ser. 04-A, 5.9s, 5/1/35 BB/P 1,215,000 1,262,118 490,000 509,002 1,705,000 1,771,120

Halifax, Hosp. Med. Ctr. Rev. Bonds, Ser. A

U.S. Govt. Coll., 7 1/4s, 10/1/29 (Prerefunded) NR/P - - 500,000 564,850 500,000 564,850

5 1/4s, 6/1/19 BBB+ - - 655,000 691,254 655,000 691,254

Heritage Harbour Marketplace Cmnty., Dev.

Dist. Special Assmt., 5.6s, 5/1/36 BB-/P - - 395,000 404,966 395,000 404,966

Lee Cnty., Indl. Dev. Auth. Hlth. Care Fac. Rev.

Bonds (Cypress Cove Hlth. Pk.), Ser. A, 6 3/8s,

10/1/25 BB-/P - - 1,100,000 1,126,290 1,100,000 1,126,290

Miami Beach, Hlth. Fac. Auth. Hosp. Rev.

Bonds (Mount Sinai Med. Ctr.), Ser. A, 6.8s,

11/15/31 Ba1 - - 500,000 550,545 500,000 550,545
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CFM Cmnty. Dev. Dist. Rev. Bonds, Ser. B, 5

7/8s, 5/1/14 BB-/P - - 750,000 766,673 750,000 766,673

Double Branch Cmnty. Dev. Dist. Rev. Bonds,

Ser. A, 6.7s, 5/1/34 BB/P - - 970,000 1,079,814 970,000 1,079,814

Fishhawk, Cmnty. Dev. Dist. II Rev. Bonds, Ser.

B
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5 1/8s, 11/1/09 BB-/P - - 85,000 85,035 85,000 85,035

Lee Cnty., Indl. Dev. Auth. Hlth. Care Fac. Rev.

Bonds

(Alliance Cmnty.), Ser. C, 5 1/2s, 11/15/29

(Prerefunded) BBB- 1,000,000 1,049,520 1,075,000 1,128,234 2,075,000 2,177,754

(Shell Pt./Alliance Oblig. Group), 5 1/8s,

11/15/36 BBB- 475,000 485,232 100,000 102,154 575,000 587,386

(Shell Pt./Alliance Cmnty.), 5s, 11/15/22 BBB- 1,000,000 1,026,180 500,000 513,090 1,500,000 1,539,270

Miami Beach, Hlth. Fac. Auth. Hosp. Rev.

Bonds (Mount Sinai Med. Ctr.), Ser. A, 6.7s,

11/15/19 Ba1 1,335,000 1,467,419 - - 1,335,000 1,467,419

North Springs, Impt. Dist. Special Assmt. Rev.

Bonds (Parkland Golf Country Club), Ser. A-1,

5.45s, 5/1/26 BB-/P 245,000 249,285 735,000 747,855 980,000 997,140

Old Palm, Cmnty. Dev. Dist. Special Assmt.

Bonds (Palm Beach Gardens), Ser. A, 5.9s,

5/1/35 BB/P 975,000 1,020,679 490,000 512,957 1,465,000 1,533,636
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Palm Coast Pk. Cmnty. Dev. Dist. Special

Assmt. Bonds, 5.7s, 5/1/37 BB-/P 1,000,000 1,022,460 - - 1,000,000 1,022,460

Reunion West, Cmnty. Dev. Dist. Special Assmt.

Bonds, 6 1/4s, 5/1/36 BB-/P 1,485,000 1,566,304 740,000 780,515 2,225,000 2,346,819

South Bay, Cmnty. Dev. Dist. Rev. Bonds, Ser.

B-2, 5 3/8s, 5/1/13 BB-/P 2,500,000 2,522,800 750,000 756,840 3,250,000 3,279,640

South Miami, Hlth. Fac. Auth. Rev. Bonds

(Baptist Hlth.), 5 1/4s, 11/15/33 Aa3 1,500,000 1,560,900 - - 1,500,000 1,560,900

South Village, Cmnty. Dev. Dist. Rev. Bonds,

Ser. A, 5.7s, 5/1/35 BB-/P 485,000 496,097 485,000 496,097 970,000 992,194

Tampa Bay, Cmnty. Dev. Dist. Special Assmt.

Bonds (New Port), Ser. A, 5 7/8s, 5/1/38 BB-/P 1,975,000 2,041,143 600,000 620,094 2,575,000 2,661,237

Tern Bay, Cmnty. Dev. Dist. Special Assmt.

Bonds

Ser. A, 5 3/8s, 5/1/37 BB-/P 1,150,000 1,163,685 200,000 202,380 1,350,000 1,366,065

Ser. B, 5s, 5/1/15 BB-/P 495,000 493,099 595,000 592,715 1,090,000 1,085,814

Tolomato, Cmnty. Dev. Dist. Special Assmt.

Bonds, 5.4s, 5/1/37 BB-/P 325,000 327,516 125,000 125,968 450,000 453,484

Orange Cnty., Hlth. Fac. Auth. Rev. Bonds

(Orlando Regl. Hlth. Care), U.S. Govt. Coll., 5 A2 - - 500,000 551,215 500,000 551,215
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3/4s, 12/1/32 (Prerefunded)
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Verandah, West Cmnty. Dev. Dist. Rev. Bonds

(Cap. Impt.), Ser. A, 6 5/8s, 5/1/33 BB/P - - 475,000 510,359 475,000 510,359

Verano Ctr. Cmnty. Dev. Dist. Special Assmt.

Bonds (Cmnty. Infrastructure)

Ser. A, 5 3/8s, 5/1/37 BB-/P 750,000 756,150 300,000 302,460 1,050,000 1,058,610

Ser. B, 5s, 11/1/13 BB-/P 475,000 475,261 200,000 200,110 675,000 675,371

Wentworth Estates, Cmnty. Dev. Dist. Special

Assmt. Bonds

Ser. A, 5 5/8s, 5/1/37 BB-/P 725,000 745,423 275,000 282,747 1,000,000 1,028,170

Ser. B, 5 1/8s, 11/1/12 BB-/P 795,000 796,320 125,000 125,208 920,000 921,528

Westchester Cmnty. Dev. Dist. No. 1 Special

Assmt. (Cmnty. Infrastructure), 6 1/8s, 5/1/35 BB-/P 1,250,000 1,322,325 - - 1,250,000 1,322,325

World Commerce Cmnty. Dev. Dist. Special

Assmt., Ser. A-1

6 1/2s, 5/1/36 BB-/P 950,000 1,017,317 300,000 321,258 1,250,000 1,338,575

6 1/4s, 5/1/22 BB-/P 530,000 564,238 195,000 207,597 725,000 771,835

36,543,574 16,762,202 53,305,776

Georgia 2.5% 3.4% 2.8%

Burke Cnty., Poll. Control Dev. Auth. Mandatory

Put Bonds (GA Power Co.), 4.45s, 12/1/08 A2 4,000,000 4,002,280 - - 4,000,000 4,002,280

Forsyth Cnty., Hosp. Auth. Rev. Bonds (Baptist

Hlth. Care Syst.), U.S. Govt. Coll., 6 1/4s,

10/1/18 (Prerefunded) AAA - - 2,000,000 2,283,120 2,000,000 2,283,120
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Fulton Cnty., Res. Care Fac. Rev. Bonds

(Canterbury Court), Class A, 6 1/8s, 2/15/34 B+/P 425,000 448,749 175,000 184,779 600,000 633,528

(First Mtge. - Lenbrook), Ser. A, 5s, 7/1/17 B/P
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1,370,000 1,391,742 - - 1,370,000 1,391,742

GA Med. Ctr. Hosp. Auth. Rev. Bonds, MBIA,

6.367s, 8/1/10 Aaa 1,400,000 1,403,136 2,400,000 2,405,376 3,800,000 3,808,512

Med. Ctr. Hosp. Auth. Rev. Bonds (Spring

Harbor Green Island), 5 1/4s, 7/1/27 B+/P 375,000 383,873 200,000 204,732 575,000 588,605

Rockdale Cnty., Dev. Auth. Solid Waste Disp.

Rev. Bonds (Visay Paper, Inc.), 7.4s, 1/1/16 B+/P 1,820,000 1,823,185 705,000 706,234 2,525,000 2,529,419

9,452,965 5,784,241 15,237,206

Hawaii 0.5% 0.0% 0.3%

HI Dept. of Trans. Special Fac. Rev. Bonds

(Continental Airlines, Inc.), 7s, 6/1/20 B 1,635,000 1,742,910 - - 1,635,000 1,742,910

Idaho 0.6% 0.8% 0.7%
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ID Hsg. & Fin. Assn. Rev. Bonds (Single Fam.

Mtge.), Ser. C-2, FHA Insd., 5.15s, 7/1/29 Aaa 740,000 745,069 555,000 558,802 1,295,000 1,303,871

Madison Cnty., Hosp. COP

5 1/8s, 9/1/14 BBB- - - 500,000 525,665 500,000 525,665

5 1/8s, 9/1/13 BBB- - - 250,000 261,870 250,000 261,870

Madison Cnty., Hosp. COP, 5 1/4s, 9/1/20 BBB- 1,480,000 1,546,482 - - 1,480,000 1,546,482

2,291,551 1,346,337 3,637,888

Illinois 4.0% 2.3% 3.4%

Bedford Pk., Village Rev. Bonds (Hotel/Motel

Tax), Ser. A, 4.9s, 12/1/23 Baa1 600,000 609,216 - - 600,000 609,216
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