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ITEM 1. REPORT TO STOCKHOLDERS.

The Annual Report to Stockholders is filed herewith.
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May 31, 2012

Annual Report

Western Asset Managed Municipals Fund Inc.

(MMU)

INVESTMENT PRODUCTS: NOT FDIC INSURED • NO BANK GUARANTEE • MAY LOSE VALUE
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II

Western Asset Managed Municipals Fund Inc.

Fund objective

The Fund seeks to maximize current income exempt from federal income tax* as is consistent with preservation of principal.

* Certain investors may be subject to the federal alternative minimum tax (�AMT�), and state and local taxes will apply. Capital gains, if any,
are fully taxable. Please consult your personal tax or legal adviser.
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Letter from the chairman

Dear Shareholder,

We are pleased to provide the annual report of Western Asset Managed Municipals Fund Inc. for the twelve-month reporting period ended
May 31, 2012. Please read on for a detailed look at prevailing economic and market conditions during the Fund�s reporting period and to learn
how those conditions have affected Fund performance.

As always, we remain committed to providing you with excellent service and a full spectrum of investment choices. We also remain committed
to supplementing the support you receive from your financial advisor. One way we accomplish this is through our website, www.lmcef.com.
Here you can gain immediate access to market and investment information, including:

• Fund prices and performance,

• Market insights and commentaries from our portfolio managers, and

• A host of educational resources.

We look forward to helping you meet your financial goals.

Sincerely,

R. Jay Gerken, CFA
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Chairman, President and Chief Executive Officer

June 29, 2012

Edgar Filing: WESTERN ASSET MANAGED MUNICIPALS FUND INC. - Form N-CSR

6



Western Asset Managed Municipals Fund Inc.   III

Investment commentary

Economic review

The U.S. economy continued to grow over the twelve months ended May 31, 2012, albeit at an uneven pace. U.S. gross domestic product
(�GDP�)i growth, as reported by the U.S. Department of Commerce, was 1.3% and 1.8% in the second and third quarters of 2011, respectively.
The economy then gathered further momentum late in 2011, as the Commerce Department reported that fourth quarter GDP growth was 3.0% �
the fastest pace since the second quarter of 2010. However, economic growth in the U.S. then moderated somewhat, as the Commerce
Department reported that first quarter 2012 GDP growth was 1.9%.

Two factors constraining economic growth were the weak job market and continued troubles in the housing market. While there was some
improvement during the reporting period, unemployment remained elevated. When the reporting period began, unemployment, as reported by
the U.S. Department of Labor, was 9.0%. Unemployment stayed at or above 9.0% until October, when it dipped to 8.9%. Unemployment then
declined during five out of the next six months and was 8.1% in April 2012, the lowest rate since January 2009. However, the unemployment
rate then moved up to 8.2% in May 2012. The housing market showed some positive signs, although it still appears to be searching for a bottom.
According to the National Association of Realtors (�NAR�), existing-home sales fluctuated throughout the period. Existing-home sales fell 1.5%
on a seasonally adjusted basis in May 2012 versus the previous month. However, the NAR reported that the median existing-home price for all
housing types was $182,600 in May 2012, up 7.9% from May 2011. In addition, the inventory of unsold homes fell 0.4% in May versus the
previous month.

The manufacturing sector overcame a soft patch in the summer of 2011 and continued to expand during the reporting period. Looking back,
based on the Institute for Supply Management�s PMI (�PMI�)ii, in February 2011, the manufacturing sector expanded at its fastest pace since
May 2004, with a reading of 61.4 (a reading below 50 indicates a contraction, whereas a reading above 50 indicates an expansion). The PMI
then generally moderated over the next several months and was 50.6 in August 2011, its lowest reading in two years. The manufacturing sector
gathered momentum and ended January 2012 at 54.1, its highest reading since June 2011. The PMI then fluctuated over the last four months of
the reporting period and was 53.5 in May 2012.

The Federal Reserve Board (�Fed�)iii took a number of actions as it sought to meet its dual mandate of fostering maximum employment and price
stability. As has been the case since December 2008, the Fed kept the federal funds rateiv at a historically low range between zero and 0.25%. In
August 2011, the Fed declared its intention to keep the federal funds rate steady until mid-2013. Then, in September 2011, the Fed announced its
intention to purchase $400 billion of longer-term Treasury securities and to sell an equal amount of shorter-term Treasury securities by
June 2012 (often referred to as �Operation Twist�). In January 2012, the Fed extended the period it expects to keep rates on hold,
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IV

Western Asset Managed Municipals Fund Inc.

Investment commentary (cont�d)

saying �economic conditions � including low rates of resource utilization and a subdued outlook for inflation over the medium run � are likely to
warrant exceptionally low levels for the federal funds rate at least through late 2014.� In June, after the reporting period ended, the Fed
announced that it would extend Operation Twist until the end of 2012 and that it was �prepared to take further action as appropriate to promote a
stronger economic recovery and sustained improvement in labor market conditions in a context of price stability.�

As always, thank you for your confidence in our stewardship of your assets.

Sincerely,

R. Jay Gerken, CFA

Chairman, President and
Chief Executive Officer

June 29, 2012

All investments are subject to risk including the possible loss of principal. Past performance is no guarantee of future results.

i Gross domestic product (�GDP�) is the market value of all final goods and services produced within a country in a given period of time.
ii The Institute for Supply Management�s PMI is based on a survey of purchasing executives who buy the raw materials for manufacturing at

more than 350 companies. It offers an early reading on the health of the manufacturing sector.
iii The Federal Reserve Board (�Fed�) is responsible for the formulation of policies designed to promote economic growth, full employment,

stable prices and a sustainable pattern of international trade and payments.
iv The federal funds rate is the rate charged by one depository institution on an overnight sale of immediately available funds (balances at the

Federal Reserve) to another depository institution; the rate may vary from depository institution to depository institution and from day to
day.
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Fund overview

Q. What is the Fund�s investment strategy?

A. The Fund seeks to maximize current income exempt from federal income tax as is consistent with the preservation of principal. We select
securities primarily by identifying undervalued sectors and individual securities, while also selecting securities that we believe will benefit from
changes in market conditions.

Under normal market conditions, the Fund invests primarily in investment grade municipal bonds, but it can also invest up to 20% of its total
assets in municipal bonds rated below investment grade by a nationally recognized statistical rating organization or, if unrated, determined to be
of equivalent quality. The Fund may also use a variety of derivative instruments for investment purposes, as well as for hedging or
risk-management purposes.

At Western Asset Management Company (�Western Asset�), the Fund�s subadviser, we utilize a fixed-income team approach, with decisions
derived from interaction among various investment management sector specialists. The sector teams are comprised of Western Asset�s senior
portfolio managers, research analysts and an in-house economist. Under this team approach, management of client fixed-income portfolios will
reflect a consensus of interdisciplinary views within the Western Asset organization. The portfolio managers responsible for development of
investment strategy, day-to-day portfolio management, oversight and coordination of the Fund are Stephen A. Walsh, Robert E. Amodeo and
David T. Fare.

Q. What were the overall market conditions during the Fund�s reporting period?

A. The spread sectors (non-Treasuries) experienced periods of volatility during the reporting period, but ultimately generated positive results.
Risk aversion generally ruled the markets from June through September 2011, given mostly disappointing economic data, the European
sovereign debt crisis and the Standard & Poor�s rating downgrade of U.S. sovereign debt. Most spread sectors then rallied in October given hopes
of progress in Europe and some better-than-expected economic data. While risk aversion returned in November given an escalation of the
European sovereign debt crisis, risk appetite returned in December and generally remained robust during the next three months. This shift in
investor sentiment was triggered by indications that the U.S. economy was gathering momentum and signs of progress in the European
sovereign debt crisis. However, fears that the economy may be experiencing a soft patch and contagion fears from Europe led to periods of
heightened risk aversion late in the period.

Both short- and long-term Treasury yields moved lower during the reporting period. When the period began, two- and ten-year Treasury yields
were 0.45% and 3.05%, respectively. Treasury yields initially moved higher and two- and ten-year Treasury yields peaked at 0.50% and 3.22%,
respectively, on July 1, 2011. Yields then declined during much of the next two months due to disappointing economic data, and two-year
Treasuries hit their low for the reporting period of 0.16% on September 19, 2011. Yields then moved higher during much of the next six months
as the economy gained some traction and rising oil prices fanned inflationary concerns. However, yields moved sharply lower in April and
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May given some moderating economic data in the U.S. and renewed fears regarding the situation in Europe. When the reporting period ended on
May 31, 2012, two-year Treasury yields were 0.27% and ten-year Treasury yields were 1.59% � a record low.
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Western Asset Managed Municipals Fund Inc. 2012 Annual Report

Fund overview (cont�d)

Aside from some temporary setbacks, the municipal bond market generated strong results during the reporting period. Looking back, prior to the
beginning of the period in late 2010 and early 2011, the municipal market performed poorly given concerns regarding the financial health of
some issuers, fears of increasing defaults and investor redemptions from municipal bond mutual funds. However, the municipal market started to
rally in April 2011 and it posted positive returns during ten of the twelve months covered by this report. Supporting the municipal market were
increasing tax revenues, falling new issuance, generally strong investor demand and extremely low defaults. In addition, while certain challenges
remain, a number of states took actions to reduce spending and get their financial houses in order. All told, the Barclays Capital Municipal Bond
Indexi returned 10.40% for the twelve months ended May 31, 2012. Over the same period, the overall taxable bond market, as measured by the
Barclays Capital U.S. Aggregate Indexii, returned 7.12%.

Q. How did we respond to these changing market conditions?

A. There were only minor changes to the Fund during the reporting period, as we were generally comfortable with its sector and yield
curveiii positioning. However, while we maintained an overweight to Health Care, we reduced this exposure somewhat to capture profits given
the sector�s strong performance during the period. In addition, the Fund�s allocation to short-term investments increased.

The Fund employed short U.S. Treasury futures on several occasions during the reporting period to manage durationiv. This strategy modestly
detracted from the Fund�s performance during the reporting period.

During the reporting period, we tactically utilized leverage in the Fund. We generally maintained leverage as a percentage of gross assets of
approximately 29.6% during the reporting period. The use of leverage was additive for results given the positive performance of the municipal
bond market over the twelve months ended May 31, 2012.

Performance review

For the twelve months ended May 31, 2012, Western Asset Managed Municipals Fund Inc. returned 20.38% based on its net asset value
(�NAV�)v and 20.09% based on its New York Stock Exchange (�NYSE�) market price per share. The Fund�s unmanaged benchmark, the Barclays
Capital Municipal Bond Index, returned 10.40% for the same period. The Lipper General & Insured Municipal Debt (Leveraged) Closed-End
Funds Category Averagevi returned 20.76% over the same time frame. Please note that Lipper performance returns are based on each fund�s
NAV.

Certain investors may be subject to the federal alternative minimum tax, and state and local taxes will apply. Capital gains, if any, are fully
taxable. Please consult your personal tax or legal adviser.
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During the twelve-month period, the Fund made distributions to shareholders totaling $0.78 per share. The performance table shows the Fund�s
twelve-month total return based on its NAV and market price as of May 31, 2012. Past performance is no guarantee of future results.

Performance Snapshot as of May 31, 2012

Price Per Share
12-Month

Total Return*
$13.98(NAV) 20.38%�
$13.86(Market Price) 20.09%�

All figures represent past performance and are not a guarantee of future results.

* Total returns are based on changes in NAV or market price, respectively.
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Western Asset Managed Municipals Fund Inc. 2012 Annual Report   3

� Total return assumes the reinvestment of all distributions at NAV. Prior to January 1, 2012, total return assumed the reinvestment
of all distributions in additional shares in accordance with the Fund�s Dividend Reinvestment Plan.

� Total return assumes the reinvestment of all distributions in additional shares in accordance with the Fund�s Dividend Reinvestment
Plan.

Q. What were the leading contributors to performance?

A. The largest contributors to the Fund�s relative performance during the reporting period were its duration and overall yield curve positioning.
The Fund�s duration was longer than that of the benchmark, which was beneficial as rates moved lower during the reporting period. From a yield
curve perspective, the Fund maintained an overweight to the 20+ year portion of the municipal yield curve. This positively impacted
performance as longer-term securities outperformed shorter-term securities.

Also benefiting the Fund�s performance were its overweight exposure to lower-rated investment grade municipal bonds and its underweight to
AAA-rated municipal bonds. We felt that high-quality securities were richly valued and the underweight position was rewarded given that they
lagged their lower-rated counterparts during the period.

Sector positioning, overall, enhanced the Fund�s results during the reporting period. In particular, overweights to the strong performing Health
Care, Transportation and Industrial Revenue sectors were positive for performance. In addition, having underweights to State and Local General
Obligation bonds (�GOs�) were rewarded as they lagged the benchmark.

Q. What were the leading detractors from performance?

A. The largest detractor from relative performance during the reporting period was the Fund�s allocation to securities with maturities of five years
and less given their relatively poor results.

From a sector perspective, underweights to Leasing and Power were drags on results as they both outperformed the benchmark during the
reporting period.

Finally, the Fund�s short U.S. Treasury futures position was a modest detractor as Treasury yields declined during the period given several flights
to quality.

Looking for additional information?
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The Fund is traded under the symbol �MMU� and its closing market price is available in most newspapers under the NYSE listings. The daily
NAV is available on-line under the symbol �XMMUX� on most financial websites. Barron�s and the Wall Street Journal�s Monday edition both
carry closed-end fund tables that provide additional information. In addition, the Fund issues a quarterly press release that can be found on most
major financial websites as well as www.lmcef.com.

In a continuing effort to provide information concerning the Fund, shareholders may call 1-888-777-0102 (toll free), Monday through Friday
from 8:00 a.m. to 5:30 p.m. Eastern Time, for the Fund�s current NAV, market price and other information.

Thank you for your investment in Western Asset Managed Municipals Fund
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Western Asset Managed Municipals Fund Inc. 2012 Annual Report

Fund overview (cont�d)

Inc. As always, we appreciate that you have chosen us to manage your assets and we remain focused on achieving the Fund�s investment goals.

Sincerely,

Western Asset Management Company

June 19, 2012

RISKS: The Fund�s investments are subject to a number of risks such as liquidity risk, interest rate risk, credit risk, leveraging risk and
management risk. As interest rates rise, the price of fixed-income investments declines. Lower-rated, higher-yielding bonds are subject to
greater credit risk than higher-rated investment grade securities. Municipal securities purchased by the Fund may be adversely affected by
changes in the financial condition of municipal issuers and insurers, regulatory and political developments, uncertainties and public
perceptions, and other factors. The Fund may make significant investments in derivative instruments. Derivative instruments can be illiquid, may
disproportionately increase losses and could have a potentially large impact on Fund performance. Leverage may result in greater volatility of
NAV and market price of common shares and may increase a shareholder�s risk of loss.

The mention of sector breakdowns is for informational purposes only and should not be construed as a recommendation to purchase or sell any
securities. The information provided regarding such sectors is not a sufficient basis upon which to make an investment decision. Investors
seeking financial advice regarding the appropriateness of investing in any securities or investment strategies discussed should consult their
financial professional. Portfolio holdings are subject to change at any time and may not be representative of the portfolio managers� current or
future investments. The Fund�s portfolio composition is subject to change at any time.

All investments are subject to risk including the possible loss of principal. Past performance is no guarantee of future results. All index
performance reflects no deduction for fees, expenses or taxes. Please note that an investor cannot invest directly in an index.

The information provided is not intended to be a forecast of future events, a guarantee of future results or investment advice. Views expressed
may differ from those of the firm as a whole.

i
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The Barclays Capital Municipal Bond Index is a market value weighted index of investment grade municipal bonds with maturities of one
year or more.

ii The Barclays Capital U.S. Aggregate Index is a broad-based bond index comprised of government, corporate, mortgage- and asset-backed
issues, rated investment grade or higher, and having at least one year to maturity.

iii The yield curve is the graphical depiction of the relationship between the yield on bonds of the same credit quality but different maturities.
iv Duration is the measure of the price sensitivity of a fixed-income security to an interest rate change of 100 basis points. Calculation is based

on the weighted average of the present values for all cash flows.
v Net asset value (�NAV�) is calculated by subtracting total liabilities and outstanding preferred stock (if any) from the closing value of all

securities held by the Fund (plus all other assets) and dividing the result (total investments) by the total number of the common shares
outstanding. The NAV fluctuates with changes in the market prices of securities in which the Fund has invested. However, the price at
which an investor may buy or sell shares of the Fund is the Fund�s market price as determined by supply of and demand for the Fund�s shares.

vi Lipper, Inc., a wholly-owned subsidiary of Reuters, provides independent insight on global collective investments. Returns are based on the
twelve-month period ended May 31, 2012, including the reinvestment of all distributions, including returns of capital, if any, calculated
among the 84 funds in the Fund�s Lipper category.
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Fund at a glance� (unaudited)

Investment breakdown (%) as a percent of total investments

� The bar graph above represents the composition of the Fund�s investments as of May 31, 2012 and May 31, 2011 and does not include
derivatives such as futures contracts. The Fund is actively managed. As a result, the composition of the Fund�s investments is subject to change at
any time.
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Spread duration (unaudited)

Economic Exposure � May 31, 2012

Spread duration measures the sensitivity to changes in spreads. The spread over Treasuries is the annual risk-premium demanded by investors to
hold non-Treasury securities. Spread duration is quantified as the % change in price resulting from a 100 basis points change in spreads. For a
security with positive spread duration, an increase in spreads would result in a price decline and a decline in spreads would result in a price
increase. This chart highlights the market sector exposure of the Fund�s portfolio and the exposure relative to the selected benchmark as of the
end of the reporting period.

BC Muni Bond � Barclays Capital Municipal Bond Index
MMU � Western Asset Managed Municipals Fund Inc.
VRDN � Variable Rate Demand Notes
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Effective duration (unaudited)

Interest Rate Exposure � May 31, 2012

Effective duration measures the sensitivity to changes in relevant interest rates. Effective duration is quantified as the % change in price resulting
from a 100 basis points change in interest rates. For a security with positive effective duration, an increase in interest rates would result in a price
decline and a decline in interest rates would result in a price increase. This chart highlights the interest rate exposure of the Fund�s sectors relative
to the selected benchmark sectors as of the end of the reporting period.

BC Muni Bond � Barclays Capital Municipal Bond Index
MMU � Western Asset Managed Municipals Fund Inc.
VRDN � Variable Rate Demand Notes
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Schedule of investments

May 31, 2012

Western Asset Managed Municipals Fund Inc.

Security Rate
Maturity

Date
Face

Amount Value
Municipal Bonds � 130.5%
Arizona � 6.4%
Greater Arizona Development Authority,
Development Authority Infrastructure Revenue,
Pinal County Road Project, NATL 5.000% 8/1/19 $  3,705,000 $  4,128,778
Phoenix, AZ, Civic Improvement Corp. Airport
Revenue 5.000% 7/1/40 5,000,000 5,384,800
Phoenix, AZ, Civic Improvement Corp. Airport
Revenue, Senior Lien, FGIC 5.250% 7/1/22 3,000,000 3,005,040(a)
Phoenix, AZ, GO 5.000% 7/1/27 580,000 581,769
Phoenix, AZ, GO 5.000% 7/1/27 420,000 421,466(b)

Salt Verde, AZ, Financial Corp. Gas Revenue 5.000% 12/1/32 15,000,000 15,527,550
Salt Verde, AZ, Financial Corp. Gas Revenue 5.000% 12/1/37 7,040,000 7,183,123
Salt Verde, AZ, Financial Corp. Senior Gas Revenue 5.250% 12/1/28 2,000,000 2,149,080
Total Arizona 38,381,606
California � 17.7%
Bay Area Toll Authority, CA, Toll Bridge Revenue,
San Francisco Bay Area 5.125% 4/1/39 21,700,000 24,128,664
California EFA Revenue, Pooled College, Western
University of Health Sciences 5.625% 7/1/23 1,170,000 1,103,216
California Health Facilities Financing Authority
Revenue, Stanford Hospital & Clinics 5.150% 11/15/40 2,000,000 2,230,140
California Housing Finance Agency Revenue,
Home Mortgage 4.700% 8/1/24 3,100,000 2,982,386(a)
California Statewide CDA Revenue, Methodist
Hospital Project, FHA 6.625% 8/1/29 5,885,000 7,404,742
Garden Grove, CA, Agency for Community
Development, Tax Allocation, Refunding, AMBAC 5.000% 10/1/29 7,375,000 7,215,626
Imperial Irrigation District, CA, Electric Revenue 5.500% 11/1/41 2,750,000 3,098,343
Los Angeles, CA, Convention & Exhibition Center
Authority, Lease Revenue 5.125% 8/15/22 7,250,000 8,015,383
Los Angeles, CA, Department of Airports Revenue,
Los Angeles International Airport 5.000% 5/15/40 7,215,000 7,944,076
M-S-R Energy Authority, CA 7.000% 11/1/34 3,000,000 3,949,440
M-S-R Energy Authority, CA, Gas Revenue 6.500% 11/1/39 9,000,000 11,190,150
Modesto, CA, Irrigation District, COP, Capital
Improvements 6.000% 10/1/39 6,500,000 7,098,715
Rancho Cucamonga, CA, RDA, Tax Allocation,
Rancho Redevelopment Projects, NATL 5.125% 9/1/30 3,340,000 3,340,301
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Sacramento County, CA, COP, Unrefunded Balance,
Public Facilities Project, NATL 5.375% 2/1/19 1,145,000 1,146,431
San Bernardino County, CA, COP, Arrowhead Project 5.125% 8/1/24 5,185,000 5,591,452

See Notes to Financial Statements.
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Western Asset Managed Municipals Fund Inc.

Security Rate
Maturity

Date
Face

Amount Value
California � continued
San Mateo County Community College District,
COP, NATL 5.000 % 10/1/25 $  3,000,000 $   3,321,600 (b)

Shafter Wasco Irrigation District Revenue, CA, COP 5.000 % 11/1/40 5,000,000 5,328,050
Total California 105,088,715
Colorado � 11.7%
Colorado Health Facilities Authority Revenue:
Catholic Health Initiatives 5.000 % 9/1/41 4,000,000 4,216,520
Sisters Leavenworth 5.000 % 1/1/35 6,000,000 6,469,740
Denver, CO, City & County Airport Revenue 6.125 % 11/15/25 10,945,000 14,936,642 (a)(c)

Denver, CO, City & County Airport Revenue,
Unrefunded Balance 6.125 % 11/15/25 13,630,000 13,669,118 (a)

El Paso County, CO, COP, Detention Facility
Project, AMBAC 5.000 % 12/1/23 1,700,000 1,740,103 (b)

Garfield County, CO, GO:
School District No. 2, AGM, State Aid Withholding 5.000 % 12/1/23 2,300,000 2,354,257 (b)

School District No. 2, AGM, State Aid Withholding 5.000 % 12/1/25 1,000,000 1,023,590 (b)

Public Authority for Colorado Energy, Natural Gas
Purchase Revenue 6.500 % 11/15/38 20,000,000 25,274,000
Total Colorado 69,683,970
District of Columbia � 2.6%
District of Columbia, Hospital Revenue, Children�s
Hospital Obligation, AGM 5.450 % 7/15/35 14,495,000 15,762,298
Florida � 10.8%
Florida State Department of Transportation, GO,
Right of Way Project, FGIC 5.000 % 7/1/25 1,465,000 1,484,807
Jacksonville, FL, Electric Authority, Electric System
Revenue 5.000 % 10/1/28 3,305,000 3,415,189
Martin County, FL, IDA Revenue, Indiantown
Cogeneration Project 7.875 % 12/15/25 6,500,000 6,530,615 (a)

Miami-Dade County, FL, Aviation Revenue 5.500 % 10/1/41 10,000,000 10,950,000
Miami-Dade County, FL, Aviation Revenue,
Miami International Airport 5.375 % 10/1/35 10,705,000 11,970,652
Miami-Dade County, FL, Expressway Authority
Toll System Revenue 5.000 % 7/1/40 10,000,000 10,615,700
Orange County, FL, Health Facilities Authority
Revenue, Hospital-Orlando Regional Healthcare 5.000 % 11/1/35 4,545,000 4,855,014
Orange County, FL, School Board, COP, AGC 5.500 % 8/1/34 8,000,000 9,113,200
Orlando, FL, State Sales Tax Payments Revenue 5.000 % 8/1/32 5,000,000 5,483,700
Total Florida 64,418,877
Georgia � 4.5%
Atlanta, GA, Water & Wastewater Revenue 6.250 % 11/1/39 13,000,000 15,416,440
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See Notes to Financial Statements.
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Schedule of investments (cont�d)

May 31, 2012

Western Asset Managed Municipals Fund Inc.

Security Rate
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