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Introduction

SEC Chairman Christopher Cox succinctly summed up the current state of affairs in the
municipal securities market when he said that continuing disclosure is *...technically
voluntary.”? In the highly regulated and endlessly scrutinized world of US capital
markets, municipal securities stand apart as the one marketplace where secondary market
disclosure rules are not universally embraced.

It is a disturbing anomaly that a market as liquid and frequently traded as the $2.6 trillion
(outstanding) municipal securities market can get by with “voluntary’ credit transparency.
Much more progress in transparency has been made in areas of the municipal securities
market where modern information technology can provide solutions, such as in trade
reporting and price/yield dissemination. However, in the municipal market, there is no
guarantee that an obligor — the municipality or other entity responsible for bond
repayment — will tell its operating and financial story to the market on a regular basis so
that investors who have risked capital, or want to risk capital, on that obligor’s debt are
apprised of its overall condition.

Ongoing disclosure — that is, the official annual filing of financial statements and other
material information — directly affects the credit transparency of bonds in the secondary
market. The implications of any failure to disclose are serious. At minimum, it is a
breach of the fundamental principles of investor protection, suggesting hidden problems
or potential fraud. In today’s economic environment in which both tax revenues and
business conditions are strained by the ongoing impact of a credit implosion begun in the
mortgage markets, and in which even the rating agencies and guarantors of municipal
bonds are feeling the blow, credit transparency is more crucial than ever for investors and
their advisors.

Concerns about fairness and transparency in the municipal markets have stimulated two
separate initiatives at the Federal level. One is a bill reported out of the House Financial
Services Committee, HR 6803 (the “Municipal Bond Fairness Act”), that seeks to amend
Section 15E(c) of the Securities Exchange Act of 1934 to require credit rating agencies to

! The Bond Buyer, March 7, 2007, “SEC’s New Muni Initiative,” p.1.
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rate municipal credits on the same criteria as corporate credits. The other is a proposal by
the SEC to condense the current municipal disclosure apparatus established under its own
Rule 15¢2-12 into a single clearinghouse to be run by the Municipal Securities
Rulemaking Board (“MSRB”).

In the light of the voluntary nature of disclosure and the increasing regulatory and
legislative concerns about transparency in the municipal market, we undertook a study of
official disclosure filings over a ten-year period. Our objective was to gauge the actual
disclosure behavior of issuers and other obligated parties across the entire breadth of the
market, from local taxing units of government to large corporate borrowers who raise
debt capital in the municipal market through conduit issuers.

This study is, as far as we know, the first empirical analysis of market transparency in
terms of ongoing disclosure performance. Factual understanding of this issue is essential
for effective dialog and decisions by lawmakers, regulators, policy makers, and market
participants.

DPC DATA is in a position to conduct this study because, as a Nationally Recognized
Municipal Securities Information Repository (NRMSIR), we have the raw data. In fact, at
this point, a market-wide view of obligor performance in ongoing disclosures can only be
obtained through study of NRMSIR archives and data resources. The NRMSIRs are the
only entities which have possession of comprehensive, historical records of what
municipal disclosure materials were officially filed, who filed them, and when they were
filed

The Federally-mandated archiving of official secondary market disclosure information
began as a result of the creation of the national system of official disclosure
clearinghouses by the 1994 amendments to SEC Rule 15¢2-12. This Rule is one of the
principal Federal regulations that protect investors in municipal securities and which
establishes the mechanisms by which that protection exists. As one of the private
companies designated by the SEC to serve as a NRMSIR, we serve in the role of
collecting, organizing and making official disclosure documents available to the industry
and the public.

As will be detailed in this report, this study has brought to light a serious and systemic
credit transparency problem in the municipal marketplace. Our findings indicate that non-
disclosure is an established practice and a growing trend among obligors. It affects an
increasing amount of public debt, and presents risks to investors as well as the
intermediaries that serve them.

In the following sections, we will provide brief highlights from the study, an explanation
of the methodology and sample selection, and detailed results. Appendices at the end of
this document will provide more statistical data on the study and results.

Above all, in presenting this study, we hope to escalate the issue of disclosure compliance
and make it a more concrete concern in the current public debate on market transparency
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and investor protection. We believe that these previously unavailable facts are essential
knowledge, and that they will contribute to the evolution of policies and practices to
serve the common good in this large and vitally important market.
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Summary Findings

For obligors subject to disclosure covenants based on the requirements of SEC Rule
15¢2-12 who issued bonds between 1996 and 2005, the following facts and trends
emerged from this study:

e Across all bond classes, market sectors, and issuer geographies, more than 50% of
bonds outstanding for nine or more years have one or more years of disclosure
delinquency, and more than 25 percent are in chronic delinquency, missing three
or more years of disclosures.

e In 2006, bonds in disclosure delinquency represent more than $348 billion in
original par amount.

e The likelihood of delinquency increases with the age of the issue.

e The number and proportion of continuing disclosure delinquencies are increasing
every year. The occurrence of disclosure delinquencies showed a noticeable
upturn starting in 2004, a trend that continues to accelerate.

e The level of disclosure delinquencies is significant among all issue size
categories.

e Although smaller issues have the highest total number of delinquencies, their
incidence is proportionally lower than their representation in terms of the number
of deals in the overall market.

e The bond types most closely associated with the riskiest revenue bond sectors of
the market contribute disproportionately to overall disclosure delinquency.

More detailed analysis of the findings can be found in the “Analysis” section of this
document.
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Our Hypothesis

In light of the growth in new issue volume of municipal securities since the 1994
revisions to SEC Rule 15¢2-12, it is reasonable to expect that there would be a
commensurate increase in the uninterrupted flow of ongoing disclosure materials through
the official disclosure system. As designed by the SEC, the disclosure sequence for each
issue would start with the final official statement and continue with operating and
financial disclosures annually for as long as the issue remained outstanding.

Based on observations of the rate of growth of our NRMSIR archive, we long suspected
that the inflow of continuing disclosure filings was not consistent with the rate of new
issuance growth in the overall market. Simple tabulations validated our concerns.

For example, over the period 1996 (the first full calendar year that the 1994 amendments
to SEC Rule 15¢2-12 required issuers subject to the Rule to include continuing disclosure
covenants in their new issues) through 2005, over 42,000 unique obligors brought one or
more issues to market. Yet, over the period 1997 to 2006, we found that materials for
just over 33,000 unique obligors actually were filed.?

This apparent shortfall in disclosure compliance seemed worthy of closer inspection. In a
market of this size traded as actively as the municipal market,® and where sophisticated
investors such as insurance companies, banking institutions and mutual funds account for
over 60% of the investment activity,® it was improbable that this level of shortfall in
disclosure was due only to permitted exemptions to Rule 15¢2-12°.

It seemed reasonable to assume that the observed shortfall was caused by issuer and
obligor non-compliance with continuing disclosure obligations. This study of the
disclosure behavior of obligors was conducted to test that hypothesis.

2 Under the current disclosure system defined by SEC Rule 15c2-12, issuers and other obligated persons
who are not exempt from the requirements of 15¢2-12 must file their continuing disclosure materials at
least annually with all NRMSIRs simultaneously either directly or through the Central Post Office (CPO) at
www.DisclosureUSA.org. Obligated persons are also required to file notices of material events either (i)
with all NRMSIRs simultaneously, or (ii) with the Municipal Securities Rulemaking Board (MSRB).
Material event notices can be filed with the NRMSIRs via www.DisclosureUSA.org.

® According to a press release made by Securities Industry and Financial Markets Association (SIFMA) on
July 18, 2007, average daily trading volume in the municipal securities market stood at $22.5 billion in
2006.

* Tabulation of Federal Reserve System report on holders of municipal securities at the close of 2007 as
compiled by the Securities Industry and Financial Markets Association (SIFMA) and posted at
http://www.sifma.org/research/pdf/Holders_Municipal_Securities.pdf.

® Securities and Exchange Commission, 17 CFR Part 240, Release No. 34-34961; File No. S7-5-94, RIN
3235-AG13; pp. 7, 44-55; posted at http://www.sec.gov/rules/final/adpt6.txt. The small issuer exemption
relieves any municipal obligor that has less than $10 million in aggregate public debt outstanding from
having to make annual disclosure filings with the NRMSIRs. Likewise, the short-term securities
exemption excuses an obligor from filing continuing disclosures annually with the NRMSIRs if the
effective maturity of its securities is nine months or less. This exemption pertains to notes and other short-
term borrowings, as well as tender option bonds with an interest rate reset interval of nine months or less.
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Methodology

A definitive study of obligor disclosure performance would require that every bond issue
subject to Rule 15¢2-12 be examined in terms of its own covenants regarding what must
be filed and when it must be filed. Then, this information would be compared with data
reflecting the actual disclosures made pursuant to those covenants. In the interest of time
and associated costs, we chose to conduct this study in a more expeditious fashion.

In a method we call the “disclosure compliance litmus test,” we applied basic disclosure
rules to bonds subject to Rule 15¢2-12 and evaluated the associated obligors’ observed
disclosure behavior as recorded in our NRMSIR’s records. The purpose was not to single
out and identify specific instances of disclosure covenant infractions, but rather to
efficiently estimate whether and to what extent disclosure delinquencies are problematic
across the entire municipal securities market.

To create the sample for this study, the DPC DATA NRMSIR archive was searched for
bonds issued from 1996 to 2005. Within this group, bonds which were exempted by Rule
15¢2-12 disclosure rules for any reason — such as small size or short-term maturity — were
removed from the study. When a question of eligibility arose, we removed the issue.

Remaining issues in the sample were analyzed for disclosure compliance. For this, we
used simple decision rules based on the general characteristics of bond disclosure
covenants, as well as expected disclosure filing behaviors based on the requirements of
Rule 15¢2-12.

The resulting data was tabulated across several broad planes, including year of issuance,
size of issue, issuer’s state, bond type, and frequency of compliance. At any point of
questionability, the analysis was structured to give the benefit of the doubt to obligors
and consider them compliant.

Our approach was intentionally conservative. Moreover, we believe that the resulting
analysis of municipal obligor disclosure behavior is representative of the market taken as
a whole and does not overstate the findings.

The specifics of the sample selection, decision rules and execution of the study are
detailed below.

What Was Filed?

Rule 15c2-12 states that continuing disclosures must be made public annually by filing
them simultaneously with the NRMSIRs and the State Information Depository (SID) in
the issuer’s own state, if such an organization exists. An alternative method of filing,
available since the establishment of the Central Post Office (CPO) at DisclosureUSA.org,
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is to file with the CPO, which simultaneously forwards the filings to the NRMSIRs and
SIDs.

The content of these filings should mirror the types of information disclosed in the final
bond official statements. If operating statistics and audited financial statements were
included in the official statement, then updates of these operating statistics and the latest
audited financial statements should be filed every year the bonds remain outstanding.

However, this filing requirement does not guarantee that an annual sequence of
secondary disclosure filings for a specific bond exists, because of the following quirk in
the filing requirements. If the obligor issues new bonds to the public in any subsequent
year and includes this updated information in the new bond issue’s official statement, the
obligor has no additional responsibility to file secondary disclosures with the NRMSIRs
that year. This means that, structurally, and by the intent of Rule 15¢c2-12, the NRMSIRs
will not have complete time series of distinct secondary disclosure filings for each and
every bond subject to the Rule even under the best of circumstances, because the
obligor’s disclosure requirements are satisfied by the public dissemination of a new
public offering document.

The decision rules of this study incorporated this possibility. If an obligor filed a
continuing disclosure report or an annual financial statement (audited or unaudited) or a
comprehensive annual financial report (CAFR) in any given year with the DPC DATA
NRMSIR and identified the materials filed with an internal date reference that would
match an expected, valid filing, we counted it in our statistical survey as an instance of
disclosure compliance. Likewise, we considered it an instance of disclosure compliance
if it sold a new bond issue during the year a continuing disclosure filing would have been
reasonably expected.

When Was It Filed?

Rule 15c2-12 does not specify deadlines for submissions of annual filings to the
NRMSIRs and SID, beyond the expectation that an annual commitment to file be
incorporated into the continuing disclosure covenant. Obligors’ self-defined disclosure
covenants establish the filing deadlines. A 2003 DPC DATA study® of nearly 1,000
issues found that the mean timeframe obligors allowed themselves for filing continuing
disclosure materials was 210 days after the close of their fiscal years. The range in that
sample was 60 days to 365 days.

Because of that variability, the present study ignores when materials were filed, even if
they were not filed in the expected year. Based on our experience as a NRMSIR, we
know how common it is for obligors to skip a year or two or three of filings, and
subsequently file multiple back years of continuing disclosure materials at one time in
advance of a new bond issue.

® “Issues in Municipal Bond Disclosure,” by Peter J. Schmitt, DPC DATA Inc.; presentation to the
California Municipal Treasurers Association; May 1, 2003, Miramonte Resort, Indian Wells, CA.
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This possibility was factored into the analysis. Rather than depend on date of filing to
determine compliance, the study looked for evidence that an obligor or its agents ever
filed anything at all with a relevant document date internal to the document that
corresponded to the year a disclosure would have been expected. For example, if an
outstanding bond issued in 1996 was reasonably expected to file a 2004 continuing
disclosure or financial statement with the NRMSIRs during 2005, they were considered
in compliance if disclosure materials with a 2004 date were ever filed, regardless of when
they were filed. The same decision rule was applied to a subsequent public bond issue for
the same obligor that would have satisfied the disclosure requirement for a given year.

Where Was It Filed?

Rule 15c2-12 is explicitly clear that all continuing disclosures for obligors subject to the
Rule must be filed with all NRMSIRs and the applicable SID, if one exists. If an obligor
filed with one or some of the NRMSIRs, but not all of the NRMSIRs, this would be
considered non-compliance with the Rule.

Since the NRMSIRs do not collaborate with each other due to anti-trust concerns that
some of them have, we have no way of knowing if materials have been filed with other
NRMSIRs. Only the SEC, which created the NRMSIR system, is theoretically in a
position to conduct a global analysis of the content of the NRMSIR archives. To the best
of our knowledge, the SEC has never conducted such comparisons on a global basis.

Consequently, this study is based solely on the materials filed with the DPC DATA
NRMSIR and on official statements for public offerings that we have obtained from the
MSRB’s Municipal Securities Information Library (MSIL). If an obligor did not file its
disclosure materials with the DPC DATA NRMSIR, either directly or through the CPO
or another agent, and did not publicly issue bonds that year and include the required
disclosures in a new official statement, this study gauged it as an instance of continuing
disclosure delinquency. This is consistent with the requirements of Rule 15¢2-12.

Approach to Sample Selection

For purposes of this study, in keeping with the broad objectives of our litmus test
approach, we eliminated all short-term securities and all variable-rate securities from
consideration, even if these securities became subject to Rule 15¢2-12 subsequent to
original issuance. Likewise, all issues under $10 million in par amount were eliminated
from consideration, regardless of whether the obligors for these bonds had an aggregate
amount of debt outstanding that would have required their compliance with disclosure
covenants’ filing provisions at some point over the observed years.

The bonds that remained in our sample for analysis were generally those issues that we
believe were unquestionably subject to the disclosure filing provisions of Rule 15¢2-12.
This litmus test methodology identified bond issues that were fixed rate, long-term, and
in the original par amount of $10 million or more. We presumed that obligors for the
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bonds in the sample would make annual filings of continuing disclosure materials with
the DPC DATA NRMSIR. This obligation would begin in the calendar year following
bond issuance and continue annually until the bond matured or was refunded, unless the
obligor came to market in any subsequent year with a new public offering and satisfied
its disclosure requirement that way.

Since the disclosure requirements of Rule 15¢2-12 were only fully phased into practice
during 1995, we deleted all issues with a dated date’ before January 1, 1996 from the
sample. While these factors significantly reduced the number of issues to be subjected to
the litmus test, the bonds that met the selection criteria numbered 35,235 issues, including
refunding issues.

Next, these 35,235 issues were segmented into Classes based upon the year of each
issue’s dated date. These groupings are referred to in the balance of this study as the
Class of 1996, Class of 1997, etc., up through and including the Class of 2005. This
stratification of the data enabled us to identify year-over-year trends, as well as how the
age of the issue related to the obligors’ cumulative disclosure performance.

At this point, we were ready to evaluate the sample. A disclosure performance data set
for each bond and its obligor was extracted from information maintained by the DPC
DATA NRMSIR, and used to tabulate disclosure performance over time. The oldest
Class, the Class of 1996, offered ten years of disclosure filing and new issuance history to
derive year-wise and cumulative performance statistics. The youngest Class, the Class of
2005, could only be observed for one year.®

Refundings

Over the observed period of the study, many bond issues in the sample were refunded
prior to maturity. We addressed this common market occurrence by including the bond
until its refunding date, and eliminating it in subsequent years. °

Sample Composition

Tables 1-3 in Appendix I profile the bond issues that comprise the Classes in this study.
Each Class from 1996 through 2005 contains securities issued in every state and most
territories. All security types and bond types are represented.

" The dated date is the calendar date on which a bond begins to accrue interest at the stated coupon rate.

& The final disclosure year this study considered was 2006. However, since this study did not consider the
timing of when filings were actually made, the actual filing horizon we considered included the period
January 1, 1997 through October 12, 2007. So, for example, if a 2005 audited financial statement was filed
sometime in 2007, it was considered a valid filing for the year 2006, which is when we would normally
expect to receive that filing according to standard bond disclosure covenants.

® Over the disclosure performance horizon of this study, 4,004 issues in the sample were refunded and
removed from the sample going forward from their respective refunding dates. Refundings gradually
reduced the active sample population so that the total remaining in the final disclosure year of 2006
numbered 31,231 issues.
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To study differences in disclosure filing behavior based on original issue size, each Class
was further subdivided into strata determined by the original par amount for each issue.
If a bond issue was comprised of multiple series with the same obligor, the series were
aggregated into one bond issue record. If series under a single bond issue were for
different obligors, we aggregated the series by obligor and included them in our data as
separate issues. Thus, each bond issue represents a discrete transaction for a single
obligor.

Because disclosure obligations fall to obligors, the data was organized to reference the
obligors. In each Class, many obligors issued multiple securities. Also, many obligors
represented in one Class also issued securities in subsequent years that are included in
subsequent Classes. If an obligor submitted disclosure materials for one bond issue, it
was credited in our study for all of that obligor’s bond issues, regardless of Class.™
Likewise, if an obligor issued a bond in a later Class that refunded a bond from an earlier
class, the study assigned that obligor’s filings (and new bond issues in lieu of filings) to
all of its outstanding issues.

The Appendices contain detailed statistics on the data that are explicitly incorporated in
this study for the purpose of establishing the breadth and depth of the sample considered
in this analysis.

191 practice, this is how the DPC DATA NRMSIR tracks filings by obligor. Other NRMSIRs may only
associate filings if they were submitted with CUSIP numbers attached, a practice fraught with filing errors
which might otherwise understate disclosure compliance.

-13-
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Analysis

For purposes of the litmus test, we define a disclosure delinquency as a bond issue for
which there was no continuing disclosure from a direct filing with the DPC DATA
NRMSIR, an indirect filing via the CPO, or from a new public issue’s official statement
during any year that a continuing disclosure could be reasonably expected. An issue is
deemed to be delinquent in this study if it was delinquent for one or more years between
1997 and 2006.

General Trends in Delinquencies

A view of the continuing disclosure performance findings by Class, which in this study is
defined by the year of the issue’s dated date, gives a sense of the magnitude of
delinquencies overall. We employed two measures of obligor disclosure delinquency to
distinguish between those that ever failed to make disclosures, and those that chronically
failed to make disclosures. For purposes of this study, chronic delinquency is defined as
failing to make disclosures three or more years.

Deals Delinquent One or More Years
(Appendix Il, Tables 1-10)
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Figure 1-a.

Fig. 1-a shows the cumulative number of bond issues in each Class that missed at least
one year of making public disclosures. Note that the Class of 1996 accumulated fewer
years of filing no disclosures whatsoever in ten years of observations than did the Class
of 1997 (nine years observed), the Class of 1998 (eight years observed), the Class of
2002 (four years observed), and the Class of 2003 (three years observed). In fact, the
Class of 2004 and the Class of 2005 each were cumulatively more delinquent over two
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years and one year of disclosure filings, respectively, than the Class of 2000 had been
over six years of required filings. Based on these comparative figures, we see the first

Deals Delinquent One orMore Years as % of Class
(Appendix 1, Tables 1-10 and Appendix |, Takble 1]
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Figure 1-b.
Deals Delinquent Three or More Years
(Appendix Il, Tables 1-10)
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Figure 2-a. Note: The Class of 04 and the Class of *05 were not outstanding long
enough for it to be mathematically possible for them to have delinquencies for three or
more years.

indication that bonds issued in more recent years tend to be more delinquent in their

continuing disclosure obligations than bonds that were issued in the earlier years of the
Rule 15¢2-12 continuing disclosure era.
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Fig. 1-b relates cumulative delinquent deals to Class size. This graph indicates that the
longer a Class is outstanding, the more likely component obligors are to stop making
public disclosures pursuant to SEC Rule 15¢2-12 for one or more years. Over the nine-
and ten-year ranges, as illustrated for the Classes of 1996 and 1997, cumulative
delinquencies leveled off at over 47% of the total original Class. Delinquencies as a
percent of Class net of refundings pass the 50% mark after just six years from issuance
and rise thereafter.

Chronic Delinquencies as % of Class
I[Appendix II, Tahles 1-10 and Appendix | Takle 1)
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Figure 2-b. Note: The Class of 04 and the Class of ’05 were not outstanding long
enough for it to be mathematically possible for them to have delinquencies for three or
more years.

Figs. 2-a and 2-b compare chronic delinquencies in terms of the number of and the
percentage of the total deals by Class. Chronic delinquencies represent a more difficult
problem, because in this tabulation issuers evidence either widespread and growing
ignorance of their own disclosure covenants, or, worse, indifference toward them. Our
interpretation of this chart is that a significant proportion of obligors tend to lapse into
chronic disclosure delinquency the longer their bonds are outstanding.

We observe that, for the oldest Classes studied in this example, the chances are about one
in two that by the time a bond issue has been outstanding for nine or ten years, it would
have completely missed one full year of continuing disclosure filing. The chances are
greater than one in four that a bond of the same vintage would have missed making its
required disclosures for three or more years. Adjusting for bond refundings, about one-
fourth of issues outstanding seven years are chronically delinquent. The steepness of
these curves suggest that chronic disclosure delinquency becomes a more ingrained habit
of obligors over time, checked only by the need to make up for delinquent filings in
advance of new bond issues.
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Year-Wise Composite Disclosure Delinquencies
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Figure3. Note: This Chart is based on Appendix VI, Composite of All Classes.

Fig. 3 gives us a view of the delinquency experience by calendar year from 1997 through
2006, with the delinquencies for each year totaled across all Classes. The total number of
deals delinquent in 1997 is small compared to other years because only the Class of 1996
was outstanding then, and only this one Class contributed to the aggregate statistics for
that year. As new Classes of issues were layered into the analysis year by year based on
when their component deals came to market, their delinquencies were added to the annual
performance statistics so that there were ten Classes that contributed to the delinquency
totals for 2006. The line in Fig. 3 corresponds to the percentage scale on the right. It
shows that year-wise delinquencies remained reasonably constant in the range of 16-20%
of total expected filings from 1997 to 2003, as adjusted for the growing population from
which they were accumulated, and then began to escalate thereafter. This quite possibly
indicates growing obligor indifference toward filing disclosure materials. It also supports
the view that obligors for bonds issued in more recent years are more inclined to
disregard their continuing disclosure covenants.
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Original Par Amount of Bonds Associated With Year-Wise Composite
Delinquent Issues
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Figure 4.

Fig. 4 depicts the same annual delinquency performance figures as Fig. 3, except it
relates the cumulation of delinquencies to the respective original par amounts of the
bonds that were delinquent in each year. Viewed together, these two charts clarify the
impact of disclosure delinquencies as they grow year-by-year. In 2006, the most recent
year we observed, obligors for 7,882 out of our total original sample of 35,235
(representing more than $348 billion in original par amount of bonds) did not satisfy the
annual continuing disclosure requirement of SEC Rule 15¢2-12.

Who Are the Delinquent Obligors?

The study indicates that original issue size, the sector of the market for which the bonds
were issued, and to a lesser degree the issuer’s state, are correlated with disclosure
delinquency.

Issue Size

It has long been suspected that the smallest issuers in the municipal securities market who
are subject to Rule 15¢2-12 are the least likely to produce and file annual continuing
disclosure materials. As derived from Table 1 in Appendix I, issues in the $10 million to
$50 million original issue par size account for 72.9% of the total sample of deals, and
Table 2 in Appendix | shows that the bond types most closely associated with local
government issues (i.e., Primary and Secondary Education, Various Governmental
Purposes, and Water and Sewer related issues), account for 55.4% of the total sample. In
general, the litmus test approach supports this bit of common wisdom. Please refer to
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Appendix Il Tables 1-10 for Class and cumulative delinquency statistics by range of
original issue size, and Appendix 111 Tables 1-10 for delinquency statistics by bond type.

# Years No
Filings Submitted Issues Issues Issues Issues Issues >
& No Public $10MM >$50MM >$100MM >$500MM $1 BN
Offerings < $50MM < $100MM < $500MM < $1 BN
One Year 4,535 869 534 32 9
Two Years 1,939 317 259 8 2
Three Years 1,197 156 103 3 1
Four Years 792 102 43 2 -
Five Years 567 54 35 1 -
Six Years 402 49 21 - -
Seven Years 344 42 35 1 -
Eight Years 317 39 17 1 -
Nine Years 223 24 10 - -
Ten Years 107 9 2 - -
Total Delinquent
One Year or More 10,423 1,661 1,059 48 12
% of Total for
Category "? 45.4% 37.9% 29.6% 19.6% 14.5%
% Chronically | 53 5, 15.0% 10.2% 5.3% 1.9%
Delinquent
" Net of refundings end of year.
ZClass of 2004 and Class of 2005 were not outstanding long enough to have nine- and ten-year delinquency
statistics.

Table 1. (For component figures, refer to Appendix Il Tables 1-10.)

The data in Table 1 support the commonly held view that obligors on smaller issues are
less likely to adhere to their continuing disclosure covenants. However, characterizing
the problem of disclosure delinquency as essentially a small issuer problem and
presuming that it is due to the (in)actions of ‘unsophisticated’ issuers and obligated
persons would be contrary to our overall findings. Many large and presumably
sophisticated obligors often issue bonds in the lowest size range and in these same bond
market sectors, and the high delinquency rates for obligors who came to market with
much larger bond offerings is also quite high.

The incidence of delinquency for the larger size bands in our study is of greater interest.
We see no reason to assume that obligors who issue public debt in the $50 to $100
million or the $100 to $500 million size range are unsophisticated or otherwise unable to
meet their disclosure requirements, yet cumulative delinquencies for these groups were
observed at approximately 38% and 30%, respectively. Beyond that, the number of
chronically delinquent obligors in these two size strata was unexpectedly high. The fact
that there are large proportions of delinquent obligors in all size ranges of issues,
including those who came to market with single issues over $1 billion, is a clear
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indication that bond disclosure delinquency is a serious problem common to all size
categories of municipal obligors.

As a reminder of our methodology, the disclosure criteria employed in this study are far
less stringent than actual bond disclosure covenants, because the litmus test approach
ignores the covenanted timing of disclosure filings.

Bond Market Sector

After the category of original issue size, the next most illuminating view of disclosure
delinquencies is by bond market sector, or bond type. There are noticeable delinquency
concentrations among certain bond types, as reported in Appendix Il Tables 1-10. These
tables also indicate a high level of consistency in disclosure delinquencies from Class to
Class, such as for Primary and Secondary Education, Various Governmental Purposes,
Multi-Family Housing, Single Family Housing, Higher Education, General Hospitals,
Water and Sewer, Water, Economic Development, and Sewer/Wastewater. On a
combined basis, these bond types account for 76.3% of the litmus test sample of deals
delinquent one or more years.

Table 2 adds perspective by comparing delinquencies by sector in terms of each bond
type’s relative proportion of delinquencies and its relative representation in the entire
litmus test sample. This table shows that, other factors being equal, some of the most
delinquent bond types in numerical terms, such as Various Government Purposes and
Primary and Secondary Education, actually contributed proportionally fewer
delinquencies than their bond market sectors represented in the overall sample. At the
other extreme, the Single Family and Multi-Family Housing bond types contributed
proportionally more to the overall delinquency statistic (17.2%) than they represented in
the total sample population (8.8%).

These numbers illustrate that sectors of the municipal securities market that are
traditionally considered riskier are also evidencing disproportionately high levels of
disclosure noncompliance. Among the pink shaded bond types in Table 2 we find Life
Care, Nursing Homes, Student Loans, Single Family and Multi-Family Housing, and a
variety of corporate entities that borrow from the municipal market through conduit
issuers. This group includes the Resource Recovery, Pollution Control (for investor
owned utilities), Industrial Development, Economic Development, and Pollution Control
(for corporations that are not utilities) sectors.
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Bond Type Sample % of Total Total % of Total
Size Sample  Delinquencies = Delinquencies
Prim & Sec Education 25.7% 20.6%
Various Govt. Purpose 7,600 21.6% 1,632 12.4%
Higher Education 2,695 7.6% 793 6.0%
General Hospital 1,724 4.9% 613 4.6%
Public Power 679 1.9% 214 1.6%
Airport 555 1.6% 202 1.5%
Misc. Transportation 553 1.6% 182 1.4%
Recreation (Stadiums,
Golf Courses, Parks,
etc.) 447 1.3% 148 1.1%
Convention / Civic
Center 334 0.9% 102 0.8%
Toll Roads & Highways 203 0.6% 42 0.3%
Harbors / Ports 158 0.4% 39 0.3%
Mass Transit 148 0.4% 22 0.2%
Street Improvement 131 0.4% 30 0.2%
Children’s Hosp 65 0.2% 14 0.1%
Bridges / Tunnels 58 0.2% 18 0.1%
Misc. Education 322 0.9% 119 0.9%
Landfill 60 0.2% 33 0.2%
Specialty Hospital 57 0.2% 24 0.2%
Single Family Housing 1,713 4.9% 1,164 8.8%
Multifamily Housing 1,365 3.9% 1,108 8.4%
Water and Sewer 1,054 3.0% 598 4.5%
Water 1,079 3.1% 483 3.7%
Econ. Development 905 2.6% 472 3.6%
Sewer/Wastewater
Treatment 748 2.1% 420 3.2%
Pollution Control (DB02) 524 1.5% 382 2.9%
Misc. Health Care 532 1.5% 236 1.8%
Student Loans 326 0.9% 187 1.4%
Misc. Nursing Home 280 0.8% 189 1.4%
Retirement Home 274 0.8% 147 1.1%
Industrial Development 184 0.5% 132 1.0%
Correctional Facilities 253 0.7% 117 0.9%
Misc. Utility 226 0.6% 120 0.9%
Misc. Housing 225 0.6% 116 0.9%
Nursing Home 164 0.5% 103 0.8%
Combined Utility 181 0.5% 80 0.6%
Misc. Solid Waste 136 0.4% 68 0.5%
Pollution Control (PC01) 134 0.4% 65 0.5%
Resource Recovery 50 0.1% 33 0.2%
Life Care 29 0.1% 21 0.2%
Combined Landfill /
Resource Recovery 17 <0.1% 10 0.1%
TOTAL 35,235 13,203

Table 2. Note: Blue shaded areas identify bond types whose delinquency rates

are smaller than their representation in the overall original sample, and pink shaded
areas identify bond types whose delinquency rates exceed their representation in the
overall original sample.

The disclosure delinquency rate for Multi-Family Housing obligors is noteworthy
because at 8.4% of overall observed delinquencies in this study, it is more than double
the 3.9% that this sector represents in the overall original sample of deals. Obligors for
these deals ordinarily are structured as non-public single-purpose companies created
expressly to own and manage these highly leveraged low- to moderate-income housing
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projects. They are also frequently wholly owned subsidiaries of established development
companies. Multi-Family Housing deals are structured this way to isolate the parent
companies from housing project liabilities. The single-purpose companies that are the
obligors of record for the projects conspicuously avoid filing continuing disclosure
materials with the municipal disclosure system, as our sample data demonstrates.

Issuer State

The state or territory where an issuer is located may also have an impact on disclosure
compliance performance. Table 3 lists the states in terms of their overall cumulative
disclosure delinquency performance, ordered by the comparative contribution to total
observed delinquencies.

The states shaded in blue have proportionally fewer total delinquencies than those states’
(or territories’) representation in the overall sample. The entities with no shading are the
ones whose proportion of total delinquencies are consistent with their representation in
the whole sample, and the entities shaded in pink are the ones with a disproportionate
number of delinquencies. The twenty-eight states and territories with disproportionate
delinquency account for 48.9% of total deals examined and 58.2% of total deals that have
been delinquent one or more years in their continuing disclosure activities.

Seven states in this worst performing group (California, Florida, Pennsylvania, New
Jersey, Indiana, Ohio and Georgia) represent 34.9% of all deals in the sample, and 40.1%
of all delinquent deals. Appendix V Table 11, which displays a cross matching of total
cumulative delinquent deals by state and by bond type across all Classes in all disclosure
filing years, shows that these underperforming states are somewhat differentiated by the
bond types under which they experienced the worst disclosure performance.

California, the largest issuing state, has concentrated disclosure problems in the most
sectors, particularly economic development, school districts, higher education, local
governments, multifamily housing, water utilities and sewer/wastewater treatment.
Florida’s largest concentrations of delinquencies are in local governments, multifamily
housing, single family housing, and water and sewer. New Jersey, Ohio and
Pennsylvania experienced most of their disclosure delinquencies with school districts and
local government. Georgia’s disclosure delinquencies were concentrated in multifamily
housing, single family housing, and water and sewer sectors, while Indiana’s overall
problem is mainly confined to school districts.™

1 In a parallel analysis to this study, we conducted partial correlation analyses to determine if such factors
as managing underwriter, original bond trustee, bond counsel, or the presence or absence of bond insurance
on a deal, alone and in combinations, contributed to the likelihood of disclosure delinquency. The findings
were inconclusive.
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. Sample % of Total JOEY % of Total
State/Territory . Delinquencies . .
Size Sample Delinquencies
TX 2,901 8.23% 814 6.17%
NY 2,152 6.11% 629 4.76%
IL 1,378 3.91% 445 3.37%
Mi 1,176 3.34% 370 2.80%
MA 896 2.54% 307 2.33%
CO 809 2.30% 298 2.26%
MN 898 2.55% 285 2.16%
AZ 763 2.17% 254 1.92%
WI 703 2.00% 214 1.62%
NC 704 2.00% 188 1.42%
TN 514 1.46% 175 1.33%
SC 525 1.49% 166 1.26%
MD 477 1.35% 151 1.14%
KS 455 1.29% 141 1.07%
uT 330 0.94% 118 0.89%
CT 595 1.69% 109 0.83%
NV 312 0.89% 96 0.73%
AR 277 0.79% 83 0.63%
1A 238 0.68% 80 0.61%
NE 255 0.72% 77 0.58%
RI 199 0.56% 67 0.51%
NM 282 0.80% 61 0.46%
PR 124 0.35% 40 0.30%
AK 141 0.40% 37 0.28%
HI 104 0.30% 20 0.15%
WA 784 2.23% 295 2.23%
GU 6 0.02% 3 0.02%
CA 4,230 12.01% 1,771 13.41%
FL 1,888 5.36% 792 6.00%
PA 2,017 5.72% 788 5.97%
NJ 1,385 3.93% 578 4.38%
IN 914 2.59% 482 3.65%
OH 1,141 3.24% 477 3.61%
GA 735 2.09% 404 3.06%
VA 728 2.07% 311 2.36%
LA 453 1.29% 275 2.08%
MO 683 1.94% 270 2.04%
AL 402 1.14% 216 1.64%
OR 510 1.45% 193 1.46%
KY 372 1.06% 179 1.36%
OK 300 0.85% 159 1.20%
MS 269 0.76% 150 1.14%
ID 143 0.41% 85 0.64%
NH 199 0.56% 79 0.60%
WV 119 0.34% 69 0.52%
SD 114 0.32% 66 0.50%
WY 64 0.18% 57 0.43%
VT 76 0.22% 50 0.38%
ME 110 0.31% 47 0.36%
ND 105 0.30% 45 0.34%
DC 98 0.28% 44 0.33%
DE 85 0.24% 41 0.31%
MT 77 0.22% 40 0.30%
VI 15 0.04% 7 0.05%
AS 5 0.01% 5 0.04%
TOTAL 35,235 13,293

Table 3. Note: These figures are derived from Appendix IV Tables 1-a and 1-b.
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A possible explanation for the wide variability in disclosure performance across the states
and territories could be that some state-level financial control boards, or the equivalent,
place stronger emphasis on continuing disclosure with issuers in their jurisdictions.

Some states also have disproportionately large concentrations of certain bond types (e.g.,
school districts in New Jersey, which also tend to be smaller than school districts in other
states), that mask disclosure performance as a geographical phenomenon when it may be

more directly driven by bond type or sector, or other factors not examined in this litmus
test approach.
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Conclusion

To recap these findings, even the most conservative study of the archive indicates that a
large percentage of obligors disregard their bond disclosure covenants with regularity and
the trend is clearly against credit transparency. Over the first ten full years of the
continuing disclosure regime established by Rule 15¢2-12, approximately half of the
sample of bond issues we studied, all subject to the Rule, remains delinquent in their
disclosure responsibilities for one or more years. Approximately one-fourth of the entire
sample is chronically delinquent, making no official disclosures pursuant to SEC Rule
15c2-12 in three or more years. Sectors traditionally viewed as having the greatest
inherent credit risk are among the worst disclosure delinquency offenders.

What we uncovered in this study was significant evidence that disclosure delinquency in
the municipal securities market is not an anomaly concentrated among relatively few
rogue issuers and obligors. Neither is it purely a small issuer problem. Rather, itis a
much broader problem common to all issue size categories, all sectors of the market, and
all geographic regions of the country.

The right of investors to know material facts on a timely basis is the foundation of a fair
market, enabling them and their advisors to take rational actions to protect their financial
interests. Anything less than universal compliance with continuing disclosure covenants
distorts the underlying basis for trading relationships in the market and threatens the
efficacy of such basic market functions as end-of-day valuations. None of this is good
for investors, the single class of market participant targeted for protection by the 1994
amendments to SEC Rule 15c2-12.

The embedded poor disclosure behavior estimated in this study should be viewed as a
fundamental weakness in market discipline. The lack of transparency indicated by this
study not only affects, but underlies the other transparency issues targeted by the
Municipal Bond Fairness Act and recent SEC municipal disclosure system initiatives.
There is nothing more corrosive to the credibility and safety of a single security or a
public securities market than persistent disregard for continuing disclosure obligations.

This study of filing behavior does not extend to examination of the motives behind filing
delinquency. However, the facts that there are virtually no practical consequences for bad
continuing disclosure behavior in the municipal securities market and the extreme rarity
of enforcement actions based on existing SEC and MSRB disclosure rules are worthy of
analysis as causative factors. We hope this study will raise both awareness and interest in
crafting solutions for this shortcoming in America’s most essential public infrastructure
financing market.
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Appendix |

Sample Data Descriptions
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Appendix Il

Summary Tabulations of Disclosure Delinquencies by Issue Size
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Table 1

Class of

1996
AK -
AL 1
AR -
AS -
AZ -
CA -
co 2
CcT -
DC -
DE -
FL -
GA 1
GU -
HI -
1A -
ID -
L 1
IN -
KS -
KY -
LA -
MA 1
MD -
ME -
Mi 1
MN -
MO -
MS -
MT -
NC -
ND -
NE -
NH -
NJ -
NM 1
NV 1
NY -
OH 2
OK -
OR 1
PA -
PR 1
RI -
SC 2
SD -
™ -
> 2
ut 1
VA -
Vi -
vT -
WA -
wi -
wv -
wy -
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Table 2

Class of

1997
AK -
AL -
AR 1
AS -
AZ -
CA 3
co -
CcT 1
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DE -
FL 2
GA -
GU -
H1 -
1A -
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KS -
KY 1
LA 1
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MD -
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Table 3

Class of
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TOTAL 25 5 30 40 342 81 17 20 8 7 22 167 61 o 2 7 123 102 8 6 2 19 7 5 2 4 1 4 3 3 3 4 1 25 34 41 39 69 6 9 1,354

(c) 2008 DPC DATA INC. All rights reserved.



Appendix V Summary Tabulations of Delinquencies by State and Bond Type DPCDATA
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Appendix V Summary Tabulations of Delinquencies by State and Bond Type
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Appendix V

Table 9
Class of
2004
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Appendix V Summary Tabulations of Delinquencies by State and Bond Type DPCDATA

Table 10
Class of
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Appendix V

Table 11
Composite
of All
Classes

co 3 1
cT 1 -
bc -
DE - -
FL 17 3
GA 5 7
GU

HI 3 -
1A 1 2
ID

L 6 3
IN 1 7
Ks 1 1
KY 14 1
LA 2 4
MA 8 2
MD 2

ME 1 -
M 9 3
MN 2 1
MO 3 2
MS 3 4
MT 1 -
NC 4 1
ND - 1
NE - 1
NH 4 -
NJ 2 5
NM 6 1
NV 1 1
NY 11 8
OH 8 5
OK 5 1
OR & 2
PA 13 10
PR 1 a4
RI - -
sc 3 5
SD - -
TN a4 1
™ 18 10
ut o1 1
VA 1 8
Vi - -
VT 3 -
WA 3 2
w2 2
wv - 2
wy - -

TOTAL202 132

o

[SIENENIN

ANO R

2,725

NO®O W

793

AR RO R

ok oN

wooN n

©

[N

©

NANN

ENO W

40 15
7 5
2 -
19 8
262 45
63 8
20 7
2 -
14 -
92 27
33 14
1

- 1
1 3
1 2
a1 33
21 18
9 8
32 12
49 13
98 5
17 13
8 1
38 32
15 18
22 14
21 8
1 6
19 12
3 2
12 3
22 3
128 20
9 5
17 2
67 a5
42 26
14 7
34 8
107 46
7 1
5 2
17 10
1 1
23 14
51 33
10 -
31 13
- 1
14 3
36 17
21 14
3 4
3 1
1,632 613

Summary Tabulations of Delinquencies by State and Bond Type

- 2 6 3 3 - - - 5 3 3 - 1 - - -
- - 5 4 - 2 - - - - - - 1 -
- - 3 40 25 - - 1 - 3 1 1 - - - 1
4 - 17 199 39 27 10 3 14 10 4 7 3 2 11 3
1 - 2 32 13 1 1 - 1 a - - - - - -
1 - 5 6 4 - 3 1 2 3 2 - - 1 - -
- - o 12 4 - - 2 - - - - - -
- - 1 3 1 - 1 - 2 - - - - - - -
- 3 11 152 88 3 2 4 14 9 - 2 4 - 9 3
- 2 - 57 32 2 4 - 2 2 1 - - 3 3 1
- - 1 4 4 - - - - - - - - - - 3
- 2 2 7 - 2 - 2 3 1 - - - -
- - - 1 60 - - - - - 1 - - - - -
- 1 14 39 33 4 7 - 8 8 - 1 - - 1 -
- 1 4 16 4 - - - 3 6 2 - - - 2
- - 1 7 11 - - - 2 5 4 - - - - 1
- - 2 9 12 2 - - - 1 1 - - - - 1
- - 3 6 63 - 1 - - - - - - - 1
- - 3 14 50 1 6 3 3 10 2 - 2 1 1 -
2 1 1 20 17 1 4 1 7 8 - - 3 - 4 -
- - 1 2 6 8 - - 1 1 - - 1 - - -
- - 9 10 22 2 2 - 3 5 4 - 3 - 1 -
- - 5 32 60 3 3 - 5 8 2 - 1 - - 1
- - 1 20 32 - 1 - 5 5 6 - - - - 1
- - 3 6 23 1 1 1 - - - - - - 2
- - 2 - 16 - - - 1 1 - - - - - -
- - 3 14 32 2 1 - 2 4 - - - - 1 -
- - 1 3 11 5 - - - - 1 - - - - -
- - 3 3 2 - - - - - - - - - - -
- - 1 3 4 - 2 - 2 1 - - 1 - 2
- a 7 21 10 a a - 9 13 4 6 1 1 6 -
- o 7 5 - - - - 1 1 - - - 1
- - 1 20 22 - - - - - - - - - 2
1 2 44 86 7 6 18 2 11 9 3 2 2 - 4 -
2 2 14 37 21 2 1 1 6 10 6 3 2 - 2 4
- - 3 9 48 1 - - 2 1 - - - - - 2
- - 3 7 16 2 - 1 1 2 - 1 - - - -
1 4 22 14 23 - 12 - 17 18 3 2 6 1 5 -
- - - 1 5 1 - - - - 1 - - - - 2
- - - 6 29 4 1 - 1 - 2 - - 1 -
- - - 1 5 - 2 - 1 5 2 2 - - 1 3
- - - 3 39 2 - - 1 - - - - - - -
- - 2 12 24 1 - - 1 1 - 1 - - - -
2 1 13 79 59 1 7 1 4 11 4 1 - - 7 1
- - 1 3 42 - - - - 1 - - 1 1 -
- - a 54 as 13 2 1 4 6 - 1 2 - 1 a
- - - 1 2 - - - - - - - - -
- - - 15 - 1 - - - - - - - -
- - 4 11 10 3 - - 1 - 1 - 1 - 4 1
- 1 9 8 16 6 2 1 4 7 3 - - - - 2
- - 2 3 a a - - 1 1 - 1 - - 1 -
- - - 1 33 4 - - - - 1 - - - - -
14 24 236 1,108 1,164 116 103 21 147 189 65 33 33 10 68 42

(c) 2008 DPC DATA Inc. All rights reserved.
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Appendix VI

Class of 1996*

1997
Total Number of Deals for Which No Secondary Market
Disclosure Filings Were Made and No Public Offering 524
Documents for New Deals Were Distributed for the Same
Obligated Person
Number of Delinquent Deals as % of Total for Class? 18.3%
Original Par Amount of Bonds in Class Associated With
. . $16.8
Delinquent Issues ($ Billions)
Original Par Amount of Delinquent Issues as % of Original
11.5%

Total for Class®

1998

447

16.1%

$15.0

10.6%

1999

513

18.7%

$18.6

13.3%

! Class was determined by the dated date of each bond.
2 Net of refundings.

(c) 2008 DPC DATA INC. All rights reserved.

Year-Wise Profile of Disclosure Delinquencies

Year of Disclosure Delinquency

2000

580

21.2%

$19.2

13.7%

2001

574

21.2%

$21.8

15.8%

2002

537

20.3%

$17.7

13.2%

2003

533

20.5%

$18.7

14.1%

2004

588

23.3%

$20.3

16.2%

2005

591

24.2%

$20.7

17.1%

DATA

2006

679

28.0%

$24.2

20.1%



Appendix VI

Class of 1997 1

Total Number of Deals for Which No Secondary Market
Disclosure Filings Were Made and No Public Offering
Documents for New Deals Were Distributed for the Same
Obligated Person

Number of Delinquent Deals as % of Total for Class?

Original Par Amount of Bonds in Class Associated With
Delinquent Issues ($ Billions)

Original Par Amount of Delinquent Issues as % of Original
Total for Class®

1998

526

17.2%

$18.4

10.6%

1999

604

19.9%

$20.8

12.0%

! Class was determined by the dated date of each bond.
2 Net of refundings.

(c) 2008 DPC DATA INC. All rights reserved.

2000

687

22.7%

$24.7

14.2%

Year of Disclosure Delinquency

2001

661

22.0%

$24.3

14.2%

2002

637

21.5%

$23.6

14.1%

Year-Wise Profile of Disclosure Delinquencies

2003

669

22.8%

$25.2

15.2%

2004

681

23.9%

$28.6

17.9%

2005

688

25.0%

$24.5

15.9%

DATA

2006

793

29.0%

$28.4

18.6%



Appendix VI

Class of 1998"*

Total Number of Deals for Which No Secondary Market
Disclosure Filings Were Made and No Public Offering
Documents for New Deals Were Distributed for the Same
Obligated Person

Number of Delinquent Deals as % of Total for Class®

Original Par Amount of Bonds in Class Associated With
Delinquent Issues ($ Billions)

Original Par Amount of Delinquent Issues as % of Original
Total for Class®

1999

630

18.1%

$25.2

12.4%

! Class was determined by the dated date of each bond.
2 Net of refundings.

(c) 2008 DPC DATA Inc. All rights reserved.

2000

671

19.4%

$25.4

12.6%

Year of Disclosure Delinquency

2001

668

19.4%

$26.2

13.1%

2002

660

19.6%

$25.4

13.1%

Year-Wise Profile of Disclosure Delinquencies

2003

656

19.8%

$26.1

13.8%

2004

704

21.9%

$29.2

16.0%

2005

725

23.6%

$30.4

17.2%

DATA

2006

835

27.8%

$36.3

21.4%



Appendix VI

Class of 1999 1

Total Number of Deals for Which No Secondary Market
Disclosure Filings Were Made and No Public Offering
Documents for New Deals Were Distributed for the Same
Obligated Person

Number of Delinquent Deals as % of Total for Class®

Original Par Amount of Bonds in Class Associated With
Delinquent Issues ($ Billions)

Original Par Amount of Delinquent Issues as % of Original
Total for Class®

2000

545

19.2%

$21.1

13.7%

! Class was determined by the dated date of each bond.
2 Net of refundings.

(c) 2008 DPC DATA INC. All rights reserved.

Year of Disclosure Delinquency

2001

560

20.1%

$21.5

14.4%

2002

522

19.2%

$20.2

14.2%

Year-Wise Profile of Disclosure Delinquencies

2003

493

18.5%

$19.5

13.9%

2004

543

21.1%

$20.9

15.7%

2005

544

22.2%

$21.0

16.7%

DATA

2006

664

28.0%

$26.5

21.8%



Appendix VI Year-Wise Profile

Class of 2000 *

Total Number of Deals for Which No Secondary Market
Disclosure Filings Were Made and No Public Offering
Documents for New Deals Were Distributed for the Same
Obligated Person

Number of Delinquent Deals as % of Total for Class®

Original Par Amount of Bonds in Class Associated With
Delinquent Issues ($ Billions)

Original Par Amount of Delinquent Issues as % of Original
Total for Class®

of Disclosure Delinquencies

Year of Disclosure Delinquency

2001 2002 2003
434 375 381
18.7% 17.1% 17.8%
$16.6 $14.7 $14.7
12.8% 12.3% 12.8%

! Class was determined by the dated date of each bond.
2 Net of refundings.

(c) 2008 DPC DATA INC. All rights reserved.

2004

405

20.1%

$14.3

13.4%

2005

423

22.7%

$16.7

16.9%

DATA

2006

488

27.4%
$19.5

21.1%



Appendix VI Year-Wise Profile of Disclosure Delinquencies

Class of 2001 1

Total Number of Deals for Which No Secondary Market
Disclosure Filings Were Made and No Public Offering

Documents for New Deals Were Distributed for the Same 587 578 589 628 71
Obligated Person
Number of Delinquent Deals as % of Total for Class? 16.8% 16.7% 17.4% 19.2% 22.6%
Original Par Amgunt of Bonds in Cla_s.s Associated With $22.3 $23.8 $21.8 $26.5 $30.7
Delinquent Issues ($ Billions)
. . o -
Original Par Amount of Delinquent Issues as % of Original 10.8% 11.8% 11.3% 14.5% 17.6%

Total for Class®

! Class was determined by the dated date of each bond.
2 Net of refundings.

(c) 2008 DPC DATA INC. All rights reserved.



Appendix VI Year-Wise Profile of Disclosure Delinquencies

Class of 2002 1

Total Number of Deals for Which No Secondary Market
Disclosure Filings Were Made and No Public Offering

Documents for New Deals Were Distributed for the Same 669 705 802 888
Obligated Person
Number of Delinquent Deals as % of Total for Class? 17.0% 18.2% 21.0% 24.0%
Original Par Amgunt of Bonds in Cla_s_s Associated With $24.9 $28.5 $33.5 $40.8
Delinquent Issues ($ Billions)
. . o -
Original Par Amount of Delinquent Issues as % of Original 9.7% 11.6% 14.1% 17.7%

Total for Class®

! Class was determined by the dated date of each bond.
2 Net of refundings.



Appendix VI Year-Wise Profile of Disclosure Delinquencies

Class of 20031

Total Number of Deals for Which No Secondary Market
Disclosure Filings Were Made and No Public Offering

Documents for New Deals Were Distributed for the Same 758 841 925
Obligated Person
Number of Delinquent Deals as % of Total for Class? 18.6% 20.7% 23.3%
Original Par Amgunt of Bonds in Cla_s_s Associated With $34.1 $34.7 $45.6
Delinquent Issues ($ Billions)
Original Par Amount of Delinquent Issues as % of Original 11.7% 12.0% 16.4%

Total for Class®

! Class was determined by the dated date of each bond.
2 Net of refundings.

(c) 2008 DPC DATA INC. All rights reserved.



Appendix VI Year-Wise Profile of Disclosure Delinquencies

Class of 2004 1

Total Number of Deals for Which No Secondary Market
Disclosure Filings Were Made and No Public Offering

Documents for New Deals Were Distributed for the Same 703 815
Obligated Person
Number of Delinquent Deals as % of Total for Class? 19.1% 22.4%
Original Par Amgunt of Bonds in Cla}s_s Associated With $33.2 $41.9
Delinquent Issues ($ Billions)
Original Par Amount of Delinquent Issues as % of Original 13.9% 17.8%

Total for Class?

! Class was determined by the dated date of each bond.
2 Net of refundings.

(c) 2008 DPC DATA INC. All rights reserved.



Appendix VI Year-Wise Profile of Disclosure Delinquencies

Class of 2005 1

Total Number of Deals for Which No Secondary Market
Disclosure Filings Were Made and No Public Offering

Documents for New Deals Were Distributed for the Same 1084
Obligated Person
Number of Delinquent Deals as % of Total for Class? 24.3%
Original Par Amount of Bonds in Class Associated With
X . $54.2
Delinquent Issues ($ Billions)
Original Par Amount of Delinquent Issues as % of Original 19.1%

Total for Class®

! Class was determined by the dated date of each bond.
2 Net of refundings.

(c) 2008 DPC DATA INC. All rights reserved.



Appendix VI

Composite of all Classes

Total Number of Deals in Sample for Which No Secondary
Market Disclosure Filings Were Made and No Public Offering
Documents for New Deals Were Distributed for the Same
Obligated Person

Total Number of Deals in Sample Expected to File That Year?
Number of Delinquent Deals as % of Total Original Sample2

Original Par Amount of Bonds in Original Sample Associated
With Delinquent Issues ($ Billions)?

Original Par Amount of Bonds in Sample Expected to Disclose
That Year ($Billions)"?

Original Par Amount of Delinquent Issues as % of Original
Total for Total Sample*?

1997

524

2,864

18.3%

$16.8

$146.6

11.5%

1998

973

5,836

16.7%

$33.4

$316.4

10.6%

1999

1,747

9,256

18.9%

$64.7

$516.7

12.5%

1 Adjusted for bonds refunded.
2 Includes only Classes expected to file that year.

(c) 2008 DPC DATA INC. All rights reserved.

Year-Wise Profile of Disclosure Delinquencies

Year of Disclosure Delinquency

2000

2,483

12,067

20.6%

$90.3

$668.8

13.5%

2001

2,897

14,262

20.3%

$110.5

$789.5

14.0%

2002

3,318

17,395

19.1%

$123.9

$964.5

12.8%

2003

3,979

21,049

18.9%

$152.8

$1,200.0

12.7%

2004

4,973

24,482

20.3%

$197.6

$1,434.6

13.8%

2005

5,945

27,425

21.7%

$241.2

$1,622.6

14.9%

DATA

2006

7,882

31,231

25.2%

$348.1

$1,859.1

18.7%
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