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LMITED STATES
SECURITIES AMD EXCHANGE COMMISSION
WaABHINETON, 6. 20848

Fuly 29, 2005

The Honorable Bob Beavgez

U.s. House of Represenlatives

504 Cemnon Hovse Office Brilding
Washtagton, D{ 20515

Dear Congressmen Beavwrez,

i Lam weling in respﬁmc to your lster dated June 7, 2005, reganding & coma’amL
sent 1o the Dividon of Murket Rupulation on March 31, 2005, on bahalf of the Amedicag
Boﬁ_aluw Poandzton (FABE™). You IL.L'[L}..EI: that the Commision review the ART s
a_ez—nﬁms fhat thros oredit rasing agencles essimed Giappropdates snd misleading
x-:r:swrém redit ratings to the long-tenm forelgn corrency debt uffhe Peonls's Republic
of ;_,h.n:*.. Attached is 2 sieff memorandums relating to yoir foquizy.

‘We lave forwarded vour letter to Moods™s, SEP gnd Fiteh for their pitention.
Pledse levms know i we can provide father nformation.

Staeerély,
Acting Clnfrman
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TG Cynthin A, Glassman, Acting Chaimman

FRDM:  Anactte Nezaroth, Divector o dis 2. A

! Division of Makel Repuiation T

i ; |
wot Sumenary of the Amerfsm Bondholders Forndation’s complaint

mk_[m-g Tuly 29 2008

L We received 2 leitar dated Fdarch 31, ._.GD:, from Sovercign Advisers on hehalf of
the American Bondholders Fonndation (amrn! gileging that {res aredit rating
sgedcics assigned Ineppropritie and misleading soversisn opsditTatings {o the ]ong—tcm
fordem curency debt of the Peaple®s Republic of Chiva, The complaint relates to bonds
1ﬂsué-r1ba{o:e 1949 that, aocording to tﬁaABF, ate tow in defeuli, The ARF adseris that
fhesébnnds by their ferms, are bindiog upon the government of Ching and jts succegsars,
but thet the People’s Republic of Chinu has stated that 2t hesmo abligriion to repay them.

i Inits complaint, the ABF stafes that thees of the Natlopslly Recognized Siatistiesl
Fstihg Organizations CINRSROs™), Moody’s. Tvestors Service Ine,, the Standard &
Poo:i‘s Division of the McGrmv Hiil Companies, Ine.. and Fiteh, }'nc have failed o
conduet objective analysea of the pertipent facis and ciroumstances refated o the tame-
ferm}ibrmgu currency debf ssned by fhw Pmpla’s Rc;m’bh: of China, According fo the
ARBT this failure resulfed in the «sﬁgn:uam: af inappropriate pod misleading sovereign
credit retings to this Jong-term foreign cwrency debl. The ABF also complaips that
mlsleadmﬂ staiements appear in the prospectus supplesnent for the Poopla's Republic of
Chmﬁ B issuance of eovereign debiin 2003, Moréover, the ABF contends that the a¢tions
# dedoribes with respect to credit maiing agencies are\;-t{imentta the supervisory and
ragul]atorymmsjﬂ of the Division of Murket Regulation with respest to the opsration of
the nation’s securties markels generlly and, specifically, the diligent enforcement of
mcﬂfaum governing the aperation of the NRSROs.

} The Commission hasne cxpress apihority to regulats NRSF.Os as such. As was
ﬁeauszf-dm arecent rule proposal, the Commﬂn s the anthority to defing the term

- NRSRO for puzposes of C&onrmmsmnmgul‘hanu. The goal of the NRERQ nile proposz]

into drovide greater elarity and ransperency to fhe yrovess of determining whether s
Grf:ﬂlt rating agency’s matmg should be relied on a5 20 NRSRO rafing for prrposes of
Comhission rules and regulations. The proposed definifion and interpretations ary
infended o provids credit IF-!.‘II!,_A agencies with 2 beiter mderstending of whethes they

L

Accyrding tp the :'13'?, it is {he Inenrpiorated nutloas] orpeelmton voprusenting the copnslidatad
clafrg of thonsands of Unf=d Sistos bondholders who we balders of fill fuith and credit
: govereign bonds {35ned by the Governmers of China,

§ See Thfinltion of Ma tioneily Becogmizad, Sthtisticel Rating Grganization, Relesse Moz, 33-8570;
| 34-51572; TC-26534 (Apsil 19, 20005), 17 CFR Part 240 (Aprdl 23, 2005).
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qnb.ln’-"_\r 58 NRSROs. The Commission does not, howey &f heve fhe euthority io require
aalNKSEO to revise  debt raing classifieation, The NRESROs have ssverted that sich
yufhority could infinge npon et First Amendment rights, :

The ABF letier discussss vadons sread in which it beligves ihe disclostme i,

ing docnsments was inadequats. Commission staffavill uyo s information 25 we
see to. ensirre fiat issuets Whose secirifies are registared with this Commission fulfilt
thefr responsibility tn provids investors with full and fair informafion thet is materidl fo
Eh {rf?séfmeﬂt decision. T
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