November 28, 2011

Department of the Treasury

Bureau of the Public Debt

Government Securities Regulations Staff
799 9th Street, NW

Washington, DC 20239-0001

Re:  Government Securities Act Regulations; Replacement of References to Credit
Ratings and Technical Amendments; Docket No. BPD GSRS 11-01; RIN 1535-AA02.

Dear Treasury Staff:

Better Markets, Inc.! appreciates the opportunity to comment on the above-
captioned proposed rule (“Proposed Rule”) of the Department of the Treasury
(“Treasury”). The Proposed Rule would remove certain references to credit ratings in the
liquid capital rules applicable to government securities brokers and dealers, and would
replace those references with an alternative standard of credit-worthiness. Treasury has
issued the Proposed Rule in accordance with the requirements of Section 9394 of the
Dodd-Frank Wall Street Reform and Consumer Protection Act (“Dodd-Frank Act”}.

INTRODUCTION

In use for nearly a century, credit ratings have become an extremely important
fixture in the capital markets. However, credit ratings have also played an important role
in some spectacular financial disasters, including the Enron implosion in 2001, the
catastrophic collapse of the mortgage-backed securities markets in 2008, and the
financial crisis that began in 2007 and continues to this day.

Fresh evidence of their destructive power lies in the Eurozone, where the current
financial peril is in part the product of the deeply flawed ratings system employed by
rating agencies. For example, the credit rating agencies consistently rated Greek and
other weak sovereign debt as A+ for years. Yet recent revelations about Greece’s actual
economic circumstances prove that the rating agencies’ prior A+ ratings could not have
been close to accurate and therefore were not a proper evaluation of Greece’s financial
condition. In another case of flawed analysis, the fact that only one of the three major
rating agencies downgraded long-term U.S. debt this summer—while the other two
agencies did not—speaks volumes about the fundamentally arbitrary and unreliable
nature of credit ratings.

! Better Markets, Inc. is a nonprofit organization that promotes the public interest in the capital and
commedity markets, including in particular the rulemaking process asseciated with the Dodd-Frank
Act,
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document how a credit risk determination meets the new standards for credit-
worthiness without regard to credit ratings.

This more detailed documentation requirement will serve two important
purposes. First, these documentation standards will help promote actual compliance by
government securities brokers and dealers. The process of documenting each credit risk
determination will induce a more thorough and rigorous application of the firm’s policies
and procedures governing credit risk assessment. Second, requiring government
securities brokers and dealers to create a record of their credit risk determinations will
enable regulators to effectively monitor compliance with the liquid capital rule and take
appropriate remedial action if the new credit assessment standards have been
misapplied and net capital levels drop below required levels. Both of these goals are
critical elements in the effort to reform the way credit ratings are used in our markets.

CONCLUSION

We hope these comments are helpful in your consideration of the Proposed Rule.

President & CEO

Stephen W. Hall
Securities Specialist

Better Markets, Inc.
1825 K Street, NW
Suite 1080
Washington, DC 20006
(202) 618-6464
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