
CM\878992EN.doc PE423.922v02-00

EN United in diversity EN

EUROPEAN PARLIAMENT 2009 - 2014

Committee on Petitions

30.9.2011

NOTICE TO MEMBERS

Subject: Petition 1143/2008 by Eric Sanitas (French?), on behalf of the Association 
Fédèrative Internationale des Porteurs d'Emprunts Russes (AFIPER), on 
non-repayment of loans by the Russian Federation

1. Summary of petition

The petitioner is chairman of an international federation of holders of Russian loans. The 
Russian Federation is the successor in title to the Soviet Union and previous Russian States. 
Before 1917, the Russian State issued many securities, and many people in Europe and 
elsewhere invested in Russia. However, Russia has never repaid the money lent to it in this 
way, although the State is very solvent. In the petitioner's opinion, Russia therefore has a far 
larger foreign debt than the official figures suggest. International credit rating agencies such 
as Standard and Poor's or Moody's and Fitch similarly do not take any account, in their 
ratings, of these old debts and give favourable assessments of Russia. The petitioner calls on 
the European Parliament to persuade the European Commission to extend the investigation 
into conflicts of interest at rating agencies when assessing structured products to include an 
assessment of issuers of securities and bad debtors and to the desire of the Russian Federation 
to evade its obligations towards holders of Russian securities who have never received any 
repayment of the money they lent.

2. Admissibility

Declared admissible on 5 February 2009. Information requested from Commission under Rule 
192(4).

3. Commission reply, received on 24 April 2009.

The petition
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The petition is presented by AFIPER (Association Federative Internationale des Porteurs 
d'Emprunts Russes) and refers to the activities of credit rating agencies in relation to ratings 
assigned to Russian public debt. It contains an answer received from the Commissioner 
McCreevy in May 2008 in relation to the same issue.

The petitioner complains about the behaviour of credit rating agencies which assign the rating 
"investment grade" to the current debt of the Russian Federation and claims that these 
agencies should take into account the previous unpaid debt of the Russian State. He suggests 
that the Russian Federation is not honouring the debts of the Russian State dating from before 
1917; therefore, Russia has a far more important foreign debt than the official figures suggest. 
International credit rating agencies such as Standard and Poor's or Moody's and Fitch do not 
take any account of these old debts and give favourable ratings to the Russian public debt. 
The petitioner considers that this fact points to the problem of   conflicts of interest in the 
business model of credit rating agencies, derived from the "issuer pays" model. 

The petitioner calls on the European Parliament to ask the European Commission to analyse 
the conflicts of interest of rating agencies in relation to structured products but also the 
conflicts of interest of these agencies when assessing issuers of securities and bad debtors. 
This assessment should include the evasive attitude of the Russian Federation towards holders 
of Russian securities who have never received any repayment of the money they lent to the 
Russian State before 1917.

The Commission's comments on the petition

On 12 November 2008 the Commission adopted a legislative proposal establishing a 
regulatory framework for credit rating agencies. The proposed regulation is currently being 
examined by the European Parliament and the Council in the co-decision procedure. The 
adoption of the proposal by the Parliament will hopefully take place before the end of the 
current Parliament's term in 2009. 

The main objective of the proposed regulation is to ensure that ratings are reliable and provide 
accurate information for investors. The proposed regulation requires credit rating agencies to 
be registered in order to be allowed to exercise their rating activities in the EU. Credit rating 
agencies will have to comply among other obligations with rigorous rules to make sure that 
ratings are not affected by conflicts of interest, inherent to the rating business. The proposed 
regulation also introduces a comprehensive supervisory regime. 

The proposed  regulation is not  limited to the activity of  credit rating agencies in relation to 
structured finance ratings, but includes all  activities of rating agencies (i.e., it covers also 
ratings for sovereigns and corporates).

In light of the particular query of the International federation of Holders of Russian Loans in 
relation to the rating of the current debt of the Russian Federation, the Commission wishes to 
underline that it follows clearly from the proposed regulation that the content of ratings shall
not be subject to scrutiny by national supervisory authorities. However, once the regulation 
has been adopted by the co-legislators and is applicable in the Community, competent 
authorities will have to supervise and sanction agencies that do not respect the rules of the 
regulation, including the conflict of interest rules.

Conclusions
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It is not within the competence of the European Commission to assess the accuracy of 
individual ratings issued by credit rating agencies and it is not empowered to take 
enforcement actions against or impose sanctions on credit rating agencies. Consequently, the 
Commission cannot take any position on the case described by the petitioner. However, once 
the abovementioned Regulation on credit rating agencies enters into force, rating agencies 
will be subject to supervision by the competent authorities of the Member States. Duties of 
the national competent authorities will include the assessment of whether the rating agency 
concerned has put in place efficient policies and procedures in order to either identify and 
eliminate or manage and disclose conflicts of interest. If this is not the case, the rating agency 
should be sanctioned accordingly.

4. Commission reply (REV), received on 30 September 2011.

The Commission's observations

Regulation (EC) No 1060/2009 on credit rating agencies entered into force on 7 December 
2009. 

The main objective of the CRA Regulation is to ensure that ratings are reliable and provide 
accurate information on credit quality for investors. The regulation requires credit rating 
agencies to be registered for the exercise of their rating activity in the EU. Credit rating 
agencies have to comply with rigorous rules to make sure that ratings are not affected by the 
conflicts of interest inherent to the ratings business. Furthermore, the CRA Regulation 
requires that credit rating agencies use rating methodologies that are rigorous, systematic, 
continuous and based on historical experience. Following amendments to Regulation (EC) No 
1060/2009 (see Regulation (EU) No 513/2011), the supervision of credit rating agencies 
registered in the European Union is entrusted to the European Securities and Markets 
Authority (ESMA). ESMA's supervisory powers over credit rating agencies include the power 
to conduct investigations and to impose sanctions. The European Commission does not have 
supervisory powers over credit rating agencies.

The CRA Regulation is not limited to the activity of the credit rating agencies in relation to 
structured finance ratings, but covers the whole activity of these entities (i.e. also ratings of 
sovereigns and corporates).

Concerning the particular query of the International Federation of Holders of Russian Loans
and the remark that the ratings of the Russian Federation fail to take into account state debts 
dating from before 1917, it should be pointed out that the European supervision of credit 
rating agencies does not extend to interference with the content of the rating. However,
ESMA has the obligation to supervise credit rating agencies and must sanction agencies in 
case they do not respect conflict of interest rules or use rating methodologies which are not 
rigorous, systematic, continuous or based on historical experience.

Conclusions

The European Commission is not empowered to exercise any enforcement action against the 
credit rating agencies in relation to the case described by the petitioner. However, credit rating 
agencies registered in the European Union are subject to supervision by ESMA. It is the duty 
of ESMA to determine whether a rating agency has put in place efficient policies and 
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procedures to identify, eliminate or manage and disclose conflict of interest and whether its 
methodologies are rigorous, systematic, continuous and based on historical experience, as 
required by the CRA Regulation.


