
EXPLANATORY MEMORANDUM TO 
 

THE CREDIT RATING AGENCIES REGULATIONS 2010 
 

2010 No. 906 
 
 
1. This explanatory memorandum has been prepared by HM Treasury and is laid 

before Parliament by Command of Her Majesty. 
 
2.  Purpose of the instrument 
 

2.1 Regulation (EC) No 1060/2009 of the European Parliament and of the 
Council of 16 September 2009 on credit rating agencies (“the EC Regulation”) 
provides for the regulation of credit rating agencies. These Regulations 
concern matters where the EC Regulation provides for national implementing 
measures, and they ensure that the EC Regulation is fully effective and 
enforceable in the United Kingdom.   

 
3. Matters of special interest to the Joint Committee on Statutory 

Instruments 
 
 3.1  None. 
 
4. Legislative Context 
 

4.1 The Regulations contain provisions that ensure that the EC Regulation is 
effective in the United Kingdom. The Regulations designate the Financial 
Services Authority (“the Authority”) as the UK competent authority for the 
purposes of the EC Regulation, in accordance with Article 22(1) of the EC 
Regulation. They confer investigatory powers on the Authority in accordance 
with Article 23 of the EC Regulation, and create national penalties in 
accordance with Article 36. 
 
4.2 Scrutiny Committee history 
 
Explanatory Memorandum 15661/2008 was sent to both scrutiny committees 
on 1 December 2008.  Following a debate on 27 January 2009 in the European 
Committee, the committee voted to note the Credit Rating Agency proposal 
and to endorse the Government’s approach, clearing scrutiny for the 
Commons. The Lords Select Committee on the European Union decided to 
hold the Explanatory Memorandum under scrutiny in conjunction with its 
inquiry on EU financial regulation and to request updates on negotiations and 
a UK Impact Assessment.  It was cleared by the House of Lords on 10 March 
2009. 
 
 
 
 
 



 
 
5. Territorial Extent and Application 
 
 5.1 These Regulations apply to all of the United Kingdom.  
 
6. European Convention on Human Rights 
 

As the instrument is subject to negative resolution procedure and does not 
amend primary legislation, no statement is required. 
 

7. Policy background 
 

 What is being done and why  
7.1  The EC Regulation introduces a harmonised approach to the regulation 

of credit rating activities in the European Union. The Regulation:  
 

o establishes a registration system for credit rating agencies; 
 
o requires registered agencies to comply with various provisions 

relating to independence, conflicts of interest, employees and 
analysts, methodologies and models, outsourcing, and disclosure 
and presentation of information; and 

 
o requires specified financial institutions to use credit ratings for 

regulatory purposes only if they have been issued or endorsed by 
a registered credit rating agency, or issued by an overseas agency 
that has been certified in accordance with the Regulation. 

 
 Consolidation 

 
7.2  The Regulations amend the Capital Requirements Regulations 2006. 

Other amendments are expected to be made later this year to the 2006 
Regulations, and consolidation will be considered at that time.  

 
8.  Consultation outcome 

 
The Regulation was published on 17 November 2009 and came into force on 7 
December 2009. Member States have to designate competent authorities to 
exercise functions under the EC Regulation by 7 June 2010. This timetable left 
insufficient time for a formal 12 week consultation. Instead, the Treasury held 
an informal four week consultation with relevant stakeholders, including a 
roundtable meeting to discuss the proposed Regulations. We had responses 
from the main credit rating agencies and trade associations who were broadly 
supportive of the draft SI. 

 
9. Guidance 
 

9.1 The Treasury does not propose to produce any guidance in relation to the 
Regulations. The Committee of European Securities Regulators will produce 



guidance in relation to the EC Regulation, and the Authority has the power 
under the Regulations to issue guidance in relation to the EC Regulation and 
these Regulations. 

 
10. Impact 
 

10.1 The impact on business, charities or voluntary bodies is negligible. 
 

 10.2 The impact on the public sector is negligible. 
 

10.3 An Impact Assessment is attached to this memorandum.  
 

11. Regulating small business 
 
11.1  There will be no impact on small firms.  
 

12. Monitoring & review 
 

12.1 We expect these Regulations to be amended or revoked in 2011, as it is 
believed that the EC Regulation will be amended to transfer regulatory 
responsibility to a new EU body.   

 
13.  Contact 
 
 Helena Forrest at HM Treasury Tel: 020 7270 5694 or email: 

Helena.Forrest@hmtreasury.gsi.gov.uk can answer any queries regarding the 
instrument. 
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