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European Securities and Markets Authority

Decision of the Board of Supervisors

To adopt supervisory measures and impose fines in respect of

infringements committed by Moody’s Deutschland GmbH

The Board of Supervisors (‘Board’),
Having regard to the Treaty on the Functioning of the European Union,

Having regard to Regulation (EU) No 1095/2010 of the European Parliament and of the
Council of 24 November 2010 establishing a European Supervisory Authority (European
Securities and Markets Authority)!, as amended (‘ESMA Regulation’), and in particular Article
43(1) thereof,

Having regard to Regulation (EC) No 1060/2009 of the European Parliament and of the
Council of 16 September 2009 on credit rating agencies? (‘Regulation’), and in particular
Articles 24 and 36a thereof, as amended,

Having regard to Commission Delegated Regulation (EU) No 946/2012 of 12 July 2012
supplementing Regulation (EC) No 1060/2009 of the European Parliament and of the Council
with regard to rules of procedure on fines imposed to credit rating agencies by the European
Securities and Markets Authority®, including rules on the right of defence and temporal
provisions,

Whereas:

i. Following preliminary investigations, ESMA Supervisors found in the Supervisory
Report dated 16 December 2024 with respect to Moody’s Deutschland GmbH (or the
“Person Subject to Investigation”, or ‘PSI’) that there were serious indications of the
possible existence of facts liable to constitute one or more of the infringements listed
in Annex Il to the Regulation.

i.  Thus, an independent investigating officer (‘110’) was appointed on 16 December 2024
pursuant to Article 23e(1) of the Regulation.

iii. On 7 November 2025, the 110 sent to the PSI her initial Statement of Findings, which
found that the entity had committed one or more of the infringements listed in Annex IlI
to the Regulation.

"OJL 331, 15.12.2010, p. 84.
20J L 30217.11.2009, p. 1.
3 0J L 28216.10.2012, p. 23.
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In response to the 11O’s initial Statement of Findings, written submissions dated 8
December 2025 were made by the PSI.

Following the receipt of written submissions from the PSI, the 11O amended her initial
Statement of Findings and incorporated those amendments into her Statement of
Findings.

On 26 February 2026, the 110 submitted to the Board her file relating to the PSI, which
included the initial Statement of Findings dated 7 November 2025, the written
submissions made by the PSI on 8 December 2025 and the Statement of Findings
dated 26 February 2026.

On 25 March 2026, the Chair, after having assessed the file submitted by the 110 on 26
February 2026, concluded that the file was complete.

The Board thoroughly discussed the case at its meeting on 28 April 2026 and
expressed agreement with all the 110’s findings.

It provided clear directions and delegated to the Chair the finalisation, and submission
to the PSI of the Board'’s initial Statement of Findings.

On 12 May 2026, the PSI provided its written submissions in respect of the Board’s
initial Statement of Findings.

The Board discussed the case further at its meeting on 30 June 2026.

Pursuant to Article 36a of the Regulation, where the Board finds that a credit rating
agency has, intentionally or negligently, committed one of the infringements listed in
Annex lll, it shall adopt a decision imposing a fine.

Pursuant to Article 24 of the Regulation, where the Board finds that a credit rating
agency has committed one of the infringements listed in Annex lll, it shall take a
supervisory measure, taking into account the nature and seriousness of the
infringement.

Having considered the 110’s Statement of Findings, the material in the complete file and
the written submissions made on behalf of the PSI|, the Board sets out below its
findings.
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STATEMENT OF FINDINGS OF THE BOARD OF SUPERVISORS

1 Background

1. The PSI is a private limited liability company* established in Germany and a wholly
owned, indirect subsidiary of Moody’s Corporation (“MCQO”). MCO is a publicly-traded
company, incorporated in Delaware (USA)® and listed on the New York Stock Exchange.®

3. The PSI is a Credit Rating Agency (CRA) registered under the Regulation and issues
solicited and unsolicited credit ratings for all credit rating asset classes, namely sovereign
and public finance, structured finance and corporate ratings (including insurance and
financial institutions).

4. The PSI together with other European subsidiaries of MCO is active in the European
Union through a large number of subsidiaries.” In 2025, together they held 29.63% of the
market share of all CRAs registered in the European Union (EU) in accordance with the
Regulation.®

5.  As regards the financial year ended 31 December 2025°, the PSI’s total revenues were
EUR [185-190] million.

6. On 31 October 2011, ESMA announced the registration (by national competent
authorities) of the PSI.™

2 The Facts

7. Inrelation to the case, the Board considered the below facts as particularly pertinent to
its findings.

8. It also assessed whether any limitation periods would apply to the facts in the case and
concluded that there were no restrictions. Thus, all the evidence could be considered in
establishing any of the infringements. This was not disputed by the PSI in its response to
the Board’s initial Statement of Findings'".

4 Exhibit 1, Supervisory Report, p. 7 and Exhibit 2, H - MIS EU Transparency Report 2024, p. 4.

5 Exhibit 1, Supervisory Report, p. 7 and Exhibit 2, H - MIS EU Transparency Report 2024, p. 4.

8 Supervisory Report, Exhibit 2, MIS Registration Form as NRSRO.

7 Exhibit 3, 2025-05-06 - ESMA85-2002691366-37911 - Response 110 request - Supervision (‘ESMA Supervisors’ Response to
the 110’s Request’), p. 6 and Exhibit 4, | - NRSRO Registration - Exhibit 4 - Organizational Charts.

8 See CRA Market Share Report (ESMA84-2037069784-2228), 2025 edition, 18 December 2025, p. 8.

9 See Letter to ESMA regarding the PSI’s turnover, 1 May 2026.

0 Supervisory Report, Exhibit 4, ESMA-2011-360 Press Release DBRS-Fitch-Moody and SnP receive EU registration, 31 October
2011. Please also see, Supervisory Report, Exhibit 5, BaFin notification of registration, 31 October 2011, Supervisory Report,
Exhibit 6, AMF notification of registration, 28 October 2011, Supervisory Report, Exhibit 7, Consob notification of registration, 28
October 2011, Supervisory Report, Exhibit 8, CNMV notification of registration, 31 October 2011.

" Response to the Board’s initial Statement of Findings, p. 1.
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2.1 The PSI’s reporting of rating information (ERP & CEREP)

2.1.1 Reporting of credit rating information in terms of the Regulation

9. Regulation (EU) No 462/2013, adopted on 21 May 2013, introduced several amendments
to the Regulation, including the new requirement for ESMA to establish the European
Rating Platform (ERP)'? to publish individual credit rating information issued by registered
or certified CRAs and the related obligation for CRAs to submit rating information to
ESMA." The European Commission adopted regulatory technical standards that define
the content and presentation of the information that CRAs are to disclose to ESMA
(“Delegated Regulation”)." The Delegated Regulation applied from 21 June 2015. It
included provisions previously covered by the SOCRAT (“Supervision of Credit Rating
Agencies Tool“)!® and CEREP (the central repository that stores historical performance
data of credit ratings)'® regulatory technical standards (“RTS”) to allow ESMA to integrate
the information reported under those RTS within one single data feed. The CEREP
information was then incorporated in the ERP. Therefore, while the data collected
following the new requirements is the source of information for the ERP public platform,
it also feeds the CEREP statistics calculation and provides the information required for
the ongoing supervision activities run by ESMA."

10. To implement these obligations, ESMA operates a set of interconnected reporting
systems. The ERP is the public platform where credit rating information submitted by
CRAs is made available, ensuring transparency and comparability. CEREP requires
CRAs to report outstanding credit ratings on a semi-annual basis. The data collected in
CERERP is used to compute statistics on rating activity and performance, including default
rates and transition matrices. This system is crucial for maintaining a comprehensive
record of credit rating histories and ensuring that performance data is publicly available.'®

12 The central credit ratings website administered by ESMA.

'3 Article 11a of the Regulation introduced by Regulation (EU) No 462/2013 of the European Parliament and of the Council of 21
May 2013 amending Regulation (EC) No 1060/2009 on credit rating agencies, OJ L 146, 31.5.2013, p. 1.

4 Commission Delegated Regulation (EU) 2015/2 of 30 September 2014 supplementing Regulation (EC) No 1060/2009 of the
European Parliament and of the Council with regard to regulatory technical standards for the presentation of the information that
credit rating agencies make available to the European Securities and Markets Authority, OJ L 2, 6.1.2015, p. 24.

5 Commission Delegated Regulation (EU) No 448/2012 of 21 March 2012 supplementing Regulation (EC) No 1060/2009 of the
European Parliament and of the Council with regard to regulatory technical standards for the presentation of the information that
credit rating agencies shall make available in a central repository established by the European Securities and Markets Authority,
OJ L 140, 30.5.2012, p. 17.

6 Commission Delegated Regulation (EU) No 446/2012 of 21 March 2012 supplementing Regulation (EC) No 1060/2009 of the
European Parliament and of the Council with regard to regulatory technical standards on the content and format of ratings data
periodic reporting to be submitted to the European Securities and Markets Authority by credit rating agencies, OJ L 140, 30.5.2012,
p. 2.

7 Exhibit 1, Supervisory Report, p. 30.

'8 Supervisory Report, Exhibit 107, ESMA-2015-665 - RADAR reporting instructions_v1.2, p.10, Supervisory Report, Exhibit 108,
ESMA-2015-665 - RADAR reporting instructions_v1.3, 31 March 2023, p. 10 and Exhibit 23, T - ESMAO0070, p. 9.
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11. CRA submissions are channelled through RADAR ', ESMA’s secure system that
validates and processes the files before they feed into ERP and CEREP. RADAR
processes the data and checks its quality in terms of formatting and reports completeness
and consistency. The CRAs are responsible for the accuracy, completeness and
availability of the data reported. A number of validations are executed on the files and a
feedback file listing all errors and warnings detected is sent back to the CRAs.?° As part
of this process, CEREP flags are used to identify ratings that are relevant for CEREP
statistics. The accurate setting of CEREP flags is essential for the reliability of the
statistics generated by CEREP.

12. In summary, these reporting systems collectively support ESMA's mandate to oversee
the credit rating industry, ensuring that CRAs provide accurate, timely and
comprehensive data. This framework not only aids in regulatory compliance but also
enhances the transparency and reliability of credit ratings available to the public.

13. Finally, reporting to ESMA should be organised between qualitative data reports and
rating data reports as outlined in Part 1 and Part 2 of Annex | of the Delegated Regulation.
ESMA RADAR Reporting Instructions?! further detail how to report qualitative data
reports and rating data reports.

2.1.2 Internal reporting processes of the PSI

14. In 2015 and 2016, the PSI developed a system to meet these new requirements to report
rating information to ESMA (ERP reporting system). In addition to its own reporting to
ESMA, the PSI also handled the RADAR reporting for the five other EU-registered CRAs,
subsidiaries of MCO. The Board found it to be the responsible CRA in this case and this
was not disputed by the PSI.

15. The PSI’s intention was to develop an entirely automated process??, capable of submitting
all the required information to RADAR without human intervention. The PSI decided to
update its already existing reporting systems??, rather than creating a new specific one.
The core of the PSI’s reporting system (already in place at that time) was based on three
tools?*, which constitute the “legacy systems”, as they pre-existed the launch of the ERP

® The reporting instructions issued by ESMA providing technical guidance for CRAs on the submission of qualitative and
quantitative rating data to ESMA (as amended).

20 Supervisory Report, Exhibit 107, ESMA-2015-665 - RADAR reporting instructions_v1.2, Supervisory Report, Exhibit 108,
ESMA-2015-665 - RADAR reporting instructions_v1.3, 31 March 2023 and Exhibit 23, T - ESMA0070.

2! Supervisory Report, Exhibit 108, ESMA-2015-665 - RADAR reporting instructions_v1.3.

2 Supervisory Report, Exhibit 23, Moody's - Response to ESMA Information Request dated 15.01.2024 - strictly confidential, p.
5.

2 SOCRAT and CEREP.

2 The ETL (Extract-Transform-Load) tool, the Java scripts, and the Control-M function. The ETL tool is used to extract, transform,
and load the relevant data from the different databases in which it is stored. The PSI then uses Java scripts to transform this data
into the required format (i.e. XML files) and to control that the given XML files have the correct structure as required by ESMA.
These Java scripts also create the PDF files for the press releases to be reported. Finally, the PSI uses a tool called “Control-M”
to schedule the automatic submission of data into the ESMA RADAR system. Exhibit 1, Supervisory Report, p. 30.
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reporting process and were adapted in view of the new Regulation No 462/2013.%° The
development requirements for adjusting these three tools were listed in three core
documents further described below.?®

16. The ERP reporting process, as also detailed by the PSI, operates in three broad phases:
the extraction of rating data, its transformation into the prescribed regulatory format, and
the final transmission of reports to ESMA?’:

- Data Extraction: which involves collecting daily quantitative and qualitative data
related to ratings from various databases and workflow applications of the PSI?;

- Data Transformation: which involves preparing the data packages for submission?’;

- Data Reporting: which involves submitting the prepared data packages to ESMA via
a secure File Transfer Protocol (FTP).%

17. The PSI's Control-M3" application’s second function is to monitor the ESMA Hub in order
to download the feedback files created by the ESMA Hub and the RADAR system.32
Those feedback files provide information on the status of the CRA’s submissions through
the ESMA Hub into the RADAR system, indicating whether they were successful or not.3
The PSI outlined that post submission, the Control-M application automates the handling
of feedback files, operating daily at 21:00 EST/CEST, and is responsible for the
'Feedback Processing' step. The processing of feedback files is automated and involves
downloading feedback data, saving it into the ERP File Archive, opening the zip file, and
loading XML data onto the database.3* This automated processing of feedback files was
designed to download the feedback files, extract them and store them into the PSl’s

% Exhibit 1, Supervisory Report, p. 31 and Supervisory Report, Exhibit 23, Moody's - Response to ESMA Information Request
dated 15.01.2024 - strictly confidential, p. 27-28, numerous references to the PSI's legacy systems and technology, identified as
the source of technical problems including misreporting to ESMA.

% Exhibit 1, Supervisory Report, p. 31.

27 Supervisory Report, Exhibit 23, Moody's - Response to ESMA Information Request dated 15.01.2024 - strictly confidential, p.
6.

2 The daily quantitative report is created first and then the system creates the daily qualitative report if necessary (the daily
qualitative report is not created if there is no quantitative report created first or if all of the qualitative data has been previously
reported to ESMA). See Exhibit 1, Supervisory Report, p. 32.

2 These are XML files, containing quantitative and qualitative reports which are generated and validated using Java scripts. These
scripts also source the press releases to be provided to ESMA from an application named Moody’s Analytics Webservice and
combine all those elements into ZIP files. See Exhibit 1, Supervisory Report, p. 32.

30 The ZIP files are automatically transferred by the Control-M application to the ESMA Hub (data exchange interface) using a
secure File Transfer Protocol (FTP). As each daily rating submission consisted of a quantitative report and a qualitative report,
quantitative data (and the associated press releases) should be sent only once the qualitative data (if created) had been correctly
delivered in RADAR. See Exhibit 1, Supervisory Report, p. 33.

3! The tool used by the PSI to schedule the automatic submission of data into the ESMA RADAR system.

32 Exhibit 1, Supervisory Report, p. 33. See also Supervisory Report, Exhibit 23, Moody's - Response to ESMA Information
Request dated 15.01.2024 - strictly confidential, p. 14 and Supervisory Report, Exhibit 32, Moody's Response to ESMA's further
request (7 May 2024), p. 3.

33 Exhibit 1, Supervisory Report, p. 33.

34 Supervisory Report, Exhibit 32, Moody's Response to ESMA's further request (7 May 2024), p. 4.
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recording systems. It did not involve any data manipulation or any review of the content
of the feedback files.®

The PSl indicated that the “[...] key steps in the ERP Reporting Process remained largely
the same throughout the Sample Period, except that: (i) in 2017 [Moody’s Investors
Service] (MIS) implemented an algorithmic system to identify CEREP ratings in response
to ESMA’s request that MIS do so, and (ii) in Q3 2022, MIS introduced an approach to
processing rejections received from ESMA on a weekly basis.”*®

Issues identified in the reporting information submitted to ESMA

As a preliminary remark, it should be noted that the Board considered the PSI’'s best
estimations on how many misreporting instances occurred in total for the periods between
21 June 2015 and 31 July 2022 and between 15 January 2019 to 31 July 2022 for the
alleged breaches of reporting to ERP and CEREP. The period between June 2015 and
July 2022 represents the original timeframe requested by ESMA Supervisors, whereas
the period between January 2019 and July 2022 reflects the shortened review period
ultimately agreed upon in light of the PSI’s five-year record-keeping limitation. The PSI
stated that “[g]iven the passage of time and the complexities of analysing data using
legacy systems, it is not possible to provide the number of “misreporting instances” which
occurred in the periods between 15 January 2019 to 31 July 2022 and 21 June 2015 to
31 July 2022. The ERP system conducts ‘point-in-time’ reporting and is not a cumulative
database or repository and, as is necessary based on the operation of the RADAR
system, when ratings are corrected they are cancelled and resubmitted, with the result
that there is no audit trail based on which an analysis of misreporting instances can be
undertaken”.%”

Further, the Board notes that regarding the analysis conducted by ESMA Supervisors in
2022, it was agreed to use a sample of 10% of the total number of ratings concerned
(10% of 13,065 = 1,308 ratings analysed).®

Based on the information in the file, the Board notes the following regarding the nature
and scope of the PSI’s misreporting.

35 Exhibit 1, Supervisory Report, p. 33 and Supervisory Report, Exhibit 23, Moody's - Response to ESMA Information Request
dated 15.01.2024 - strictly confidential, p. 3-4.
3 Supervisory Report, Exhibit 23, Moody's - Response to ESMA Information Request dated 15.01.2024 - strictly confidential, p.

3

97 Exhibit 6, PSI's Response to the 110’s RFI, Tranche 1, p. 10.
38 Exhibit 1, Supervisory Report, p. 19.
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2.2.1 Relating to issues in CEREP Reporting: inconsistencies in CEREP Flags

22.

23.

24.

25.

26.

The PSI’s reporting for CEREP has been affected by inconsistencies, particularly in the
'Relevant for CEREP' flags. These errors affected only the data submitted to ESMA and
did not affect any of the PSI’s own published credit ratings.

In 2019, ESMA Supervisors identified 302 ratings incorrectly switched from relevant to
not relevant for CEREP, and later that year, the PSI found 2,400%° additional ratings
affected by the same issue. These errors were linked to a system update on 4 September
2018, carried out in the context of Brexit, when responsibility for regulatory reporting was
shifted from the Moody’s UK entity to the PSI. The PSI explained that “a reporting problem
occurred due to manual error”.#!

Moreover, in 2022, a total of 530 ratings were also identified with potential errors in the
completion of the 'Relevant for CEREP statistics calculation' field. The PSI attributed the
root cause of this failure to “legacy architecture”.*? The PSI acknowledged incorrect
CEREP flags for 'Structured Finance' and 'Corporate' (covered bonds only) rating types,
affecting at least 244 ratings.*?

Therefore, the errors related to CEREP reporting can be summarised as follows:

Year when the |dentified by Number of affected ratings
failure was identified

2019 ESMA 302
2019 PSI 2,400
2022 ESMA 530 ratings (ESMA Supervisors

note that at least 244 ratings were
confirmed by the PSI)

These errors meant that significant volumes of ratings were either excluded from CEREP
statistics or misclassified. In terms of the CEREP errors identified in 2019, the PSI agreed
that “... the population of records requiring the CEREP indicator to be updated was
2,702...." * For the errors identified in 2022, the PSI agreed on the subclass of structured
finance ratings and corporate covered bond ratings*® which corresponds to at least 244
of those cases out of 530.4¢

39 Supervisory Report, Exhibit 36, ESMA0040 and Supervisory Report, Exhibit 37, ESMA0041.

40 Supervisory Report, Exhibit 39, ESMA0029.

41 Supervisory Report, Exhibit 36, ESMA0040 and Exhibit 37, ESMA0041.

42 Supervisory Report, Exhibit 29, Moody's Ratings' Response to ESMA Information Request 4, p. 6.

43 Supervisory Report, Exhibit 29, Moody's Ratings' Response to ESMA Information Request 4, p. 6.

4 Exhibit 6, PSI's Response to the 110’s RFI, Tranche 1, p. 6.

45 Exhibit 1, Supervisory Report, p. 29 and Supervisory Report, Exhibit 29, Moody's Ratings' Response to ESMA Information

Request 4, p. 6.
46 Exhibit 1, Supervisory Report, p. 29.
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2.2.2 Relating to issues in ERP reporting

27.

A number of errors in the PSI’s reporting to the ERP were also identified. For clarity, the
deficiencies are outlined below by error type. Four main categories of failures were
identified, namely: (1) missing ratings; (2) missing rating actions; (3) ratings that should
have been withdrawn; (4) discrepancies and errors in the information submitted. These
errors affected only the data submitted to ESMA and did not affect any of the PSI’s own
published credit ratings.

2.2.2.1 Missing Ratings

28.

ESMA Supervisors identified instances where ratings issued by the PSI were not
transmitted to the ERP. In October 2019, two ratings that were publicly available on the
PSI’'s website were found to be absent from RADAR, while in April 2019, the PSI detected
a larger set of 6,639*" missing ratings (calculated by the PSI as amounting to 1.21% of
all outstanding MIS ratings at that time).*® The PSI referred to these as “Group A errors”,
meaning that the PSI’s first attempt to submit these ratings to ESMA failed, and all
subsequent attempts also failed. As a result, the ratings and their related rating actions
never appeared in the ERP.

2.2.2.2 Missing Rating Actions

29.

Following the examination of internal communication of the PSI, ESMA Supervisors noted
that in April 2019, the PSI discovered that 87,483 rating actions were missing from the
ERP* (calculated by the PSI as amounting to 5.04% of all outstanding MIS rating actions
at that time). The PSI referred to these as “Group B errors”, meaning that the initial rating
submission was successful (so the rating itself appeared on the ERP), but later
submissions of historical updates failed.>° As a result, the ratings were visible, but their
histories were incomplete.

2.2.2.3 Ratings that should have been withdrawn

30.

ESMA Supervisors identified an anomaly in the ERP database in the context of the EU
sanctions against Russia. Sixteen ratings linked to Russian entities continued to appear

47 Supervisory Report, Exhibit 51, ESMA0410 and Supervisory Report, Exhibit 52, ESMA0024.

48 Supervisory Report, Exhibit 51, ESMA0410, Supervisory Report, Exhibit 52, ESMA0024 and Supervisory Report, Exhibit 53,
ESMA0025.

49 Supervisory Report, Exhibit 51, ESMA0410.

50 Supervisory Report, Exhibit 52, ESMA0024.
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as outstanding in RADAR and ERP, despite the fact that these ratings should have been
withdrawn under the sanctions regime.?’

2.2.2.4 Errors in the information submitted

31. Various errors in the information submitted by the PSI to the ERP were identified, namely:

Missing ISINs

32. In 2019, ESMA Supervisors identified 4,676 ratings without International Securities
Identification Numbers (ISINs).5? In terms of the calculations undertaken by ESMA
Supervisors, these represented about 1.03% of the PSI’s entire outstanding ratings
population at that time.>3

33. Furthermore, in 2022, ESMA Supervisors identified 400 ratings with missing ISINs.>*

Wrong Industry Field

34.

ESMA Supervisors identified in 2022, the misclassification by the PSI of financial-
institution ratings reported as corporates.®® The PSI confirmed that 2,558 ratings had
been indeed misclassified (in terms of ESMA calculations, this would represent
approximately 0.55% of the total number of MIS ratings on the ERP around that time®¢).
In this regard, the PSI committed to remediate these misclassifications by 15 April 2022.
It also acknowledged that ratings in the insurance sector had been similarly misclassified,
although the full scope of those errors was not quantified. At the time, ESMA was
informed that Moody’s Investors Service Technology (‘MIST’')*” expected to complete this
work by 30 April 2022.%8

Other data-field deficiencies identified for ratings and rating actions

35.

Broader data-quality deficiencies were identified across multiple fields in 2022. ESMA
Supervisors identified incorrect or missing values in rating type (418 ratings), sector (71
ratings) and asset class (421 ratings), and widespread omissions of the preliminary
rating flag (1,278 ratings). Further inaccuracies affected outlook/trend reporting prior to
cancellation (350 rating actions), the default flag (404 rating actions reported “N” instead

51 Supervisory Report, Exhibit 64, ESMA0325, Supervisory Report, Exhibit 65, ESM0328, Supervisory Report, Exhibit 66,
ESMAO0335, Supervisory Report, Exhibit 67, ESMA0336 and Supervisory Report, Exhibit 68, ESMA0337.

52 Supervisory Report, Exhibit 48, Data Quality.

53 Exhibit 1, Supervisory Report, p. 14.

54 Supervisory Report, Exhibit 88, ESMA0361.

%5 Supervisory Report, Exhibit 88, ESMA0361.

%6 Exhibit 1, Supervisory Report, p. 64.

57 |IT department (within MCO) in charge of the ERP reporting process since mid-2019, when MIST was created.

%8 Supervisory Report, Exhibit 63, 1.E.11.

10
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of “Y¥”), and disclosure fields such as press release (1,513 rating actions reported “N”
instead of “Y”) and research report (148 rating actions reported “N” instead of “Y”).%°

2.3 Policies and Procedures relevant for the ERP reporting process

36. As attested by the PSI®, its ERP reporting process was based on three core documents:

37. Functional Requirements Document (FRD): The FRD outlines “the system
requirements, rules, and specifications necessary to meet the business needs, goals, and
objectives of the ERP reporting”.%" Two versions of this document were provided to ESMA
Supervisors. Both documents are not dated. One version numbered 0.5 shows a number
of revisions, starting with the initial draft on 23 December 2014 and the last revision
indicated as 6 May 2015.52 The second version numbered 1.2 indicates that the last
change is dated 4 April 2021.53

38. Architecture and Design Document (ADD): The ADD outlines the ERP’s architecture
and design. It provides an overview of the system's architecture, including its
components, interactions, and design patterns. The document provided by the PSI is not
dated but the revision history table indicates a number of modifications starting from 1
June 2015 until 21 May 2020.%4

39. Business Requirements Document (BRD): The BRD captures the “business needs
and objectives for reporting on the ERP”.% It outlines the business requirements for the
ERP reporting, which directly feed into the functional requirements detailed in the FRD.
Two versions of this document were provided by the PSI. The first version is numbered
1.3, with a release date of 23 January 2015.%¢ There is a second version of this document,
which also has the release date of 23 January 2015, but which contains a number of track
changes dated 21 June 2019, 18 July 2019, 22 July 2019, 23 July 2019, 03 January 2020,
10 January 2020. The Revision History table of this second copy does not list these
changes, nor does it indicate any sign-off or validation of these changes.®’

40. The PSI noted that “because the ERP reporting process is largely automated, the FRD,
ADD and BRD comprise the totality of the documented procedures setting out the

59 Supervisory Report, Exhibit 18, ESMA85-2002691366-35464 Simple RFI Moody’s Deutschland GmbH and Supervisory Report,
Exhibit 20, Annex Il — Question 4. - Lists of ratings and rating actions with errors identified by ESMA.

80 Supervisory Report, Exhibit 23, Moody's - Response to ESMA Information Request dated 15.01.2024 - strictly confidential, p.
4.

61 Supervisory Report, Exhibit 103, ESMA0002, ERP - Functional Requirements Document, dated 6 May 2015, p. 6 and
Supervisory Report, Exhibit 104, ESMA0004, ERP - Functional Requirements Document, dated 4 April 2021, p. 7.

62 Supervisory Report, Exhibit 103, ESMA0002, ERP - Functional Requirements Document, dated 6 May 2015, p. 2.

8 Supervisory Report, Exhibit 104, ESMA0004, ERP - Functional Requirements Document, dated 4 April 2021, p. 2.

64 Supervisory Report, Exhibit 105, ESMAQ003, ADD - Architecture and Design, last update on 21 May 2020, p. 3.

8 Supervisory Report, Exhibit 102, ESMA0001, Business Requirements Document as of 23 January 2015, p. 5 and Supervisory
Report, Exhibit 106, ESMA0421, Draft update of the Business Requirements Document with changes in the document dated 23
July 2019, 3 January 2020, and 10 January 2020, p. 3.

86 Supervisory Report, Exhibit 102, ESMA0001, Business Requirements Document as of 23 January 2015.

67 Supervisory Report, Exhibit 106, ESMA0421, Draft update of the Business Requirements Document with changes in the
document dated 23 July 2019, 3 January 2020, and 10 January 2020, p. 3.

11
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requirements and specifications supporting the implementation of the ERP reporting
process”.®®

2.4 PSI’'s Compliance Function

2.41 Structure of the Compliance Function

41.

42.

The PSI outlined that the compliance function is part of the broader legal and compliance
organisation, reporting to MCQO's global general counsel and is independent of rating
groups.®® The PSI also elaborated that, in the EU, a senior compliance officer acts as the
head of compliance, to whom local compliance officers report; this structure continues
upward to the designated compliance officer for EMEA (Europe, the Middle East and
Africa) and, ultimately, to the MCO chief compliance officer. Compliance officers and
teams are embedded in each major region, ensuring that decisions that involve significant
compliance policies or regional practices flow throughout all Moody’s entities, and
providing regular reporting to the boards and supervisory bodies of the relevant EU
subsidiaries.”

Global compliance supports MCO and its operating divisions, including the PSI. It is
comprised of dedicated staff who have responsibility for different parts of the global
compliance program, such as policies and communications, reporting, regulatory
implementation and regulatory coordination.”’ Moreover, “[clompliance is comprised of
local compliance staff supporting the [PSI] and centralised support functions which
include: (1) the Compliance Program office; (2) the Policies and Communication unit; (3)
the Investigations unit; (4) the Regulatory Coordination team; and (5) the Surveillance
and Monitoring unit, which includes the Compliance Surveillance unit (“Compliance
Surveillance”). The role of Compliance Surveillance includes testing adherence to
policies and procedures, including conducting thematic and targeted reviews to address
risks identified through various sources. Compliance Surveillance refers potential
breaches it identifies to the Investigations unit, re-tests areas post-remediation and
undertakes enhanced monitoring of these areas”.”

2.4.2 Role of the Compliance Function regarding ERP reporting and

43.

notifications to ESMA

The PSI provided information on its compliance monitoring programme and any ad hoc
control activities undertaken by the PSI’'s compliance function regarding ERP between

8 Supervisory Report, Exhibit 32, Moody's Response to ESMA's further request (7 May 2024), p. 3.

8 Exhibit 21, PSI’'s Response to the 110’s RFI, Tranche 2, p. 2 and Exhibit 2, H - MIS EU Transparency Report 2024, p. 6.
0 Exhibit 21, PSI's Response to the 110’s RFI, Tranche 2, p. 2 and Exhibit 2, H - MIS EU Transparency Report 2024, p. 17.
™ Exhibit 21, PSI’'s Response to the 110’s RFI, Tranche 2, p. 2 and Exhibit 24, ESMA0000782, p. 2.

2 Exhibit 21, PSI’'s Response to the 110’s RFI, Tranche 2, p. 2 and Exhibit 24, ESMA0000782, p. 4.
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2016 and 2022.7 The PSI outlined that the compliance function did not include ERP
reporting in its ongoing surveillance or monitoring programs. It was not part of the regular
risk-based review program, nor did it undertake independent testing or end-to-end control
assurance over the ERP reporting process. According to the PSI, this exclusion was
justified by the contemporaneous involvement of Internal Audit in conducting active
reviews or remediations, with the result that compliance did not want to duplicate work.”

44. Regarding the notification to ESMA of ERP errors, the following should be noted. In
October 2019, the PSI's compliance advised MIST to delay the correction and
resubmissions to RADAR until ESMA was informed.”® Additionally, regarding the PSI’s
response to ESMA on 17 December 2019, after the consultation by the PSI's compliance
function with MIST and the legal team, it was decided to limit the scope of the reply to the
302 ratings that ESMA had identified. The PSI informed ESMA on 1 March 2024 that
2,400 additional ratings had also been incorrectly flagged in MIS records and omitted
from CEREP statistics.”

2.5 PSI’s internal controls

45. This section outlines the internal control mechanisms within the PSI governing the
reporting to the ERP and CEREP.

2.5.1 Internal Documentation Framework

46. The established documentation supporting the internal controls for the ERP and CEREP
reporting process within the PSI primarily consists of three IT development requirements
documents: the BRD, the FRD, and the ADD. These documents set out the objectives
and configuration of the automated reporting system that it uses to submit credit rating
information to ESMA’s RADAR system.”’

47. The core documents envisaged several control mechanisms: reliance on RADAR
feedback files to detect errors and trigger corrections; a sequencing rule to block
quantitative submissions if the related qualitative submission had failed; an activity log
capturing submission dates/status/ESMA feedback codes. Additionally, in several
instances, documents included requirements for automatic email notifications (for both
successful and failed submissions) to key stakeholders.

3 Supervisory Report, Exhibit 18, ESMA85-2002691366-35464 Simple RFI Moody’s Deutschland GmbH, p. 10.

4 Supervisory Report, Exhibit 23, Moody's - Response to ESMA Information Request dated 15.01.2024 - strictly confidential, p.
18.

s Supervisory Report, Exhibit 39, ESMA0029.

6 Supervisory Report, Exhibit 43, ESMA0038 and Supervisory Report, Exhibit 44, ESMA0039.

7 Supervisory Report, Exhibit 23, Moody's - Response to ESMA Information Request dated 15.01.2024 - strictly confidential, p.
4,

13



1 ESMA

European Securities and Markets Authority

48. Regarding automatic email notifications, the BRD ’® and 2015 FRD " included
requirements for an automatic email notification to be sent to key stakeholders following
each submission attempt to RADAR. These email notifications should have incorporated
information on the status of the submission (successful or failed) and they should have
been sent for all submissions of qualitative and quantitative data.®’ The recipients of these
automatic notifications, as described in the 2015 FRD, were supposed to be members of
the Data Governance (MIS Data Governance Team (within Moody's Investors Service
“‘MIS”), in charge of the ERP reporting process until mid-2019) team and members of the
Compliance team,®' with Moody’s Information Technology (“MIT”) (the predecessor of
MIST) and production support group mailboxes in copy. These requirements were
complemented with email templates designed to contain details about the successful and
failed submissions.®?2 The PSI removed those email notification requirements and their
associated templates from the 2021 FRD.%

49. Supplementing the core documents, the Risk Control Matrix (“RCM”) of the PSI assesses
the key control activities relating to ERP reporting.*

2.5.2 Responsibilities of RADAR reporting

50. The responsibility for the ERP reporting process was, in practice, shared across several
teams. Initially, the Data Governance team owned oversight and business responsibility,
supported by the IT team. In 2019, with the dissolution of the Data Governance team,
ownership was transferred to MIST.

2.5.3 Internal Oversight and Assurance Functions

51. Additionally, the PSI outlined that it operates the ‘three lines of defence’ framework®®:

First Line of Defence: Operational Management and Data/Reporting Owners

52. The first line comprises the business, operational teams, and process owners directly
responsible for the day-to-day execution of ERP reporting.

Second Line of defence: Compliance oversight

8 Supervisory Report, Exhibit 102, ESMA0001, Business Requirements Document as of 23 January 2015, p. 24.

78 Supervisory Report, Exhibit 103, ESMA0002, ERP - Functional Requirements Document, dated 06 May 2015, p. 65.

80 Supervisory Report, Exhibit 103, ESMA0002, ERP - Functional Requirements Document, dated 06 May 2015, p. 65.

81 Supervisory Report, Exhibit 103, ESMA0002, ERP - Functional Requirements Document, functional requirements, p. 65.

82 Supervisory Report, Exhibit 103, ESMA0002, ERP - Functional Requirements Document, dated 06 May 2015, p. 72, 76, 79,
82, 85, 88, 92 and 95.

8 Supervisory Report, Exhibit 104, ESMA0004, ERP - Functional Requirements Document, dated 04 April 2021, p. 100, 104, 107,
110, 113, 117, and 120.

84 Supervisory Report, Exhibit 76, ESMA0467 and Supervisory Report, Exhibit 127, ESMA0433.

8 Exhibit 21, Response to the [10’s RFI, Tranche 2, p. 3-4 and Exhibit 25, ESMA0000561.
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Compliance oversight has a distinct role, advising the business on compliance risks while
remaining structurally and operationally separate from the business. Additionally, it does
not perform operational submissions or error corrections but verifies that appropriate
controls and procedures are in place and monitors the effectiveness of those controls
through a risk-based compliance monitoring programme.

Third Line of Defence: Internal Audit

54.

55.

The internal audit function provides independent, objective assurance and advisory
services, including conducting evaluations of end-to-end process design or control
effectiveness. Additionally, it conducts an annual risk assessment in accordance with
internal audit standards.

The internal audit function conducts an annual, risk-based assessment to identify and
prioritise the organisation’s key strategic, operational, financial, compliance, and
technology risks. This process informs the development of a forward-looking internal
audit plan, which includes the RADAR reporting process. Moreover, it outlined that the
plan sets out proposed engagements, indicative scopes, timing, and resource
requirements, ensuring alignment with organisational objectives and coverage of high
and emerging risks.%®

3 Applicable Legal Provisions

56.

57.

4

References to the Regulation in this decision refer to the text of Regulation (EC) No
1060/2009 (as amended where relevant) in force at all material times in relation to the
matters which are the subject of this decision.

All relevant provisions are set out in the analysis below.

Legal assessment

4.1 Analysis of the infringement at Point 4a of Section Il of Annex llI

58.

of the Regulation regarding the ERP reporting
This section of the decision analyses whether the PSI breached the following
requirement:

“A registered or certified credit rating agency shall, when issuing a credit rating or a rating
outlook, submit to ESMA rating information, including the credit rating and rating outlook

8 Exhibit 56, PSI’'s Response to the 110’s initial Statement of Findings, p. 29 and 30.
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of the rated instrument, information on the type of credit rating, the type of rating action,
and date and hour of publication” (Article 11a(1) of the Regulation).

If this requirement is not met, this would constitute the infringement set out at Point 4a of
Section |l of Annex Il of the Regulation:

“The credit rating agency infringes Article 11a(1) by not making available the required
information or by not providing that information in the required format as referred to in
that paragraph”.

The issue at stake in this aspect of the case is whether the PSI breached the obligation
under Article 11a(1) of the Regulation, for a CRA, when issuing a credit rating or a rating
outlook, to submit to ESMA rating information, including the credit rating and rating
outlook of the rated instrument, information on the type of credit rating, the type of rating
action, and date and hour of publication.

During its ongoing monitoring activities, ESMA Supervisors identified failures and errors
in the reporting of ERP rating information by the PSI. Following an assessment of the
PSI's ERP reporting, the following conclusions can be drawn.

4.1.1 Analysis of the relevant provisions of the Regulation

62.

63.

Point 4a of Section Il of Annex Ill of the Regulation states that a CRA infringes Article
11a(1) of the Regulation by not making available to ESMA the required information
(including on the credit rating and rating outlook of the rated instrument, information on
the type of credit rating, the type of rating action, and date and hour of publication) or by
not providing that information in the required format. The word ‘including’ indicates that
the list is not exhaustive.

Further, the Delegated Regulation aims to explain the practical obligations deriving from
Article 11a(1) of the Regulation and further specify the rules regarding the content and
the presentation of information to ESMA for the ERP. It provides that CRAs shall (1) report
data on all issued or endorsed credit ratings or rating outlooks®” each time they issue or
endorse a credit rating or a rating outlook®, (2) ensure the accuracy, completeness and
availability of the data reported to ESMA®, and (3) notify ESMA immediately of any
exceptional circumstances that may temporarily prevent or delay their reporting.®® The
Delegated Regulation also provides for further requirements on the types of credit
ratings.®!

87 Article 1(1) of the Delegated Regulation.
8 Article 8(1) of the Delegated Regulation.
8 Article 1(2) of the Delegated Regulation.
% Article 1(3) of the Delegated Regulation.
9 Articles 3 and 4 of the Delegated Regulation.
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Moreover, Article 13 of the Delegated Regulation refers to reporting procedures. This
provision makes clear that CRAs, when reporting to ESMA, are required to comply with
the technical instructions issued by ESMA and to use ESMA’s designated reporting
system. CRAs therefore cannot independently determine the reporting procedures or the
manner in which qualitative and quantitative data are submitted. In addition, CRAs must
retain these files for a minimum of five years and ensure they can be made available to
ESMA upon request. This obligation means that a CRA must at all times be in a position
to provide ESMA with the requested files. In addition, where factual errors are identified
in data reported to ESMA, a CRA is required to: (1) correct the relevant data without
undue delay, irrespective of the nature or extent of the inaccuracy; and (2) implement the
correction in accordance with ESMA’s technical instructions. Once again, the CRA has
no discretion to determine the method by which such corrections are carried out.

As to the requirement to correct ‘without undue delay’, the case law of the European Court
of Justice (CJEU) does not provide extensive guidance. In one of its judgments, the Court
held that the use of the term ‘without undue delay’ does not specify exactly the period
within which the required action should be taken, and that the expression ‘without delay’,
whilst imposing a requirement to act swiftly, does allow a certain degree of latitude.®? In
its Decision concerning S&P Global Ratings Europe Limited and the ERP reporting
obligation, the Board previously found that “the term ‘without undue delay’ should
therefore be interpreted on a case-by-case basis, taking into account the specific
circumstances of each case. Regarding the interpretation of “without undue delay” [...]
the deadline for reporting credit ratings to ERP should be borne in mind as they give an
indication of the timing contemplated by the legislators in order to ensure that reported
information remains up-to-date”.*3

Finally, the ESMA RADAR Reporting Instructions provide essential details on the way to
report qualitative data reports and rating data reports (also called quantitative data
reports) using the RADAR system put in place by ESMA.%

4.1.2 Application to the instant case

67.

A CRA commits the infringement under Point 4a of Section Il of Annex Il of the Regulation
by not making available the required information or by not providing that information in
the required format. Hence, this requirement is understood as an obligation to ensure the
accuracy, completeness and transparency of the data available on the ERP by providing
the relevant information to ESMA. The infringement under Point 4a of Section Il of Annex

9 Pharos SA v Commission, Case C-151/98 P, paragraph 25.
9 Paragraphs 326-327 of the Decision of the Board of Supervisors, ESMA43-475-40, 22 March 2023 ESMA43-475-40 BoS
Decision - S&P Global Ratings Europe Limited. The ESMA Board of Supervisors referred to Article 8(2) of the Delegated

Regulation which provides that “Credit ratings and rating outlooks referred to in paragraph 1, issued between 20:00:00 Central
European Time (CET) on one day and 19:59:59 CET on the following day shall be reported until 21:59:59 CET on the following

day”.

9 Supervisory Report, Exhibit 108, ESMA-2015-665 - RADAR reporting instructions_v1.3.
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[ll of the Regulation is committed when a CRA does not ensure that the information
provided to the ERP is up-to-date, complete and without errors.

The Board notes that Article 11a(1) of the Regulation imposes a critical obligation on
CRAs. This requirement is essential for maintaining the accuracy, completeness, and
transparency of the data populating the ERP.

The PSI confirmed that it wanted to “clearly and openly acknowledge at the outset of the
[10’s investigation that there were a significant number of errors in its RADAR reporting
during the period covered by the Supervisory Report”.*® It acknowledged that: “[...] taken
as a whole, its systems for RADAR and CEREP submissions were deficient across the
relevant period,” necessitating “wholesale remediation of its regulatory reporting systems
[...]"%; a process completed in September 2025 and which according to the PSI
significantly reduced the likelihood of the identified infringements recurring. ¥

The facts of the case, as explained above, are clear in this respect.

The file contains unequivocal evidence of data quality issues in the PSI’'s ERP reporting
to ESMA. These discrepancies manifested in various forms. In this regard, the primary
issues identified in relation to the ERP reporting are as follows:

- Missing ratings®;

- Missing rating actions®;

- Non-withdrawn ratings'®;

- Errors in submitted information.®!

Taken together, the volume and persistence of these errors demonstrate significant
shortcomings in the PSI's ERP reporting process.

The PSI stated that it “accepts the Board of Supervisors’ findings set out in the [initial
statement of findings notified to it].”%2

Therefore, the Board finds that the PSI did not abide by its duty to ensure completeness
and accuracy of the data provided as required by Article 11a(1) of the Regulation. There
were substantial shortcomings in fulfilling the ERP reporting obligations. This constitutes
the infringement set out at point 4a of Section Il of Annex Il of the Regulation.

% Exhibit 17, PSI's Comments on the Supervisory Report, p. 2.

% Exhibit 21, PSI's Response to the [IO’s RFI, Tranche 2, p. 8.

97 Response to the Board’s initial Statement of Findings, p. 1.

% For instance, in 2019, there were volumes of ratings missing from the ERP. These omissions were initially detected by ESMA
Supervisors, and another set was subsequently identified by the PSI.

9 87,483 rating actions missing from the ERP, discovered by the PSI in 2019.

1% Instances where ratings that should have been withdrawn remained active despite EU Sanctions against Russia.

01 Various inaccuracies were present in the data submitted. This ranges from incorrect or missing values in rating types, sector
classes, missing ISINs etc.

192 Response to the Board's initial Statement of Findings, p. 1.
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4.1.3 Intent or negligence

75.

76.

77.

78.

Article 36a(1) of the Regulation provides as follows:

“Where, in accordance with Article 23e(5), ESMA’s Board of Supervisors finds that a credit
rating agency has, intentionally or negligently, committed one of the infringements listed
in Annex Il it shall adopt a decision imposing a fine in accordance with paragraph 2.

An infringement by a credit rating agency shall be considered to have been committed
intentionally if ESMA finds objective factors which demonstrate that the credit rating
agency or its senior management acted deliberately to commit the infringement”.

In accordance with Article 36a(1) of the Regulation, the conclusion that an infringement
has been committed intentionally requires a finding of objective factors which
demonstrate that the CRA or its senior management acted deliberately to commit the
infringement.

The factual background as set out in this decision does not establish that there are
objective factors which demonstrate that the PSI, its employees or senior managers acted
deliberately to commit the infringement.

It should therefore be assessed whether the PSI acted with negligence.

4.1.3.1 Preliminary remarks regarding negligence

79.

80.

81.

The Regulation provides no explicit guidance as regards the concept of “negligence”.
However, it follows from the provisions of Articles 24 and 36a of the Regulation that the
term “negligence” as referred to in the Regulation, requires more than a determination
that an infringement was committed.

Further, it is clear from the second subparagraph of Article 36a(1) of the Regulation that
a negligent infringement is not one which was committed deliberately or intentionally. This
position is further supported by the case-law of the CJEU which ruled that negligence
may be understood as entailing an unintentional act or omission.%

In addition, “negligence” in the context of the Regulation is an EU law concept — albeit
one which is familiar to and an inherent part of the 27 Member States’ legal systems —
which must be given an autonomous, uniform interpretation.

193 See for instance Case C-308/06, International Association of Independent Tanker Owners (Intertanko) and Others v Secretary
of State for Transport [2008] ECR I- 4057, where the CJEU noted at paragraph 75 of its judgment that all of the Member States’
legal systems “have recourse to the concept of negligence which refers to an unintentional act or omission by which the person
responsible breaches his duty of care.”
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Taking into account the CJEU jurisprudence’®, the concept of a negligent infringement
of the Regulation is to be understood to denote a lack of care on the part of a CRA when
it fails to comply with this Regulation.

Based on this, the Board considers negligence to be established in circumstances where
the CRA, as a professional firm in the financial services sector subject to stringent
regulatory requirements, is required to take special care in assessing the risks that its
acts or omissions entail, and has failed to take that care; and as result of that failure, the
CRA has not foreseen the consequences of its acts or omissions, including particularly
its infringement of the Regulation, in circumstances where a person in such a position
who is normally informed and sufficiently attentive could not have failed to foresee those
consequences.

The following points should be taken into consideration regarding the standard of care to
be expected of a CRA.

First, one should take into consideration the position taken by the General Court in the
Telefonica case, where the General Court spoke of persons “carrying on a professional
activity, who are used to having to proceed with a high degree of caution when pursuing
their occupation. They can on that account be expected to take special care in assessing
the risks that such an activity entails”.'% Similarly, it is considered that, operating within
the framework of a regulated industry, a CRA which holds itself out as a professional
entity and carries out regulated activities should be expected to exercise special care in
assessing the risks that its acts and omissions may entail.

Second, regard should be given to the nature and significance of the objectives and
provisions of the Regulation. In this respect, Recitals 1 and 2 of the Regulation emphasise
the important role and impact of CRAs in global securities and banking markets, the
resulting essential need for credit rating activities to be conducted in accordance with
principles of integrity, transparency, responsibility and good governance, and the
resulting intention of the legislator to provide stringent requirements in relation to the
conduct of CRAs. Further, the weight given to these considerations by the legislator is
reflected by the nature and extent of the requirements imposed on CRAs under Annex |
of the Regulation and by the corresponding infringement provisions under Annex Il of
the Regulation. Moreover, of more particular note, the Regulation envisages that an
important function of a CRA is to ensure that it monitors its own activities to comply with
the Regulation and to identify instances in which its present practices carry the risk of
non-compliance with the Regulation. For instance, the requirement for a CRA to have
sound administrative or accounting procedures, internal controls mechanisms or to
establish and maintain a compliance function reflects the importance of this function.

104 See for instance Case C-48/98, Firma S6hl & Sohlke v Hauptzollamt Bremen [1999] ECR 1-7877, paragraph 58; Case C-64/89,
Deutscher Fernsprecher [1990] ECR 1-2535, paragraph 19.
1% Case T-336/07, Telefonica, SA and Telefonica de Espafia, SA v Commission [2012] ECLI:EU:T:2012:172, paragraph 323.
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87. Therefore, on this basis, the standard of care to be expected of a CRA is high.

88. This high standard of care has been confirmed by the Joint Board of Appeal of the
European Supervisory Authorities (“BoA”), which has stated that “ESMA rightly
emphasises that financial services providers [...] play an important role in the economy
of the EU, as well as in the financial stability and integrity of the financial markets” and
that “[a] high standard of care is to be expected of such persons”.'%®

89. The determination of whether an infringement is committed negligently is a question of
fact.1%

4.1.3.2 Assessment of negligence

90. The ERP is a key element in ensuring that investors, issuers and other interested parties
have access to up-to-date rating information on a central website. The ERP should
therefore show accurate information about all relevant credit ratings. The burden to
ensure the quality and accuracy of data lies with the CRAs and as already noted above,
the standard of care to be expected of them is high.

91. In the present case, the Board notes that, although the legal requirements are clear, the
PSI’s errors in the ERP reporting persisted over extended periods despite it being made
aware of the deficiencies by ESMA Supervisors. The discrepancies were not minor nor
isolated incidents; on the contrary, they concern thousands of ratings. Additionally, for
the errors identified in 2019 by the PSI, the PSI attributed its failure to remediate the
errors to "resource constraints and other priorities such as preparations for Brexit."'%® A
CRA subject to stringent regulatory requirements is expected to allocate sufficient
resources to ensure compliance with its fundamental legal obligations, including its ERP
reporting obligations. It cannot refer to “other priorities” as a reason for not complying with
its obligations.

92. The Board also notes that in relation to the PSI’s process to capture and report ISINs
systematically into RADAR and the fact that this issue materialised both in 2019 and
2022, the PSI responded that “given the passage of time since 2019, and because
relevant Moody’s staff involved in this process have now left the business, Moody’s
Ratings is not now able to determine precisely why a process to capture and report ISINs
systematically into RADAR (insofar as they could be collected) was not followed until

% See paragraph 285 of the decisions of the Board of Appeal in the Appeals of Svenka Handelsbanken AB, Skandinaviska
Enskilda Banken AB, Swedbank AB and Nordea Bank Abp against ESMA’s decision in the Nordic Banks case (ref. BoA D 2019
01, BoA D 2019 02, BoA D 2019 03 and BoA D 2019 04), available at
https://www.esma.europa.eu/sites/default/files/library/board_of appeal - 27 february 2019 - decisions 2019 01 02 03 04 -
final.pdf See also paragraph 158 of the decision of the Board of Appeal in the Appeal of Scope Ratings GmbH against ESMA’s
decision (ref. BoA 2020 D 03) available at:
https://www.esma.europa.eu/sites/default/files/library/boa_d 2020 03 decision_on_scope_ratings v_esma.pdf.
97 See paragraph 159 of the decision of the Board of Appeal in the Appeal of Scope Ratings GmbH against ESMA'’s decision (ref.
BoA 2020 D 03) available at:
https://www.esma.europa.eu/sites/default/files/library/boa_d 2020 03 decision_on_scope ratings v_esma.pdf.
198 Supervisory Report, Exhibit 52. ESMA0024 and Exhibit 53.
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2023. Moody’s Ratings considers that this was most likely due to the high turnover of
personnel within the MR Tech team in the period after 2019”.1%°

The evidence set out above demonstrates clearly that the PSI failed to show the special
care expected from a legal person operating as a CRA in relation to the reporting to the
ERP, which in turn underpins a central aim of the Regulation, namely transparency. The
PSI did not only fail to ensure compliance with its own obligations but also prevented
ESMA from ensuring that its obligation under Article 11a(2) of the Regulation (making
that information accessible to the public) is fulfilled.

Overall, on the basis of the elements described above, the Board considers that the PSI
failed to take the special care expected of a CRA. As a professional firm in the financial
services sector subject to stringent regulatory requirements, the PSI is required to take
special care in assessing the risks that its acts or omissions entail, and has failed to take
that care; and as the result of that failure, it has not foreseen the consequences of its acts
or omissions, including particularly the infringement of the Regulation, in circumstances
where a CRA in such a position that is normally informed and sufficiently attentive could
not have failed to foresee those consequences.

Therefore, it is considered that the PSI was negligent when committing the infringement
in relation to ERP reporting at point 4a of Section Il of Annex Il of the Regulation.

41.4 Fine

4.1.4.1 Basic amount

96.

Article 36a of the Regulation provides in paragraph 2 as follows:

“The basic amount of the fines referred to in paragraph 1 shall be included within the
following limits: [...] (e) for the infringements referred to in points 2, 3a to 5 of Section Il of
Annex lll, the fines shall amount to at least EUR 25,000 and shall not exceed EUR 75,000;

[...]

In order to decide whether the basic amount of the fines should be set at the lower, middle
or higher end of the limits set out in the first subparagraph, ESMA shall have regard to the
annual turnover in the preceding business year of the credit rating agency concerned. The
basic amount shall be at the lower end of the limit for credit rating agencies whose annual
turnover is below EUR 10 million, the middle of the limit for the credit rating agencies
whose annual turnover is between EUR 10 and 50 million and the higher end of the limit
for the credit rating agencies whose annual turnover is higher than EUR 50 million”.

19 Exhibit 6, PSI's Response to the 110’s RFI, Tranche 1, p. 11.

22



1 ESMA

European Securities and Markets Authority

97. It has been established that the PSI committed the infringement set out at Point 4a of
Section Il of Annex Il of the Regulation, by not making available the required information
or by not providing that information in the required format.

98. To determine the basic amount of the fine, the Board has regard to the PSI’'s annual
turnover in the financial year ending 2025.""°

99. In 2025, the PSI had a total turnover of EUR [185-190] million.""

100. Thus, the basic amount of the fine for the PSI, regarding the infringement listed in Point
4a of Section Il of Annex Il of the Regulation is set at the higher end of the limit of the
fine set out in Article 36a(2) of the Regulation and shall not exceed EUR 75,000.

4.1.4.2 Aggravating factors

101. The applicable aggravating factors listed in Annex IV to the Regulation are set out below.

Annex IV, Point I. 1. If the infringement has been committed repeatedly, for every time it has
been repeated, an additional coefficient of 1,1 shall apply

102. As described in more detail in Section 2 above, the main categories of failures that were
identified were: (1) missing ratings; (2) missing rating actions (3) ratings that should have
been withdrawn, (4) discrepancies and errors in the information submitted. With regard
to the fourth category, the errors concerned the following types of information: ISIN,
industry field, rating type, sector, asset class, preliminary rating flag, outlook/trend, default
flag, press release and research report (10 types). Therefore, in total, 13 types of
misreporting were identified.

103. The Board recalls that in its decision of 22 March 2023, it specifically assessed the ERP
reporting infringement at Point 4a of Section Il of Annex IIl of the Regulation and
considered that this breach was established based on one instance of delayed reporting.
Therefore, each ERP misreporting was considered as a repetition.""2

104. In the case at hand, given the number of errors, counting each misreporting as a repetition
would not be feasible. In this respect, the Board notes that the PSI itself assessed
whether it would be possible to adopt an approach that calculates each individual rating
error as a repetition of the relevant infringement and concluded that it would not be
credible and not feasible. Among other arguments, the PSI referred to the fact that the
review was based on a sample of information.'"® For example, ESMA Supervisors agreed

10 See in this regard paragraph 177 of the Board of Appeal in the Appeal of Scope Ratings GmbH against ESMA’s decision (ref.
BoA 2020 D 03), available at: boa d 2020 03 decision_on_scope ratings_v_esma.pdf.

1 Letter to ESMA regarding the PSI’s turnover, 1 May 2026.

12 See Section 4.3.1.2. of the Decision of the Board of Supervisors of 22 March 2023 to adopt supervisory measures and impose
fines in respect of infringements committed by S&P Global Ratings Europe Limited, available at: ESMA43-475-40 BoS Decision
- S&P Global Ratings Europe Limited.

13 Exhibit 21, PSI's Response to the 110’s RFI, Tranche 2, p. 9.
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to limit the scope of the analysis conducted in 2022 to 10% of the total number of ratings
concerned (10% of 13,065 = 1,308 ratings analysed).'* The Board thus agrees that
calculating each individual rating error as a repetition would not be feasible given the
volume at stake and the fact that the Board is not in a position ascertain that the PSI
reported all the errors to ESMA.

While the PSI originally proposed a different interpretation to the coefficient''®, with which
ESMA did not agree, the PSI also proposed alternatively that “ESMA may wish to
consider that the RADAR and ERP error types each constitute one underlying
infringement based on the continued misalignment of ratings with the requirements of the
ERP and CEREP reporting systems, which infringement continued for longer than six
months. Following this approach, the infringements would be repeated based on the four
different types of error identified by ESMA in Annex 3 to the Supervisory Report dated 16
December 2024”.1"® The PSI also referred to the principle in dubio pro reo which “would
require that the interpretation most favourable to the appellant be adopted”.""” However,
even though the Board agrees on the principle of this approach, it finds that: (1) ERP and
CEREP reporting should be indeed treated separately, as the Regulation provides for two
specific requirements in this regard, and (2) that there are more types of errors which
should be taken into account in the calculation of repetitions.

Therefore, having considered all elements in the file, in relation to the ERP reporting, the
Board concludes that there are 13 types of misreporting, which constitute the infringement
at Point 4a of Section Il of Annex Il of the Regulation.

Such an approach is in line with in dubio pro reo principle as the errors were grouped per
type in this case. If the Board was to count each misreporting separately, the proposed
fine would have been much higher. The Board notes that the PSI did not dispute this
conclusion.

Therefore, considering the above analysis, this aggravating factor is applicable. Putting
aside the first time the PSI committed the infringement, it has thus been repeated 12
times.

Annex 1V, Point |. 2. If the infringement has been committed for more than six months, a

coefficient of 1,5 shall apply.

109.
110.

The infringement lasted more than six months and the PSI does not dispute this fact.

Therefore, this aggravating factor is applicable.

14 Exhibit 1, Supervisory Report, p. 19.

15 Exhibit 21, PSI's Response to the [IO’s RFI, Tranche 2, p. 7-8.

16 Exhibit 21, PSI's Response to the 110’s RFI, Tranche 2, p. 9.

"7 paragraph 175 of the Decision of the Board of Appeal of the European Supervisory Authorities dated 28 December 2020.
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Annex 1V, Point |. 3. If the infringement has revealed systemic weaknesses in the organisation
of the credit rating agency, in particular in its procedures, management systems or internal
controls, a coefficient of 2,2 shall apply.

111. The Board notes that the Regulation does not provide guidance on what constitutes
“systemic weaknesses in the organisation of the credit rating agency”. However, based
on the wording of the terms used, not all weaknesses in the procedures, management
systems or the internal controls will necessarily constitute “systemic weaknesses in the
organisation of a CRA”.

112. The PSI stated that “the aggravating factor set out at Annex IV, point 1.3 (...) may
therefore apply here, insofar as the infringement is focused on defects in the overarching
ERP Reporting system and associated first line of defence processes, and which required
a systemic remediation”.""®

113. The Board agrees with the PSI. In its analysis on whether the aggravating factor applies,
the Board considers the type and the level of seriousness of the PSI’s failure that led to
the infringement at Point 4a of Section Il of Annex Il of the Regulation. The failures were
not attributable to isolated human errors or isolated glitches in the system. On the
contrary, they were caused by serious deficiencies in the PSI’s reporting systems which
led to significant volume of errors, initially detected by ESMA Supervisors (not by the
PSI), and which lasted for a long period of time. These issues persisted in 2019 and in
2022 for various reasons indicating that the root causes of the errors were not properly
identified and subsequently corrected.

114. Finally, the Board notes that the ERP reporting system was deficient as a whole which
led the PSI to committing not only the infringement at Point 4a of Section Il of Annex I
of the Regulation but also the infringement at Point 4 of Section Il of Annex Il of the
Regulation. Even though these two infringements have different scope and concern
different obligations, they both relate to the CRA’s broader regulatory obligations which
is reporting of credit information to ESMA. In addition, based on these deficiencies, the
Board also concluded that there were infringements under Points 11 and 12 of Section |
of Annex lll of the Regulation related to policies and procedures and internal controls.
This in turn means that the PSI had systemic weaknesses in its organisation, in particular
in its procedures, management systems or internal controls.

115. To conclude, the Board considers that the infringement by the PSI reveals a systemic
weakness in its organisation, in particular in its procedures, management systems or
internal controls. This has not been disputed by the PSI.

116. Thus, this aggravating factor is applicable.

18 Exhibit 21, PSI's Response to the 110’s RFI, Tranche 2, p. 8 and 20.
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4.1.4.3 Mitigating factors

117. Annex IV of the Regulation lists the mitigating factors to be taken into consideration for
the adjustment of the fine. Their application is assessed below.

Annex IV, Point Il. 1. If the infringement relates to a breach listed in Section Il or Il of Annex
11l and has been committed for fewer than 10 working days, a coefficient of 0,9 shall apply.

118. The infringement at Point 4a of Section Il of Annex Il was committed for more than 10
workings days. Thus, this mitigating factor is not applicable.

Annex IV, Point Il. 2 If the credit rating agency’s senior management can demonstrate that
they have taken all the necessary measures to prevent the infringement, a coefficient of 0,7

shall apply.

119. As a preliminary remark, the application of this mitigating factor should be limited to those
situations where the PSI can prove that the infringement was the result of events which
were beyond the control of its senior management; for instance, when an employee
intentionally circumvents the measures put in place by the senior management. It also
means that to benefit from the application of this mitigating factor, the measures taken by
the CRA must be measures taken ex ante (i.e., before the commission of the
infringement) and not ex post (i.e., once the infringement had already been committed).
If taken ex post the measures might be relevant to the mitigating factor for voluntarily
taking measures to ensure that a similar infringement cannot be committed in the future,
but not for the application of this mitigating factor.

120. The PSI did not provide a list of relevant actions taken by senior management prior to the
commission of the infringement''® and further acknowledged that it “would accept that
this mitigating coefficient would not apply as it would be inconsistent with an infringement
that was systemic in nature”.’?°

121. The Board thus finds that this mitigating factor is not applicable.

Annex IV, Point Il. 3. If the credit rating agency has brought quickly, effectively, and completely
the infringement to ESMA’s attention, a coefficient of 0,4 shall apply.

122. To benefit from the application of this mitigating factor, the PSI must acknowledge in its
notification to ESMA that it has committed (or believe that it could have committed) an
infringement and to do so quickly, effectively, and completely.'?!

18 Exhibit 21, PSI's Response to the 110’s RFI, Tranche 2, p. 10.

120 Exhibit 21, PSI's Response to the IIO’s RFI, Tranche 2, p. 10.

21 See paragraphs 183 and 202 of the Board of Appeal in the Appeal of Scope Ratings GmbH against ESMA’s decision (ref. BoA
2020 D 03).

26



1 ESMA

123.

124.

125.

126.

127.

European Securities and Markets Authority

The Board considers that the three requirements (quickness, effectiveness, and
completeness) set out at Point 1.3 of Annex IV of the Regulation are cumulative.
Therefore, if one of them is not met, the mitigating factor cannot be applied.

The Board notes that the PSI recognised “that there were a significant number of errors
in its RADAR reporting during the period covered by the Supervisory Report”.'?2

However, the Board also notes that there is no evidence to suggest that the PSI brought
this infringement to the attention of ESMA when it was committed. On the contrary, it was
through the investigation by ESMA Supervisors that the matter was discovered.
Furthermore, in relation to the ERP missing ratings and rating actions discovered on 15
April 2019 by MIST, they were notified to ESMA only on 8 November 2019. In addition,
the PSI only mentioned that “a number” of ratings were affected and at no point during
the review period did the PSI communicate to ESMA the exact volume of errors.'?®

Thus, the Board considers that the PSI’s deficiencies were not brought quickly, effectively
and completely to ESMA’s attention.

Therefore, this mitigating factor is not applicable.

Annex |V, Point Il. 4. If the credit rating agency has voluntarily taken measures to ensure that

similar infringement cannot be committed in the future, a coefficient of 0,6 shall apply.

128.

129.

130.

The Board notes that to benefit from this mitigating factor the PSI must have voluntarily
taken remediation action that prevent similar infringements from occurring in the future.

The PSI argued that “this coefficient is applicable in this case. Moody’s Ratings has
undertaken a voluntary and significant remediation project in relation to its ERP Reporting
Process which includes the preparation and roll out of an entirely new ERP Reporting
Process system”'?4, In this respect, it provided a description of extensive measures taken
to remedy issues identified in this case'®.

From July 2022 onwards, the PSI undertook a global remediation project intended to
transform the PSI’s regulatory reporting function. It related to the PSI’s global reporting
systems, governance and staffing, which has involved the allocation of significant
additional personnel and resources (including, for example, engaging an independent
advisory firm). Areas for improvement in that remediation project have covered: (1) new
segregated functions such as report owners and data validation, (2) uniform process
adherence to existing framework and practices, and (3) infrastructure modernisation.'?

122 Exhibit 17, PSI's Comments on the Supervisory Report, p. 2.

123 Exhibit 1, Supervisory Report, p. 15-16 and Supervisory Report, Exhibit 47, ESMA0030.

124 Exhibit 21, PSI's Response to the 110’s RFI, Tranche 2, p. 11.

125 Exhibit 6, PSI's Response to the 110’s RFI, Tranche 1, Exhibit 21, PSI’s Response to the 110’s RFI, Tranche 2 and Exhibit 56,
PSI's Response to the IIO’s initial Statement of Findings.

126 Exhibit 21, PSI's Response to the I10’s RFI, Tranche 2, p. 5, Exhibit 46, ESMA0000778, p. 2 (document not dated) and Exhibit
47, ESMA0000779, p. 6. See also Exhibit 17, PSI's Comments on the Supervisory Report, p. 2.
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The project had seven workstreams, including on data management infrastructure and
automation.'?’

The PSI further explained that this “was a multi-phase project to replace Moody’s Ratings’
legacy reporting systems with one with segregated report owner and data validation
activities, uniform process adherence, and modern infrastructure, and to enhance the
policies and procedures governing those activities and functions. The final stage of the
remediation exercise — namely the implementation of the Route 1 RADAR feed for all
credit ratings reported via RADAR — was completed by 4 September 2025 1?8, According
to the PSI, this reduced significantly the likelihood of the identified infringements
recurring.

The PSI outlined that “the Route 1 feed was introduced in waves, the first of which was
launched on 24 August 2024. This established Route 1 RADAR reporting for all
“Fundamental” ratings, covering approximately 85% of the records which are reported via
RADAR. The second wave, relating to Insurance ratings, was launched on 26 May 2025.
Further to our previous update, the third and final wave of Moody’s Ratings’ Route 1
reporting relating to ratings issued by its Structured Finance Group was launched on 22
July 2025, in accordance with its schedule. In addition, with effect from 4 September
2025, Moody’s Ratings’ CEREP reporting is also handled through the Route 1 reporting
feed. These steps represent the completion of the extensive global remediation project
intended to transform [the PSI’s] regulatory reporting function”.'?°

In relation to the Group A and Group B errors, identified on 15 April 2019, “those errors
were remediated during 2020”. *° The 2020 Remediation Audit confirmed that
“remediation activities within the Internal Audit Report — European Rating Platform Daily
Submissions October 2019, have been completed, in particular, implementation of
processes to resolve daily ERP submission errors and performing root cause analysis”'®'
and that “review of processes supporting ERP Daily Submissions validated that
remediation activities have been effectively implemented”."3?

Further, concerning the number of ratings and rating actions submitted to RADAR, the
PSI conducted a reconciliation exercise. On 8 September 2025, the PSI informed ESMA
that this exercise had been concluded on 12 August 2025."% However, the PSI further
stated that it “would welcome the opportunity to discuss the extent to which ESMA would
be able to provide periodic reconciliation files to Moody’s Ratings in support of its
undertaking further exercises of this nature on a go-forward basis”."** The PSI also

127 Exhibit 46, ESMA0000778, p. 7 and Exhibit 47, ESMA0000779, p. 7.

128 Response to the Board's initial Statement of Findings, p. 2.

129 Exhibit 58, 2025.09.22. II0-CRA-2024.12.16.

130 Exhibit 56, PSI's Response to the 11O’s initial Statement of Findings, p. 10.

131 Supervisory Report, Exhibit 125, ESMA0459, p. 1.

132 Supervisory Report, Exhibit 125, ESMA0459, p. 1.

133 Exhibit 50, 2025.09.08 PSI e-email 110-CRA-2024.12.16 and Exhibit 51, 2025-09-05-110-CRA-2024.12.16.
134 Exhibit 51, 2025-09-05-110-CRA-2024.12.16.
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clarified that “[t]his type of exercise is intended to provide further assurance against any
errors that might arise failing to be identified and corrected without undue delay by
conducting look-back verification, rather than suggesting that past errors had not been
remediated”."3®

Regarding the remediation of 6,639 ratings and 87,483 rating actions missing on the ERP,
the PSI stated that “those errors were remediated during 2020, as was confirmed by the
2020 Remediation Audit”.’*® The 2020 Remediation Audit confirmed that “remediation
activities within the Internal Audit Report — European Rating Platform Daily Submissions
October 2019, have been completed, in particular, implementation of processes to
resolve daily ERP submission errors and performing root cause analysis”'®” and that
“review of processes supporting ERP Daily Submissions validated that remediation
activities have been effectively implemented”.'®

Regarding the remediation of misclassifications of the relevant ratings, the PSI confirmed
that “the ratings identifiers that had been misclassified as ‘Corporates (‘CO’) instead of
as ‘Financial Institutions (‘FI') were corrected by MIS and the coding updates were
completed by 28 April 2022”.1%°

Regarding the missing ratings and rating actions reported by the PSI in July 2022, the
PSI clarified that it “can confirm that this issue was resolved as of August 2024"'4° and
that “all 621 have now been addressed and corrected”.'!

The PSI considered that “These efforts, designed to address the issues around regulatory
reporting which Moody’s Ratings has recognised, have significantly reduced the
likelihood of the identified infringements recurring.” 142

On that basis, the Board takes note that the PSI undertook an extensive remediation
programme for the ERP reporting infringement, including the rectification of a number of
identified discrepancies.

However, the Board also notes that nevertheless similar issues arose after these
measures were taken: in August 2025, the PSI identified that incorrect default information
was reported to RADAR for structured finance credits due to a “change management
oversight” in coding™3. Furthermore, in September 2025, the PSI discovered that default
flags for 11 ratings were missing from RADAR entirely due to “errors in the coding [...]

135 Exhibit 56, PSI's Response to the 11O’s initial Statement of Findings, p. 10.

136 Exhibit 56, PSI's Response to the 11O’s initial Statement of Findings, p. 10.

187 Supervisory Report, Exhibit 125, ESMA0459, p. 1.

138 Supervisory Report, Exhibit 125, ESMA0459, p. 1.

139 Exhibit 6, PSI's Response to the 110’s RFI, Tranche 1, p. 11.

140 Exhibit 6, PSI's Response to the 110’s RFI, Tranche 1, p. 12.

41 Exhibit 6, PSI's Response to the 110’s RFI, Tranche 1, p. 13.

42 Response to the Board’s initial Statement of Findings, p. 2.

43 Exhibit 59, 2025.11.06 RE: 1I0-CRA-2024.12.16 - Update (Strictty Private and Confidential) [SIMS-
L_LIVE_EMEA1.075935.075935-00028.FID3214210].
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due to human oversight.” These incidents demonstrate that data accuracy and reporting
errors to RADAR have factually reoccurred.

141. On this basis, the Board concludes that the measures taken by the PSI do not ensure
that similar infringement cannot be committed in the future.

142. The mitigating factor is therefore not applicable.

4.1.4.4 Determination of the adjusted fine

143. In accordance with Article 36a(3) of the Regulation, taking into account the applicable
aggravating and mitigating factors, the basic amount of EUR 75,000 must be adjusted as
follows.

144. The difference between the basic amount and the amount resulting from the application
of each individual coefficient linked to the aggravating factor set out in Annex IV is added
to the basic amount;

Aggravating factor set out in Annex IV, Point I. 1:

EUR 75,000 x 1.1 = EUR 82,500
EUR 82,500 — EUR 75,000 = EUR 7,500
EUR 7,500 x 12 = EUR 90,000

Aggravating factor set out in Annex IV, Point I. 2:

EUR 75,000 x 1.5 = EUR 112,500
EUR 112,500 — EUR 75,000 = 37,500

Aggravating factor set out in Annex IV, Point 1.3:

EUR 75,000 x 2.2 = EUR 165,000
EUR 165,000 — EUR 75,000 = EUR 90,000

Adjusted fine taking into account applicable aggravating factors:

EUR 75,000 + EUR 90,000 + EUR 37,500 + EUR 90,000 = EUR 292,500
145. Consequently, following adjustment by taking into account the applicable aggravating

factors, the amount of the fine to be imposed on the PSI for the infringement at Point 4a
of Section Il of Annex Il of the Regulation would amount to EUR 292,500.
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4.1.4.5 Maximum cap of the fine and disgorgement of profits

146.

147.

148.

Article 36a(4) of the Regulation provides that “Notwithstanding paragraphs 2 and 3 [of
Article 36a], the fine shall not exceed 20% of the annual turnover of the credit rating
agency concerned in the preceding business year but, where the credit rating agency has
directly or indirectly benefitted financially from the infringement, the fine shall be at least
equal to that financial benefit”.

The Board therefore assessed whether the PSI has directly or indirectly benefited
financially from the infringement and, if this is not the case, whether the maximum cap
has been exceeded.

There is no evidence to suggest that the PSI benefited directly or indirectly from the
infringement. Further, the maximum cap is not reached in this case.

4.1.5 Supervisory measure

149.
150.

151.

4.2

152.

153.

Regard must be had to paragraphs 1 and 2 of Article 24 of the Regulation.

Given the factual findings in the present case and the fact that some remedial actions
were taken by the PSI, in particular its global, multi-phase project transforming the PSI’s
regulatory reporting systems that was completed in September 2025 and which according
to the PSI significantly reduced the likelihood of the identified infringements recurring,
only the supervisory measure set out in Article 24(1)(e) of the Regulation may be
considered appropriate with regard to the nature and the seriousness of the infringement.

The Board thus imposes a public notice as the appropriate supervisory measure.

Analysis of the infringement at Point 4 of Section Il of Annex Il
of the Regulation related to the CEREP Reporting

This section of the decision analyses whether the PSI breached the following
requirement:

“A registered or certified credit rating agency shall make available in a central repository
established by ESMA information on its historical performance data, including the ratings
transition frequency, and information about credit ratings issued in the past and on their
changes. Such a credit rating agency shall provide information to that repository on a
standard form as provided for by ESMA. ESMA shall make that information accessible to
the public and shall publish summary information on the main developments observed on
an annual basis” (Article 11(2) of the Regulation).

If this requirement is not met, this would constitute the infringement set out at Point 4 of
Section Il of Annex Il of the Regulation:
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“The credit rating agency infringes Article 11(2) by not making available the required
information or by not providing that information in the required format as referred to in
that paragraph.”

The issue at stake in this aspect of the case is whether the PSI breached its obligation
under Article 11(2) of the Regulation, by failing to make available in a central repository
established by ESMA information on its historical performance data, including the ratings
transition frequency, and information about credit ratings issued in the past and on their
changes.

As described in more detail in Section 2 above, as part of its on-going monitoring
activities, ESMA noticed failures and errors in the reporting of CEREP information to
ESMA by the PSI. The Board’s conclusions are set out below.

4.2.1 Analysis of the relevant provisions of the Regulation

156.

157.

158.

159.

160.

Article 11(2) of the Regulation forms part of the regulatory framework intended to enhance
the transparency and to contribute to the protection of investors by providing information
to a central repository on the past performance of CRAs and ensuring that their historical
ratings' accuracy and stability are verifiable by market participants.

It requires registered and certified CRAs to make their historical performance data
available in a central repository established by ESMA. This data includes details such as
ratings transition frequency (the frequencies over time of the different rating action types
such as upgrades, downgrades etc.) and information on past credit ratings and their
changes. The information is provided in a standard form as provided for by ESMA, which
shall make it accessible to the public.

According to Article 11a(2) of the Regulation, the central repository referred to in Article
11(2) of the Regulation shall be incorporated in the ERP. ESMA has implemented a
unique system (RADAR) that compiles centrally data on all CRA’s ratings and rating
outlooks to be reported for ERP, supervision and CEREP purposes.

Moreover, the Delegated Regulation further specifies the rules regarding the content and
the presentation of information reported to ESMA. It is worth to recall that the Delegated
Regulation specifically stipulates that CRAs, when reporting to ESMA, shall follow the
technical instructions provided by ESMA and use ESMA’s reporting system.

In this regard, when submitting the data to RADAR in accordance with the data structure
specified in Article 12 of the Delegated Regulation, CRAs have to identify the ratings and
rating scales that are relevant for the computation of the CEREP statistics by using
specific flags. This means that in practice, CRAs must share a technical indicator notifying
whether a credit rating is “relevant for CEREP statistics”. This mandatory technical field
(“CEREP flag”) allows CRAs to report on whether a particular rating should be used by
ESMA for the purpose of CEREP publication.
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161. Finally, in case of factual errors in data reported to ESMA, a CRA shall (1) correct the
relevant data, regardless of the type of the inaccuracy of the information provided and
without undue delay'*4, and (2) correct the errors according to the technical instructions
provided by ESMA. Again, a CRA does not have any discretion regarding the manner in
which it corrects the errors.

4.2.2 Application to the instant case

162. A CRA commits the infringement under point 4 of Section Il of Annex Il of the Regulation
by not making available the required information or by not providing that information in
the required format as referred to Article 11(2) of the Regulation.

163. The PSI confirmed that “there were a significant number of errors in its RADAR reporting
during the period covered by the Supervisory Report”.'#°

164. The PSI also acknowledged that: “... taken as a whole, its systems for RADAR and
CEREP submissions were deficient across the relevant period,” necessitating “wholesale
remediation of its regulatory reporting systems (...)"'¢; a process that completed in
September 2025 and which according to the PSI significantly reduced the likelihood of
the identified infringements recurring. '’

165. The facts of the case, as explained above, are clear in this respect.

166. The PSI's reporting process for CEREP takes place on a semi-annual basis.'® As
outlined in more detail in Section 2 above, 302 ratings reported by the PSI had been
submitted as relevant for CEREP statistics in 2017 (CEREP flag = ‘Y’), to be then marked
as not relevant for CEREP statistics in the second half of 2018 (CEREP flag = ‘N’)."*° The
PSI identified an additional 2,400 ratings affected by this issue.'®

167. In July 2022, the PSI also informed ESMA that 13,065 ratings and rating actions were
misreported in RADAR. From this dataset, ESMA Supervisors identified 530 ratings with
incorrect CEREP flags.™"

168. In this regard, the Board notes that the PSI misreported the “CEREP flag” in ESMA’s
RADAR system, leading to thousands of ratings and rating actions being incorrectly
marked for CEREP statistics. The PSI also confirmed that “[...] the population of records
requiring the CEREP indicator to be updated was 2,702 [...]” with regards to the errors

144 Regarding the term “undue delay”, please see Section 4.1.

145 Exhibit 17, PSI's Comments on the Supervisory Report, p. 2.

146 Exhibit 21, PSI's Response to the II0’s RFI, Tranche 2, p. 8.

47 Response to the Board's initial Statement of Findings, p. 1.

148 Exhibit 6, PSIs’ Response to the 110’s First RFI, Tranche 1, p. 5.

148 Supervisory Report, Exhibit 35, ESMA0023.

50 Exhibit 1, Supervisory Report, p. 12, Supervisory Report, Exhibit 39, ESMA0029 and Supervisory Report, Exhibit 40,
ESMAO0034.

51 Exhibit 1, Supervisory Report, p. 9 and 29, Supervisory Report, Exhibit 18, ESMA85-2002691366-35464 Simple RFI Moodys
Deutschland GmbH, p. 9 and Supervisory Report, Exhibit 20, Annex Ill — Question 4. - Lists of ratings and rating actions with
errors identified by ESMA.
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identified in 2019.'%2 For the errors identified in 2022, the PSI agreed with ESMA
Supervisors’ analysis for the subclass of structured finance ratings (Rating Type ‘T’) and
corporate covered bond ratings (Rating Type ‘C’).'** ESMA Supervisors outlined that this
corresponds to at least 244 of those cases out of 530."%

This failure meant that ESMA did not receive accurate and consistent data necessary for
the publication of historical performance information, thereby undermining the purpose of
CEREP to enhance transparency, comparability, and investor protection.

The PSI further stated that it “accepts the Board of Supervisors’ findings set out in the
[initial statement of findings notified to it].”"%°

In light of the above, the Board finds that, by misreporting the relevant CEREP flags, the
PSI failed to make available in a central repository established by ESMA information on
its historical performance data. This constitutes the infringement set out at Point 4 of
Section |l of Annex Il of the Regulation.

4.2.3 Intent or negligence

172.

173.

174.

The Board takes note of Article 36a(1) of the Regulation as cited and explained in Section
4.1.3 above.

The Board considers that the factual background as set out in this decision does not
establish that there are objective factors which demonstrate that the PSI, its employees
or senior managers acted deliberately to commit the infringement.

It should therefore be assessed whether the PSI acted with negligence.

4.2.3.1 Assessment of negligence

175.
176.

Regarding the assessment of negligence, the Board notes the following.

CRAs make available information via CEREP on their historical performance data
including the ratings transition frequency and information about credit ratings issued in
the past and on their changes. CEREP thus enhances transparency and contributes to
the protection of investors by providing information to a central repository on the past
performance of CRAs and about credit ratings issued in the past. The burden to ensure
the quality and accuracy of data lies with the CRAs and, as already noted above, the
standard of care to be expected of them is high.

152 Exhibit 6, PSI's Response to the 110’s RFI, Tranche 1, p. 6.

153 Supervisory Report, Exhibit 29, Moody's Ratings' Response to ESMA Information Request 4, p. 6.
154 Exhibit 1, Supervisory Report, p. 29.

%5 Response to the Board's initial Statement of Findings, p. 1.
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In the present case, the Board notes that 302 ratings were misreported. This reoccurred
and a further 2,400 and 530 ratings had incorrect CEREP flags.

The Board further notes that although the legal requirements are clear, these errors
persisted over extended periods despite the PSI being made aware of the deficiencies
by ESMA.

The evidence set out above demonstrates clearly that the PSI failed to show the special
care expected from a legal person operating as a CRA in relation to information relevant
for CEREP publication, which in turn underpins a central aim of the Regulation, namely
transparency.

Overall, on the basis of the elements described above, the Board finds that the PSI failed
to take the special care expected of a CRA. As a professional firm in the financial services
sector subject to stringent regulatory requirements, the PSI is required to take special
care in assessing the risks that its acts or omissions entail, and has failed to take that
care; and as the result of that failure, it has not foreseen the consequences of its acts or
omissions, including particularly this infringement of the Regulation, in circumstances
where a CRA in such a position that is normally informed and sufficiently attentive could
not have failed to foresee those consequences.

Therefore, the PSI was negligent when committing the infringement of Point 4 of Section
Il of Annex Il of the Regulation.

4.2.4 Fine

4.2.4.1 Basic amount

182.

Article 36a of the Regulation provides in paragraph 2 as follows:

“The basic amount of the fines referred to in paragraph 1 shall be included within the
following limits: [...] (e) for the infringements referred to in points 2, 3a to 5 of Section
Il of Annex lll, the fines shall amount to at least EUR 25,000 and shall not exceed EUR
75,000; [...]

In order to decide whether the basic amount of the fines should be set at the lower,
middle or higher end of the limits set out in the first subparagraph, ESMA shall have
regard to the annual turnover in the preceding business year of the credit rating agency
concerned. The basic amount shall be at the lower end of the limit for credit rating
agencies whose annual turnover is below EUR 10 million, the middle of the limit for the
credit rating agencies whose annual turnover is between EUR 10 and 50 million and
the higher end of the limit for the credit rating agencies whose annual turnover is higher
than EUR 50 million”.
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183. It has been established that the PSI committed the infringement set out at Point 4 of
Section Il of Annex Il of the Regulation, by not making available the required information
or by not providing that information in the required format.

184. To determine the basic amount of the fine, the Board has regard to PSI’s annual turnover
in the financial year ending 31 December 2025."%

185. In 2025, the PSI had a turnover of EUR [185-190] million. s

186. Thus, the basic amount for the infringement listed in Point 4 of Section Il of Annex Il of
the Regulation is set at the higher end of the limit of the fine set out in Article 36a(2) of
the Regulation and shall not exceed EUR 75,000.

4.2.4.2 Aggravating factors

187. The applicable aggravating factors listed in Annex IV to the Regulation are set out below.

Annex IV, Point I. 2. If the infringement has been committed for more than six months, a
coefficient of 1,5 shall apply.

188. The infringement was committed for more than six months and the PSI did not dispute
this fact.

189. Therefore, this aggravating factor is applicable.
Annex IV, Point . 3. If the infringement has revealed systemic weaknesses in the organisation

of the credit rating agency, in particular in its procedures, management systems or internal
controls, a coefficient of 2,2 shall apply.

190. The Board refers to its analysis and the PSI’s position set out in Section 4.1.4.2 above.

191. The Board finds that the failures were not attributable to isolated human errors or isolated
glitches in the system. On the contrary, they were caused by serious deficiencies in the
PSI’s reporting systems which led to significant volume of errors, initially detected by
ESMA (not by the PSI), and which lasted for a long period of time. These issues persisted
in 2019 and in 2022 for various reasons indicating that the root causes of the errors were
not properly identified and subsequently corrected.

192. Finally, the Board finds that the ERP reporting system was deficient as a whole which led
the PSI to committing not only the infringement at Point 4 of Section Il of Annex Il of the
Regulation but also the infringement at Point 4a of Section Il of Annex Ill of the
Regulation. Even though these two infringements have different scope and concern

%6 See in this regard paragraph 177 of the Board of Appeal in the Appeal of Scope Ratings GmbH against ESMA’s decision (ref.
BoA 2020 D 03).
157 Letter to ESMA regarding the PSI’s turnover, 1 May 2026.
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different obligations, they both relate to the CRA’s broader regulatory obligations which
is reporting of credit information to ESMA. In addition, based on these deficiencies, the
Board also concluded that the PSI committed infringements under Points 11 and 12 of
Section | of Annex Ill of the Regulation related to policies and procedures and internal
controls. This in turn means that the PSI had systemic weaknesses in its organisation, in
particular in its procedures, management systems or internal controls.

193. Therefore, the Board finds that the infringement by the PSI reveals a systemic weakness
in the organisation of the CRA, in particular in its procedures, management systems or
internal controls. The Board notes that the PSI did not dispute this conclusion.

194. Thus, this aggravating factor is applicable.

4.2.4.3 Mitigating factors

195. Annex IV of the Regulation lists the mitigating factors to be taken into consideration for
the adjustment of the fine. Their application is assessed below.

Annex IV, Point Il. 1. If the infringement relates to a breach listed in Section Il or Il of Annex
Il and has been committed for fewer than 10 working days, a coefficient of 0,9 shall apply.

196. This mitigating factor is not applicable; the CEREP misreporting lasted for more than six
months.

Annex |V, Point Il. 2 If the credit rating agency’s senior management can demonstrate that
they have taken all the necessary measures to prevent the infringement, a coefficient of 0,7

shall apply.

197. The Board refers to its analysis set out in Section 4.1.4.3 above. It further notes that, with
regard to the reporting failures, the PSI did not provide a list of relevant actions taken by
senior management prior to the commission of the infringement and acknowledged that
it “would accept that this mitigating coefficient would not apply as it would be inconsistent
with an infringement that was systemic in nature”.'®®

198. The Board thus finds that this mitigating factor is not applicable.

Annex IV, Point Il. 3. If the credit rating agency has brought quickly, effectively, and completely
the infringement to ESMA’s attention, a coefficient of 0,4 shall apply.

199. The Board refers to its analysis set out in Section 4.1.4.3 above.

200. Regarding this infringement, the Board notes that there is no evidence to suggest that
the PSI brought this infringement to the attention of ESMA. On the contrary, it was through

%8 Exhibit 21, PSI's Response to the 110’s RFI, Tranche 2, p. 10.
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the investigation by ESMA Supervisors that the matter was discovered. Regarding the
CEREP data reporting failures identified in September 2019, it was ESMA Supervisors
who contacted the PSI about 302 ratings misreported by the PSI."® Following this
discovery, the PSI conducted a deeper analysis and identified an additional 2,400 ratings
affected by this issue.'®® However, following internal discussions on the wording and
scope of the reply to ESMA'™", the PSI’s response to ESMA on 17 December 2019
eventually only focused on the 302 ratings identified by ESMA and the timing for
correction.’® The PSI had not informed ESMA, prior to its response to a request for
information (“RFI”) on 1 March 2024, that an additional 2,400 ratings had been discovered
with a wrong CEREP flag in the PSI’s records, and that those 2,400 ratings were missing
from CEREP statistics.'®® Although this error occurred in 2019, ESMA discovered it only
once the PSI answered the RFI on 1 March 2024.1%4

201. Thus, the Board finds that the PSI did not bring this infringement quickly, effectively and
completely to ESMA’s attention.

202. Therefore, this mitigating factor is not applicable.

Annex |V, Point Il. 4. If the credit rating agency has voluntarily taken measures to ensure that
similar infringement cannot be committed in the future, a coefficient of 0,6 shall apply.

203. As outlined in Section 4.1.4.3 above, the Board notes the PSI’s position and the fact that
it has put in place an extensive global remediation project, which included certain
remedial actions in relation to CEREP errors.

204. In addition, the PSI explained that “the available information suggests that these CEREP
files were corrected in the course of the Data Quality Exercise undertaken in 2020. The
available documents suggest that these errors were corrected by 31 January 2020”."6%
The status update referred by the PSI and dated 4 February 2020 stated that “[flollowing
items have been submitted by January 31, 2020: [...] 2700 items identified back in
October to be remediated (2400 + 302): - 302 ratings for which incorrect CEREP metrics
were applied when we did the “Responsible CRA LEI cleanup”, - 2400 ratings that were
part of group B have been cleaned up as part of Group A/ Group B remediation efforts”.'%6
However, the Board notes that as of 17 June 2024, out of the 302 ratings initially identified
by ESMA, 80 ratings still had the wrong CEREP flag (i.e. CEREP flag = ‘N’) in RADAR.®”

159 Exhibit 1, Supervisory Report, p. 12, Supervisory Report, Exhibit 35, ESMA0023 and Supervisory Report, Exhibit 36,
ESMAO0040.

160 Exhibit 1, Supervisory Report, p. 12, Supervisory Report, Exhibit 39, ESMA0029 and Supervisory Report, Exhibit 40,
ESMAOQ034.

61 Exhibit 1, Supervisory Report, p. 13, Supervisory Report, Exhibit 43, ESMA0038 and Supervisory Report, Exhibit 44,
ESMAO0039.

162 Exhibit 1, Supervisory Report, p. 13 and Supervisory Report, Exhibit 36, ESMA0040.

163 Exhibit 1, Supervisory Report, p. 13.

164 Exhibit 3, ESMA Supervisors’ Response to the 110’s Request, p. 7-8.

165 Exhibit 6, PSI's Response to the 110’s RFI, Tranche 1, p. 11 and Supervisory Report, Exhibit 56, ESMA0431, p. 7.

186 Supervisory Report, Exhibit 56, ESMA0431, p. 7.

167 Exhibit 1, Supervisory Report, p. 13.
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The PSI further specified that “it is not now possible to determine whether a particular
rating has been corrected and when that correction took place”. % For the 2,400 ratings
identified by the PSI as having a wrong CEREP flag, the PSI did not share the list of
identifiers, preventing ESMA to check the right correction in RADAR.'® Therefore, the
Board is not in a position to conclude that all these errors were indeed corrected,
especially in the case of ESMA Supervisors’ confirmation that they have not received the
precise scope of the 2,400 ratings concerned.

205. As set out in Section 4.1.4.3 above, the Board importantly notes'’® that the PSI identified
that incorrect default information was reported to RADAR for structured finance credits
due to a “change management oversight” in coding, as well as in September 2025,
discovered that default flags for 11 ratings were missing from RADAR entirely due to
“errors in the coding [...] due to human oversight.” These incidents demonstrate that data
accuracy and reporting errors to RADAR have factually reoccurred.

206. On this basis, the Board concludes that the measures taken by the PSI do not ensure
that similar infringement cannot be committed in the future.

207. The mitigating factor is therefore not applicable.

4.2.4.4 Determination of the adjusted fine

208. In accordance with Article 36a(3) of the Regulation, taking into account the applicable
aggravating and mitigating factors, the basic amount of EUR 75,000 must be adjusted as
follows.

209. The difference between the basic amount and the amount resulting from the application
of each individual coefficient linked to the aggravating factor set out in Annex IV is added
to the basic amount:

Aggravating factor set out in Annex IV, Point I. 2:

EUR 75,000 x 1.5 = EUR 112,500

EUR 112,500 — EUR 75,000 = 37,500

188 Exhibit 6, PSI's Response to the 110’s RFI, Tranche 1, p. 12.

169 Exhibit 1, Supervisory Report, p. 13 and Exhibit 6, PSI's Response to the 110’s RFI, Tranche 1, p. 12. According to the PSI,
“That is because, for Rating Types C (Corporate) and S (Sovereign), ESMA requires that Moody’s Ratings provides issuer ratings
if available and, if unavailable, the ‘long-term unsecured debt rating’ is identified as relevant for CEREP instead. Because Moody’s
Ratings does not assign an issuer rating to all organisations, where such a rating is not assigned, a senior unsecured debt rating
is instead flagged as relevant and, if that debt rating is withdrawn, another senior unsecured debt rating can be selected in its
place using an algorithm. The result of this is that an issuer can have different distinct rating IDs flagged as relevant for CEREP
over time for as long as the issuer has active applicable ratings”.

70 Exhibit 59, 2025.11.06 RE: 1I0-CRA-2024.12.16 - Update (Strictty Private and Confidential) [SIMS-
L_LIVE_EMEA1.075935.075935-00028.FID3214210].
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Aggravating factor set out in Annex IV, Point |.3:

EUR 75,000 x 2.2 = EUR 165,000
EUR 165,000 — EUR 75,000 = EUR 90,000

Adjusted fine taking into account applicable aggravating factors:

EUR 75,000 + EUR 37,500 + EUR 90,000 = EUR 202,500
210. Consequently, following adjustment by taking into account the applicable aggravating

factors, the amount of the fine to be imposed on the PSI for the infringement at Point 4 of
Section Il of Annex Il of the Regulation amounts to EUR 202,500.

4.2.4.5 Maximum cap of the fine and disgorgement of profits

211. As set out in Section 4.1.4.5 above, the Board assessed whether the PSI has directly or
indirectly benefited financially from the infringement and, if this is not the case, whether
the maximum cap of 20% of the annual turnover of the CRA has been exceeded.

212. There is no evidence to suggest that the PSI benefited directly or indirectly from the
infringement. The maximum cap is not reached in this case.

4.2.5 Supervisory measure

213. Regard must be had to paragraphs 1 and 2 of Article 24 of the Regulation.

214. Given the factual findings in this case and the fact that some remedial actions were taken
by the PSI, in particular its global, multi-phase project transforming the PSI’s regulatory
reporting systems that was completed in September 2025 and which, according to the
PSI, significantly reduced the likelihood of the identified infringements recurring, only the
supervisory measure set out in Article 24(1)(e) of the Regulation may be considered
appropriate with regard to the nature and the seriousness of the infringement.

215. The Board thus finds that a public notice must be issued.

4.2.6 Application of the second paragraph of Article 36a(4) of the Regulation

216.Before calculating the total amount of the fine, the Board considers the application of the
second paragraph of Article 36a(4) of the Regulation, which states that “Where an act or
omission of a credit rating agency constitutes more than one infringement listed in Annex
[, only the higher fine calculated in accordance with paragraphs 2 and 3 and related to
one of those infringements shall apply”.
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217.The Board’s conclusions on whether any act or omission of the PSI constituted more than

one infringement are set out below.

218.The Board notes that the infringements in this decision form part of a framework of

obligations designed to ensure the reliability of information reported to ESMA and the
robustness of the PSI’s internal governance. Because of this thematic proximity, it is
necessary to verify whether the infringement identified may rely upon the same factual
acts or omissions. However, as explained below, the Board considers that the
infringements do not in fact rely upon the same acts or omissions.

219.First, the ERP reporting infringement (Point 4a of Section Il of Annex Il of the Regulation)

relies upon an analysis of the PSI’s operational failures in executing its ERP reporting
obligations. The underlying acts and omissions consist of deficiencies in the reporting of
data to ESMA. Thus, the assessment of this infringement concerns the execution of
reporting obligations and the operational accuracy of transmitted data.

220.Second, the assessment of the CEREP reporting infringement (Point 4 of Section Il of

221.

Annex lll of the Regulation) concerns the PSI’s failure to ensure accurate reporting to
ESMA’s central repository of historical performance data, particularly the mis-flagging of
ratings as ‘“relevant” or “not relevant’” for CEREP. While the same technological
infrastructure (RADAR) supports both ERP and CEREP reporting, the Board notes that
the two processes are governed by separate legal provisions. The acts and omissions
giving rise to the CEREP infringement are therefore technically distinct from those
constituting the ERP infringement.

In this respect, the PSI argued that these two infringements are premised on the same
acts and omissions as both relate to errors in the integrated RADAR reporting process
“because ERP and CEREP submissions are — by ESMA’s design — both made through
the RADAR reporting system”. "' In this regard, the PSI outlined that even if both
infringements are established, only one should attract a penalty under the Regulation.’”?
The PSI further stated that the process for ERP and CEREP errors is similar, as outlined
in the Functional Requirements Document (FRD). The PSI outlined that the CEREP flag
is part of the quantitative data submitted to RADAR, aligning with the RADAR RTS
requirements for data flags.'”

222.0n this point, the Board finds that while the submission of data is localised within the

RADAR system, the infringements arise from two distinct sets of facts and reporting
obligations. Specifically, a failure relating to ERP reporting concerns the factual omission
of current rating transparency data, whereas a failure relating to CEREP reporting
concerns the factual omission of historical performance statistics. The use of a single
system for transmission does not merge these underlying acts; rather, RADAR serves as

7 Exhibit 56, PSI's Response to the IIO’s initial Statement of Findings, p. 5.
72 Exhibit 56, PSI's Response to the 110’s initial Statement of Findings, p. 5.
73 Exhibit 56, PSI's Response to the 110’s Initial Statement of Findings, p. 19.
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a common portal for two independent statutory duties. In light of the fact that the
misreporting of ERP data and the misreporting of CEREP data constitute separate factual
breaches, even if linked to the same reporting architecture, they do not represent the
same 'act or omission' under the Regulation, and Article 36a(4) therefore does not apply.

Analysis of the infringement at Point 11 of Section | of Annex Il
of the Regulation concerning adequate policies and procedures

This section of the decision analyses whether the PSI| breached the following
requirements:

“A credit rating agency shall take all necessary steps to ensure that the issuing of a credit
rating or a rating outlook is not affected by any existing or potential conflicts of interest or
business relationship involving the credit rating agency issuing the credit rating or the
rating outlook, its shareholders, managers, rating analysts, employees or any other
natural person whose services are placed at the disposal or under the control of the credit
rating agency, or any person directly or indirectly linked to it by control” (Article 6(1) of the
Regulation).

“In order to ensure compliance with paragraph 1, a credit rating agency shall comply with
the requirements set out in Sections A and B of Annex I” (Article 6(2) of the Regulation).

“A credit rating agency shall establish adequate policies and procedures to ensure
compliance with its obligations under this Regulation” (Point 3 of Section A of Annex | of
the Regulation).

If these requirements are not met, this would constitute the infringement set out at Point
11 of Section | of Annex Ill of the Regulation:

“The credit rating agency infringes Article 6(2), in conjunction with point 3 of Section A of
Annex |, by not establishing adequate policies or procedures to ensure compliance with
its obligations under this Regulation.”

The issue at stake in this case is whether the PSI has breached its obligation under Article
6(2) of the Regulation, in conjunction with Point 3 of Section A of Annex | thereto, to
establish adequate policies and procedures to ensure compliance with its obligations
under this Regulation.

As described in more detail in Section 2, the PSI's core documents outlining its ERP
reporting procedure are encompassed in the FRD, BRD and ADD. This has also been
attested by the PSI, who outlined that “because the ERP Reporting Process is largely
automated, the FRD, ADD and BRD comprise the totality of the Moody’s Ratings
documented procedures setting out the requirements and specifications and supporting
the implementation of the ERP Reporting Process in the period prior to 31 July 2022. [...]
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the majority of steps in the process were not the responsibility of a specific individual and
the operation and oversight of the ERP Reporting Process was shared across a number
of teams. It is the recollection of those employees who remain with Moody’s Ratings that
the Data Governance team owned the relevant policies until September 2019 when the
Data Governance team and its responsibilities were subsumed within MIST”."74

However, as is detailed below, the PSI’'s policies and procedures were inadequate in a
number of ways.

4.3.1 Analysis of the relevant provisions of the Regulation

228.

229.

230.

231.

232.

233.

Regulation (EU) No 462/2013'" introduced several amendments to the Regulation,
including the new requirement for ESMA to establish the ERP to publish individual credit
rating information issued by registered or certified CRAs and the related obligation for
CRAs to submit rating information to ESMA.

Article 11a(1) and Article 11(2) of the Regulation set out the obligations imposed on
CRAs, when issuing a credit rating or a rating outlook, to submit to ESMA rating
information, which includes the credit rating and rating outlook of the rated instrument,
information on the type of the credit rating, the type of the rating action, and date and
hour of publication, for it to be published on the ERP and to make their historical
performance data available in a central repository established by ESMA.

As provided in Point 3 of Section A of Annex I, in conjunction with Article 6(2) of the
Regulation, a CRA shall establish adequate policies and procedures to ensure
compliance with its obligations under the Regulation, including the above obligations.

Hence, a CRA is required not only to establish policies and procedures but also to ensure
that such policies and procedures are adequate to ensure compliance with its obligations
under the Regulation.

Finally, in accordance with the Delegated Regulation, a CRA is required to submit to
ESMA information in a specific format and in accordance with the technical instructions
provided by ESMA and using ESMA’s reporting system. To ensure that the requirement
of Point 3 of Section A of Annex | of the Regulation is met, a CRA shall thus establish
adequate policies and procedures to comply with the Regulation and the Delegated
Regulation.

Even though this point was not raised by the PSI, it is important to note that Article 6 of
the Regulation is entitled “Independence and avoidance of conflicts of interest”. Thus, the

74 Exhibit 6, PSI's Response to the 1I0’s RFI, Tranche 1, p. 13.
75 Regulation (EU) No 462/2013 of the European Parliament and of the Council of 21 May 2013 amending Regulation (EC) No
1060/2009 on credit rating agencies, OJ L 146, 31.5.2013, p.1.
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Board had regard to the fact that the policies and procedures that are examined are not
those which seek to avoid conflicts of interest or mitigate their harmful effects.

However, it is clear from the relevant jurisprudence that, when interpreting a provision of
EU law side from the wording of the provision itself, one must consider the context in
which it occurs and the objectives pursued by the rules of which it is a part.'”® One
consequence of this approach is that one must adopt a teleological approach to the
interpretation of provisions: once a provision’s purpose is identified, its detailed terms will
be interpreted so as to ensure that the provision in question retains its effectiveness.””

Thus, the requirement for a CRA to have adequate policies and procedures must be
interpreted by considering the context of the relevant provisions and the objectives
pursued by the requirement and the Regulation as a whole.

It is plain that the general aims and objectives of the Regulation, as well as the broad
scope of the provisions in Section A of Annex | of the Regulation go beyond the avoidance
of conflicts of interest. Following the general logic and purpose of the Regulation,
therefore, the requirements listed in Section A of Annex | of the Regulation cannot be
construed as serving exclusively to prevent conflicts of interest. Organisational
requirements imposed on CRAs by the Regulation must be interpreted as serving the
overarching goals of the Regulation itself, and particularly the improvement of investor
confidence and the protection of consumers.

The context of Annex | is also instructive: it is headed “Independence and avoidance of
conflicts of interest’. Section A, which is headed “Organisational requirements”, lists 10
organisational requirements. Certain of these organisational requirements are expressly
aimed at ensuring the CRA’s independence and preventing conflicts of interest: see
points 1(a) and (b); point 2(1); point 7. However, importantly for present purposes, other
provisions in Section A impose broader requirements, as is clear from: point 1(c) requiring
that the CRA “complies with the remaining requirements of this Regulation”; points 2(2),
2(5), 2(6), points 3 (adequate policies and procedures) and 4 (sound administrative and
accounting procedures, internal control mechanisms, effective procedures for risk
assessment and effective control and safeguard arrangements for information
processing systems); points 5 and 6 (compliance function department); point 8 (continuity
and regularity in performance of credit rating activities); point 9 (review of methodologies,
ensuring accuracy); and point 10 (system and internal control monitoring).

Additionally, Point 3 of Section A of Annex | of the Regulation is clear on the fact that the
adequate policies and procedures must ensure compliance with the obligations under the
Regulation. The provision does not relate solely to policies and procedures related to
independence and avoidance of conflicts of interest, but to all obligations of a CRA.

76 Case C-533/08, TNT Express Nederland [2010] ECR 1-4107, paragraph 44 and the case-law cited.
77 See, for example, Case C-439/08, VEBIC, paragraph 61.
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Finally, it is notable that the internal heading of Section I of Annex Il of the Regulation is
called “Infringements related to conflicts of interest, organisational or operational
requirements”; the infringement set out in Point 11 of Section | of Annex Il of the
Regulation is listed under that broader heading.

Therefore, the co-legislators expressly made a link between the internal policies and
procedures of a CRA, the independence of a CRA and the broader objective of ensuring
the quality and thoroughness of credit ratings. The scope of application of the Regulation,
insofar as it imposes obligations upon a CRA, thus aims at improving investor confidence
and protecting consumers where a conflict of interest exists or might arise, but also has
a broader remit. In particular, besides the objective to have credit ratings issued by CRAs
that meet a necessary level of quality and thoroughness, this broader remit results from
the emphasis in the Regulation upon the need for a CRA to maintain a certain standard
of organisational requirements.

The provisions of the Regulation setting out organisational requirements, by their very
nature, must be deemed to serve the whole range of objectives pursued by the CRA
Regulation. Further, as noted in Article 11a(1) and 11(2) of the Regulation, submitting to
ESMA rating information for it to be published on the ERP and making historical
performance data available in a central repository established by ESMA are crucial for
improving investor and consumer protection.

To conclude this part of the analysis, the organisational requirements imposed on CRAs
(including establishing adequate policies and procedures) extend beyond independence
or conflicts of interest and prompt an assessment of the overall soundness of policies and
procedures established to ensure compliance with all its obligations under the Regulation.
This has been already confirmed by the Board of Supervisors in previous decisions.'’®

4.3.2 Application to the instant case

243.

244,

According to the PSI, the ERP reporting process was based on three core documents
(FRD, BRD and ADD). These documents describe the objectives of the IT project and list
the requirements necessary for the development of an automated process capable of
reporting rating data to ESMA. They describe how the systems are expected to work and
provide a list of the IT project stakeholders, i.e. the people involved in the development
of the ERP reporting tools.

The Board takes note of ESMA Supervisors’ observation that: “These documents do not
include step-by-step instructions for the day-to-day ERP reporting operations, nor a
description of the type of controls or checks that may need to be undertaken. MIS also

78 Paragraph 126 of the decision of 22 March 2023 of Board of Supervisors to adopt supervisory measures and impose fines in
respect of infringements committed by S&P Global Ratings Europe Limited available at: ESMA43-475-40 BoS Decision - S&P
Global Ratings Europe Limited.
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left notes in those documents to develop an error correction process once ESMA RADAR
instructions had been released, although this process was not developed in those
documents after the communication by ESMA of the RADAR instructions.”"®

More precisely, the Board considers that the three core documents on which the ERP
reporting process was based present many issues.

First, there are multiple versions, namely:

- FRD: two versions of this document were provided to ESMA Supervisors. Both
documents are not dated. One version numbered 0.5 shows a number of revisions,
starting with the initial draft on 23 December 2014 and the last revision indicated as 6
May 2015."® The second version numbered 1.2 indicates that the last change was
affected on 04 April 2021.8

- ADD: the document provided to ESMA Supervisors is not dated but it is noted that the
revision history table indicates a number of modifications starting from 1 June 2015
until 21 May 2020."82

- BRD: two versions of this document were provided to ESMA Supervisors. The first
version is numbered 1.3, with a release date of 23 January 2015. '8 ESMA
Supervisors were provided with a second version with also a release date of 23
January 2015, but which contains a number of track changes dated 21 June 2019, 18
July 2019, 22 July 2019, 23 July 2019, 03 January 2020, 10 January 2020. The
Revision History table of this second copy does not list these changes neither does it
indicate any sign-off or validation of these changes.'8

Further issues can be identified from these core documents. The BRD itself contains
irreconcilable inconsistencies in its dating and version control history. In both documents
of the BRD provided, the cover page refers to “23 January 2015” while the version history
table refers to “23 January 206”. The revision history further demonstrates unexplained
discontinuities, with a direct jump from version 0.4 to version 1.0 without record of
intervening iterations, and only version 1.1 evidence formal review and approval, even
though the latest version is marked as 1.3 and designated as “baseline”.

One version of the BRD also includes placeholders (for instance: Note: additional details
will be provided once the ITS has been made available), hence cannot be deemed as
final. 185

178 Exhibit 1, Supervisory Report p. 32.

180 Supervisory Report, Exhibit 103, ESMA0002, ERP - Functional Requirements Document, dated 6 May 2015.

181 Supervisory Report, Exhibit 104, ESMA0004, ERP - Functional Requirements Document, dated 4 April 2021.

82 Supervisory Report, Exhibit 105, ESMA0003, Architecture and Design, last update on 21 May 2020.

183 Supervisory Report, Exhibit 102, ESMA0001, Business Requirements Document as of 23 January 2015.

84 Supervisory Report, Exhibit 106, ESMA0421, Draft update of the Business Requirements Document with changes in the
document dated 23 July 2019, 3 January 2020, and 10 January 2020, p. 3.

185 Supervisory Report, Exhibit 102, ESMA0001, Business Requirements Document as of 23 January 2015, p. 13 and 25.
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249. In addition, a copy of the BRD'® despite being dated “23 January 2015” contains tracked
changes entered in 2019 and 2020, which are absent from the official revision history and
which were never signed off, thereby casting doubt on which version represents the
operative document. Finally, the BRD, which lists two approvers from Data Monitoring &
Reg Reporting and Content Distribution'® does not indicate if the changes introduced in
2019 and 2020 were also approved.'8®

250. Two versions of the FRD were also provided. Both, the 2015 FRD (version 0.5, finalised
6 May 2015'8) and the 2021 FRD (version 1.2, finalised 4 April 2021'%°) are marked by
a considerable number of unresolved placeholders. For example, there are sections
where risks are noted as being dependent on documentation expected from ESMA. Areas
such as use cases and technical specifications remained as placeholders following
receipt of ESMA instructions.'®’ Templates for e-mail notifications (e.g., 'Successful Email
Template.txt' and 'Failed Email Template.txt') are repeatedly cited as attachments or
documentation resources, but the templates themselves are not found within the provided
content, leaving the user unable to verify the referenced materials.'®?

251. The issue with placeholders is the same for the BRD. Hence, system notes indicate that
details for resubmission processes and error handling were deferred for later
specification, and where placeholders for further process design were included, these
were never developed after ESMA’s RADAR instructions were issued.'®

252. Moreover, the ADD and the FRD record amendments in their revision table, but there is
no corresponding evidence of review by Compliance or any indication that such
amendments were formally validated or adopted.' In particular, the 2021 FRD does not
record who approved the removal of the requirements related to the automatic email
notification in 2021.79°

253. Furthermore, the PSI developed automated processing of feedback files, which was
designed to download the feedback files, extract them and store them into PSI’s recording

186 Supervisory Report, Exhibit 106, ESMA0421.

187 Exhibit 1, Supervisory Report, p. 37, Supervisory Report, Exhibit 102, ESMAQ0001, Business Requirements Document as of 23
January 2015, p. 4 and Exhibit 106, ESMA0421, p. 3.

88 Exhibit 1, Supervisory Report, p. 37 and Supervisory Report, Exhibit 106, ESMA0421, Draft update of the Business
Requirements Document with changes in the document dated 23 July 2019, 03 January 2020, and 10 January 2020, p. 3.

189 Supervisory Report, Exhibit 103, ESMA0002, ERP - Functional Requirements Document, dated 6 May 2015.

190 Supervisory Report, Exhibit 104, ESMA0004, ERP - Functional Requirements Document, dated 4 April 2021.

91 Supervisory Report, Exhibit 103, ESMA0002, ERP - Functional Requirements Document, dated 6 May 2015, p. 7.

192 Supervisory Report, Exhibit 104, ESMA0004, ERP - Functional Requirements Document, dated 4 April 2021, p. 2, 96, 116,
129.

193 Supervisory Report, Exhibit 103, ESMA0002, ERP - Functional Requirements Document, dated 6 May 2015, p. 14 and
Supervisory Report, Exhibit 102, ESMA0001, Business Requirements Document as of 23 January 2015, p. 12 and 24.

194 Exhibit 1, Supervisory Report, p. 37-38 and Supervisory Report, Exhibit 103, ESMA0002, ERP - Functional Requirements
Document, dated 06 May 2015, p. 3, Supervisory Report, Exhibit 105, ESMA0003, Architecture and Design, last update on 21
May 2020, p. 3 and Supervisory Report, Exhibit 104, ESMA0004, ERP - Functional Requirements Document, dated 04 April 2021,
p. 2.

195 Supervisory Report, p. 38 and Supervisory Report, Exhibit 104, ESMA0004, ERP - Functional Requirements Document, dated
04 April 2021, p. 2.
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systems. However, it did not involve any data manipulation or any review of the content
of the feedback files.®

254. According to the PSI, it was not possible to define requirements for the correction of errors
at the time the core documents were drafted, as ESMA RADAR Reporting Instructions
had not been published yet. These additional requirements, on RADAR data correction
and resubmission, were supposed to be defined once the instructions were made
available by ESMA.'®" Several sections of the BRD were also meant to be updated
following publication of those instructions.'®

255. The PSI did not develop the additional requirements on RADAR data correction and
resubmission foreseen in the BRD and the FRD documents following the initial release
of ESMA Reporting Instructions on 15 January 2016 and its subsequent amendments on
19 February 2016."%° Based on the documentation provided by the PSI, no stakeholder
involved in the ERP reporting process did take any action to ensure that the BRD and
FRD were updated accordingly.

256. Further, the three core documents describing the PSI’s reporting process do not include
checks, such as the ones undertaken by RADAR to produce its feedback files, and which
would ensure the proper submission of rating information into ESMA’s RADAR system.
The documents include only some checks in relation to the formatting of the submission
file (at the XML file creation stage), but they do not contain any data quality standards,
criteria or metrics that would have to be met to consider a file ready to be submitted to
RADAR or to consider a RADAR submission successfully completed.?®

257. Moreover, in September 2020, MIST drafted a business process document for the
management of ERP rating submission errors. According to the Document Change
Control table, the document was not reviewed by compliance, and no approvers are listed
in the table either.?’' According to the PSI, this document is not part of the core
documentation describing the ERP reporting process. Moreover, the PSI cannot confirm
if the approach proposed in this document was ever applied.?%?

1% Supervisory Report, Exhibit 23, Moody's - Response to ESMA Information Request dated 15.01.2024 - strictly confidential,
MIS Response to ESMA’s Request for Clarifications dated 07 May 2024, p. 3 - 4.

197 Supervisory Report, Exhibit 102, ESMA0001, Business Requirements Document as of 23 January 2015, p. 12.

198 Supervisory Report, Exhibit 102, ESMA0001, Business Requirements Document as of 23 January 2015, p. 5 and 24.

19 Supervisory Report, Exhibit 34, Credit Ratings Data Reporting (RADAR) System, Reporting Instructions on submission of credit
rating data (ESMA/2015/665), version as of 19 February 2016.

200 Exhibit 1, Supervisory Report, p. 34. See the ERP reporting process description in Supervisory Report, Exhibit 102, ESMA0001,
Business Requirements Document as of 23 January 2015, Supervisory Report, Exhibit 103, ESMA0002, ERP - Functional
Requirements Document, dated 06 May 2015 and Supervisory Report, Exhibit 105, ESMAO0003, Architecture and Design, last
update on 21 May 2020. See also Supervisory Report, Exhibit 34, Credit Ratings Data Reporting (RADAR) System, Reporting
Instructions on submission of credit rating data (ESMA/2015/665), version as of 19 February 2016, p. 79.

201 Supervisory Report, Exhibit 109, ESMA0535 Business Process Document ESMA ERP Daily Datafeed Group A/B Resolution,
September 2020.

202 Supervisory Report, Exhibit 32, Moody's Response to ESMA's further request (7 May 2024), p. 4.
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258. The Board notes the creation and documentation, in 20232% and 2024%%, of detailed
Standard Operating Procedures (SOPs). The Board further notes that the Route 1
RADAR Feed SOP?% was completed on 4 September 20252°. The PSI outlined that “In
the period after 31 July 2022, Moody’s Ratings has initiated a project to replace its legacy
ERP Reporting system with a system that introduces new segregated activities such as
report owners and data validation, uniform process adherence to existing framework and
practices, and infrastructure modernisation. This is referred to as the “Route 1 RADAR
reporting feed. The first wave of the Route 1 feed was launched on 24 August 2024.72%7
Thus, the policies and procedures previously in place, the ADD, BRD and FRD, indicated
by the PSI as the core documents of the ERP, were not adequate to ensure compliance
with the Regulation.

259. The Board further notes the PSI’s contention that the automated nature of ERP reporting
diminished the need for detailed step-by-step procedures misinterprets the fundamental
requirements of the Regulation?®®, The evidence shows these “core documents” lacked
essential data quality standards, validation metrics, and clear instructions for manual
intervention as detailed above. The Board considers that the presence of track changes
from 2019 and 2020 within a document officially dated 2015, as detailed in this section
for the BRD, indicates a breakdown in version control. This lack of formalisation directly
caused the “failure of MIST to process error reports” as no single, validated source for
error remediation was established through these policies and procedures.

260. The PSI claimed that it could not define error-correction requirements until ESMA
instructions were released.?®® However, the PSI did not update these “core documents”
after those instructions were provided. The Board finds that a “placeholder” is not an
updated policy. The Board notes that the PSI’s argument that automation limited the
practical impact of imperfect policies is further contradicted by the persistence of reporting
errors over a multi-year period. The fact that errors continued to occur and remained
uncorrected demonstrates that the automated system was not self-sufficient and thus
required manual oversight.

261. Moreover, the Board finds that the development of detailed Standard Operating
Procedures confirms that such procedures were absent during the period under
investigation. While the PSI suggests that the errors were caused by a failure to follow
existing procedures, the documentation shows that the procedures themselves were
incomplete. This absence of a documented, approved, and updated policy environment
constitutes a failure to establish adequate procedures to ensure compliance as required

203 Exhibit 33, ESMA0553 and Exhibit 34, ESMA0554.

204 Exhibit 35, ESMA0556.

205 Exhibit 35, ESMAQ556.

206 Response to the Board’s initial Statement of Findings, p. 2.

207 Exhibit 6, PSI's Response to the [10’s RFI, Tranche 1, p. 15.

208 Exhibit 56, PSI’'s Response to the 110’s initial Statement of Findings, p. 22.
209 Exhibit 1, Supervisory Report, p. 33.
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by the Regulation. In this regard, the PSI itself outlined that: “Moody’s Ratings accepts
that the relevant policy documents (the FRD, the Business Requirements Document (the
“‘BRD”), and the Architecture & Design Document (the “ADD”) include unclear version
control and that, in some respects, those documents could have been amended to be
clearer.”°

The PSI stated that it “accepts the Board of Supervisors’ findings set out in the [initial
statement of findings notified to it].”?"!

In light of the above numerous deficiencies, the Board thus finds that the PSI failed to
establish adequate policies and procedures to ensure compliance with its obligations
under the Regulation. This constitutes the infringement set out at Point 11 of Section | of
Annex Il of the Regulation.

4.3.3 Intent or negligence

264.

265.

266.

The Board takes note of Article 36a(1) of the Regulation as cited and explained in Section
4.1.3 above.

The Board considers that the factual background as set out in this decision does not
establish that there are objective factors which demonstrate that the PSI, its employees
or senior managers acted deliberately to commit the infringement.

It should therefore be assessed whether the PSI acted with negligence.

4.3.3.1 Assessment of negligence

267.
268.

269.

Regarding the assessment of negligence, the Board notes the following.

Had the PSI taken the special care required of a CRA, it would have foreseen that by not
having identified in the PSI’s core documents, the roles and responsibilities of the staff
involved in the reporting process nor a step by step instructions of the process, nor a
complete operational framework of the ERP reporting process, it did not establish policies
and procedures, which were adequate to ensure compliance with Point 11 of Section | of
Annex Il of the Regulation. The fact that placeholders in the core ERP reporting
documents were not completed for many years even after ESMA’s RADAR instructions
had been published is an obvious example of the PSI's negligence. Additional
shortcomings were also identified as to which versions of the three core documents were
in force.

Overall, on the basis of the elements described above, the Board finds that the PSI failed
to take the special care expected of a CRA. As a professional firm in the financial services

210 Exhibit 56, PSI’'s Response to the 110’s initial Statement of Findings, p. 22.
211 Response to the Board'’s initial Statement of Findings, p. 1.
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sector subject to stringent regulatory requirements, the PSI is required to take special
care in assessing the risks that its acts or omissions entail, and has failed to take that
care; and as the result of that failure, it has not foreseen the consequences of its acts or
omissions, including particularly its infringement of the Regulation, in circumstances
where a CRA in such a position that is normally informed and sufficiently attentive could
not have failed to foresee those consequences.

270. Therefore, the PSI has been negligent when committing the infringement of Point 11 of
Section | of Annex Il of the Regulation.

4.3.4 Fine

4.3.4.1 Basic amount
271. Article 36a of the Regulation provides in paragraph 2 as follows:

“The basic amount of the fines referred to in paragraph 1 shall be included within the
following limits: (a) for the infringements referred to in points 1 to 5, 11 to 15, 19, 20,
23, 26a to 26d, 28, 30, 32, 33, 35, 41, 43, 50, 51 and 55 to 62 of Section | of Annex lll,
the fines shall amount to at least EUR 500,000 and shall not exceed EUR 750,000 [...]

In order to decide whether the basic amount of the fines should be set at the lower,
middle or higher end of the limits set out in the first subparagraph, ESMA shall have
regard to the annual turnover in the preceding business year of the credit rating agency
concerned. The basic amount shall be at the lower end of the limit for credit rating
agencies whose annual turnover is below EUR 10 million, the middle of the limit for the
credit rating agencies whose annual turnover is between EUR 10 and 50 million and
the higher end of the limit for the credit rating agencies whose annual turnover is higher
than EUR 50 million”.

272. It has been established that the PSI committed the infringement set out at Point 11 of
Section | of Annex Il of the Regulation, by not having in place policies and procedures
adequate to ensure compliance with the Regulation.

273. To determine the basic amount of the fine, the Board has regard to the PSI’s annual
turnover for financial year ending 31 December 2025.21?

274. In 2025, the PSI had a turnover of EUR [185-190] million.z

212 See in this regard paragraph 177 of the Board of Appeal in the Appeal of Scope Ratings GmbH against ESMA’s decision (ref.
BoA 2020 D 03).
213 | etter to ESMA regarding the PSI’s turnover, 1 May 2026.
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275. Thus, the basic amount of the fine for the infringement listed in Point 11 of Section | of
Annex Il of the Regulation is set at the higher end of the limit of the fine set out in Article
36a(2) of the Regulation and shall not exceed EUR 750,000.

4.3.4.2 Aggravating factors

276. The applicable aggravating factors listed in Annex IV to the Regulation are set out below.

Annex IV, Point I. 2. If the infringement has been committed for more than six months, a
coefficient of 1,5 shall apply.

277. The infringement was committed for more than six months. The deficiencies in the
relevant policies and procedures were evident over a number of years.

278. This aggravating factor is thus applicable.

4.3.4.3 Mitigating factors

279. Annex IV of the Regulation lists the mitigating factors to be taken into consideration for
the adjustment of the fine. Their application is assessed below.

Annex IV, Point Il. 1. If the infringement relates to a breach listed in Section Il or Il of Annex
Il and has been committed for fewer than 10 working days, a coefficient of 0,9 shall apply.

280. This mitigating factor is not applicable; the infringement at Point 11 is listed in Section |
of Annex Il of the Regulation and not in Section Il or Il as required by this provision.

Annex |V, Point Il. 2 If the credit rating agency’s senior management can demonstrate that
they have taken all the necessary measures to prevent the infringement, a coefficient of 0,7

shall apply.

281. The Board refers to its analysis set out in Section 4.1.4.3 above and notes that the PSI
did not specifically refer to any measures taken by its senior management to prevent the
infringement at Point 11 of Section | of Annex Il of the Regulation.?™

282. There is no evidence that the PSI’s senior management have taken all the necessary
measures to prevent the infringement. The Board therefore finds that this mitigating factor
is not applicable.

Annex IV, Point Il. 3. If the credit rating agency has brought quickly, effectively, and completely
the infringement to ESMA’s attention, a coefficient of 0,4 shall apply.

214 Exhibit 21, PSI's Response to the 110’s RFI, Tranche 2, p. 10.
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The Board refers to its analysis set out in Section 4.1.4.3 above.

There is no evidence to suggest that the PSI brought this infringement to the attention of
ESMA. On the contrary, it was through the investigation by ESMA Supervisors that the
matter was discovered.

Therefore, this mitigating factor is not applicable.

Annex |V, Point Il. 4. If the credit rating agency has voluntarily taken measures to ensure that

similar infringement cannot be committed in the future, a coefficient of 0,6 shall apply.

286.

287.

288.

289.

As outlined in Section 4.1.4.3 above, the Board notes the PSI’s extensive global
remediation project, which according to the PSI, reduced significantly the likelihood of the
identified infringements recurring.

In addition, regarding the revision of the relevant policies and procedures, the PSI further
stated that “Moody’s Ratings developed new policies to govern its existing ERP Reporting
processes (i.e., the “Legacy” RADAR reporting feed). In order to monitor errors in its ERP
Reporting, these policies require the sending of email notifications both (a) following each
submission attempt, and (b) on receipt of feedback files from ESMA” 215

Hence, the submission of data to ESMA is governed by the RADAR Feed standard
operating procedure?'® (“the Legacy RADAR Feed SOP”) and the feedback files received
from ESMA are governed by ‘RADAR Feed — Rejection Errors Monitoring & Resolutions’
standard operating procedure ?'” (the “Legacy Rejection Error SOP”). Both the
submission of data and the monitoring and resolution of errors received from ESMA in
the Route 1 feed are governed by the Route 1 RADAR Feed SOP 2'8 which also “requires
that automated emails are to be sent to: (a) acknowledge receipt of the ESMA feedback
file, and (b) escalate to the RRR Squad?'® Lead and Route 1 RADAR Feed SOP report
owner?? if the ESMA feedback file has not been received by 9 am ET the following
day."2?"

The Board notes that the PSI outlined that as of September 2025, all RADAR reporting
is handled through the Route 1 RADAR reporting feed.??? The PSI specifically referenced
that the submission of data and the monitoring and resolution of errors received from
ESMA in the Route 1 feed are now governed by the Route 1 RADAR Feed Standard
Operating Procedure (SOP).2%

215 Exhibit 6, PSI's Response to the 110’s RFI, Tranche 1, p. 15.

216 Exhibit 33, ESMA0553.

217 Exhibit 34, ESMA0554.

218 Exhibit 35, ESMA0556.

219 The individuals responsible for the coding of the Route 1 RADAR feed.

220 The business owner for the feeds and responsible for the end-to-end process to deliver the feeds.

221 Exhibit 6, PSI's Response to the 110’s RFI, Tranche 1, p. 15-16.

222 Exhibit 56, PSI's Response to the 110’s initial Statement of Findings, p. 10 and Exhibit 58, 2025.09.22. I10-CRA-2024.12.16.
223 Exhibit 56, PSI's Response to the 11O’s initial Statement of Findings, p. 25. See also Exhibit 6, PSI's Response to the 110’s RFI,
Tranche 1, 17 April 2025.
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Additionally, the PSI provided that it “implemented updated policies and procedures in
relation to RADAR reporting which are already operational. [...] therefore [...] as a matter
of fact, Infringement 3 (Policies) has been remediated”.?*

Further, the PSI argued that it “accept[s] that if a CRA has not taken measures to ensure
that a similar infringement cannot be committed in the future, the relevant mitigating factor
in Point 11.4 will likely not apply; however, here the position is the opposite [...], the
extensive remediation project undertaken and completed by [the PSI] will in fact prevent
similar infringements from being committed in future, such that the relevant mitigating
factor should be applied”. ?° Finally, the PSI submitted that “the very significant
remediation process it has undertaken in relation to the RADAR reporting process will
prevent similar infringements from being committed in future (i.e., the new regulatory
reporting system and governance will ensure that any errors are identified and
remediated without undue delay). The mitigating factor in Point 11.4 should therefore also
be applied in respect of [...] Infringement 3 (Policies) [...]".4'"

The Board thus finds that this should ensure that similar infringements of Point 11 of
Section | of Annex Il of the Regulation cannot be committed in the future.

If the measures were taken voluntarily, this would imply that the mitigating factor under
Annex IV, Point 11.4. to the Regulation would be applicable.

There is no definition of what “voluntarily” (“de son plein gré” in the French version of the
Regulation) means in the context of this mitigating factor. Nevertheless, there are clear-
cut examples: a CRA has voluntarily taken measures when it has taken them
spontaneously without any solicitation from its supervisor. It is also obvious that when
there is a specific obligation to take these measures, they were not taken voluntarily. The
situation is to a certain extent less clear-cut when the CRA takes measures only after
several requests and interactions with its supervisor aiming at ensuring that the said
measures are implemented by the CRA: for example, through an action plan defined and
monitored by the supervisor.?8

In this case, the PSI was not under any compulsion (such as, for example, in light of an
ESMA decision) to take the measures outlined above to ensure that similar infringements
cannot be committed in the future, and the PSI have done so voluntarily.

Therefore, this mitigating factor is applicable.

224 Exhibit 56, PSI’'s Response to the 110’s initial Statement of Findings, p. 25.

225 Exhibit 56, PSI’'s Response to the 110’s initial Statement of Findings, p. 8.

226 See for instance paragraph 141 of the Decision of 22 March 2024 of the Board of Supervisors to adopt supervisory measures
and impose fines in respect of infringements committed by Scope Ratings GmbH, available at: ESMA43-1868696574-770
Decision to adopt supervisory measures and impose fines in respect of infringements committed by Scope Ratings GmbH.
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4.3.4.4 Determination of the adjusted fine

297. In accordance with Article 36a(3) of the Regulation, taking into account the applicable
aggravating and mitigating factors, the basic amount of EUR 750,000 must be adjusted
as follows.

298. The difference between the basic amount and the amount resulting from the application
of each individual coefficient linked to the factors set out in Annex IV is added to the basic
amount in the case of the aggravating factors and subtracted from the basic amount in
the case of the mitigating factors:

Aggravating factor set out in Annex IV, Point I. 2:

EUR 750,000 x 1.5 = EUR 1,125,000
EUR 1,125,000 — EUR 750,000 = 375,000

Mitigating factor set out in Annex IV, Point Il. 4:

EUR 750,000 x 0.6 = EUR 450,000
EUR 750,000 — EUR 450,000 = EUR 300,000

Adjusted fine taking into account applicable aggravating and mitigating factors:

EUR 750,000 + EUR 375,000 — EUR 300,000 = EUR 825,000
299. Consequently, following adjustment by taking into account the applicable aggravating and

mitigating factors, the amount of the fine to be imposed on the PSI for the infringement at
Point 11 of Section | of Annex Il of the Regulation amounts to EUR 825,000.

4.3.4.5 Maximum cap of the fine and disgorgement of profits

300. As set out in Section 4.1.4.5 above, the Board assessed whether the PSI has directly or
indirectly benefited financially from the infringement and, if this is not the case, whether
the maximum cap of 20% of the annual turnover of the CRA has been exceeded.

301. There is no evidence to suggest that the PSI benefited directly or indirectly from the
infringement. The maximum cap is not reached in this case.

4.3.5 Supervisory measure

302. Regard must be had to paragraphs 1 and 2 of Article 24 of the Regulation.
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303. Given the factual findings in this case and in particular the PSI’s implementation of the
Standard Operating Procedures (SOPs)?%’, as part of its global, multi-phase project
transforming the PSI’s regulatory reporting systems that completed in September 2025
and which, according to the PSI, significantly reduced the likelihood of the identified
infringements recurring, only the supervisory measure set out in Article 24(1)(e) of the
Regulation may be considered appropriate with regard to the nature and the seriousness
of the infringement.

304. The Board thus finds that a public notice must be issued.

4.4 Analysis of the infringement at Point 12 of Section | of Annex lli
of the Regulation concerning internal control mechanisms

305. This section of the decision analyses whether the PSI breached the following requirement
regarding internal control mechanisms:

“A credit rating agency shall take all necessary steps to ensure that the issuing of a credit
rating or a rating outlook is not affected by any existing or potential conflicts of interest or
business relationship involving the credit rating agency issuing the credit rating or the
rating outlook, its shareholders, managers, rating analysts, employees or any other
natural person whose services are placed at the disposal or under the control of the credit
rating agency, or any person directly or indirectly linked to it by control” (Article 6(1) of the
Regulation).

“In order to ensure compliance with paragraph 1, a credit rating agency shall comply with
the requirements set out in Sections A and B of Annex I” (Article 6(2) of the Regulation).

“A credit rating agency shall have sound administrative and accounting procedures,
internal control mechanisms, effective procedures for risk assessment, and effective
control and safeguard arrangements for information processing systems.?28

306. Those internal control mechanisms shall be designed to secure compliance with
decisions and procedures at all levels of the credit rating agency.

307. A credit rating agency shall implement and maintain decision-making procedures and
organisational structures which clearly and in a documented manner specify reporting
lines and allocate functions and responsibilities” (Point 4 of Section A of Annex | of the
Regulation).

227 Exhibit 33, ESMA0553 and Exhibit 34, ESMA0554.

228 This provision at Point 4 of Section A of Annex | of the Regulation was amended following the entry into force of Regulation
(EU) 2022/2554 of the European Parliament and of the Council of 14 December 2022 on digital operational resilience for the
financial sector (‘DORA”). However, this legislative change does not affect the present case, as the provision reproduced herein
is the one applicable at the time of the facts.
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If this requirement is not met, this would constitute the infringement set out at Point 12 of
Section | of Annex Il of the Regulation:

“The credit rating agency infringes Article 6(2), in conjunction with point 4 of Section A of
Annex |, by not having sound administrative or accounting procedures, internal control
mechanisms, effective procedures for risk assessment, or effective control or safeguard
arrangements for information processing systems or by not implementing or maintaining
decision-making procedures or organisational structures as required by that point"?2°

The issue at stake is whether the PSI has breached its obligation under Article 6(2), in
conjunction with Point 4 of Section A of Annex | of the Regulation to have internal control
mechanisms to ensure that it complies with the ERP and CEREP reporting obligations.

As described in more detail in Section 2 above, the PSI had in place specific internal
control mechanisms to ensure compliance with its reporting requirements.

However, as detailed below, the PSI’s internal control mechanisms were inadequate in a
number of ways.

4.4.1 Analysis of the relevant provisions of the Regulation

312.

313.

314.

Article 6(2) of the Regulation, in conjunction with Point 4 of Section A of Annex | of the
Regulation, sets out the organisational requirements imposed on CRAs, and requires that
a CRA’s internal control mechanisms shall be designed to secure compliance with
decisions and procedures at all levels of the CRA.

Therefore, a CRA is required to (1) put in place a framework which is capable of attaining
its purpose, i.e., of identifying and preventing non-compliant conduct, and (2) implement
and maintain this framework. More specifically and in the case at stake, the PSI is
required to have internal control mechanisms to, inter alia, secure compliance with the
reporting requirements.

Moreover, ESMA issued Guidelines on Internal Control for CRAs?% applicable from 1 July
2021. They concern matters relating to the internal control structure and mechanisms
necessary to ensure a CRA’s effective compliance with Article 6(1)(2) and (4) and Section
A of Annex | of the Regulation. Therefore, the PSI must make every effort to comply with
these Guidelines as of 1 July 2021. The said Guidelines on Internal Control for CRAs
have been taken into account in this assessment insofar as they relate to facts and
practices occurring on or after 1 July 2021.

229 This provision at Point 12 of Section A of Annex | of the Regulation was amended following the entry into force of Regulation
(EU) 2022/2554 of the European Parliament and of the Council of 14 December 2022 on digital operational resilience for the
financial sector (‘DORA”). However, this legislative change does not affect the present case, as the provision reproduced herein
is the one applicable at the time of the facts.

20 Supervisory Report, Exhibit 139, Guidelines on Internal Control for CRAs (ESMA33-9-371), dated 10 March 2021. According
to section 4.1 of the Guidelines, they are “issued pursuant to Article 16 of the ESMA Regulation. In accordance with the [ESMA]
Regulation, a CRA must make every effort to comply with the guidelines”.
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315. As outlined in Section 4.3, concluding that the requirements set out in Section A of Annex
| of the Regulation do not concern only conflicts of interest is also relevant for the
infringement at Point 12 of Section | of Annex Il of the Regulation as the requirement for
a CRA to have sound internal controls must be interpreted by considering the context of
the relevant provisions and the objectives pursued by the requirement and the Regulation
as a whole.

4.4.2 Application to the instant case

316. According to the Regulation, a CRA is obliged to have in place internal control
mechanisms designed to secure compliance with decisions and procedures at all levels
of that CRA. The PSI had internal control mechanisms to ensure compliance with its
reporting obligations. These were deficient but also implemented in an inadequate way.
These deficiencies concern the control activities themselves, and the procedures for risk
assessment, which are also covered by Point 4 of Section A of Annex | of the Regulation.
This forms the basis of the internal control infringement.

4.4.21 Deficiencies in control activities

317. A CRA’s internal control mechanisms must clearly identify the type of control activities to
be carried out and the persons responsible for these control activities. The rules, roles
and control activities set out in the internal control mechanisms must also ensure that
they are implemented in practice. On those two aspects, there were substantial
shortcomings because of an inadequate identification by the PSI of the control activities
and / or persons in charge, and / or inadequate implementation.

318. As already mentioned in Section 2, the PSI’s reporting process was dependent on the
RADAR feedback files’ analysis to identify the errors in the ratings submitted and correct
them.?3" Without the feedback files, the PSI could not correct the submissions errors.

319. However, the process to manage feedback files was limited to downloading and storing
the files.?% It did not include relevant steps to assimilate this feedback information, correct
the errors and resubmit the relevant data.?®® It did not include a procedure for retaining
the feedback files either, as the PSI believed that this was not required?**, contrary to the

231 Exhibit 1, Supervisory Report, p. 35, Supervisory Report, Exhibit 25, Moody's Ratings - Tranche 2 Response to ESMA
Information Request dated 15.01.2024, p. 3, Supervisory Report, Exhibit 91, RE_ Comment added to Incident INC0014724, the
PSI requesting data information from ESMA to perform a reconciliation with its own records (messages between 30 April 2024
and 07 May 2024) and Supervisory Report, Exhibit 92, RE_ Moody's Ratings RADAR Reporting RFI - Follow Up Questions to
Tranche 1 Response, the PSI requesting assistance to ESMA Supervisors to obtain a RADAR extract from the ESMA side, dated
07 May 2024.

232 Exhibit 1, Supervisory Report, p. 35 and Supervisory Report, Exhibit 32, Moody's Response to ESMA's further request (7 May
2024), p. 3.

233 Exhibit 1, Supervisory Report, p. 35.

234 Supervisory Report, Exhibit 85, ESMA0348.
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provisions of Article 13 of the Delegated Regulation.?*®* ESMA Supervisors stated that the
PSI “still needs ESMA to provide data extractions from the ERP to be able to reconcile
its own rating data records with the data on the ERP and correct the latter where
necessary”.?%

320. Further, some of the requirements included in the PSI’s core documents (as analysed in
Section 2), which could have been acted as safeguards or controls, were not
implemented.

321. First, the initial design for the ERP reporting process required that the proper sequencing
of the submissions should be controlled. The FRD stipulated that the quantitative report
should not be submitted if the submission of the qualitative report had failed.?*” The PSI
acknowledged that this requirement was never built and explained that in practice, when
the submission of the qualitative report through RADAR failed, the submission of the
quantitative report still went forward, thus producing a large number of errors because of
the missing qualitative data.?3® Therefore, the proper sequencing of qualitative and
quantitative reports has not been implemented and there was no control mechanism to
ensure that the quantitative report is not submitted if the submission of the qualitative
report had failed.

322. Second, for each reporting data successfully submitted through RADAR, the documented
requirements foresaw the development of a recording system to track the submitted
ratings (Activity log).2*® The information to be stored should have included the rating date,
the submission date,?*’the status of the submission,?*' and any response codes from
ESMA.2*2 This log was meant to enable the PSI to track submissions effectively and track
when a specific rating data had been reported to ESMA. However, this requirement was
not properly implemented, and this created gaps in the system tracking the ratings’

25 Exhibit 1, Supervisory Report, p. 35.

236 Exhibit 1, Supervisory Report, p. 35, Supervisory Report, Exhibit 93, RE_ RADAR Submission Feedback - email, Email from
ESMA Supervisors to the PSI with a Tresorit link to the RADAR extracted data, dated 08 May 2024 and Supervisory Report,
Exhibit 94, RE_ RADAR Submission Feedback — link, Tresorit link shared by ESMA Supervisors with the data for the reconciliation,
dated 08 May 2024.

237 Exhibit 1, Supervisory Report, p. 35 and Supervisory Report, Exhibit 103, ESMA0002, ERP - Functional Requirements
Document, dated 06 May 2015, functional requirement #FR-10.1, p. 64.

28 Exhibit 1, Supervisory Report, p. 35 and Supervisory Report, Exhibit 23, Moody's - Response to ESMA Information Request
dated 15.01.2024 - strictly confidential, p. 8.

239 Exhibit 1, Supervisory Report, p. 35, Supervisory Report, Exhibit 103, ESMA0002, ERP - Functional Requirements Document,
dated 06 May 2015, functional requirement #FR-12, p. 64 and Supervisory Report, Exhibit 102, ESMA0001, Business
Requirements Document as of 23 January 2015, p. 24.

240 Exhibit 1, Supervisory Report, p. 35 and Supervisory Report, Exhibit 102, ESMAQ001, Business Requirements Document as
of 23 January 2015, p. 24.

241 Exhibit 1, Supervisory Report, p. 35, Supervisory Report, Exhibit 103. ESMA0002, ERP - Functional Requirements Document,
dated 06 May 2015, functional requirement #FR-12, p. 64, and Supervisory Report, Exhibit 102, ESMA0001, Business
Requirements Document as of 23 January 2015, p. 24.

242 Exhibit 1, Supervisory Report, p. 35 and Supervisory Report, Exhibit 102, ESMA0001, Business Requirements Document as
of 23 January 2015, p. 24.

59



1 ESMA

European Securities and Markets Authority

submission history.?*® This prevented the PSI from knowing the submission status?** of
ratings over time and from identifying which ratings were to be remediated. It also
prevented the PSI to track the duration of the errors in RADAR. Therefore, the Activity
log, which aimed at tracking submissions effectively has not been implemented. Due to
this shortcoming, the PSI was not able to create submission history with all the relevant
data and was not able to identify errors in RADAR (which were caused by inter alia, lack
of control over qualitative and quantitative submissions).

323. Third, regarding the automatic notification emails, as described above in Section 2, they
were never implemented. Compliance and Data Governance Teams, even though
involved in the development and drafting of the ERP reporting system requirements, did
not escalate this matter and did not react to the fact that the notification emails
functionality was not operating as intended.?*®

324. Moreover, the PSI admitted that “in practice, this process was not systematically followed
for either the QUANT or the QUAL Report submissions and it was not replaced with an
alternative process. Given the passage of time, and because many of those involved
have now left the business, Moody’s Ratings is not now able to confirm why this process
was not implemented” 246

325. Further, with regard to the proper allocation of staff to the internal control mechanisms,
the PSI acknowledged that due to the intended automation of the process, the process
had not been allocated to specific individual or team?¥’, and that operation and oversight
of the ERP reporting process was “shared across a number of teams”.?8 Until 2019, Data
Governance had been in charge of the PSI’s ERP reporting process, including the error
resolution process.?*® In 2019, the responsibility was transferred to MIST.?® ESMA
Supervisors stated that “there is no information available in relation to this transfer of
responsibility, but in 2022 MIS still did not have an error resolution process in place, and
no team or individual was clearly identified as responsible for it”.2%!

326. Moreover, Data Governance team decided around 2017 to stop processing the feedback
files generated by RADAR.?%2 Compliance only learned of this decision not to comply with

243 Exhibit 1, Supervisory Report, p. 35. As expressed by MIST to Compliance in August 2022 (Supervisory Report, Exhibit 112,
ESMAO0345 and Supervisory Report, Exhibit 113, ESMA0346) and then shared with the PSI's Head of EMEA (Supervisory Report,
Exhibit 84, ESMA0347 and Supervisory Report, Exhibit 85, ESMA0348), “the log files do not fully track the detail of all subsequent
submission activity. When the code was originally developed over 5 years ago, it was not a requirement for that level of detail, so
it was not coded in such a way.” Yet the rating date and the submission date were part of the original requirements of this activity
log, which should allow the tracking by the PSI of the duration of the different errors in RADAR.

244 Supervisory Report, Exhibit 102, ESMA0001, Business Requirements Document as of 23 January 2015, p. 24.

245 Exhibit 1, Supervisory Report, p. 36.

246 Exhibit 6, PSI's Response to the [10’s RFI, Tranche 1, p. 14.

247 Exhibit 1, Supervisory Report, p. 37.

248 Exhibit 1, Supervisory Report, p. 37 and Supervisory Report, Exhibit 23, Moody's - Response to ESMA Information Request
dated 15.01.2024 - strictly confidential, p. 5.

249 Exhibit 1, Supervisory Report, p. 37.

250 Exhibit 1, Supervisory Report, p. 37 and Supervisory Report, Exhibit 54, ESMA0414, p. 4.

251 Exhibit 1, Supervisory Report, p. 37.

252 Exhibit 1, Supervisory Report, p. 37, Supervisory Report, Exhibit 53, ESMA0025 and Supervisory Report, Exhibit 55,
ESMAO0026.
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a regulatory obligation in October 2019 (two years later).?°®* ESMA Supervisors stated
that “it is unclear if this decision was known by the rest of the organisation”.?%*

327. In relation to internal audit, none of the PSI’s internal control functions did a review of the
PSI's ERP reporting process following its implementation.?%® For nearly three years (i.e.
first quarter of 2016 - October 2019)2%, there were no internal control activities performed
on this new process, not until the PSI’s internal audit function’s first audit in 2019. Internal
audit then performed a follow-up remediation audit in 2020%%” and an internal audit on the
PSI’s regulatory reporting in 2022.2%8 All these audits were documented in the form of
reports or memo.?%®

4 .4.2.2 Deficiencies in procedures for risk assessment

328. By way of background, between 2019 and October 2023, the PSI's Risk Management
and the internal audit function, was the responsibility of one person, in charge of the
internal audit function in his role as Chief Audit Officer and of Risk Management within
the Moody’s Group.?®® These roles were separate.?"

329. The PSI’s Chief Risk Officer was appointed in November 2020.26> The PSI outlined that
he “is responsible for the dedicated Risk Management function established for the [PSI’s]
business and with an entirely separate reporting line from the MCO level Internal Audit
function. [...]in October 2023, separate and independent reporting lines were established
at the MCO level for the Internal Audit and central Risk functions.”?%3

330. The Chief Audit Officer started developing and enhancing the PSI’s risk culture upon
taking on these responsibilities (including formalising roles, responsibilities and risk
ownership) as well as revising risk identification and risk assessment processes.?*

331. On 5 December 2019, the 2019 internal audit report?®® was presented to the PSI’s
Supervisory Board, with an Audit Opinion of “Needs Improvement” in relation to, inter alia,

253 Exhibit 1, Supervisory Report, p. 37 and Supervisory Report, Exhibit 53, ESMA0025.

254 Exhibit 1, Supervisory Report, p. 37.

255 Exhibit 1, Supervisory Report, p. 39.

2% Exhibit 1, Supervisory Report, p. 39.

257 Exhibit 1, Supervisory Report, p. 39 and Supervisory Report, Exhibit 125, ESMA0459.

258 Exhibit 1, Supervisory Report, p. 39 and Supervisory Report, Exhibit 71, ESMA0462.

259 Supervisory Report, Exhibit 54, ESMA0414, Supervisory Report, Exhibit 125, ESMA0459, and Supervisory Report, Exhibit 71,
ESMA0462.

260 Exhibit 1, Supervisory Report, p. 39 and Exhibit 56, PSI’s Response to the 110’s initial Statement of Findings, p. 27.

%1 Exhibit 56, PSI's Response to the 110’s initial Statement of Findings, p. 28.

262 Exhibit 1, Supervisory Report, p. 39 and Supervisory Report, Exhibit 23, Moody's - Response to ESMA Information Request
dated 15.01.2024 - strictly confidential, p. 16.

23 Exhibit 56, PSI's Response to the 110’s initial Statement of Findings, p. 28.

264 Supervisory Report, Exhibit 126, ESMA0507, p. 216-217, 261-262 and 302.

25 The evaluation focused on: “people” (control owner’s responsibilities, accountability, and governance); “policy and process”
(processes and controls supporting policies and procedures); “technology” (use of technology to support processes and controls);
and “monitoring” (process evaluation against management’s objectives and risks). Supervisory Report, Exhibit 54, ESMA0414, p.
1.
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“European Rating Platform Daily Submissions”.?%® The report concluded that the PSI
“[does] not have a process for managing errors identified by MIS during the data
submission process to ERP or errors identified by ESMA during publication of the data.
As a result, management has not resolved any errors for the last two years and is in the
process of quantifying the number of records that need to be resolved”.?” Moreover, in
relation to the risk management maturity, the audit concluded that overall the risk
management process for ERP daily submissions process is considered “Developing”:
“the criteria for daily submissions has been defined and processes have been formalized.
However, processes for error resolution were not defined, management had stopped
performing error resolution processes for the last two years and did not notify relevant
stakeholders (e.g. Compliance) or escalate for risk acceptance. Management can
improve its risk management through addressing the agreed action items”.?%® More
specifically, the risk management maturity indicated: in relation to “People”: “Basic
understanding of roles and responsibilities; mistakes and misses are not proactively
communicated”; in relation to “Policy and Process”: “Policies and procedures are not
formalized or out-of-date”; in relation to “Technology”: “High reliance on manual
processes”; and in relation to “Monitoring”: Process effectiveness and objectives are not
monitored”.?®° Finally, the report clearly indicated that when submission errors are not
addressed timely, this results in incomplete and inaccurate data submitted to ESMA,
which in turn may result in a breach of regulatory requirements to submit ratings data to
the ERP?° and provided for an action plan to (1) develop a plan to address the backlog
of submissions errors and assess impact on regulatory obligations, and (2) develop an
error resolution process, that includes identification of root causes of submission
errors.?’! Therefore, the PSI| was aware of the possible issue of lack of compliance with
regulatory requirements already in 2019.

332. Further, as part of this audit, the internal audit team produced an internal audit Risk
Control Matrix (RCM) 22, which listed ten?’® main risks the internal audit team had
identified in the ERP daily submission process (classified by “Low”, “Medium” and “High”
risk level) related to “process governance and oversight”, “data completeness and

accuracy”, “monitoring of submissions” and “general IT system controls”. The risk entitled

26 Supervisory Report, Exhibit 126, ESMA0507, p. 13 and Supervisory Report, Exhibit 54, ESMA0414, p. 1.

27 Supervisory Report, Exhibit 54, ESMA0414, p. 1.

268 Supervisory Report, Exhibit 54, ESMA0414, p. 1.

29 Supervisory Report, Exhibit 54, ESMA0414, p. 8.

270 Supervisory Report, Exhibit 54, ESMAQ414, p. 4.

271 Supervisory Report, Exhibit 54, ESMA0414, p. 5.

272 Supervisory Report, Exhibit 127, ESMA0433.

273 Roles and responsibilities are not defined with end to end ownership; Lack of requirements and process documentation; Data
submitted to ESMA is not complete or does not include the right scope of data; Transformations applied to the data result in data
that is incorrect or not in accordance with ESMA's requirements; Data sources that are non-production do not have controls in
place that ensures the data source is complete and accurate; Data submissions are not submitted in the frequency in accordance
to ESMA's requirements (e.g. daily/monthly); Automated jobs that provide the submission do not run and submissions are not
made; Moody's does not address ESMA's feedback on files processed in a timely manner; Changes to the ERP system and
components responsible for data submissions are not made in accordance to change management standards; Credentials used
for ETL jobs are not managed or are not secure.
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“Data sources that are non-production do not have controls in place that ensures the data
source is complete and accurate” had been marked as “High”.?’* As stated by ESMA
Supervisors, “prior to the RCM, there had been no demonstrated risk assessment of the
ERP reporting process”.?’”> Therefore, only in 2019 (three years after the requirement
entered into force), the risks associated with the ERP reporting process were identified
and assessed.

On this point, the PSI argued that “[tlhe RADAR reporting process was implemented in
2015 and first included in an Internal Audit plan in 2019. It is standard practice for a
process to be established, enter into operation and run before it is audited so that real-
world observations can be made. During the risk assessment processes prior to 2019,
the RADAR reporting process was not evaluated as the highest priority area for inclusion
in the annual audit plan based on assessed risk factors. In 2019, the RADAR reporting
process having been established and entered into operation, and having run for a period
of time that allowed for assurance of real-world data, it was identified as a high-priority
item during the annual risk assessment and therefore included in the 2019 Audit Plan”.?7®

Moreover, the RCM listed testing procedures performed for each identified risk. However,
they were not sufficient to ensure that these risks would have been remediated. For
instance, for the risk that roles and responsibilities may not be clearly defined with end-
to-end ownership, the internal audit’s test was to confirm directly with the relevant teams
what their responsibilities were. The type of testing conducted by the internal audit team
was, through inquiry, to understand the roles and responsibilities of relevant teams
involved in the process. 27 However, the internal audit did not check if those
responsibilities had been clearly defined in the process documents and such a test did
not take into consideration the high turnover of employees within MIST?78 and the fact
that most of the tasks were outsourced.?”®

In 2020, the internal audit team conducted a remediation audit?®® to review the
implementation of the 2019 internal audit action plan. The internal audit reviewed the
procedure to process the backlog of errors accumulated before the 2019 internal audit,
presenting it as “a daily scrum to go over cumulative statistics of the ERP Daily
submission errors. These errors include the population of transactions that did not make
it to ESMA and also the population of errors which ESMA received but provided an error
in the feedback file”.2!

274 As the only one. Supervisory Report, Exhibit 127, ESMA0433.

275 Exhibit 1, Supervisory Report, p. 39.

278 Exhibit 56, PSI’'s Response to the 110’s initial Statement of Findings, p. 30.

277 Exhibit 1, Supervisory Report, p. 39 and Supervisory Report, Exhibit 127, ESMA0433.

278 Exhibit 1, Supervisory Report, p. 39-40 and Supervisory Report, Exhibit 114, ESMA0005.

279 Exhibit 1, Supervisory Report, p. 40, Supervisory Report, Exhibit 128, ESMA0506, p. 66, “insourcing underway” and
Supervisory Report, Exhibit 124, ESMA0509, p. 96, in 2019 80% MIST staff was outsourced.

280 Supervisory Report, Exhibit 125, ESMAQ0459.

281 Supervisory Report, Exhibit 58, ESMA0460, p. 2.
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However, overall, the 2022 internal audit reports that “review of the governance and
control environment of MIS Regulatory Reporting processes resulted in an audit opinion
of Unsatisfactory. During the course of IA’s reviews, MIST noted the need to improve
overall governance and remediate historical control gaps supporting regulatory reporting
processes. Legacy reports have been developed inconsistently using disparate
technology processes and different developers over a number of years resulting in
realized risks, most recently, related to issues in ESMA and FCA ratings data
submissions identified by regulators”.?®2 Importantly, the risk related to the lack of clearly
defined roles and responsibilities was evaluated as “Medium” in 2019, while it was
identified as one of the reasons behind the “Unsatisfactory” internal audit report in
2022.%83

The PSI argued that “[the] process [for reviewing the RADAR reporting process] was
entirely proper and in accordance with expectations of a competent Internal Audit
function. Importantly, and contrary to the suggestions [...] of the SoF, Internal Audit’s role
is not to determine from the outset which issues are failing in a process prior to
undertaking a review, but rather to identify which issues are most likely to cause a process
failing, based on its experience and judgement and to review those likely to have the most
impact. If ESMA suggests [...] that Internal Audit ought to have undertaken a continuing
assessment in relation to RADAR reporting, then that suggestion is respectfully rejected.
Such a suggestion would mischaracterise what an Internal Audit function in any
organisation should be expected to do and would conflate the first and third lines of
defence in a way that would create a detrimental precedent. Therefore, the suggestion
[...] that the fact that the finding in the 2022 Internal Audit Report that a lack of clearly
defined roles and responsibilities was one of the reasons behind the ‘Unsatisfactory’
rating in that report somehow indicates that the work that Internal Audit did in the
preceding years was deficient is incorrect and is respectfully rejected, particularly since,
as set out above, Internal Audit did in fact consider roles and responsibilities in the course
of the 2019 Internal Audit review, as explained above.”?®* The Board notes that the PSI’s
arguments focus on procedural standards of the ‘Third Line of Defence’ (Internal Audit)
and do not include the failures to implement an effective internal control environment.
The Board notes that the fact that the risk regarding ‘roles and responsibilities’ escalated
from a ‘Medium’ rating in 2019 to an ‘Unsatisfactory’ rating in 2022 serves as objective
evidence that the underlying control mechanism was ineffective.

The Board also notes that the 2022 audit highlighted historical control gaps and legacy
reports developed inconsistently, confirming that these were not new risks, but present
failures that remained unchanged. Ultimately, the Board considers that an internal control
mechanism that fails to remediate known risks does not satisfy the requirement of

282 Supervisory Report, Exhibit 71, ESMA0462, p. 1.
283 Supervisory Report, Exhibit 71, ESMA0462, p. 1.
284 Exhibit 56, PSI’'s Response to the 110’s initial Statement of Findings, p. 30.
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securing compliance as mandated by the Regulation to have sound internal control
mechanisms in place. In addition, as stated above, even if risks have been identified, the
PSI’s testing procedures performed for identified risks were not sufficient to ensure that
these risks would be addressed.

Finally, other failures in control activities were mentioned in this decision, such as the
non-implementation of sequencing controls, the abandonment of feedback file
processing, and the failure to build required activity logs, which the Board does not repeat
here.

The PSI stated that it “accepts the Board of Supervisors’ findings set out in the [initial
statement of findings notified to it]."2%

Therefore, the Board finds that the PSI’s internal control mechanisms and procedures for
risk assessment were deficient. In light of the above, the Board considers that, by not
implementing compliant internal control mechanisms and by not having adequate
procedures for risk assessment, the PSI failed to comply with Point 4 of Section A of
Annex | of the Regulation. This constitutes the infringement set out at Point 12 of Section
| of Annex Il of the Regulation.

4.4.3 Intent or negligence

342.

343.

344.

The Board takes note of Article 36a(1) of the Regulation as cited and explained in Section
4.1.3 above.

The Board considers that the factual background as set out in this decision does not
establish that there are objective factors which demonstrate that the PSI, its employees
or senior managers acted deliberately to commit the infringement.

It should therefore be assessed whether the PSI acted with negligence.

4.4.3.1 Assessment of negligence

345.

346.

Concerning Point 12 of Section | of Annex Il of the Regulation, a CRA that is normally
informed and sufficiently attentive would have foreseen that there were several significant
shortcomings affecting the control activities and the risk assessment procedures.

In particular, taking into account the duty to take special care, a person who is normally
informed and sufficiently attentive would have understood that there were significant
shortcomings in the core control mechanisms foreseen in the documentation, such as
sequencing of qualitative and quantitative submissions, activity logs, and notification
emails which were never implemented, while other safeguards, such as the analysis of
RADAR feedback files, were discontinued without replacement. These decisions were

25 Response to the Board'’s initial Statement of Findings, p. 1.
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not escalated or corrected for a number of years, even though they directly undermined
the reliability of ERP reporting. Responsibilities for the process were left unclear and
spread across several teams, on the assumption that automation would suffice, leaving
the reporting chain effectively deficient.

Moreover, internal oversight functions repeatedly signalled weaknesses. In 2019, Internal
Audit concluded that the PSI had no error resolution process and had left thousands of
errors uncorrected for two years, yet remedial action was not promptly taken. A further
“Unsatisfactory” audit opinion was issued in 2022, again highlighting governance failures.
These findings show that senior management was on notice of serious control
deficiencies but failed to address them in a timely manner. Taken together, these facts
demonstrate negligence: the PSI did not take the special care expected of a CRA to
anticipate and prevent foreseeable consequences of inadequate controls.

Overall, on the basis of the elements described above, the Board considers that the PSI
failed to take the special care expected of a CRA. As a professional firm in the financial
services sector subject to stringent regulatory requirements, the PSI is required to take
special care in assessing the risks that its acts or omissions entail, and has failed to take
that care; and as the result of that failure, it has not foreseen the consequences of its acts
or omissions, including particularly the infringement of the Regulation, in circumstances
where a CRA in such a position that is normally informed and sufficiently attentive could
not have failed to foresee those consequences.

Therefore, it is considered that the PS| was negligent when committing the infringement
of Point 12 of Section | of Annex Il of the Regulation.

444 Fine

4441 Basic amount

350.

Article 36a of the Regulation provides in paragraph 2 as follows:

“The basic amount of the fines referred to in paragraph 1 shall be included within the
following limits: (a) for the infringements referred to in points 1 to 5, 11 to 15, 19, 20, 23,
26a to 26d, 28, 30, 32, 33, 35, 41, 43, 50, 51 and 55 to 62 of Section | of Annex lll, the
fines shall amount to at least EUR 500,000 and shall not exceed EUR 750,000, [...]

In order to decide whether the basic amount of the fines should be set at the lower, middle
or higher end of the limits set out in the first subparagraph, ESMA shall have regard to the
annual turnover in the preceding business year of the credit rating agency concerned. The
basic amount shall be at the lower end of the limit for credit rating agencies whose annual
turnover is below EUR 10 million, the middle of the limit for the credit rating agencies
whose annual turnover is between EUR 10 and 50 million and the higher end of the limit
for the credit rating agencies whose annual turnover is higher than EUR 50 million”.
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351. It has been established that the PSI committed the infringement set out at Point 12 of
Section | of Annex Ill of the Regulation, by not having sound internal control mechanisms
to ensure compliance with Point 4 of Section A of Annex | of the Regulation.

352. To determine the basic amount of the fine, the Board has regard to the PSI’'s annual
turnover in the financial year ending 31 December 2025.2%

353. In 2025, the PSI had a turnover of EUR [185-190] million.27

354. Thus, the basic amount of the fine for the PSI regarding the infringement listed in Point
12 of Section | of Annex Ill of the Regulation is set at the higher end of the limit of the fine
set out in Article 36a(2) of the Regulation and shall not exceed EUR 750,000.

4.4.4.2 Aggravating factors

355. The applicable aggravating factor listed in Annex IV to the Regulation is set out below.

Annex IV, Point I. 2. If the infringement has been committed for more than six months, a
coefficient of 1,5 shall apply.

356. The infringement was committed for more than six months. The deficiencies in the PSI’'s
internal control mechanisms were evident over a number of years.

357. This aggravating factor is thus applicable.

4.4.4.3 Mitigating factors

358. Annex IV of the Regulation lists the mitigating factors to be taken into consideration for
the adjustment of the fine. Their application is assessed below.

Annex IV, Point Il. 1. If the infringement relates to a breach listed in Section Il or Il of Annex
11l and has been committed for fewer than 10 working days, a coefficient of 0,9 shall apply.

359. This mitigating factor is not applicable; the infringement at Point 12 is listed in Section |
of Annex Il of the Regulation and not in Section Il or Il as required by this provision.

Annex IV, Point Il. 2 If the credit rating agency’s senior management can demonstrate that
they have taken all the necessary measures to prevent the infringement, a coefficient of 0,7

shall apply.

26 See in this regard paragraph 177 of the Board of Appeal in the Appeal of Scope Ratings GmbH against ESMA’s decision (ref.
BoA 2020 D 03).
27 |etter to ESMA regarding the PSI’s turnover, 1 May 2026.

67



1 ESMA

European Securities and Markets Authority

360. The Board refers to its analysis set out in Section 4.1.4.3 above and notes that the PSI
did not specifically refer to any measures taken by the PSI's senior management to
prevent the infringement at Point 12 of Section | of Annex Il of the Regulation.?®

361. There is no evidence that the PSI's senior management have taken all the necessary
measures to prevent the infringement. Therefore, this mitigating factor is not applicable.

Annex IV, Point Il. 3. If the credit rating agency has brought quickly, effectively, and completely
the infringement to ESMA’s attention, a coefficient of 0,4 shall apply.

362. The Board refers to its analysis set out in Section 4.1.4.3 above.

363. There is no evidence to suggest that the PSI brought this infringement to the attention of
ESMA. On the contrary, it was through the investigation by ESMA Supervisors that the
matter was discovered.

364. Thus, the Board finds that the PSI's deficiencies were not brought quickly, effectively and
completely to ESMA’s attention.

365. Therefore, this mitigating factor is not applicable.

Annex IV, Point Il. 4. If the credit rating agency has voluntarily taken measures to ensure that
similar infringement cannot be committed in the future, a coefficient of 0,6 shall apply.

366. As outlined in Section 4.1.4.3 above, the Board notes the PSI's extensive global
remediation project, which according to the PSI reduced significantly the likelihood of the
identified infringements recurring. Moreover, the PSI generally stated that “this coefficient
is applicable in this case. Moody’s Ratings has undertaken a voluntary and significant
remediation project in relation to its ERP Reporting Process which includes the
preparation and roll out of an entirely new ERP Reporting Process system”.?8

367. Further, the PSI explained that the first Regulatory Reporting Risk and Control Self-
Assessment (“‘RCSA”) was completed in Q3 2023.2%° Following this assessment, “a total
of 23 remedial actions were established (...)".2°" The most recent RCSA for regulatory
reporting listed various risks such as data re-transmission delays, poor data quality from
source system, incorrect implementation of requirements, data quality issues, data
collection delays, data preparation delays, inability to identify submissions/rejections, and
lack of documentation of all business rules and assessed them as either “satisfactory” or
“strong”. 2*2 This RCSA set out also the relevant controls related for instance to error

288 Exhibit 21, PSI's Response to the 110’s RFI, Tranche 2, p. 10.

289 Exhibit 21, PSI's Response to the 110’s RFI, Tranche 2, p. 11.

2%0 Exhibit 6, PSI's Response to the [10’s RFI, Tranche 1, p. 14 and Supervisory Report, Exhibit 23, Moody's - Response to ESMA
Information Request dated 15.01.2024 - strictly confidential, p. 31.

291 Supervisory Report, Exhibit 23, Moody's - Response to ESMA Information Request dated 15.01.2024 - strictly confidential, p.
31.

292 Except the risk “incorrect implementation of requirements” assessed as “developing”. See Exhibit 52, ESMA0555.
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monitoring and resolution, post and pre-release checks, post submission data validation,
incident alerts, automated email alerts and requirements documentation. Some of them
were still assessed as “developing”, however overall, the Board finds that the PSI
improved its risk and controls assessments.?%

Finally, in March 2023, a Regulatory Reporting Risk Committee (“RRRC”) was
established to provide oversight of the regulatory reporting process.?** The RRRC assists
with prioritisation, ensures accountability and provides a forum for escalation.?®

The Board thus finds that this should ensure that similar infringements of Point 12 of
Section | of Annex Il of the Regulation cannot be committed in the future.

As outlined in Section 4.3.4.3 above, the Board refers to the need to assess whether the
measure was taken voluntarily and its relevant analysis. It finds that the PSI was not
under any compulsion to take the measures outlined above.

The mitigating factor is therefore applicable to the infringement at Point 12 of Section | of
Annex Il of the Regulation.

4444 Determination of the adjusted fine

372.

373.

In accordance with Article 36a(3) of the Regulation, taking into account the applicable
aggravating and mitigating factors, the basic amount of EUR 750,000 must be adjusted
as follows.

The difference between the basic amount and the amount resulting from the application
of each individual coefficient linked to the factors set out in Annex IV is added to the basic
amount in the case of the aggravating factors and subtracted from the basic amount in
the case of the mitigating factors:

Aggravating factor set out in Annex IV, Point I. 2:

EUR 750,000 x 1.5 = EUR 1,125,000

EUR 1,125,000 — EUR 750,000 = 375,000

Mitigating factor set out in Annex 1V, Point Il. 4:

EUR 750,000 x 0.6 = EUR 450,000

EUR 750,000 — EUR 450,000 = EUR 300,000

2% Exhibit 52, ESMA0555.
2% Exhibit 53, ESMAQ557, p. 3-4.
2% Exhibit 6, PSI's Response to the 110’s RFI, Tranche 1, p. 14.
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Adjusted fine taking into account applicable aggravating and mitigating factors:

EUR 750,000 + EUR 375,000 — EUR 300,000 = EUR 825,000
374. Consequently, following adjustment by taking into account the applicable aggravating and

mitigating factors, the amount of the fine to be imposed on the PSI for the infringement at
Point 12 of Section | of Annex Il of the Regulation amounts to EUR 825,000.

4445 Maximum cap of the fine and disgorgement of profits

375. As set out in Section 4.1.4.5 above, the Board assessed whether the PSI has directly or
indirectly benefited financially from the infringement and, if this is not the case, whether
the maximum cap of 20% of the annual turnover of the CRA has been exceeded.

376. There is no evidence to suggest that the PSI benefited directly or indirectly from the
infringement. The maximum cap is not reached in this case.

4.4.5 Supervisory measure

377. Regard must be had to paragraphs 1 and 2 of Article 24 of the Regulation.

378. Given the factual findings in the present case and in particular the fact that the PSI has
engaged in a remediation process, transforming the PSI’s regulatory reporting systems
that completed in September 2025 and which according to the PSI significantly reduced
the likelihood of the identified infringements recurring, only the supervisory measure set
out in Article 24(1)(e) of the Regulation may be considered appropriate with regard to the
nature and the seriousness of the infringement.

379. The Board thus finds that a public notice must be issued.

4.4.6 Application of the second paragraph of Article 36a(4) of the Regulation

380. As mentioned above, in Section 4.2.6, before calculating the total amount of the fine, the
Board considers the application of the second paragraph of Article 36a(4) of the
Regulation, which states that “Where an act or omission of a credit rating agency
constitutes more than one infringement listed in Annex Ill, only the higher fine calculated
in accordance with paragraphs 2 and 3 and related to one of those infringements shall

apply”.
381. The Board’s conclusions on whether any act or omission of the PSI, which concern its

policies and procedures or internal controls, constituted more than one infringement are
set out below.

382. First, the assessment of the policies and procedures infringement (Point 11 of Section |
of Annex Ill of the Regulation) focuses on the PSI’s policy-level framework governing
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ERP and CEREP reporting. It identifies shortcomings in the Functional Requirements
Document (FRD), Business Requirements Document (BRD), and Architecture and
Design Document (ADD), including missing sign-offs, outdated versions, and lack of
clarity as to the roles responsible for error management and submission approval. These
deficiencies are conceptual and documentary; they describe the design of the control
environment. Consequently, although the FRD, BRD and ADD are also mentioned in the
internal-control assessment, the specific aspects relied upon are analytically distinct.

Second, the assessment of the internal control mechanisms infringement (Point 12 of
Section | of Annex Il of the Regulation) relies in broad terms not on the policies and
procedures but on the implementation of controls that are in some instances set out in
those policies and procedures. Therefore, the assessment examines more the lack of
processes and deficient controls.

Regarding these two infringements, the PSI argued that they arose from process error
reports. The PSI argued that the policies and procedures infringement and the internal
controls infringement stem primarily from first-line internal controls rather than
deficiencies in the policies and procedures themselves.?®® Moreover, the PSI argued that
there is overlap between the deficiencies outlined in internal control activities and the
content and implementation of relevant policies and procedures.?*”

The Board notes that in the instant case, the policies and procedures infringement was
based on a close analysis of the relevant policies and procedures, and that, by contrast,
the internal controls infringement is established not merely on the policies and procedures
themselves but on the implementation of controls that are in some instances set out in
those policies and procedures.

The Board further notes that an infringement of Point 11 of Section | of Annex Il of the
Regulation occurs at the moment the CRA establishes a framework that is objectively
incomplete, such as the documents found here which contained unresolved
“placeholders”, lacked step-by-step operational instructions, and suffered from
irreconcilable versioning. In contrast, Point 12 of Section | of Annex IlI of the Regulation
concerns the internal control mechanisms, designed to secure compliance with those
procedures. While the two concepts are related, they represent distinct layers of
organisational responsibility. Moreover, the Board rejects the arguments raised by the
PSI that the findings regarding feedback files and automated requirements are
duplicative. For instance, the decision’s finding under the policies and procedures
infringement regarding feedback files addresses the substantive omission in the core
documents, which failed to define the data quality standards or the metrics required to
process ESMA’s feedback. This is a failure of documentation. Conversely, the finding
under the internal control infringement addresses the operational failure where the Data

2% Exhibit 56, PSI’'s Response to the 110’s initial Statement of Findings, p. 25.
297 Exhibit 56, PSI’'s Response to the 110’s initial Statement of Findings, p. 31 and p. 32.
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Governance team unilaterally decided to stop processing those files for two years without
detection by the control functions. Similarly, the fact that certain requirements (like the
"Activity Log") were written into the BRD but “never built” by the IT team demonstrates
two separate failures: a failure to finalise a valid policy (policy and procedure
infringement) and a failure of the internal control environment to monitor and verify that
IT development actually matched the regulatory requirements (internal control
infringement). The Board also considers that the PSI’'s argument for duplication is
predicated on a selective reading of the findings of the internal control infringement
focusing only on areas where policies and controls share a common subject matter (such
as the error correction). However, the PSI ignores a significant volume of findings under
Point 12 of Section | of Annex Il of the Regulation that are exclusive to the internal control
environment, for example, the lack of any demonstrated risk assessment of the ERP
reporting process for a number of years. These are breaches of the internal control
framework that have no counterpart in the policy and procedure findings. The Board thus
finds that there is no factual overlap between these two infringements.

Therefore, the Board considers that the second paragraph of Article 36a(4) of the
Regulation is not applicable in this case.

On the basis of the above Statement of Findings, the Board hereby
DECIDES

that

Moody’s Deutschland GmbH committed with negligence the following infringements:

¢ the infringement set out in Point 4a of Section Il of Annex Il of the Regulation by
not submitting up-to-date rating information to ESMA.

¢ the infringement set out in Point 4 of Section Il of Annex Il of the Regulation, by
not having made available to ESMA’s central repository complete and accurate
historical performance data and information on credit ratings and rating changes.

¢ the infringement set out in Point 11 of Section | of Annex Il of the Regulation, by
not having policies and procedures adequate to ensure compliance with its
obligations under the Regulation.

¢ the infringement set out in Point 12 of Section | of Annex Il of the Regulation, by
not having sound administrative and accounting procedures, internal control
mechanisms and effective procedures for risk assessment.
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therefore
IMPOSES

the following fines:

e EUR 292,500 for the infringement set out in Point 4a of Section Il of Annex Il of the
Regulation;

o EUR 202,500 for the infringement set out in Point 4 of Section Il of Annex Il of the
Regulation;

o EUR 825,000 for the infringement set out in Point 11 of Section | of Annex Il of the
Regulation;

e EUR 825,000 for the infringement set out in Point 12 of Section | of Annex Il of the
Regulation.

This leads to a total amount of EUR 2,145,000
and
ADOPTS

a supervisory measure in the form of a public notice to be issued in respect of the
infringements.

Moody’s Deutschland GmbH may avail itself of the remedies of Chapter V of Regulation (EU)
No 1095/2010 against this decision.

This decision is addressed to Moody’s Deutschland GmbH — An der Welle 5, 60322 Frankfurt
am Main (Germany) and shall take effect upon natification.

Done at Paris, on 30 June 2026.

[signed]

For the Board of Supervisors
The Chair

Verena Ross
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