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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

MOODY'S CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (BNDITED)
(AMOUNTS IN MILLIONS, EXCEPT PER SHARE DATA)

Three Months Ended June { Six Months Ended June 3

2001 2000 2001 2000

Revenue $205.2 $149.¢ $385.4 $288.7
Expense!

Operating, selling, general and administrative espe 97.2 70.2 183.t 141.¢

Depreciation and amortizatic 4.C 4.3 8.1 8.2

Total expense 101.2 74.€ 191.€ 150.]




Operating incom: 104.( 74.¢ 193.¢ 138.¢

Non-operating (expense) income, | (4.7 — (7.6 0.t
Income before provision for income tay 99.¢ 74.¢ 186.2 139.1
Provision for income taxe 44 £ 33.1 82.7 61.t
Net income $ 55.F $ 417 $103.t $ 77.€

I I I |

Earnings per shal

Basic $ 0.3t $ 0.2€ $ 0.6t $ 0.4¢
Diluted $ 0.3¢ $ 0.2€ $ 0.64 $E
Weighted average shares outstant -
Basic 158.( 161.¢ 158.£ 161.t
Diluted R 163.% 161.2 E

The accompanying notes are an integral part ofdinelensed
consolidated financial statements.
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MOODY’'S CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS (UNAUDITED)
(DOLLARS IN MILLIONS, EXCEPT PER SHARE DATA)

June 30, 2001 December 31, 2000
Assets
Current Asset

Cash and cash equivale $ 164. $119.1
Accounts receivable, net of allowances of $29.8061 and $24.4 in 20( 1175 101.C
Other current asse 56.C 57.t
Total Current Asset 337.¢ 277.¢
Property and equipment, r 42.C 43.4
Prepaid pension cos 55.C 53.¢
Intangible assets, n 12.4 13.7
Other asset 14.7 9.8
Total Assets $ 462.( $ 398.:

[ | [ |

Liabilities and Shareholders’ Equity
Current Liabilities

Accounts payable and accrued liabilit $142.1 $ 135.¢
Deferred revenu 145.F 117.%
Total Current Liabilities 287.¢ 253.1
Notes payabli 300.( 300.(
Other liabilities 130.¢ 127.7
Total Liabilities 718.k 680.¢

Contingencies (Note ¢
Shareholder Equity



Preferred stock, par value $ .01 per share; 100000shares authorized; no shares issued and

outstanding — —
Series common stock, par value $ .01 per shar8p@MO0 shares authorized; no shares is:

and outstandin — —
Common stock, par value $ .01 per share; 400,000:0éres authorized; 171,451,136 shares

issued and outstanding at June 30, 2001 and Dece3hp200C 1.7 1.7
Capital surplu 3417 7.8
Accumulated defici (133.9 (223.9)

Treasury stock, at cost; 13,145,866 and 11,040sB@6es of common stock at
June 30, 2001 and December 31, 2000, respec (155.%) (67.0)
Cumulative translation adjustme 3.3 (1.9
Total Shareholde’ Equity (256.5) (282.5)
Total Liabilities and Sharehold¢ Equity $ 462.( $ 398.:
| |

The accompanying notes are an integral part ofdinelensed
consolidated financial statements.
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MOODY'S CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (WNDITED)
(DOLLARS IN MILLIONS)

Six Months Ended June 30,

2001 2000

Cash flows from operating activitir
Net income $103.5 $ 77.€

Reconciliation of net income to net cash providgmperating activities
Depreciation and amortizatic 8.1 8.2
Changes in assets and liabiliti

(Increase) decrease in accounts receiv (16.¢) (8.0
Decrease in other current ass 1.3 33.:
Increase in prepaid pension cc 1.2 (1.6
Increase in other ass¢ (0.7 (0.2
Increase (decrease) in accounts payable and ad@béiies 7.C (193.%)
Increase in deferred reven 28.4 17.C
Increase (decrease) in other liabilit 3.3 (2.3
Net cash provided by (used in) operadintivities 133t (69.6)

Cash flows from investing activitie
Net capital addition (6.6) (6.€)
Acquisition and investment in affiliat 4.7 (17.9)
Net cash used in investing activii (10.7) (24.9

Cash flows from financing activitie
Net proceeds from stock pla 34.€ —
Cost of treasury shares repurcha (96.5) —
Payment of dividend (14.2 —

Net distributions from Old D&E — 105.¢



Net cash (used in) provided by financaatjvities (76.7) 105.t

Effect of exchange rate changes on ¢ (1.9 0.3
Increase in cash and cash equival 45.: 11.2
Cash and cash equivalents, beginning of the pi 119.1 3.4
Cash and cash equivalents, end of the pe $164.< $ 14.€

I L]

The accompanying notes are an integral part ofdinelensed
consolidated financial statements.
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MOODY’'S CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT (UNAUDITED)
1. BACKGROUND AND BASIS OF PRESENTATION

Moody’s Corporation (“Moody’s” or the “Compal)ya global credit rating, research and risk asilyirm, publishes credit opinions,
research and ratings on fixed-income securitissigis of securities and other credit obligatioree Tompany publishes rating opinions on a
broad range of credit obligations issued in dorsestid international markets, including various cogpe and governmental obligations,
structured finance securities and commercial pppegrams. The Company also publishes investor-tatearedit research including in-depth
research on major issuers, industry studies, spemmaments and credit opinion handbooks. Mosdyisk Management Services develops
distributes credit risk assessment software usdahbys and other financial institutions in theirtfmio management, commercial lending .
other activities. It also provides modeling to@ralytics, credit education materials, seminarsymuter-based lending simulations and other
products and services.

The Company operated as part of The Dun & &raét Corporation (“Old D&B”) until September 300 (the “Distribution Date”),
when Old D&B separated into two publicly traded gamies — Moody’s Corporation and The New D&B Cogtian (“New D&B”). At that
time, Old D&B distributed to its shareholders sisané New D&B stock. New D&B comprised the busine$©ld D&B’s Dun & Bradstreet
operating company (the “D&B Business”). The remagnbusiness of Old D&B consisted solely of the bass of providing ratings and
related research and risk management servicesS\Nitbady’s Business”) and was renamed “Moody’s Cogitm”. The method by which Old
D&B distributed its shares is hereinafter referreds the “Distribution”.

For purposes of governing certain ongoingti@ahips between the Company and New D&B afteDistribution and to provide for an
orderly transition, the Company and New D&B entedred various agreements including a Distributiogréement, Tax Allocation
Agreement, Employee Benefits Agreement, Sharedsh@ion Services Agreement, Insurance and Risk yEmant Services Agreement,
Data Services Agreement and Transition Servicegément.

Pursuant to the terms of the Distribution Agment, the Company retained all of the assetsiabiities related to the Moody’s Business
and New D&B retained all of the assets and liab#itrelated to the D&B Business. Prior to the Olisttion Date, Old D&B provided certain
centralized services to the Company, the cost a¢hwvas allocated to the Company. Management kedigivese allocations were reasonable;
however, the costs of these services are not rexilgsadicative of the costs that would have bawurred if the Company had performed or
provided these services as a separate entity. dideased consolidated financial statements refbiectinancial position, results of operations
and cash flows of the Company as if it were a sepagntity for all periods presented.

These interim financial statements have beepgred in accordance with the instructions to Fbor®Q and should be read in conjunction
with the Company’s consolidated financial stateraemtd related notes in the Company’s 2000 AnnupbR@n Form 10-K filed on
March 15, 2001. The results of interim periodsratnecessarily indicative of results for the frdlar or any subsequent period. In the opil
of management, all adjustments (consisting of nbrewurring accruals) considered necessary foirgpfasentation of financial position,
results of operations and cash flows at the datdda the periods presented have been included.

2. RECONCILIATION OF SHARES USED IN COMPUTING EARNGS PER SHARE

Below is a reconciliation of basic weightectgge shares outstanding to diluted weighted aeeshgres outstandin
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THREE SIX
MONTHS ENDED MONTHS ENDED
JUNE 30, JUNE 30,
(in millions) (in millions)
2001 2000 2001 2000
Weighted average number of sha— Basic 158.( 161.¢ 158t  161.t
Dilutive effect of shares issuable under stockamtrestricted stock and
performance share pla 3.2 1.4 2.7 1.3
Weighted average number of sha— Diluted 161.2 163.: 161.z 162.t
| | | |

Options to purchase 6.3 million shares of camrstock were outstanding at June 30, 2000 but narencluded in the computation of
diluted earnings per share for the respective threeth and six month periods because the optiomscése prices were greater than the
guarter and year-to-date average market priceso€tmpany’s common stock (as adjusted for the iDigton). There were no antidilutive
options to purchase shares of common stock fothitee month or six month periods ended June 301..200

3. INDEBTEDNESS

Pursuant to the Distribution Agreement, Moadyas allocated $195.5 million of debt at Septen30e2000. Moody'’s funded this debt
with borrowings under a $160 million unsecured bexlolving credit facility and a bank bridge linkavedit.

On October 3, 2000 the Company issued $300mibf notes payable (the “Notes”) in a privataggment. The Notes have a five-year
term and bear interest at an annual rate of 7.@H#able semi-annually. The cash proceeds from ttesNvere used in part to repay the
outstanding balance on the revolving credit faciind to repay the bridge line of credit. In Ma&01, the Company paid $11.2 million in
semi-annual interest.

The revolving credit facility (the “Facility;which was undrawn as of June 30, 2001, consfsta 880 million 5-year facility, which
expires in September 2005 and an $80 million 364fdaility, which expires in September 2001. In&tren outstanding borrowings is
payable monthly at rates of interest that are bagegrevailing short-term interest rates at theetwh such borrowings. The Company is
currently in discussions with the lenders to retiesv364-day facility.

The Notes and the Facility contain covenams, tamong other things, restrict the ability &f @ompany and its subsidiaries, without the
approval of the lenders, to engage in mergers,ainlations, asset sales and sale-leaseback trasrsmor to incur liens, and require the
Company to maintain certain financial ratios.

4. CONTINGENCIES

Moody’s is involved in legal proceedings, oigiand litigation arising in the ordinary courseébabiness. Although the outcome of such
matters cannot be predicted with certainty, indpmion of management, the ultimate liability of btty’s in connection with such matters
will not have a material adverse effect on Moodiriancial position, results of operations or caskws.

In addition, Moody'’s has certain other contingesaiéscussed below.
Information Resources, Inc.

On July 29, 1996, Information Resources, (1RI”) filed a complaint in the United States Ditt Court for the Southern District of New
York, naming as defendants the corporation themknas “The Dun & Bradstreet Corporation” and, asdssed below, now known aR.H.
Donnelley Corporation”(“Donnelley”), A.C. Nielsero@pany (a subsidiary of ACNielsen Corporation) 818 International, Inc. (a
subsidiary of the company then known as Cognizamp@ration). At the time of the filing of the conapit, each of the other defendants w
subsidiary of Donnelley.
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The complaint alleges various violations ofitdd States antitrust laws, including purportedations of Sections 1 and 2 of the Sherman
Act. The complaint also alleges a claim of tortiugrference with a contract and a claim of tartianterference with a prospective business
relationship. These claims relate to the acquisitip defendants of Survey Research Group Limit&RG"). IRI alleges SRG violated an
alleged agreement with IRI when it agreed to bauaied by the defendants and that the defendantz@®ISRG to breach that agreement.

IRI's complaint alleges damages in excess380&million, which amount IRI asked to be trebledier antitrust laws. IRI also seeks
punitive damages of an unspecified amount.

In November 1996, Donnelley completed a disttion to its shareholders (the “1996 Distributipof the capital stock of ACNielsen
Corporation (“ACNielsen”) and Cognizant Corporatid@ognizant”). On October 28, 1996, in connectiaith the 1996 Distribution,
Cognizant, ACNielsen and Donnelley entered intdénaiemnity and Joint Defense Agreement (the “Indéynaind Joint Defense Agreement”)
pursuant to which they have agreed (i) to certaiangements allocating potential liabilities (“IRibilities”) that may arise out of or in
connection with the IRI action and (ii) to condagbint defense of such action. In particular, lirdemnity and Joint Defense Agreement
provides that ACNielsen will assume exclusive ligpfor IRI Liabilities up to a maximum amount te calculated at such time such
liabilities, if any, become payable (the “ACN Maxam Amount”), and that Donnelley and Cognizant wsfibre liability equally for any
amounts in excess of the ACN Maximum Amount. TheNAI@aximum Amount will be determined by an investmbkanking firm as the
maximum amount that ACNielsen is able to pay ajfteing effect to (i) any plan submitted by suchéstment bank that is designed to
maximize the claims-paying ability of ACNielsen hdtut impairing the investment banking firm’s alyiltb deliver a viability opinion (but
which will not require any action requiring sharktey approval), and (ii) payment of related feed arpenses. For these purposes, financial
viability means the ability of ACNielsen, after gig effect to such plan, the payment of related feed expenses and the payment of the
Maximum Amount, to pay its debts as they becomeathekto finance the current and anticipated opegatind capital requirements of its
business, as reconstituted by such plan, for tvaosyffom the date any such plan is expected tonpéemented. On February 19, 2001,
ACNielsen announced that it had merged with VNU Ndrsuant to the Indemnity and Joint Defense Agesd, VNU is to be included wit
ACNielsen for purposes of determining the ACN MaximAmount, and VNU must assume ACNielsen’s lialeditunder that agreement.

In June 1998, Donnelley completed a distritoutp its shareholders (the “1998 Distribution”)tleé capital stock of Old D&B and changed
its name to R.H. Donnelley Corporation. In conrattvith the 1998 Distribution, Old D&B and Donngllentered into an agreement (the
“1998 Distribution Agreement”) whereby Old D&B hassumed all potential liabilities of Donnelley argsfrom the IRI action and agreed to
indemnify Donnelley in connection with such potahtiabilities.

During 1998, Cognizant separated into two canigs, IMS Health Incorporated (“IMS Health”) anteNen Media Research, Inc.
(“NMR”). IMS Health and NMR are each jointly andveeally liable for all Cognizant liabilities undére Indemnity and Joint Defense
Agreement.

Under the terms of the Distribution Agreemexsta condition to the Distribution, New D&B undagk to be jointly and severally liable
with Moody’s for Old D&B’s obligations to Donnelleynder the 1998 Distribution Agreement, includimy &abilities arising under the
Indemnity and Joint Defense Agreement. Howevebetween themselves, each of New D&B and Moody'slvélresponsible for 50% of
any payments to be made with respect to the IRbmagursuant to the 1998 Distribution Agreement|uding legal fees or expenses related
thereto.

Management is unable to predict at this tiheefinal outcome of the IRI action or whether tesalution of this matter could materially
affect Moody'’s results of operations, cash flowdioancial position. As such, no amount in respEd¢his matter has been accrued in the
financial statements of the Company.

Tax Matters
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Pursuant to the Distribution Agreement, NewB&nd Moody’s have agreed to each be financiapoasible for 50% of any potential
liabilities that may arise with respect to the exvs described below, to the extent such poteriailities are not directly attributable to their
respective business operations.

Old D&B and its predecessors entered into @ltdx planning initiatives in the normal coursebasiness, principally through tax-free
restructurings of both their foreign and domesperations. These initiatives are subject to nomaalkew by tax authorities. It is possible that
additional liabilities may be proposed by tax autties as a result of these reviews and that sdntieeareviews could be resolved
unfavorably. At this time, Moo s management is unable to predict the extent df semdews, the outcome thereof or whether the sl



of these matters could materially affect Moody’sulés of operations, cash flows or financial positi

The IRS has completed its review of the wtiian of certain capital losses generated durir@pléhd 1990. On June 26, 2000, the IRS, as
part of its audit process, issued a formal assasswith respect to the utilization of these caplitaises and Old D&B responded by filing a
petition for a refund in the U.S. District Court 8eptember 21, 2000, after the payments describlesviwere made.

On May 12, 2000, an amended tax return wesd fibr the 1989 and 1990 tax periods, which refié&561.6 million of tax and interest d
Old D&B paid the IRS approximately $349.3 milliohthis amount on May 12, 2000. IMS Health inform@ldi D&B that it paid to the IRS
approximately $212.3 million on May 17, 2000. Treyments were made to the IRS to stop further istdrem accruing. Notwithstanding
the filing and payment, New D&B is contesting tiRSIs formal assessment and would also contestsfesament of amounts, if any, in
excess of the amounts paid. Moody’s had previoastyued its anticipated share of the probablelifglgirising from the utilization of these
capital losses.

L'Association Francaise des Porteurs d' Emprunssés

On June 20, 2001, a summons was served inteomdrought by L'Association Francaise des PostduEmprunts Russes (“AFPER”)
against Moodys France SA (a subsidiary of the Company) and filtetie Court of First Instance of Paris, Franoethis suit, AFPER, a groi
of holders of bonds issued by the Russian goverhprésr to the 1917 Bolshevik Revolution, makesmkagainst Moody’s France SA and
Standard & Poos SA for lack of diligence and prudence in theimgs of Russia and Russian debt since 1996. AF&llEBes that, by failin
to take into account the post-Revolutionary repiimiieof pre-Revolutionary Czarist debt by the Sogevernment in rating Russia and new
issues of Russian debt beginning in 1996, thegatgencies enabled the Russian Federation to iesuelebt without repaying the old
obligations of the Czarist government. Allegingnfoand several liability, AFPER seeks damages @8 Billion francs (approximately $2.34
billion) plus legal costs. Moody’s believes thag thilegations lack legal or factual merit and ideto vigorously contest the action.

5. COMPREHENSIVE INCOME

Total comprehensive income was as follows:

THREE MONTHS SIX MONTHS
ENDED JUNE 30, ENDED JUNE 30,
(in millions) (in millions)
2001 2000 2001 2000
Net income $55.5 $41.% $103.5 $77.€
Other comprehensive loss — foreign currency traiosla
adjustmen — (0.3 (2.4 (0.8
Total comprehensive incon $55.5 $41.2 $102.1 $76.¢
| | | |

6. SEGMENT INFORMATION

The Company reports segment information iroatance with SFAS No. 131, “Disclosures about Sedsef an Enterprise and Related
Information”. In accordance with SFAS No. 131, gigrg segments are defined as components of arpestefor which separate financial
information is available that is evaluated regyldny the chief operating decision maker in decidiogv to allocate resources and in assessing
performance. The Company operates primarily inrepertable business segment —ratings, which acedantpproximately 90% of the
Company’s total revenues. Revenue related to relsgmoducts and the risk management services lssshe/e been aggregated as “Other”
for reporting purposes. Given the dominance ofréttiags segment to Moody’s overall results, the @any does not separately measure and
report operating income for the ratings businessh&, revenue is the predominant measure utiligesenior management for assessing
performance and for the allocation of resourced,aperating income is evaluated for the Comparg ahkole. In addition, assets are not
allocated on a segment basis but are consideradamal company basis only.
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The ratings segment is comprised of four megting groups, each of which has similar econaanid financial characteristics. They are
corporate finance ratings, structured finance gatifinancial institutions and sovereign ratingd aablic finance ratings.

Revenue included “Othel” consists of research products revenue, generatadtfre sale of invest-oriented credit research, and r



management services revenue, generated from thefaledit risk assessment software and relatedusts and services.

There are no intersegment sales and no siogt®mer accounted for 10% or more of total revenue

THREE MONTHS ENDED SIX MONTHS ENDED
JUNE 30, JUNE 30,
(in millions) (in millions)

2001 2000 2001 2000

Revenue

Ratings:
Structured finance rating $ 68.2 $ 51.C $127.2 $ 91k
Corporate finance rating 62.€ 38.2 117.1 82.¢
Financial institutions and sovereign ratir 32.¢ 28.2 64.2 55.€
Public finance rating 17.¢ 12.2 30.¢ 21.¢
Total ratings revenu 181.€ 129.¢ 339.¢ 251t
Other 23.€ 19.¢ 45.¢ 37.2
Total revenue 205.2 149.¢ 385.2 288.1
Total expense 101.2 74.¢€ 191.¢ 150.1
Operating Incom 104.( 74.¢ 193.¢ 138.¢
Non-operating (expense) income, | (4.2 — (7.€) 0.5
Income before provision for income tay $ 99.¢ $ 74.¢ $186.2 $139.1
| | | |

Revenue by geographic art

United State: $146.1 $103.7 $278.( $203.5
International 59.1 457 107. 85.2
Total revenue $205.2 $149.¢ $385.2 $288.7
| | | |

7. SUBSEQUENT EVENTS

On July 23, 2001, the Board of Directors apprtba quarterly dividend of 4.5 cents per shafdaddy’s common stock, payable on
September 10, 2001 to shareholders of record atitise of business on August 20, 2001.

8. RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

On July 20, 2001, the Financial Accountingn8tards Board issued Statements of Financial Acoogi$tandards No. 141 (SFAS
No. 141),“Business Combinations”, and No. 142 (SFAS No. 14@podwill and Other Intangible Assets.” SFAS Nd.1 addresses financial
accounting and reporting for goodwill and otheaimgible assets acquired in a business combinatiacqaisition. SFAS No. 141 requires the
purchase method of accounting to be used for alnegs combinations initiated after June 30, 2@6figblishes specific criteria for the
recognition of intangible assets separately fromdyall; and requires unallocated negative goodteilbe written off immediately as an
extraordinary gain (instead of being deferred amdriized). SFAS No.142 addresses financial accogrand reporting for intangible assets
acquired individually or with a group of other assgbut not those acquired in a business combimgéibacquisition. SFAS No. 142 also
addresses financial accounting and reporting fodgdll and other intangle assets subsequent to #ogjuisition. SFAS No. 142 provides that
goodwill and
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intangible assets which have indefinite usefuldivall not be amortized but rather will be testédeast annually for impairment. It also
provides that intangible assets that have finigfuldives will continue to be amortized over thegeful lives, but those lives will no longer be
limited to forty years. SFAS No. 141 is effectiw ll business combinations initiated after JuBe2®01 and for all business combinations
accounted for by the purchase method for whictdtte of acquisition is after June 30, 2001. Theigions of SFAS No. 142 are effecti



for fiscal years beginning after December 15, 200t Company will adopt SFAS No. 142 beginning daypd, 2002. The Company is
considering the provisions of SFAS No. 141 and Ni2 and at present does not expect the adoptiorS]NA 141 and SFAS No. 142 to hi
a material impact on the Company’s financial statets.

ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND
RESULTS OF OPERATIONS

The Company

Except where otherwise indicated, the termsdhy’s” or “the Company” refer to Moody'Corporation and its wholly owned subsidiar
The Company is a leading global credit rating, aesle and risk analysis firm in terms of market fosj revenue, income and a number of
other relevant statistical standards. The Compaighes rating opinions on a broad range of cdigations. These include various
corporate and governmental obligations, structtirexhce securities and commercial paper prograssged in domestic and international
markets. Moody’s also assigns ratings to issueseodirities, insurance company obligations, baakgpderivative products, bank deposits
and other bank debt and managed funds.

Closely integrated with its ratings servidei®ody’s provides research services that are utllizg institutional investors and other credit
professionals. Organized according to industry madket segment, these research services covetimgeisgrade and speculative grade
corporate bonds, the global banking sector, muaidpnds, and mortgage- and asset-backed secuiitie®ss-border and domestic markets
worldwide.

Moody’s Risk Management Services, Inc., a Whaolvned subsidiary of Moody’s (“Moody’s Risk Maramgent Services”), develops and
distributes credit risk assessment software usdahbis and other financial institutions in theirtpaio management, commercial lending .
other activities. Moody’s Risk Management Serviaks® provides modeling tools, analytics, creditadion materials, seminars, computer-
based lending simulations and other products anices.

Factors Affecting Comparability

On September 30, 2000 (the “Distribution Dat&he Dun & Bradstreet Corporation (“Old D&B”) saated into two independent,
publicly traded companies — Moody’s Corporation dihé New D&B Corporation (“New D&B”"). At that time)ld D&B distributed to its
shareholders shares of New D&B stock. New D&B cdegat the business of Old D&B’s Dun & Bradstreetrapieg company (“the D&B
Business”). The remaining business of Old D&B cetesd solely of the business of providing ratingd exlated research and risk
management services (“the Moody’s Business”) ansl isaamed “Moody’s Corporation”. Old D&B’s commaieak became Moody’s
common stock, and shares of common stock of Old D&Besent a continuing interest in the Moody’siBess. The financial statements of
Moody’s have been restated to reflect the recapétbn described above.

For purposes of governing certain ongoingti@ahips between the Company and New D&B afteistribution and to provide for an
orderly transition, the Company and New D&B entdred various agreements including a Distributiogréement, Tax Allocation
Agreement, Employee Benefits Agreement, Sharedsh@ion Services Agreement, Insurance and Risk yEmant Services Agreement,
Data Services Agreement and Transition Servicegément.

Pursuant to the terms of the Distribution Agment, the Company retained all of the assetsiabiities related to the Moody’s Business
and New D&B retained all of the assets and liab#itrelated to the D&B Business. Prior to the Olisttion Date, Old D&B provided certain
centralized services to the Company, the cost i¢hwvas allocated to the Company. Management kedigivese allocations were reasonable;
however, the costs
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of these services are not necessarily indicativb@tosts that would have been incurred if the @amy had performed or provided these
services as a separate entity. The condensed aatedl financial statements reflect the financi@ipon, results of operations, and cash
flows of the Company as if it were a separate eifiit all periods presented.

Operating Segments

Moody’s operates primarily in one reportablsiness segment: ratings, which accounts for ajpeadely 90% of the Company’s total
revenue. The ratings segment is composed of féimgsagroups: corporate finance, structured finafinancial institutions and sovereigns,
and public finance. Given the dominance of thengatisegment to Moody’s overall results, the Compigs not separately measure and
report operating income for the ratings businesdh&, revenue is the predominant measure utibgesenior management for assessing
performance and for the allocation of resourced,@erating income is evaluated for Mo’s as a whole. Moo('s also reports reveni



separately for two geographic areas: U.S. andriatemal.

Results of Operations
Three Months Ended June 30, 2001 Compared With TheeMonths Ended June 30, 2000

Revenue for the second quarter of 2001 was.224illion, an increase of $55.8 million or 37.3fm $149.4 million for the second
quarter of the previous year. The revenue growitbated an increase in ratings revenue, primaiilg tb robust debt issuance in the U.S.
capital markets coupled with strong gains in Euamprtings. Strong second quarter growth was alsieeed in research revenue, due to
demand for products delivered via the Internetiaoteased international sales.

Ratings revenue was $181.6 million in the seloguarter of 2001, up 40.1% from $129.6 milliorthie second quarter of 2000. The
increased revenue was driven primarily by stroraywiin in U.S. corporate and public finance issuapc@cipally as a result of declining
interest rates; significant growth in structurethfice issuance in the U.S. and Europe, and inct&as®pean corporate issuance.

Structured finance ratings revenue was $68I®mfor the second quarter of 2001, an increas$17.3 million or 33.9% from
$51.0 million in the second quarter of 2000. Theéase was due to strong growth in the U.S. andfeuacross several market sectors
including credit derivatives, asset backed andisdial mortgage-backed securities.

Revenue from corporate ratings was $62.6 onilin the second quarter of 2001, up $24.4 milbo63.9% from $38.2 million in the
second quarter of 2000. Lower interest rates angwar yield spreads resulted in strong growth i8.Ussuance in both investment grade
high yield bonds. European corporate bond issualsmedisplayed strong growth over the second quaft2000.

Revenue from financial institution and sovgreiatings was $32.9 million for the second quasfe2001, an increase of $4.7 million or
16.7% from $28.2 million for the same period of @0Dower interest rates in the U.S. drove increaseedstment grade issuance for banks
and other financial institutions.

Public finance ratings revenue increased 43®%4.7.8 million for the second quarter of 200bni $12.2 million for the 2000 second
quarter. This growth was principally the resulad®8% increase in issuance in the U.S. municipatiboarket in the second quarter of 2001,
compared with the same period of 2000.

Other revenue increased 19.2% to $23.6 miflawrihe second quarter of 2001, reflecting 20.I%wgh in research revenue due to strong
demand for products delivered via the Internetaiddition, Moody’s Risk Management Services had %8r8venue growth over the second
quarter of 2000, reflecting increased sales of aisilytics products and higher software maintenameenue.

Revenue in the United States was $146.1 mifiaw the second quarter of 2001, an increase df4dillion or 40.9% from $103.7 million
in the second quarter of 2000.
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This increase reflected higher ratings reveptacipally due to increased issuance volumeseireral market sectors, including corporate
and municipal bonds, residential mortgage-backedrges and asset-backed securities. The numbievestment grade corporate issues was
up 44% for the second quarter while the numbeligt lpield issues increased eightfold compared ¢éostime period in 2000.

Moody’s international revenue was $59.1 millia the second quarter of 2001, an increase @2%ver $45.7 million in the same period
of 2000. Higher corporate finance and structuredrite ratings revenue in Europe drove the stroogtr International research revenue
increased 20% over the second quarter of 200@atéfly strong demand for Moody'’s products delivariedthe Internet.

Operating, selling, general and administragixpenses were $97.2 million in the second quaft2f01, an increase of $26.9 million, or
38.3% over the second quarter of 2000. This inergascipally reflects higher compensation and fieneosts due to increased staffing,
particularly in Europe and in the structured finraheisiness, higher incentive compensation costsadiezord second quarter results, and one
time costs related to the April 2001 settlemenhwilite Department of Justice. Depreciation and amation was $4.0 million in the second
quarter of 2001 versus $4.3 million in the secondrtgr of 2000.

Moody’s operating income of $104.0 million fixe second quarter of 2001 was up 39.0% from $TI®n in the same period of 2000.

Non-operating expense was $4.1 million forgheond quarter of 2001 compared to a nominal atrafuron-operating expense for the
same period of 2000. The 2001 expense principaflgcted interest expense related to Moody’s peidbt placement, which was completed
in the fourth quarter of 2000, net of interest imeoon invested cas



Moody'’s effective tax rate was 44.4% in theae quarter of 2001 compared to 44.3% in the stqoarter of 2000, reflecting a higher
international net effective tax rate.

As a result of the foregoing, Moody’s reported income of $55.5 million for the second quaaie2001, an increase of 33.1% over
$41.7 million for the same period of 2000. Earnipgs share for the second quarter of 2001 weres#8a3ic and $0.34 diluted, compared
with $0.26 basic and diluted for the second quart@000. On a pro forma basis, including inteeegiense on the private placement debt
excluding any interest income) for both periodsosel quarter diluted earnings per share would haes $0.34 for 2001 compared with
$0.24 for 2000, a gain of 41.7%.

Six Months Ended June 30, 2001 Compared With Six Mdhs Ended June 30, 2000

Revenue for the first half of 2001 was $38%i4lion, an increase of $96.7 million or 33.5% fr&288.7 million for the first half of the
previous year. The revenue growth reflected are@gse in ratings revenue, primarily due to robubt dsuance in the U.S. capital markets
coupled with strong gains in European structuredrfce ratings. Strong first half growth was achiewveresearch revenue, due to demand for
products delivered via the Internet and increastatmational sales.

Ratings revenue was $339.6 million in thet fasig months of 2001, up 35.0% from $251.5 milliarthe first half of 2000. The increase v
primarily driven by strong growth in U.S. corporated public finance issuance, principally as altefudeclining interest rates and
significant growth in structured finance issuanté¢hie U.S. and Europe.

Structured finance ratings revenue was $1@illbn for the first half of 2001, an increase$85.9 million or 39.2% from $91.5 million in
the first half of 2000. The increase was due torgrgrowth in the U.S. and Europe across severgt@haectors including credit derivatives,
asset backed and residential mortgage-backed sesuri

Revenue from corporate ratings was $117.Jianilh the first half of 2001, up $34.3 million 44.4% from $82.8 million in the first six
months of 2000. Lower interest rates resultedriongt issuance growth in both investment grade agid yield
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bonds in the U.S. In addition, Moody's revenue liiéee from its new rating assessment service intoed in the second half of 2000.

Revenue from financial institution and sovgreiatings was $64.3 million for the first six mbstof 2001, an increase of $8.7 million or
15.6% from $55.6 million for the same period of @0Dower interest rates in the U.S. drove increaseedstment grade issuance by banks
other financial institutions.

Public finance ratings revenue increased 42®%$30.8 million for the first half of 2001, fro821.6 million for the 2000 first half. This
growth was principally the result of a 39% increasissuance in the U.S. municipal bond markehmfirst six months of 2001, compared
with the same period of 2000.

Other revenue increased 23.1% to $45.8 miflasrihe first half of 2001, reflecting 20.3% grdwih research revenue due to strong der
for products delivered via the Internet. In additiMoody’s Risk Management Services achieved 34@%nue growth over the first half of
2000, reflecting increased sales of risk analytadpcts and higher software maintenance revenue.

Revenue in the United States was $278.0 mifiaw the first half of 2001, an increase of $7d#llion or 36.6% from $203.5 million in the
first six months of 2000. This increase reflecteghbr ratings revenue, principally due to highsuance volumes in several market sectors,
including corporate and municipal bonds, residéntiartgage-backed securities and collateralizeddmiligations. The number of
investment grade corporate issues was up mored®infor the first half of 2001 while high yield igss more than tripled compared to the
same period in 2000. Issuance in the U.S. assé&edaector grew 25% during the first six month&@®1 versus the first half of 2000.

Moody’s international revenue was $107.4 wllin the first half of 2001, an increase of 26.4%ér $85.2 million in the same period of
2000. The strong growth was principally driven bgher structured finance ratings revenue in Eurdpternational research revenue
increased 22% over the first half of 2000, reflegtstrong demand for Moody’s products deliveredth@&lInternet.

Operating, selling, general and administraéixpenses were $183.5 million for the six monthdeeinJune 30, 2001, an increase of
$41.7 million, or 29.4% over the same period of@0This increase principally reflects higher comgztion and related costs due to increased
staffing and business expansion, higher incentdrepensation costs due to the strong first halfltgsand one time costs related to the April
2001 settlement with the Department of Justice.rBaption and amortization was $8.1 million for firet six months of 2001 versus
$8.3 million for the same period of 20(



Moody’s operating income of $193.8 million fiwe six months ended June 30, 2001 was up 39.@¥% $138.6 million in the same period
of 2000.

Non-operating expense was $7.6 million forghemonths ended June 30, 2001 compared withr&0lion of non-operating income for
the same period of 2000. The 2001 expense pringipelected interest expense related to Moodyiggte debt placement, which was
completed in the fourth quarter of 2000, net oéfiast income on invested cash.

Moody’s effective tax rate was 44.4% for theraonths ended June 30, 2001 compared to 44.2%hésame period in 2000, reflecting a
higher international net effective tax rate.

Net income was $103.5 million for the first shonths of 2001 compared with $77.6 million in @0Barnings per share for the first half of
2001 were $0.65 basic and $0.64 diluted, compar#d$0.48 basic and diluted for the first half @®. On a pro forma basis, including
interest expense on the private placement debtdrcldding any interest income) for both periodst fhalf diluted earnings per share would
have been $0.63 for 2001 compared with $0.44 6028 gain of 43.2%.

Liquidity and Capital Resources

Net cash provided by operating activities $433.5 million for the six months ended June 3@12€ompared to net cash used by
operating activities of $69.6 million
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for the same period of 2000. The 2000 figure inekid payment in May 2000 of approximately $175Miani representing the Company’s
50% share, in connection with an amended tax rdieichby Old D&B. The first half 2001 cash provitlérom operating activities reflects an
increase in net income of $25.9 million versusghme period of the prior year. In addition, inceshkillings in the 2001 first half resulted in
greater increases in accounts receivable and ddfezvenue than in the prior year period.

Net cash used in investing activities was $illion for the six months ended June 30, 200hpared with $24.4 million for the same
period of 2000. The 2000 amount included a $17lamiexpenditure for the acquisition of a finarcaftware company, and the 2001
amount included expenditures of $4.1 million fouiyg investments in credit rating agencies.

Net cash used in financing activities was $#8illion for the six months ended June 30, 2004 @onsisted primarily of $96.5 million of
share repurchases under the Company'’s share regerphogram and $14.2 million of dividends paiésetfin part by proceeds and related
tax benefits from employee benefit arrangemen®3df6 million. For the six months ended June 3002$105.5 million was provided by
financing activities, representing distributionsrfr Old D&B.

Pursuant to the Distribution Agreement, Moadyas allocated $195.5 million of debt at Septen30e12000. Moody’s funded this debt
with borrowings under a $160 million unsecured bexlolving credit facility and a bank bridge linavedit. On October 3, 2000 the
Company issued $300 million of notes in a privdeegment. The private placement notes have a #a-term and bear interest at an annual
rate of 7.61%, payable semi-annually. The cashgmds from the private placement were used in paggay the outstanding balance on the
revolving credit facility and to repay the briddped of credit.

The revolving credit facility, which was undna as of June 30, 2001, consists of an $80 miligrear facility and an $80 million 364-day
facility. Interest on borrowings under the facilisypayable monthly, at rates of interest thatta®sed on prevailing short-term interest rates at
the time of such borrowings.

A share repurchase program of up to $250anillivas approved by the Board of Directors in Oat@®®0, which includes both special
share repurchases and systematic repurchases ofaostock to offset the dilutive effect of shasusnces under Moody’s employee benefit
arrangements. On April 23, 2001, the Board of Doecincreased the authorization under the existiage repurchase program by an
additional $50 million. No share repurchases weagerin the second quarter of 2001. On a year ®lis, 3.5 million shares at a cost of
$96.5 million have been purchased during 2001.

On July 23, 2001, the Board of Directors apprba quarterly dividend of 4.5 cents per shafdaddy’s common stock, payable on
September 10, 2001 to shareholders of record atitise of business on August 20, 2001.

Moody'’s existing balances of cash, cash geéedrfaom ongoing operations and debt capacity mpeaed to be sufficient to fund Moody’
operating needs, service debt and pay dividends, the next year.
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Contingencies

Moody’s is involved in legal proceedings afi@ure considered normal to its business. In theiapof management, although the
outcome of such legal proceedings cannot be pestligith certainty, the ultimate liability of Moodyin connection with such legal
proceedings will not have a material effect on Mgedesults of operations, cash flows or finanpiasition.

In addition, Moody'’s has certain other conéingies discussed below.
Tax Matters

Pursuant to the Distribution Agreement, NewB&nd Moody’s have agreed to each be financiapoeasible for 50% of any potential
liabilities that may arise with respect to the eav$ described below, to the extent such poteribllities are not directly attributable to their
respective business operations.

Old D&B and its predecessors entered into @ltdx planning initiatives in the normal coursebakiness, principally through tax-free
restructurings of both their foreign and domesperations. These initiatives are subject to nomaelkew by tax authorities. It is possible that
additional liabilities may be proposed by tax auities as a result of these reviews and that sdntieeareviews could be resolved
unfavorably. At this time, Moody’s management isbie to predict the extent of such reviews, theamue thereof or whether the resolution
of these matters could materially affect Moody’sulés of operations, cash flows or financial positi

The IRS has completed its review of the wiiian of certain capital losses generated durirgpl#hd 1990. On June 26, 2000, the IRS, as
part of its audit process, issued a formal assasswith respect to the utilization of these caplitaises and Old D&B responded by filing a
petition for a refund in the U.S. District Court 8eptember 21, 2000, after the payments describlesvtwere made.

On May 12, 2000, an amended tax return wad fibr the 1989 and 1990 tax periods, which redl&&61.6 million of tax and interest due.
Old D&B paid the IRS approximately $349.3 milliohthis amount on May 12, 2000. IMS Health has infed Old D&B that it paid to the
IRS approximately $212.3 million on May 17, 200@eTpayments were made to the IRS to stop furtherast from accruing.
Notwithstanding the filing and payment, New D&Bcigntesting the IR's formal assessment and would also contest thesaisgent of
amounts, if any, in excess of the amounts paid.dyimohad previously accrued its anticipated shart@e probable liability arising from the
utilization of these capital losses.

Information Resources, Inc.

On July 29, 1996, IRI filed a complaint in thaited States District Court for the Southern Bistof New York, naming as defendants
Donnelley, ACNielsen and IMS Health. At the timetloé filing of the complaint, each of the otheratefants was a subsidiary of Donnelley.

The complaint alleges various violations oftdd States antitrust laws, including purportedations of Sections 1 and 2 of the Sherman
Act. The complaint also alleges a claim of tortilnterference with a contract and a claim of tarsianterference with a prospective business
relationship. These claims relate to the acquisitip defendants of Survey Research Group Limit&RG"). IRI alleges SRG
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violated an alleged agreement with IRI when it adrto be acquired by the defendants and that ttemdiants induced SRG to breach that
agreement.

IRI's complaint alleges damages in excess3803million, which amount IRI has asked to be teelhlinder antitrust laws. IRI also seeks
punitive damages in an unspecified amount.

Under the terms of the 1998 Distribution Agneat, as a condition to the Distribution, New D&Bdertook to be jointly and severally
liable with Moody’s for Old D&B’s obligations to Dmelley under the 1998 Distribution Agreement, uidlthg any liabilities relating to the
IRI action. However, under the Distribution Agreemes between themselves, each of New D&B and Masdths agreed to be responsible
for 50% of any payments to be made in respectefRh action pursuant to the 1998 Distribution Agreent or otherwise, including any legal
fees or expenses related then



Management is unable to predict at this tileefinal outcome of the IRI action or whether tesalution of such matter could materially
affect Moody'’s results of operations, cash flowdioancial position. See Note 4 to the condensetsalidated financial statements,
Contingencies, for additional information.

L'Association Francaise des Porteurs d' Emprunssés

On June 20, 2001, a summons was served intamdrought by L'Association Francaise des PosteuEmprunts Russes (“AFPER”)
against Moodys France SA (a subsidiary of the Company) and filetie Court of First Instance of Paris, Franoethis suit, AFPER, a groi
of holders of bonds issued by the Russian goverhprésr to the 1917 Bolshevik Revolution, makesmkagainst Moody’s France SA and
Standard & Poos SA for lack of diligence and prudence in thetings of Russia and Russian debt since 1996. AF&llEBes that, by failin
to take into account the post-Revolutionary reptiniieof pre-Revolutionary Czarist debt by the Sbgevernment in rating Russia and new
issues of Russian debt beginning in 1996, thegatgencies enabled the Russian Federation to iesuelebt without repaying the old
obligations of the Czarist government. Allegingnfoand several liability, AFPER seeks damages @8 Billion francs (approximately $2.34
billion) plus legal costs. Moody’s believes that llegations lack legal or factual merit and inleto vigorously contest the action.

Forward-Looking Statements

This Form 10-Q contains information about fatexpectations, plans and prospects for the Coy'pansiness and operations that
constitute forward-looking statements. The forwkroking statements and other information are madaf éhe date of this Form 10-Q, and
the Company disclaims any duty to supplement, @datevise such statements on a going-forwardgpasiether as a result of subsequent
developments, changed expectations or otherwissbrinection with the “safe harbor” provisions of fArivate Securities Litigation Reform
Act of 1995, the Company is identifying certainttas that could cause actual results to differhaps materially, from those indicated by
these forward-looking statements. Those factordsidt®; but are not limited to, customer reactioratad the exercise by various governmental
authorities of their discretionary authority inpest of, the Company’s guilty plea on April 10, 20@nd the conduct underlying it; changes in
the volume of debt securities issued in domestittarglobal capital markets; changes in interegtsrand other volatility in the financial
markets; possible loss of market share through etitign; introduction of competing products or teologies by other companies; pricing
pressures from competitors and/or customers; thengial emergence of government-sponsored cretiliigragencies; proposed U.S., foreign,
state and local legislation and regulations, iniclgdhose relating to nationally recognized sta#dtrating organizations; the possible loss of
key employees to investment or commercial bankdsawhere and related compensation cost pressheesutcome of any review by
controlling tax authorities of the Company'’s globsat planning initiatives; the uncertainty regaglinarket acceptance and revenue
generating opportunities for web-based researctiymts; and other factors as discussed in The NeB B&rporation Form 10 (Amendment
No. 2) filed on September 11, 2000 with the Semsiand Exchange Commission and in other filingderay the Company from time to tir
with the Securities and Exchange Commission.

Item 3. Qualitative and Quantitative Disclosures abut Market Risk

Moody’s maintains operations in 14 countriatsae of the United States, and approximately 20#s expenses for the three months and
six months ended June 30, 2001 were incurred ireoaies other than the U.S. dollar. Over 90% of Mo revenues for the six months and
three months ended June 30, 2001 were billed adfettad in U.S. dollars. As such, the Company isosed to market risk from changes in
foreign exchange rates.

As of June 30, 2001, approximately 11% of Mg@sd@ssets were located outside the U.S. Of Moodgtgregate cash and cash equivalents
of $164.4 million at June 30, 2001, approximate?@ £ million was located outside the United Staédth $21.1 million denominated in
British sterling and located in the United Kingdgommaking the Company susceptible to fluctuation®ieign exchange rates. Changes in the
value of these currencies relative to the U.S.adl@te charged or credited to the cumulative tediogi adjustment in shareholders’ equity.

The Company’s policy permits investments ingtideposits, commercial paper and money markesfuMdrket risk associated with these
investments is considered insignificant.

The Company has not engaged in foreign cuyrrdging transactions nor does the Company haye@enivative financial instruments.
However, the Company continues to assess the pesudr into hedging transactions to limit its rikle to fluctuations in exchange rates.
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PART Il. OTHER INFORMATION
Item 1. Legal Proceedings

Moody's is involved in legal proceedings, iaiand litigation arising in the ordinary coursebaginess. Although the outcome of si



matters cannot be predicted with certainty, indhmion of management, the ultimate liability of bity's in connection with such matters \
not have a material adverse effect on Moody's fireposition, results of operations or cash flows.

In addition, information relating to certaither legal proceedings is set forth in Manageméissussion and Analysis of Financial
Condition and Results of Operations — Contingenitid2art |, Item 2 of this Form 10-Q. For additibimdormation regarding the IRI matter,
reference is made to Part |, Item 3 of Moody’s AalrReport on Form 10-K for the year ended Decerthe2000.

Item 6. Exhibits and Reports on Form 8-K

(a) Exhibits
EXHIBIT NO. DESCRIPTION
3 ARTICLES OF INCORPORATION AND B-LAWS
A Restated Certificate of Incorporation of the Regist dated June 15, 1998, as

amended effective June 30, 1998, and as furthendeaeeffective October 1,
2000 (incorporated by reference to Exhibit 3.1h® Report on Form 8-K of
the Registrant, file numbe-14037, filed October 4, 2000

2 Amended and Restated Byws of the Registrant (incorporated by referemx
Exhibit 3.2 of the Registrant’s Registration Stagetnon Form 10, file number
1-14037, filed June 18, 1998

(b) Reports on Form 8-K

Not applicable.

SIGNATURES

Pursuant to the requirements of the Securities &xga Act of 1934, the Registrant has duly causisdeport to be signed on its behalf by
undersigned, thereunto duly authorized.

MOODY’S CORPORATION

Date: August 14, 200 By: /s/ JEANNE M. DERINC

Jeanne M. Dering
Senior Vice President and Chief
Financial Officer

Date: August 14, 200 By: /s/ CHARLES R. BRUSCH

Charles R. Bruschi
Vice President and Corporate
Controller
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