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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

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

Three Months Ended March 31,

2002 2001
Revenue $231.¢ $180.2
Expense:!
Operating, selling, general and administrative espe 92.¢ 86.:
Depreciation and amortizatic 4.1 4.1
Total expense 96.¢ 90.4
Operating incom: 134.7 89.¢
Interest and other n-operating expense, n (4.6 (3.5
Income before provision for income ta 130.1 86.:
Provision for income taxe 57.5 38.Z
Net income $ 72.€ $ 48.C
I I
Earnings per shal
Basic $ 0.47 $ 0.3C
Diluted $ 0.4€ $ 0.3C
| |
Weighted average shares outstanc
Basic 154.¢ 159.(
Diluted 158.1 161.1
| |

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)

March 31, 2002 December 31, 2001
Assets
Current assel
Cash and cash equivalel $177.¢ $ 163.2
Accounts receivable, net of allowances of $26.2002 and $27.3 in 20( 158.2 148.¢
Other current asse 60.t 59.€
Total current asse 396.% 371.-
Property and equipment, r 43.C 42.¢
Prepaid pension cos 57.¢ 57.2
Intangible assets, n 14.7 10.2
Other asset 17.¢ 23.¢
Total asset $530.] $ 505.4
[ | [ |
Liabilities and Shareholders’ Equity
Current liabilities
Accounts payable and accrued liabilit $ 169.7 $ 236.¢
Deferred revenu 154.¢ 122.¢
Total current liabilities 324.¢ 359.:
Non-current portion of deferred reven 21.2 19.¢
Notes payabli 300.( 300.(
Other liabilities 135.¢ 130.¢
Total liabilities 781. 809.t
Contingencies (Note ¢
Shareholders’ equity
Preferred stock, par value $ .01 per share; 100000shares authorized; no shares issued and
outstandin — —
Series common stock, par value $ .01 per sharep@MOO0 shares authorized; no shares issuec
outstanding — —
Common stock, par value $ .01 per share; 400,000s88res authorized; 171,451,136 shares is
and outstanding at March 31, 2002 and Decembe2(B1], 1.7 1.7
Capital surplu 49.4 43.7
Retained earnings (accumulated defi 26.2 (39.9)
Treasury stock, at cost; 17,189,324 and 17,043h&8s of common stock at March 31, 2002 ¢
December 31, 2001, respectivi (325.6) (307.5)
Cumulative translation adjustme (3.2 (2.7)
Total shareholde’ equity (251.9) (304.7)
Total liabilities and sharehold¢ equity $ 530.1 $ 505.¢
] ]

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

Three Months Ended March 31,

2002 2001

Cash flows from operating activitir
Net income $ 72.€ $ 48.C

Reconciliation of net income to net cash providgperating activites

Depreciation and amortizatic 4.1 41

Changes in assets and liabiliti
Accounts receivabl (9.9 (22.¢)
Other asset (1.5 (0.5
Accounts payable and accrued liabilit (66.9) 8.1
Deferred revenu 33.¢ 32.¢
Other liabilities 5.2 2.1
Net cash provided by operating activit 37.t 71.¢

Cash flows from investing activitie
Net capital addition (2.9 (3.0
Other (0. 0.1
Net cash used in investing activiti (3.0) (2.¢

Cash flows from financing activitie
Net proceeds from stock pla 18.7 15.€
Cost of treasury shares repurcha (31.]) (96.5)
Payment of dividend (7.0 (7.2
Net cash used in financing activiti (19.9) (88.0)
Effect of exchange rate changes on ¢ (0.5 (2.0
Increase (decrease) in cash and cash equivi 14.€ (20.7)
Cash and cash equivalents, beginning of the pi 163.2 119.1
Cash and cash equivalents, end of the pe $177.¢ $ 99.C
| |

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

1. BACKGROUND AND BASIS OF PRESENTATION

Moody’s Corporation (“Moody’s” or the “Company’3 global credit rating, research and risk analfjsis, publishes credit opinions, resea
and ratings on fixed-income securities, issuerseoiirities and other credit obligations. The Corggaublishes rating opinions on a broad
range of credit obligations issued in domestic iatelnational markets, including various corporatel governmental obligations, structured
finance securities and commercial paper prograrme.dompany also publishes investor-oriented crediarch including in-depth research
on major issuers, industry studies, special comsnandl credit opinion handbooks. Moody’s Risk Mamaget Services develops and
distributes credit risk assessment software usdahbis and other financial institutions in theinmoercial lending, portfolio management .
other activities. It also provides modeling to@salytics, credit education materials, seminarsymuter-based lending simulations and other
products and services.

The Company operated as part of The Dun & Brads@eeporation (“Old D&B”) until September 30, 20Qe “Distribution Date”), when
Old D&B separated into two publicly traded companieMoody’s Corporation and The New D&B CorporatioNéw D&B”). At that time,
Old D&B distributed to its shareholders shares efMND&B stock. New D&B comprised the business of OIB’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 serviceS\ithedy’s Business”) and was renamed “Moody’s Cogimm.” The method by which Old
D&B distributed to its shareholders its shares efMND&B stock is hereinafter referred to as the ‘@@istribution.”

These interim financial statements have been pegparaccordance with the instructions to Form@nd should be read in conjunction v
the Company’s consolidated financial statementsrataded notes in the Company’s 2001 Annual Repoform 10-K filed on March 22,
2002. The results of interim periods are not nearlgsndicative of results for the full year oryaeubsequent period. In the opinion of
management, all adjustments (consisting of norealnring accruals) considered necessary for @fasentation of financial position, results
of operations and cash flows at the dates andhéopériods presented have been included.

2. RECONCILIATION OF SHARES USED IN COMPUTING EARNI NGS PER SHARE

Below is a reconciliation of basic weighted averafares outstanding to diluted weighted averageestwutstanding:

THREE
MONTHS ENDED

MARCH 31,

(in millions)
2002 2001
Weighted average number of she— Basic 154.¢ 159.(
Dilutive effect of shares issuable under employwee director stock plar 3.7 2.1
Weighted average number of she— Diluted 158.1 161.1
| |
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Options to purchase 3.4 million and 4.9 millionEsaof common stock were outstanding at March 8022nd 2001, respectively, but were
not included in the computation of diluted earnipgs share for the respective three month periedalse the options’ exercise prices were
greater than the year-to-date average market pfittee Company’s common stock.

3. INVESTMENTS IN AFFILIATES

In August 1998, the Company made a 10% cost-bagestment in Korea Investors Service (“KIS”), a Ban rating agency. In December
2001, the Company entered into a definitive agregnueincrease its investment to just over 50% edst of $9.6 million with contingent
payments of up to $5.4 million based on future g of KIS. The purchase price of $9.6 million viedd in escrow pending regulatory
approval in Korea, which was received in Januai§220

The investment was recorded at cost through Decefih&001; starting in January 2002, the Compamgalidated the results of KIS in its
financial statements. The minority shareholdergriest has been included in other long-term litiedi

The purchase price allocation resulted in amorteatiangible assets of $2.9 million, with weightaderage useful lives of 5.6 years, and
goodwill of $1.9 million.

4. GOODWILL AND OTHER INTANGIBLE ASSETS

Effective as of January 1, 2002, the Company adbBtatement of Financial Accounting Standards (“SHANo. 142, Goodwill and Other
Intangible Assets. Under SFAS No. 142, goodwill atiter intangible assets with indefinite lives acelonger amortized but are reviewed
annually for recoverability, or more frequentlyirifpairment indicators arise. Transitional goodwilbairment testing must be completed
within the first six months after adoption. Thistiag requires the Company to estimate the fawevaf its identified reporting units and for
instances when the book value exceeds the estirfaitadilue of the reporting units a write-downgafodwill is required. As of March 31,
2002, the Company is in the process of performuapgesting. At this time, the Company does notcgdte that such testing will result in
impairment loss.

Net income and basic and diluted earnings per dbatbe quarter ended March 31, 2001, adjustezkttude amounts no longer bei
amortized are as follows:

THREE MONTHS ENDED
MARCH 31,

2002 2001

(amounts in millions,
except per share data)

Net income, as reporte $72.€ $48.C
Add back: goodwill amortization expense, net of — 0.2
Adjusted net incom $72.€ $48.2

| |

Basic earnings per common she

As reportec $0.47% $0.3(

Adjusted $0.47 $0.3(
Diluted earnings per common shs

As reportec $0.4¢€ $0.3(

Adjusted $0.4€ $0.3(

The following table summarizes the activity in gaditifor the periods indicated:
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THREE MONTHS TWELVE MONTHS
ENDED ENDED
MARCH 31, DECEMBER 31,
2002 2001
(in millions)
Beginning balanc $6.0 $ 8.5
Net change from acquisitiol 1.9 (0.9
Amortization expens — (2.1
Total $7.9 $6.C
| |
The following table summarizes other intangiblelsjsct to amortization at the dates indicated:
MARCH 31, DECEMBER 31,
2002 2001
(in millions)
Customer lists $7.1 $4.€
Accumulated amortizatio (1.5 1.3
Net customer list $5.€ $ 3.2
| |
Other intangible: 1.6 1.t
Accumulated amortizatio (0.7) (0.5
Net other intangible $1.2 $1.C
| |
Total $6.8 $4.32
| |

Amortization expense for other intangibles for theee months ended March 31, 2002 and 2001 wasn§ilidn and $0.2 million,
respectively.

The Company had no intangible assets that wersuigjéct to amortization at March 31, 2002, Decen®ie2001 or March 31, 2001.
5. INDEBTEDNESS

In connection with the Distribution, Moody’s wasaglated $195.5 million of debt at September 30,208oody’s funded this debt with
borrowings under a $160 million unsecured bank Ireng credit facility and a bank bridge line of die

On October 3, 2000 the Company issued $300 miifomotes payable (the “Notes”) in a private placem&he cash proceeds from the Notes
were used in part to repay the outstanding balandbe revolving credit facility and to repay thidige line of credit. The Notes have a five-
year term and bear interest at an annual rate64f4, payable sel-annually.

The revolving credit facility (the “Facility”), wich was undrawn as of March 31, 2002, consists &&@nmillion 5year facility that expires |
September 2005 and an $80 million 364-day fadiligt expires in September 2002. Interest on oudgtgrborrowings is payable monthly at
rates of interest that are based on prevailingtdleamn interest rates at the time of such borrowidgs discussed in

-8-




Table of Contents
Note 9, Subsequent Events, in April 2002 Mc’s used this Facility to initially fund a portiori the purchase price for the KMV acquisition.

The Notes and the Facility (the “Agreements”) coamtavenants that, among other things, restricathibty of the Company and its
subsidiaries, without the approval of the lendergngage in mergers, consolidations, asset satesade-leaseback transactions or to incur
liens, and require the Company to maintain ceffiaancial ratios. The Notes and the Facility alsatain financial covenants that, among
other things require the Company to maintain agrédt coverage ratio, as defined in the Agreemehtst less than 3 to 1, and a ratio of
total indebtedness to earnings before intereststadepreciation and amortization, as definedenfthreements, of not more than 4 to 1.

6. CONTINGENCIES

Moody'’s is involved in legal proceedings, claimglditigation arising in the ordinary course of messs. 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, Inc. (")Riled a complaint in the United States Distridourt for the Southern District of New
York, naming as defendants the corporation themiknas The Dun & Bradstreet Corporation and, asudsed below, now known as R.H.
Donnelley Corporation (“Donnelley”), A.C. Nielserof@pany (a subsidiary of ACNielsen Corporation) 84& 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.

The complaint alleges various violations of Uniftdtes antitrust laws, including purported violati@f Sections 1 and 2 of the Sherman Act.
The complaint also alleges a claim of tortiousrif@eence with a contract and a claim of tortiougiference 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 IRl when it agreed to baigied by the defendants and that the defendante@®tiSRG to breach that agreement.

IRI's complaint alleges damages in excess of $3B@m which amount IRI asked to be trebled undatitrust laws. IRI also seeks punitive
damages of an unspecified amount.

In November 1996, Donnelley completed a distributio its shareholders (the “1996 Distribution”)tbé capital stock of ACNielsen
Corporation (“ACNielsen”) and Cognizant Corporatid@ognizant”). On October 28, 1996, in connectiaith the 1996 Distribution,
Cognizant, ACNielsen and Donnelley entered intdnalemnity and Joint Defense Agreement (the “Indéynand Joint Defense Agreement”)
pursuant to which they have agreed (i) to certaiangements allocating potential liabilities (“IRkbilities”) 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 tee calculated at such time such
liabilities, if any, become payable (the “ACN Maxaim Amount”), and that Donnelley and Cognizant sfikre liability equally for any
amounts in excess of the ACN Maximum Amount. TheNA@aximum Amount will be determined by an investrneanking 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 alyilto deliver a viability opinion (but
which will not require any action requiring sharletes approval), and (ii) payment of related feed earpenses. 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 becomeadukto finance the current
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and anticipated operating and capital requiremefits business, as reconstituted by such plartyforyears from the date any such plan is
expected to be implemented. On February 19, 20€Niélsen announced that it had merged with VNU N.V.

Pursuant to the Indemnity and Joint Defense AgreénwNU is to be included with ACNielsen for purgssof determining the ACN
Maximum Amount, and VNU assumed ACNielsen’s lighgk under that agreement.

In June 1998, Donnelley completed a distributioitdshareholders (the “1998 Distribution”) of tbegpital stock of Old D&B and changed its
name to R.H. Donnelley Corporation. In connectiothwhe 1998 Distribution, Old D&B and Donnelleytered into an agreement (the “1998
Distribution Agreement”) whereby Old D&B assumebpadtential liabilities of Donnelley arising frorhé IRI action and agreed to indemnify
Donnelley in connection with such potential liatés.

During 1998, Cognizant separated into two compamiéS Health Incorporated (“IMS Health”) and Niefs®edia Research, Inc. (‘NMR”).
IMS Health and NMR are each jointly and severaliple for all Cognizant liabilities under the Indeity and Joint Defense Agreement.

Under the terms of the 2000 Distribution, New D&Bdertook to be jointly and severally liable with btty’s for Old D&B'’s obligations to
Donnelley under the 1998 Distribution Agreementjuding any liabilities arising under the Indemrétiyd Joint Defense Agreement.
However, as between themselves, each of New D&BMwoally’s will be responsible for 50% of any payneetd be made with respect to the
IRI action pursuant to the 2000 Distribution Agresm including legal fees or expenses related toere

Management is unable to predict at this time thalfoutcome of the IRI action or whether the resofuof this matter could materially affect
Moody'’s results of operations, cash flows or finahposition. As such, no amount in respect of thiater has been accrued in the financial
statements of the Company.

L’Association Francaise des Porteurs d’ Emprunts Rgs

On June 20, 2001 a summons was served in an detoght by L'Association Francaise des PorteurSrdprunts Russes (“AFPER&gains
Moody’s France SA (a subsidiary of the Company) filed in the Court of First Instance of Paris, ikea. In this suit, AFPER, a group of
holders of bonds issued by the Russian governnrenttp the 1917 Bolshevik Revolution, makes clamgginst Moody’s France SA and
Standard & Poos SA for lack of diligence and prudence in thetings of Russia and Russian debt since 1996. AF&lEEBes 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 mesuaebt without repaying the old
obligations of the Czarist government. Allegingnjoand several liability, AFPER seeks damages pfapmately $2.4 billion plus legal
costs. Moody’s believes the allegations lack legdhctual merit and intends to vigorously contastaction.

Tax Matters

Pursuant to the 2000 Distribution, New D&B and Mypschave agreed to each be financially respons$ds&0% of any potential liabilities
that may arise with respect to the reviews desdrilow, to the extent such potential liabilities aot directly attributable to their respective
business operations.

Old D&B and its predecessors entered into globaptanning initiatives in the normal course of mess, including through tax-free
restructurings of both their foreign and domesperations. These initiatives are subject to nomaelew 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, Moody’s management isible to predict the extent of such reviews, theaue thereof or whether the resolution
of these matters could materially affect Moody’sulés of operations, cash flows or financial positi
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The IRS has completed its review of the utilizatidrrertain capital losses generated during 19891890. On June 26, 2000, the IRS, as
of its audit process, issued a formal assessméhtragpect to the utilization of these capital éssand Old D&B responded by filing a petit
for a refund in the U.S. District Court on Septembg, 2000, after the payments described below werde.

Pursuant to a series of agreements, IMS HealtiNhig are jointly and severally liable to pay onefhahd Donnelley the other half, of any
payments for taxes and accrued interest arising fros matter and certain other potential tax libs after Donnelley pays the first
$137 million.

In connection with the 1998 Distribution, Old D&B&Donnelley entered into an agreement wherebyD&iB assumed all potential
liabilities of Donnelley arising from these tax et and agreed to indemnify Donnelley in connectiith such potential liabilities.

On May 12, 2000, an amended tax return was filedhfe 1989 and 1990 tax periods, which reflectegil®s million of tax and interest due.
Old D&B paid the IRS approximately $349.3 milliohthis amount on May 12, 2000. IMS Health inform@idl D&B that it paid to the IRS
approximately $212.3 million on May 17, 2000. Tleyments 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 probableliiglairising from the utilization of these
capital losses.

Subsequent to making its May 2000 payment to ti& IRIS Health sought partial reimbursement from NM#Rler their 1998 Distribution
Agreement (the “IMS/NMR Agreement”). Neither ther@gany nor Donnelley was a party to the IMS/NMR Agment. NMR paid IMS
Health less than the amount sought by IMS Healtteuthe IMS/NMR Agreement and, in 2001, IMS Hedilégd an arbitration proceeding
against NMR to recover the difference. IMS Heatihght to include Donnelley in this arbitration, airgg that if NMR should prevail in its
interpretation of the IMS/NMR Agreement, then IM®@alth could seek the same interpretation in amreltave claim against Donnelley.
During the first quarter of 2002, the arbitraticangl ruled that Donnelley properly belonged asréypa the arbitration. If NMR should
prevail in the arbitration against IMS Health aimdturn, IMS Health should prevail against Donnglldhen the Company believes that the
additional liability to Donnelley would be approxately $15 million, net of tax benefits. As notedab, under the 2000 Distribution
Agreement, the Company is responsible for onedfadiny amount for which Donnelly is liable in thisatter. The Company believes that the
claim asserted against Donnelly by IMS Health it merit and therefore, in the opinion of mamaget, the outcome of this matter will
not have a material effect on the Company's fir@rmsition or results of operations.

7. COMPREHENSIVE INCOME

Total comprehensive income was as follows:

THREE MONTHS
ENDED MARCH 31,

(in millions)
2002 2001
Net income $72.€ $48.C
Other comprehensive lo- foreign currency translation adjustm (0.9 (1.9
Total comprehensive incon $72.2 $46.€
| |

8. SEGMENT INFORMATION
The Company reports segment information in accarelavith SFAS No. 131, “Disclosures about Segmeh&dnterprise and Related
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Information.” in accordance with SFAS No. 131, aggigrg 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 acedanepproximately 90% of the
Company’s total revenue. Given the dominance ofdhiags segment to Moody’s overall results, thenpany does not separately measure
and report operating income for the ratings businBather, revenue is the predominant measureadildy senior 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 and are considergaora total company basis.

The ratings segment comprises four major ratingjgspeach of which has similar economic and fir@rdiaracteristics. They are corporate
finance, structured finance, financial institutiaare sovereign risk and public finance.

Revenue included in “Other” consists of researsiemee, generated from the sale of investor-orieatedit research, and risk management
services revenue, generated from the sale of aigkiassessment software and related productsemites.

International revenue is determined based on te®mer’s country of domicile.

There are no intersegment sales and no singlernestaccounted for 10% or more of total revenue.

THREE MONTHS ENDED

MARCH 31,
(in millions)
2002 2001
Revenue
Ratings
Structured financ $ 88.€ $ 59.1
Corporate financ 58.C 54.t
Financial institutions and sovereign r 37.7 31.4
Public finance 17.7 13.C
Total ratings revenu 202.( 158.(
Other 29.€ 22.2
Total revenue 231.¢ 180.2
Total expense 96.¢ 90.4
Operating Incom 134.7 89.¢
Interest and other n-operating expense, n (4.6) (3.5
Income before provision for income ta» $130.1 $ 86.2
I I
Revenue by geographic art
United State: $163.¢ $131.¢
Internationa 67.7 48.c
Total revenue $231.€ $180.Z
| |

9. SUBSEQUENT EVENTS
Acquisition of KMV
On April 12, 2002, Moody’s acquired KMV, a quantit@ credit risk management tools company, in acagh transaction for
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$210 million. The acquisition will expand the custer base and product offerings of Moody’s credik @ssessment business, which was
previously operated by Moody’s Risk Management Bes: Moody’s initially funded the transaction wiatcombination of cash on hand and
borrowings of $81 million under its existing baredit lines. The Company intends to pursue morenpaent financing for the acquisition in
order to retain open bank credit lines and to ash dlow from operations for share repurchases.

Dividends

On April 23, 2002, the Board of Directors of then@any approved a quarterly dividend of 4.5 centsspare of Moody’s common stock,
payable on June 10, 2002 to shareholders of rextdite close of business on May 20, 2002.

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

Except where otherwise indicated, the terms “Moetgt “the Company” refer to Moody’s Corporationdaits wholly owned subsidiaries.
Moody'’s is a leading global credit rating, reseamcl risk analysis firm in terms of market positicgevenue, income and a number of other
relevant standards. The Company publishes ratingas on a broad range of credit obligations. Ehieslude various corporate and
governmental obligations, structured finance séiesrand commercial paper programs, issued in diicregsd international markets. Moogy’
also assigns ratings to issuers of securitiesyamae company obligations, bank loans, derivatieglpcts, bank deposits and other bank debt
and managed funds.

Closely integrated with its ratings services, Moadyovides research services that are utilizethbijtutional investors and other credit
professionals. Moody’s publishes more than 100ame$eproducts covering areas such as investmedé gnad speculative grade corporate
bonds, the banking sector, municipal bonds andgagsg- and asset-backed securities, in cross-bamdkedomestic markets worldwide.

Moody’s Risk Management Services, Inc., a whollyned subsidiary of Moody’s (“Moody’s Risk Managem&watrvices” or “MRMS”),
develops and distributes credit risk assessmetwand used by banks and other financial institigtiontheir portfolio management,
commercial lending and other activities. Moody'siRManagement Services also provides modeling taalslytics, credit education
materials, seminars, computer-based lending siimnkfnd other products and services that havdeshélio develop continuing
relationships with its clients. In April 2002, t@@mpany completed the acquisition of KMV, a quanitie credit risk management tools
company, in an all-cash transaction for $210 millidhe transaction was initially funded by a conaltion of cash on hand and borrowings of
$81 million under existing bank credit lines. Then@pany intends to pursue more permanent finananthé acquisition in order to retain
open bank credit lines and to use cash flow froeraiions for share repurchases. The acquisitidrewland the customer base and product
offerings of Moody'’s credit risk assessment busines

Critical Accounting Policies

Moody’s discussion and analysis of its financiatdition and results of operations are based upeiCttmpany’s consolidated financial
statements, which have been prepared in accordegititaccounting principles generally accepted m thited States. The preparation of
these financial statements requires Moody’s to nestienates and judgments that affect reported atamirassets, liabilities, revenues and
expenses, and related disclosures of contingeatsasrd liabilities. Moody’s bases its estimatesistorical experience and on other
assumptions that are believed to be reasonable timeleircumstances. On an ongoing basis, Moodyatuates its estimates, including those
related to revenue recognition, accounts receivaltd&ances, deferred tax assets and undistribedenings of non-U.S. subsidiaries,
contingencies, valuation of investments in affégtlong-lived and intangible assets and gooduiilt] stock options. Actual results may differ
from these estimates under different assumptiom®ditions. Item 7, Management’s Discussion and
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Analysis of Financial Condition and Results of Ggiems, in the Company’s Annual Report on Form 1fithe year ended December 31,
2001, includes detailed descriptions of some ofuddgments that Moody’s makes in applying its actting policies in these areas.

Operating Segments

Moody’s operates primarily in one reportable busgneegment, ratings, which accounts for approximatd of the Company’s total
revenue. Given the dominance of the ratings segtoddbody’s overall results, the Company does episately measure and report
operating income for the ratings business. Ratkggnue is the predominant measure utilized byosenanagement for assessing
performance and for the allocation of resourced,aperating income is evaluated for Mocglg's a whole. In addition, assets are not alloc
on a segment basis and are considered only omalectohpany basis.

The ratings segment is composed of four ratingagsopcorporate finance, structured finance, finaroistitutions and sovereign risk, and
public finance. Revenue included in “Other” corsist research revenue, generated from the sateve$ior-oriented credit research, and risk
management services revenue, generated from thefatedit risk assessment software and relatedysts and services. Moody'’s also
reports revenue separately for two geographic aké& and international, which is determined basmethe customer’s country of domicile.

Results of Operations
Three Months Ended March 31, 2002 Compared With Thee Months Ended March 31, 2001

Revenue for the first quarter of 2002 was $231.ianj an increase of $51.4 million or 28.5% froh8B.2 million for the first quarter of the
previous year. Moody'’s achieved strong growth tmggs revenue, with U.S. and European structumeghiie being the largest growth driver.
Strong first quarter growth was also achieved seagch revenue, due to continued demand for Intbased research and the addition of
customers, and in Moody'’s Risk Management Servieesnue.

Ratings revenue was $202.0 million in the firstiggraof 2002, up 27.8% from $158.0 million in thesf quarter of 2001. The increased
revenue was driven primarily by strong growth ia tiiobal structured finance, U.S. financial ingitins and sovereign risk, and U.S. public
finance issuance sectors.

Structured finance ratings revenue was $88.6 millar the first quarter of 2002, an increase of.$28illion or 49.9% from $59.1 million in
the first quarter of 2001. The increase was dudrting growth in the U.S., Europe and Japan ac®ssral market sectors, especially
residential mortgage-backed securities in the &in8.credit derivatives in Europe.

Revenue from corporate ratings was $58.0 milliothinfirst quarter of 2002, up $3.5 million or 6.48ém $54.5 million in the first quarter of
2001. U.S. investment grade issuance volume gr@noajmately 4% in the quarter, whereas the numbé&soies grew 13%. This was
partially offset by a 21% decline in U.S. high-géssuance volume.

Revenue from financial institutions and sovereigk was $37.7 million for the first quarter of 2Q0@2 increase of $6.3 million or 20.1%
from $31.4 million for the same period of 2001. UisSuance activity was up versus the prior yeartgu as issuers took advantage of
favorable borrowing costs in this sector.

Public finance ratings revenue increased 36.2% %&million for the first quarter of 2002, from30 million for the 2001 first quarter. This
growth principally reflected an increase in thelaiololume of transactions rated.

Other revenue increased to $29.6 million for thst fquarter of 2002, an increase of 33.3% fromstmae period of 2001. Research revenue

grew 27.2% to $21.5 million in the quarter, dust@ng demand for products delivered via the Irgeamd the addition of new customers. In
addition, Moody’s Risk Management Services achiéd28% revenue growth to $8.1 million, reflectimgrieased sales of credit decisioning
software and Moody’s RiskCalc credit assessmerdymts.

-14 -




Table of Contents

Revenue in the United States was $163.9 milliortHerfirst quarter of 2002, an increase of $32.ianior 24.3% from $131.9 million in the
first quarter of 2001. This increase reflectedrsgrgrowth in ratings revenue, with growth in sturetd finance, financial institutions and
public finance driving the majority of the increase

Moody'’s international revenue was $67.7 milliorthe first quarter of 2002, an increase of 40.29mf@48.3 million in the same period of
2001. The strong growth was principally driven ligher structured finance ratings revenue in Euame Japan. International research
revenue increased 27.7% over the first quarte06fl2reflecting the addition of new customers.

Operating, selling, general and administrative esps were $92.8 million in the first quarter of 208n increase of $6.5 million, or 7.5%
over the first quarter of 2001. This increase wascpally due to higher compensation and relatestto support business expansion,
primarily in Europe and the structured finance bass. Depreciation and amortization was $4.1 miliiothe first quarter of 2002 and 2001.

Moody’s operating income of $134.7 million for thest quarter of 2002 was up 50.0% from $89.8 roiilin the same period of 2001.

Interest and other non-operating expense was $#liémfor the first quarter of 2002 compared with $3.8liom for the same period of 200
The increase principally reflected decreased isteneome in 2002 due to lower interest rates.

Moody'’s effective tax rate was 44.2% in the firsager of 2002 compared to 44.4% in the first qeranf 2001.

Moody'’s reported net income of $72.6 million foetfirst quarter of 2002, an increase of 51.3% &4&.0 million for the same period of
2001. Basic and diluted earnings per share fofitsiequarter of 2002 were $0.47 and $0.46, respelyt compared to basic and diluted
earnings per share of $0.30 for the first quarf&001.

Liquidity and Capital Resources

Net cash provided by operating activities was $37ilon and $71.8 million for the three months eddvarch 31, 2002 and 20(
respectively. In the first quarter of 2002 incorae payments were approximately $60.0 million higthen in the prior year quarter, due
primarily to the timing of payments. In additiorgypnents for prior year incentive compensation wegker in the first quarter of 2002 thar
2001. These impacts were partially offset by yeaydar growth in Moody’s net income of $24.6 mitlio

Net cash used in investing activities was $3.0iamilfor the three months ended March 31, 2002 coetpaith $2.9 million for the san
period of 2001. Capital expenditures were $2.9iamlin 2002 and $3.0 million in 2001.

Net cash used in financing activities was $19.4ionilfor the three months ended March 31, 2002 amexgbto $88.0 million for the thre
months ended March 31, 2001. The significant deer@acash used in 2002 primarily reflected lowssrsling for repurchases of the
Company’s stock, which totaled $12.4 million in 208nd $80.9 million in 2001, net of stock optiomgereds and related tax benefits.
Dividends paid in 2002 and 2001 were $7.0 milliod 7.1 million, respectively.

In connection with the Distribution, Moody’s wasoalated $195.5 million of debt at September 3020oody’s funded this debt with
borrowings under a $160 million unsecured bank Ikérg credit facility and a bank bridge line of die On October 3, 2000, the Company
issued $300 million of notes in a private placemn(ém “Notes”). The private placement notes hafigexyear term and bear interest at an
annual rate of 7.61%, payable semi-annually. Tisé gaoceeds from the private placement were uspdrirto repay the outstanding balance
on the revolving credit facility and to repay thédige line of credit.
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The revolving credit facility (the “Facility”), with was undrawn as of March 31, 2002, consists &nmillion 5-year facility and an
$80 million 364-day facility. Interest rates on lawings under the Facility are based on prevaifihgrt-term rates at the time of such
borrowings. As noted below, in April 2002, Moodyised this Facility to initially fund a portion di¢ purchase price for the KMV
acquisition.

The Notes and the Facility (the “Agreements”) contavenants that, among other things, restricttiity of the Company and its
subsidiaries, without the approval of the lend&rgngage in mergers, consolidations, asset satbsade-leaseback transactions or to incur
liens. The Notes and the Facility also containritial covenants that, among other things, reqhiee@ompany to maintain an interest
coverage ratio, as defined in the Agreements, bfess than 3 to 1, and a ratio of total indebtedrie earnings before interest, taxes,
depreciation and amortization, as defined in theesAments, of not more than 4 to 1. At March 31,20@ Company was in compliance with
its debt covenants. If an event of default weredeour (as defined in the Agreements) and was moe¢déed by the Company within the
stipulated timeframe, an acceleration of the Nate$ restrictions on the use of the Facility couddu.

At March 31, 2002 Moody did not have any relationships with unconsolidasetities or financial partnerships, such as iestibften referre
to as special purpose entities, which would hawnlestablished for the purpose of facilitating ledifance sheet arrangements or other
contractually narrow or limited purposes. As sudbpdy'’s is not exposed to any financing, liquiditgarket or credit risk that could arise if it
had engaged in such relationships.

On April 12, 2002, Moody’s completed the previouahnounced acquisition of KMV, a quantitative ctedik management tools company,
in an all-cash transaction for $210 million. Thensaction was initially funded with a combinatidrcash on hand and $81 million of
borrowings under Moody'’s existing bank credit lin€ke Company intends to pursue more permanemding in order to retain open bank
credit lines and to use cash flow from operatiansshare repurchases.

Moody’s expects to have positive operating casi,flas well as after-tax free cash flow, for fisgahr 2002. The Company currently intends
to use the majority of such free cash flow to amni its share repurchase program. However, anggiions of future cash needs and cash
flows are subject to substantial uncertainty. RedéManagement’s Discussion and Analysis, AddidibRactors That May Affect Future
Results”, in the Company’s 2001 Annual Report omi&0-K, as filed on March 22, 2002. In additidme Company will from time to time
consider acquisitions of or investments in completaly businesses, products, services and techesloghich might affect liquidity
requirements and cause the Company to pursue @ulifinancing. There can be no assurance thatding will be available in amounts or
on terms acceptable to the Company, if at all.

In October 2000, the Board of Directors of Mood@srporation authorized a share repurchase progfam @ $250 million, which amount
was subsequently increased to $300 million. Thegram includes both special share repurchases atehsstic repurchases of Moody’s
common stock to offset the dilutive effect of shimsiance under the compasgmployee benefit arrangements. The Company coedptiea
program in late 2001 and in October 2001 the Bo&idirectors authorized an additional program ofta$300 million.

During the first quarter of 2002, the Company repased 0.8 million shares of its common stocktata cost of approximately $31 million,
bringing total repurchases to 12.2 million shartes eost of approximately $371 million. This inckgd4.1 million shares to offset issuances
under Moody’s stock plans. Moody’s anticipates ctatipg the current $300 million share repurchassg@mm by mid-2003.

On April 23, 2002, the Board of Directors of then@any approved a quarterly dividend of 4.5 centsspare of Moody’s common stock,
payable on June 10, 2002 to shareholders of rextdite close of business on May 20, 2002.
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Moody'’s is involved in legal proceedings of a nature @ered normal to its business. In the opinion ohagement, although the outcome
such legal proceedings cannot be predicted wittaicey, the ultimate liability of Moody’s in conngan with such legal proceedings will not
have a material effect on Moody’s results of opgeret, cash flows or financial position. In additidioody’s has certain other contingencies
discussed below.

Tax Matters

Pursuant to the 2000 Distribution, New D&B and Mygachave agreed to each be financially respon$dsl®0% of any potential liabilities
that may arise with respect to the reviews desdriimow, to the extent such potential liabilities aot directly attributable to their respective
business operations.

Old D&B and its predecessors entered into globaptanning initiatives in the normal course of mess, including through tax-free
restructurings of both their foreign and domespierations. These initiatives are subject to nomaaiew 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 isible to predict the extent of such reviews, theaue 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 utilizatidrtertain capital losses generated during 19891890. On June 26, 2000, the IRS, as
of its audit process, issued a formal assessméhtragpect to the utilization of these capital éssand Old D&B responded by filing a petit
for a refund in the U.S. District Court on Septembdg, 2000, after the payments described below werde.

Pursuant to a series of agreements, IMS HealtiNAh& are jointly and severally liable to pay onefhahd Donnelley the other half, of any
payments for taxes and accrued interest arising fros matter and certain other potential tax liibs after Donnelley pays the first
$137 million.

In connection with the 1998 Distribution, Old D&B&Donnelley entered into an agreement wherebyD&iB assumed all potential
liabilities of Donnelley arising from these tax regis and agreed to indemnify Donnelley in connectiith such potential liabilities.

On May 12, 2000, an amended tax return was filedhfe 1989 and 1990 tax periods, which reflectsl®énillion of tax and interest due. C
D&B paid the IRS approximately $349.3 million ofslamount on May 12, 2000. IMS Health has inforréd D&B that it paid to the IRS
approximately $212.3 million on May 17, 2000. Tleyments 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 probableliiglairising from the utilization of these
capital losses.

Subsequent to making its May 2000 payment to ti& IRIS Health sought partial reimbursement from NiRler their 1998 Distribution
Agreement (the “IMS/NMR Agreement”). Neither ther@gany nor Donnelley was a party to the IMS/NMR Agment. NMR paid IMS
Health less than the amount sought by IMS Healtteuthe IMS/NMR Agreement and, in 2001, IMS Hedilgd an arbitration proceeding
against NMR to recover the difference. IMS Heatihght to include Donnelley in this arbitration, airgg that if NMR should prevail in its
interpretation of the IMS/NMR Agreement, then IM®@alth could seek the same interpretation in amreltave claim against Donnelley.
During the first quarter of 2002, the arbitraticang! ruled that Donnelley properly belonged asréypa the arbitration. If NMR should
prevail in the arbitration against IMS Health aimdturn, IMS Health should prevail against Donnglldhen the Company believes that the
additional liability to Donnelley would be approxately $15 million, net of tax benefits. As notedab, under the 2000 Distribution
Agreement, the Company is responsible for onedfadiny amount for which Donnelly is liable in thisatter. The Company believes that the
claim asserted against Donnelly by IMS Health ighait merit and therefore, in the opinion of mamaget, the outcome of this matter will
not have a material effect on the Company's fir@rmsition or results of operations.

Information Resources, Inc.

-17 -




Table of Contents

On July 29, 1996, Information Resources, Inc. (")Riled a complaint in the United States Distridourt for the Southern District of New
York, naming as defendants Donnelley, ACNielsen Gany, (a subsidiary of ACNielsen Corporation) ak&lInternational 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.

The complaint alleges various violations of Uniftdtes antitrust laws, including purported violati@f Sections 1 and 2 of the Sherman Act.
The complaint also alleges a claim of tortiousrif@ence with a contract and a claim of tortiougiference 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 IRl when it agreed to baugied by the defendants and that the defendante@®tiSRG to breach that agreement.

IRI's complaint alleges damages in excess of $3Bm which amount IRI has asked to be trebledemantitrust laws. IRI also seeks
punitive damages in an unspecified amount.

Under the terms of the 2000 Distribution, New D&Bdertook to be jointly and severally liable with bity’s for Old D&B'’s obligations to
Donnelley under the 1998 Distribution Agreementjuding any liabilities relating to the IRI actioHowever, as between themselves, eac
New D&B and Mood’s has agreed to be responsible for 50% of any paysrito be made in respect of the IRI action punsteathe 2000
Distribution or otherwise, including any legal femsexpenses related thereto.

Management is unable to predict at this time thalfoutcome of the IRI action or whether the reofuof such matter could materially afft
Moody'’s results of operations, cash flows or finahposition. (See Note 6 to the condensed cona@ilifinancial statements, Contingencies,
for additional information.)

L’Association Francaise des Porteurs d’EmpruntssBsis

On June 20, 2001 a summons was served in an drboght by L’Association Francaise des PorteursripRints Russes (“AFPER”) against
Moody’s France SA (a subsidiary of the Company) filed in the Court of First Instance of Paris, ik¢a. In this suit, AFPER, a group of
holders of bonds issued by the Russian governnmr@nttp the 1917 Bolshevik Revolution, makes clamgainst 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 pfapmately $2.4 billion plus legal
costs. Moody’s believes the allegations lack legdhctual merit and intends to vigorously contéstaction.

Forward-Looking Statements

This Form 10-Q contains information about futur@extations, plans and prospects for the Compamgsbss and operations that constitute
forward-looking statements. The forward-lookingtetaents and other information are made as of tteafahis Form 10-Q, and the
Company disclaims any duty to supplement, updatevdse such statements on a going-forward basistiver 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 factorsidte; but are not limited to, changes in the volwhdebt securities issued in domestic
and/or global capital markets; changes in intaigsts and other volatility in the financial markgiessible loss of market share through
competition; introduction of competing productg@chnologies by other companies; pricing pressures
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from competitors and/or customers; the potentiadmgmnce of government-sponsored credit rating agengroposed U.S., foreign, state and
local legislation and regulations, including theskating to nationally recognized statistical rgtwrganizations; the possible loss of key
employees to investment or commercial banks omdleee and related compensation cost pressurespytheme of any review by controlling
tax authorities of the Company’s global tax plagninitiatives; the ability of the Company to sucsfedly integrate the KMV and MRMS
businesses; a decline in the demand for creditmigkagement tools by financial institutions; antkeotrisk factors as discussed in the
Company’s Annual Report on Form 10-K for the yaadedd December 31, 2001 and in other filings madéhnéyCompany from time to time
with the Securities and Exchange Commission.

Item 3. Quantitative and Qualitative Disclosures abut Market Risk

There has been no significant change in the Conmpaxposure to market risk during the first quade2002. For a discussion of the
Company’s exposure to market risk, refer to ltem @antitative and Qualitative Disclosures abouthdaiRisk, contained in the Compaay’
Annual Report on Form 10-K for the year ended Ddwemn31, 2001.

PART Il. OTHER INFORMATION
Item 1. Legal Proceedings

Moody'’s is involved in legal proceedings of a nataonsidered normal to its business. In additiooptiy’s is involved in certain other legal
proceedings discussed under “Contingencies” in Bdtem 2 of this Form 10-Q.

Item 4. Submission of Matters to a Vote of Securityolders
The shareholders of the Company voted on two it&ntise Annual Meeting of Shareholders held on AZi8il 2002:

1. the election of three directors, to terms endingdA5; anc

2. aproposal to ratify the appointment of PricewadedeCoopers LLP as independent accountants for.
The results of the votes were as follows:

1. Votes cast for election of directol

Nominee Votes For Votes Withhelc
Mary Johnston Evar 137,686,35 1,557,78
Robert R. Glaube 137,718,25 1,525,88:
Connie Mack 136,964,02 2,280,12

There were no abstentions for this item.

2. Votes cast for the appointment of Pricewaterhous@€rs LLP as independent accounta

135,301,40( votes for approval
3,313,06¢ votes against; ar
629,677 abstention:
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Item 6. Exhibits and Reports on Form 8-K

(a) Exhibits

EXHIBIT NO. DESCRIPTION

3. ARTICLES OF INCORPORATION AND BY-LAWS

1 Restated Certificate of Incorporation of the Ragist dated June 15, 1998, as amended effective3yri998, and as furtt
amended effective October 1, 2000 (incorporatetebsrence to Exhibit 3.1 to the Report on Form 8fkhe Registrant, file
number -14037, filed October 4, 200

2 Amended and Restated By-laws of the Registranb(parated by reference to Exhibit 3.2 of the Regidts Registration
Statement on Form 10, file numbe-14037, filed June 18, 199
10. MATERIAL CONTRACTS

1 Agreement and Plan of Merger and Stock Purchaseehgent, dated as of February 10, 2002, by and afegistrant,
XYZ Acquisition LLC, KMV LLC, KMV Corporation andhe principal members of KMV LLC and the sharehoddefr
KMV Corporation identified therein (incorporated Bference to Exhibit 2.1 to the Report on Form 8fkhe Registrant,
file number -14037, filed February 22, 200

(b) Reports on Form 8-K:
The Company filed a Current Report on F8ri on February 22, 2002, on which information weygorted under Items 5 and 7.
The Company filed a Current Report on F8ri on April 15, 2002, on which information wagoeted under ltems 2 and 7.
SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned, thereunto duly authorized.

MOODY’S CORPORATION

Date: May 14, 2002 By: /s/ JEANNE M. DERING

Jeanne M. Dering
Senior Vice President and
Chief Financial Officel

Date: May 14, 2002 By: /s/ CHARLES R. BRUSCHI

Charles R. Bruschi
Vice President and
Corporate Controlle
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