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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 June 30, Six Months Ended June 30,
2002 2001 2002 2001
Revenue $271.5 $205.2 $503.1 $385.4
Expense:!
Operating, selling, general and administrative espe 118.C 97.2 211.1 183.t
Depreciation and amortizatic 6.2 4.C 10.z 8.1
Total expense 124t 101.2 221.¢ 191.¢
Operating incom: 147.C 104.C 281.7 193.¢
Interest and other n-operating expense, n (6.0) (4.7 (10.6€) (7.€)
Income before provision for income ta» 141.C 99.¢ 271.1 186.2
Provision for income taxe 62.2 44 4 119.¢ 82.7
Net income $ 78.7 $ 55.5 $151.c $103.t
| | | |
Earnings per shai
Basic $ 0.51 $ 0.3t $ 0.9¢ $ 0.6F
Diluted $ 0.4¢ $ 0.34 $ 0.9t $ 0.64
Weighted average shares outstant
Basic 155.( 158.( 154.7 158.t
Diluted 159.: 161.2 158.¢ 161.2

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, 2002 December 31, 2001
Assets
Current assel
Cash and cash equivalel $ 78t $ 163.2
Accounts receivable, net of allowances of $25.8062 and $27.3 in 20( 177.¢€ 148.¢
Other current asse L 59.€
Total current asse 311.¢ 371.2
Property and equipment, r 457 42.¢
Prepaid pension cos 58.t 57.2
Intangible assets, n 87.¢ 4.3
Goodwill, net 125.2 6.C
Other asset 34.¢ 23.¢
Total asset $ 663.€ $ 505.¢
| |
Liabilities and Shareholders’ Equity
Current liabilities
Accounts payable and accrued liabilit $173.1 $ 236.¢
Deferred revenu 173.3 122.¢
Total current liabilities 346.4 359.:
Non-current portion of deferred reven 22.7 19.¢
Notes payabli 300.( 300.(
Other liabilities 137.2 130.2
Total liabilities 806.: 809.t
Contingencies (Note ¢
Shareholder equity
Preferred stock, par value $ .01 per share; 100000shares authorized;
shares issued and outstand — —
Series common stock, par value $ .01 per shar80@MO0 shares authorized;
shares issued and outstand — —
Common stock, par value $ .01 per share; 400,000s88res authorize
171,451,136 shares issued at June 30, 200: 1.7 1.7
December 31, 20C
Capital surplu 84.4 43.7
Retained earnings (accumulated defi 98.C (39.9
Treasury stock, at cost; 16,035,542 and 17,043%h&82s of common stock
June 30, 2002 and December 31, 2001, respec (326.%) (307.5
Cumulative translation adjustme (0.2) (2.7
Total shareholde’ equity (142.%) (304.))
Total liabilities and sharehold¢ equity $ 663.¢ $ 505.4
| |

The accompanying notes are an integral part of the
condensed consolidated financial stateme
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MOODY’'S CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)

(DOLLARS IN MILLIONS)

Cash flows from operating activitir
Net income
Reconciliation of net income to net cash providgaperating activities
Depreciation and amortizatic
Write-off of software products and property and equipn
Changes in assets and liabiliti
Accounts receivabl
Other asset
Accounts payable and accrued liabilit
Deferred revenu
Other liabilities

Net cash provided by operating activit

Cash flows from investing activitie
Acquisition and investments in affiliat
Net capital addition

Net cash used in investing activiti

Cash flows from financing activitie
Borrowings on revolving credit facilit
Repayment of borrowings on revolving credit fagi
Net proceeds from stock pla
Cost of treasury shares repurcha
Payment of dividend

Net cash provided by (used in) financing activi

Effect of exchange rate changes on ¢

(Decrease) increase in cash and cash equiv
Cash and cash equivalents, beginning of the pi

Cash and cash equivalents, end of the pe

The accompanying notes are an integral part of the
condensed consolidated financial statements.
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Six Months Ended June 30,

2002 2001
$ 151. $103.E
10.2 8.1
1.3 —
(16.1) (16.6)
5.9 —
(73.6) 7.
32.€ 28.4
6.9 3.3
118.€ 133.F
(206.1) (4.1)
(6.6) (6.6)
(212.7) (10.7)
81.C —
(81.0) —
54.4 34.€
(32.9) (96.5)
(13.9) (14.2)
7.6 (76.1)
1.8 (1.4)
(84.7) 45.:
163. 119.1
$ 78 $164.2
| |
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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 analfjgis, publishes credit opinions, resea
and ratings on fixed-income securities, issuerseciirities and other credit obligations. The Corggaublishes rating opinions on a broad
range of credit obligations issued in domestic iaternational markets, including various corporatel governmental obligations, structured
finance securities and commercial paper prograie.Jompany also publishes investor-oriented credearch including in-depth research
on major issuers, industry studies, special comsnandl credit opinion handbooks. Moody’s KMV, whinsists of the combined business
of KMV LLC and KMV Corporation (“KMV") (acquired inApril 2002) and Moody’s Risk Management Serviaesyelops and distributes
credit risk management software and other relatedyzts and services used by banks and other feadnstitutions in their commercial
lending, portfolio management and other activitlealso provides modeling tools, analytics, creditication materials, seminars, computer-
based lending simulations and other products anices.

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 comparieMoody’s Corporation and The New D&B CorporatioNgw D&B”). At that time,
Old D&B distributed to its shareholders shares efM\D&B stock. New D&B comprised the business of ORIB’s Dun & Bradstreet
operating company (the “D&B Business”). The remadgnbusiness 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 to its shareholders its shares efND&B stock is hereinafter referred to as the ‘@@stribution.”

These interim financial statements have been pegparaccordance with the instructions to Forntd@nd should be read in conjunction v
the Company’s consolidated financial statementsrataded notes in the Company’s 2001 Annual Repoftorm 10-K filed on March 22,
2002. The results of interim periods are not neardlgsndicative of results for the full year oryasubsequent 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 anchéopériods presented have been included.

2. RECONCILIATION OF SHARES USED IN COMPUTING E ARNINGS PER SHARE

Below is a reconciliation of basic weighted averabares outstanding to diluted weighted averageestaitstanding:

Three Months Ended Six Months Ended
June 30, June 30,
(in millions) (in millions)
2002 2001 2002 2001
Weighted average number of she— Basic 155.( 158.( 154.% 158.t
Dilutive effect of shares issuable under employ®e director stock plar 3 3.2 3.¢ 2.7
Weighted average number of she— Diluted 159.: 161.2 158.€ 161.Z
I | I I

There were no antidilutive options to purchase ehaf common stock for the three month or six mgetiods ended June 30, 2002 and
2001, respectively.

3. ACQUISITIONS
KMV

On April 12, 2002, Moody’s acquired the businessipdsing KMV, which provides quantitative estimatdscredit default risk and values of
credit sensitive financial instruments, and develapd distributes credit risk management softwadeather related
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products and services used by banks, money managetrether financial institutions in their comniatéending, portfolio management and
other activities, in an all cash transaction fot@illion. The results of KMV have been includedMloody’s consolidated financial
statements since that date. The acquisition wpbex the product offerings and customer base ofdyisaredit risk assessment business,
which was previously operated by Moody’s Risk Magragnt Services.

The purchase price of $210 million was funded bpg$127 million of Moody’s cash on hand and $81lion of borrowings under Moody’s
existing bank credit lines, with the remaining $#lion withheld subject to the finalization of aoding date working capital adjustment. Prior
to June 30, 2002, the Company repaid the borrowinger the bank credit lines.

The acquisition has been accounted for as a puecBdmwn below is the preliminary purchase priéacation, which summarizes the
estimated fair values of the assets acquired ahdities assumed at the date of acquisition. Tleated purchase price includes $3.3 million
in Moody'’s transaction costs, primarily professibfegs incurred in connection with the acquisititanagement does not believe that the
final purchase price allocation will be materiadlijferent from the preliminary allocation.

Preliminary Purchase Price Allocation
At April 12, 2002
(dollars in millions)

Current assel $ 21.C
Property and equipment, r 4.€
Intangible asset:
Customer list (12 year life 50.7
Trade secrets (not subject to amortizati 25.F
Other intangibles (5.2 year weighted average 6.3
Total intangible asse 82.t
In-process research and developr 11
Goodwill 117.%
Other asset 17.1
Liabilities assumei (30.9)
Net assets acquire $213.2
|

In accordance with Statement of Financial Accountandards (“SFAS”) No. 142, “Goodwill and Othetangible Assets”, the

$117.3 million of acquired goodwill will not be amized. See Note 4 for further information. Theiengoodwill amount has been assigne
the Moody’s KMV segment. The excess of the purchmse over the acquired net assets is expectbd timortized over 15 years for tax
purposes. In accordance with Financial Accountitem&ards Board (“FASB”) Interpretation No. 4, “Apalbility of FASB Statement No. 2

to Business Combinations Accounted for by the PasetMethod”, the $1.1 million allocated to acquiregrocess research and development
was written off immediately following the acquisiti and is included in operating, selling, genera administrative expenses for the quarter
and six months ended June 30, 2002. Current asséiges acquired cash of $7.2 million. Other ass®tludes acquired software of

$16.0 million, with a life of 5 years.

The following unaudited pro forma consolidated fioial information, for the three month and six ntopériods ended June 30, 2002 and
2001, illustrates the effect of the acquisitiorkddV as if it had been consummated as of the begmoif the respective periods, after giving
effect to the following adjustments: (i) eliminatiof non-recurring transaction related chargesltiagurom the acquisition; (i) amortization
of acquired intangible assets and software; (iigddy’s financing costs for the transaction, consistihmpterest expense that would have k
incurred on the $81 million of bank borrowings antérest income that would have been foregone erb#lance of the purchase price; and
(iv) related income tax effects.

The unaudited pro forma consolidated financial infation should be read in conjunction with the Camgs Form 8-K/A as filed with the
Securities and Exchange Commission on June 26,.2002

The unaudited pro forma consolidated financial infation is presented for comparative purposes antiyis not intended to be indicative of
the actual consolidated results of operationswhatld have been achieved had the transaction bmesummated as of the dates indicated
above, nor does it purport to indicate results thay be attained in the future.
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Three Months Ended June 30, Six Months Endeé 30,

2002 2001 2002 2001

(amounts in millions, except per share d;

Revenue $273.2 $215.¢ $518.2 $405.¢
Net income $ 78.7 $ 53.€ $150.4 $ 99.7
Diluted earnings per sha $ 0.4¢ $ 0.3¢ $ 0.9t $ 0.62

Korea Investors Service

In August 1998, the Company made a 10% cost-bagéstment in Korea Investors Service (“KIS”), a &an rating agency. In December
2001, the Company entered into a definitive agregrweincrease 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 Decefihe2001; starting in January 2002, the Compamgalidated the results of KIS in its
financial statements. The minority shareholderteri@st has been included in other long-term liedi

The purchase price allocation resulted in amortezatiangible assets of $2.9 million, with a weghtaverage life of 5.6 years, and goodwill
of $1.9 million. See Note 4 for further information

4. GOODWILL AND OTHER INTANGIBLE ASSETS

Effective as of January 1, 2002, the Company adoBfeAS No. 142, “Goodwill and Other Intangible AtsseUnder SFAS No. 142, goodw
and other intangible assets with indefinite lives @o longer amortized but are reviewed annuallydooverability, or more frequently if
impairment indicators arise. Transitional goodwilpairment testing must be completed within thstfsix months after adoption. This test
requires the Company to estimate the fair valuigsadpplicable identified reporting units basedlo® present value of the expected future
cash flows of the units. If the book value of aaimg unit exceeds the estimated fair value ofuthi¢, a write-down of goodwill in the
amount of such excess book value is required. Akipé 30, 2002, the Company has completed itsitiicared goodwill impairment testing.
The estimated fair values of the reporting unitseexded their book values and therefore no vadaen of goodwill was required as of June
2002.

The following table reflects net income and basid diluted earnings per share giving effect to SRS 142 as if it were adopted on
January 1, 2001:

Six Months Ended June 30,

2002 2001

(amounts in millions,
except per share data)

Net income, as reporte $151.¢ $103.5
Add back: goodwill amortization expense, net of — 0.5
Adjusted net incom $151.< $104.(

| |

Basic earnings per sha

As reportec $ 0.9¢ $ 0.6t

Adjusted $ 0.9¢ $ 0.6€
Diluted earnings per shar

As reportec $ 0.9t $ 0.64

Adjusted $ 0.9t $ 0.6
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In conjunction with the April 12, 2002 acquisitiohKMV, Moody’s acquired $117.3 million of goodwiind the following intangible assets:
(i) $50.7 million related to the customer list) @25.5 million of trade secrets; and (iii) $6.3lon of other intangible assets. See Note 3 for
further information.

The following table summarizes the activity in gaditifor the periods indicated:

Six
Months Ended Year Ended
June 30, 2002 December 31, 2001
(in millions) (in millions)
Ratings and Moody's Consolidated Ratings and Moody's Consolidated
Research KMV Research KMV
Beginning balanc $0.4 $ 5.€ $ 6.0 $1.C $7.E $8.E
Net change from acquisitiol 1.6 117.% 119.2 — (0.4 (0.4
Amortization expens — — — (0.€) (2.5) (2.7)
Total $2.3 $122.¢ $125.2 $0.4 $5.€ $6.C
] — — — — —

The following table summarizes intangible assebjesii to amortization at the dates indicated:

June 30, December 31,

2002 2001
(in millions)

Customer lists (11.3 year weighted average $57.€ $4.€
Accumulated amortizatio (2.8 1.3
Net customer list $55.C $ 3.2
| |
Other intangible assets (5.6 year weighted avdifg)e 8.2 1kt
Accumulated amortizatio 0.9 (0.5
Net other intangible asse $ 7.2 $1.C
| |
Total (10.6 year weighted average li $62.2 $4.3
| |

Amortization expense for intangible assets fordixanonths ended June 30, 2002 and 2001 was $1li®mand $0.5 million, respectively.

Estimated amortization expense through 2006 fanigible assets subject to amortization is as falow

Years ending December 31,

(in millions)
200z $5.3
200: $6.9
2004 $6.9
200¢ $6.5
200¢ $6.2
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As of June 30, 2002, $25.5 million in trade secaeiguired in the KMV acquisition were not subjecamortization. Current circumstances
continue to support an indefinite useful life foettrade secrets asset as of June 30, 2002.

5. INDEBTEDNESS

In connection with the 2000 Distribution, Moody’'sigvallocated $195.5 million of debt at Septembe2800. Moodys funded this debt wit
borrowings under a $160 million unsecured bank Iremng 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 balandde revolving credit facility and to repay thidige line of credit. The Notes have a five-
year term and bear interest at an annual rate6af4, payable sel-annually. In the event that Moody’s pays all ortjud the note in advance
of its maturity (the “prepaid principal”), such pa/ment will be subject to a penalty calculatededasn the excess, if any, of the discounted
value, as defined in the agreement, of the remgisaleduled payments over the prepaid principal.

The revolving credit facility (the “Facility”), with was undrawn as of June 30, 2002, consists $8amnillion 5-year facility and an

$80 million 364-day facility. Interest on borrowmgnder the Year facility is payable at rates that are basetherLondon InterBank Offert
Rate (“LIBOR”) plus a premium that can range betw#8 basis points and 50 basis points dependirtgeo@ompany’s ratio of total
indebtedness to earnings before interest, tax@sediation and amortization (“EBITDA”), as definedthe related agreement. At June 30,
2002, such premium was 22 basis points. Interesborowings under the 364-day facility is payaltlestes that are based on LIBOR plus a
premium of 30.5 basis points. The Company also fegity fees, regardless of borrowing activityder the Facility. The fees for the 5-year
facility can range from 7 basis points to 12.5 gasiints depending on the Companyatio of total indebtedness to EBITDA, and welwa8is
points at June 30, 2002. The fees for the 364-dailitly are 7 basis points. As noted below and nfollg discussed in Note 3, in April 2002,
Moody'’s used this Facility to initially fund a pah of the purchase price for the KMV acquisitiamounts outstanding under the Facility
were repaid prior to June 30, 2002. The Compawyiigently in discussions with the lenders to retleev364-day facility.

The Notes and the Facility (the “Agreements”) contavenants that, among other things, restricattiity of the Company and its
subsidiaries, without the approval of the lend&rgngage in mergers, consolidations, asset satbsade-leaseback transactions or to incur
liens, and require the Company to maintain ceffiaemcial ratios. The Notes and the Facility alsatain financial covenants that, among
other things, require the Company to maintain agr@st coverage ratio, as defined in the Agreementsot less than 3 to 1, and a ratio of
total indebtedness to EBITDA, as defined in theg®gnents, of not more than 4 to 1. At June 30, 200Zompany was in compliance with
such covenants. If an event of default were to p¢asidefined in the Agreements) and was not reededly the Company within the stipula
timeframe, an acceleration of the Notes and reinis on the use of the Facility could occur.

6. CONTINGENCIES

Moody'’s is involved in legal and tax proceedindajras and litigation arising in the ordinary courdéusiness. Management periodically
assesses the Company’s liabilities and contingsngieonnection with these matters, based upoftathst information available. For those
matters where the probable amount of loss candmnably estimated, the Company believes it hasded appropriate reserves in the
consolidated financial statements. In other ingtanbecause of the uncertainties related to betprbbable outcome and amount or range of
loss, management is unable to make a reasonabteatsof a liability, if any. As additional inforrtian becomes available, the Company
adjusts its assessments and estimates of suclitigstaccordingly.

Based on its review of the latest information aafali¢, in the opinion of management, the ultimatbility of the Company in connection with
pending legal and tax proceedings, claims andhlitign will not have a material adverse effect onolligs financial position, results of
operations or cash flows, subject to the contingendescribed below.

In order to understand the Company’s exposuredgdtiential liabilities described below, it is intant to understand the relationship
between Moody’s and New D&B, and the relationshippag New D&B and its predecessors and other pasties through various corporate
reorganizations and related contractual commitmératge assumed varying degrees of responsibilitly veispect to such matters.

In November 1996, The Dun & Bradstreet Corporatimough a spin-off separated into three separdwiqpoompanies: The Dun &
Bradstreet Corporation, ACNielsen Corporation (“A€Nen”) and Cognizant Corporation (“Cognizanthgt‘1996 Distribution”).
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In June 1998, The Dun & Bradstreet Corporation ¢fioa spin-off separated into two separate publiopanies: The Dun & Bradstreet
Corporation and R.H. Donnelley Corporation (“Donegl) (the “1998 Distribution”). During 1998, Cogrant through a spin-off separated
into two separate public companies: IMS Health fpoocated (“IMS Health”) and Nielsen Media Reseatol, (“NMR”). In September 200t
The Dun & Bradstreet Corporation (“Old D&B”) throlig spin-off separated into two separate publicgamies: New D&B and Moody'’s, as
further described in Note 1, Background and BaSRresentation.

Information Resources, Inc

On July 29, 1996, Information Resources, Inc. (*)Riled a complaint in the United States Distri@burt for the Southern District of New
York, naming as defendants the corporation themiknas The Dun & Bradstreet Corporation, A.C. Nirl€ompany (a subsidiary of
ACNielsen) and IMS International, Inc. (a subsidiaf the company then known as Cognizant). At ilne tof the filing of the complaint, ea
of the other defendants was a subsidiary of The &&nadstreet Corporation.

The complaint alleges various violations of Unigtdtes antitrust laws, including purported violafi®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 IRI when it agreed to bauaied by the defendants and that the defendantz@®ISRG to breach that agreement.

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

On October 28, 1996, in connection with the 199&tikhution, Cognizant, ACNielsen and The Dun & Btadet Corporation entered into an
Indemnity and Joint Defense Agreement (the “Indeynaind Joint Defense Agreement”) pursuant to wiliely have agreed (i) to certain
arrangements allocating potential liabilities (“IH&bilities”) that may arise out of or in connemtiwith the IRI action and (ii) to conduct a
joint defense of such action. In particular, thedmnity and Joint Defense Agreement provides tl@ziliglsen will assume exclusive liabili
for IRI Liabilities up to a maximum amount to bdadated at such time such liabilities, if any, bee payable (the “ACN Maximum
Amount”), and that The Dun & Bradstreet Corporatéd Cognizant will share liability equally for aaynounts in excess of the ACN
Maximum Amount. The ACN Maximum Amount will be det@ned by an investment banking firm as the maximramount that ACNielsen
is able to pay after giving effect to (i) any peubmitted by such investment bank that is desigon@daximize the claims-paying ability of
ACNielsen without impairing the investment bankiirgn’s ability to deliver a viability opinion (butvhich will not require any action
requiring shareholder approval), and (ii) paymdmetated fees and expenses. For these purposasacfal viability means the ability of
ACNielsen, after giving effect to such plan, thgpant of related fees and expenses and the payshdére ACN Maximum Amount, to pay
its debts as they become due and to finance thierduand anticipated operating and capital requergmof its business, as reconstituted by
such plan, for two years from the date any such [@a&xpected to be implemented. On February 181 2&CNielsen announced that it had
merged with VNU N.V. Pursuant to the Indemnity adiht Defense Agreement, VNU is to be included wi@Nielsen for purposes of
determining the ACN Maximum Amount, and VNU assumétNielsen’s liabilities under that agreement.

In connection with the 1998 Distribution, Old D&BdDonnelley entered into an agreement (the “198&ibution Agreement”) whereby
Old D&B assumed all potential liabilities of Donfesl arising from the IRI action and agreed to indé@gnDonnelley in connection with such
potential liabilities.

As a result of their 1998 separation and pursuatiie related distribution agreement, IMS Healtth BiIVIR are each jointly and severally
liable for all Cognizant liabilities under the Irdaity 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 Indemnrétyd Joint Defense Agreement.
However, as between themselves, each of New D&B\Mwoally’s will be responsible for 50% of any payneetd be made with respect to the
IRI action pursuant to the 1998 Distribution Agresy 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 thigter has been accrued in the financial
statements of the Company.
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L’Association Francaise des Porteurs d’ Emprunts Res

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 governnmr@nttp the 1917 Bolshevik Revolution, makes clamgainst Moody’s France SA and
Standard & Poos SA for lack of diligence and prudence in theimgs of Russia and Russian debt since 1996. AF&liEBes that, by failin
to take into account the post-Revolutionary repiimiiaof 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 $3.0 billion plus legal
costs. Moody’s believes the allegations lack legdhctual merit and intends to vigorously contastaction.

Tax Matters

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 nomaeélkew by tax authorities.

Pursuant to a series of agreements, as betweese¢hers, IMS Health and NMR are jointly and sevgridible to pay one-half, and New
D&B and Moody'’s are jointly and severally liablepay the other half, of any payments for taxesaswiued interest resulting from
unfavorable IRS rulings on certain tax matters ligding the matter described below as “Amortizatitxpense Deductions” for which New
D&B and Moody's are solely responsible) and certatmer potential tax liabilities after New D&B andMoody’s pays the first $137 millio
which amount was paid in connection with the mat&scribed below as “Utilization of Capital Losses”

In connection with the 2000 Distribution and pursiut® the terms of the related Distribution Agreatm&lew D&B and Moody’s have,
between themselves, agreed to each be financedfyonsible for 50% of any potential liabilitiestthaay arise to the extent such potential
liabilities are not directly attributable to the@spective business operations.

Without limiting the generality of the foregoindprée specific tax matters are discussed below.

Royalty Expense Deductio

During the second quarter of 2002, New D&B receigedotice of Proposed Adjustment from the IRS witbpect to a transaction entered
into in 1993. In this notice the IRS proposed watlow certain royalty expense deductions claime®ld D&B on its 1994, 1995 and 1996
tax returns. New D&B disagrees with the positidketaby the IRS in its Notice and has filed a respanbrief to this effect with the IRS. If
the IRS were to issue a formal assessment consigténthe Notice and were to prevail in its pasiti then New D&B would be required to
pay the assessment. If New D&B were to challengeagsessment in U.S. District Court rather thdd.$ Tax Court, then a payment of the
disputed amount would be required in connectiom witch challenge. Should any such payments be maew D&B, then pursuant to the
terms of the Distribution Agreement, Moody’s wollave to pay to New D&B its 50% share. The Compatyretes that its share of the
potential current liability for this transactionudd be up to approximately $45 million (includingérest, net of tax benefits). Moody’s also
could be obligated for future interest paymentst®share of such liability.

Amortization Expense Deductio

The IRS has requested from New D&B documentatidh vaspect to a transaction executed in 1997 winetd result in amortization
expense deductions from 1997 through 2012. It ssibte that the IRS could ultimately challenge ¢hdeductions and that New D&B could
make payments to the IRS related to previouslyradi deductions. In that event, Moody’s would beunel to pay to New D&B its 50%
share of New D&B’s payments to the IRS. In additisihould New D&B discontinue claiming the amortiaatdeductions on future tax
returns, Moody’s would be required to repay to N2&B an amount equal to the discounted value cdb@%o share of the related future tax
benefits. New D&B had paid the discounted valuéutidre tax benefits from this transaction in casivibody’s at the Distribution Date.
Management estimates that the Company’s curreenfiat exposure related to this matter is $81 omll{including interest, net of tax
benefits). This exposure could increase by appratety $2 million to $4 million per year, dependimg actions that the IRS may take with
respect to assessments and on whether New D&Bnemdiclaiming the amortization deductions on sréurns.

Utilization of Capital Losses

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 assessméhtraspect to the utilization of these capital éssand Old D&B responded
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by filing a petition for a refund in the U.S. DistrCourt on September 21, 2000, after the paymdegsribed below were made.

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. Tteyments were made to the IRS to stop further istdrem accruing, and New D&B is
contesting the IRS’ assessment. New D&B has indit#tat it would also contest the assessment @lpes or other amounts, if any, in
excess of the amounts paid. Moaglfyad previously accrued its share of the probaidity arising from the utilization of these dégd losse!
and does not anticipate any further income statectearges or cash payments related to IRS assetssfoethis matter.

Subsequent to making its May 2000 payment to ti& IRIS Health sought partial reimbursement from NitRler their 1998 distribution
agreement (the “IMS/NMR Agreement”). Neither theng@mny nor Donnelley was a party to the IMS/NMR Agrent. 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®&4dlth could seek the same interpretation in amralteve 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 aimdiurn, IMS Health should prevail against Donnglldhen the Company believes that the
additional liability to Donnelley would be approxately $15 million, net of tax benefits, and undes terms of the 2000 Distribution Moogy’
and New D&B would be responsible for one-half oflsamount. The Company believes that the claimresbagainst Donnelley by IMS
Health is without merit.

Summary of Moodg Exposure to Three Tax Matters

The Company has considered the range and prolyadfilgotential outcomes related to the three taktenscaptioned above and believes that
it has adequate reserves recorded in its consetidatancial statements for its current exposunh@se matters. However, the potential cash
outlays resulting from these matters, which weenfty estimate could be as much as $134 millionjdbe material and could increase with
time as described above.

7. COMPREHENSIVE INCOME

Total comprehensive income was as follows:

Three Six
Months Ended Months Ended
June 30 June 30
(in millions) (in millions)
2002 2001 2002 2001
Net income $78.7 $55.5 $151.c $103.5
Other comprehensive income (loss) — foreign curydranslation
adjustmen 1.8 — 14 (1.9
Total comprehensive incon $80.t $55.5 $152.7 $102.1
I I

8. SEGMENT INFORMATION

The Company reports segment information in accarelavith SFAS No. 131, “Disclosures about Segmeh&dEnterprise and Related
Information”. SFAS No. 131 defines operating segta@s components of an enterprise for which sepéiretncial information is available
that is evaluated regularly by the chief operatiagision-maker in deciding how to allocate resosiiamed in assessing performance. The
Company has historically operated in one reporthbkiness segment — Ratings, which accounted fooapnately 90% of the Company’s
total revenue. With the April 2002 acquisition oK/, Moody’s now operates in two reportable businesgments: Ratings and Research and
Moody’s KMV. Accordingly, the Company has restatesdsegment information for corresponding prioripgs to conform to the current
presentation.
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The Ratings and Research segment consists ofdtingrgroups — structured finance, corporate fieafioancial institutions and sovereign
risk, and public finance — that generate revenamfthe assignment of credit ratings to issuersxefifincome instruments in the debt
markets; and research, which primarily generatesmee from the sale of investor-oriented credieaesh principally produced by the rating
groups. Given the dominance of the Ratings andd&elesegment to Moody’s overall results, the Corgioes not separately measure or
report corporate expenses, nor are they allocatdtetCompany’s business segments. Accordingly.caporate expenses are included in
operating income of the Ratings and Research seganmémone have been allocated to the Moody’s KMyhsent.

The Moody’s KMV segment consists of the combinedibess of KMV and Moody’s Risk Management Serviteis. operated as a separate
business within Moody'’s, and generates revenue flansale of credit risk management software alader@ products and services used by
banks and other financial institutions in their eoercial lending, portfolio management and othevdigs.

Assets used solely by the Moody’s KMV segment apasately disclosed within that segment. All otBempany assets, including corporate
assets, are reported as part of the Ratings arehRéssegment.

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.

Below are financial information by segment, revebyeeographic area, and Ratings and Researchuewwsnbusiness unit for the three
month and six month periods ended June 30, 2002@dd.

Financial Information by Segment:

Three Months Ended June 30, 2002 Three Monthed&ddne 30, 2001
(in millions) (in millics)
Ratings and Moody's Ratings and Mdody
Research KMV Consolidate! Research KMV Consolidate:

Revenue $250.¢ $20.7 $271:t $198.¢ $6.3 $205.2
Operating income (los: $149.¢ $(2.6) $147.( $104.¢ $(0.6) $104.(
Interest and other n-operating expense, n (6.0 4.7
Income before provision for income ta 141.C 99.¢
Provision for income taxe 62.2 44.4
Net income $ 78.7 $ 555
| |
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Six Months Ended June 30, 2002 Six Months Endee 30, 2001
(in millions) (in millions)
Ratings anc Moody's Ratings and Moody's
Researcl KMV Consolidatec Researcl KMV Consolidate
Revenue $474.: $ 28.¢ $503.1 $373.¢ $11.€ $385.4
Operating income (los: $286.7 $ (5.0 $281.7 $196. $(2.6) $193.¢
Interest and other n-operating expense, n (10.6) (7.6
Income before provision for income ta 271.] 186.2
Provision for income taxe 119.¢ 82.7
Net income $151.¢ $103.t
| |
Total asset $402.¢ $261.2 $663.¢ $437.5 $24.F $462.(
| | | | | |
Revenue by Geographic Area:
Three Months Ended June 30, 2002 Three Months Ended June 30, 2001
(in millions) (in millions)
Ratings and Moody's Ratings and Mo
Research KMV Consolidated Research KMV Consolidated
United State: $167.€ $ 8.4 $176.C $142.F $3.€ $146.1
International 83.2 12.2 95.t 56.4 2.7 59.1
Total revenue $250.¢ $20.7 $271.5 $198.¢ $6.3 $205.2
| | | | | |
Six Months Ended June 30, 20 Six Months Ended June 30, 20
(in millions) (in mitihs)
Ratings anc Moody's Ratings anc Moody's
Research KMV Consolidated Research KMV Consolidated
United State: $326.% $13.2 $339.¢ $270.¢ $71 $278.(
Internationa 147.€ 15.€ 163.2 102.¢ 4.t 107.¢
Total revenue $474.% $28.¢ $503.1 $373.¢ $11.€ $385.4
| | | | | |
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Ratings and Research Revenue by Business Unit;

Three Months Ended June 30, Six Months Ended June 30,

2002 2001 2002 2001
(in millions) (in millions)
Ratings Revenue

Structured financ $ 97.7 $ 68.2 $186.2 $127.¢
Corporate financ 66.3 62.€ 124.: 117.1
Financial institutions and sovereign ri 44.1 32.¢ 81.¢ 64.2
Public finance 20.4 17.¢ 38.1 30.¢
Total Ratings Revent 228.t 181.€ 430.t 339.¢
Research Revent 22.5 17.2 43.¢ 34.z
Total Ratings and Research Reve $250.¢ $198.¢ $474.2 $373.¢
| | | |

9. SUBSEQUENT EVENTS
Dividend

On July 23, 2002, the Board of Directors of the @amny approved a quarterly dividend of 4.5 centsspare of Moody’s common stock,
payable on September 10, 2002 to shareholdersofdeat the close of business on August 20, 2002.

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

Except where otherwise indicated, the terms “Mostighd “the Company” refer to Moody’s Corporatiardats 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 ratingays on a broad range of credit obligations. Ehieslude various corporate and
governmental obligations, structured finance séiesrand commercial paper programs, issued in dibcreasd international markets. Moodgy’
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, Mosdyovides research services that are utilizethbgtutional investors and other credit
professionals. Moody’s publishes more than 100amteproducts covering areas such as investmedé gnad speculative grade corporate
bonds, the banking sector, municipal bonds andgagsg- and asset-backed securities, in cross-bandedomestic markets worldwide.

Moody’s KMV, which consists of the combined busine KMV (acquired in April 2002) and MoodyRisk Management Services, devel
and distributes credit risk management softwaredhdr related products and services used by bamk®ther financial institutions in their
commercial lending, portfolio management and otwivities.

Critical Accounting Policies

Moody'’s discussion and analysis of its financiahdition and results of operations are based uperCttmpany’s consolidated financial
statements, which have been prepared in accordeititaccounting principles generally accepted i thnited States. The preparation of
these financial statements requires Moody’s to nestienates and judgments that affect reported ateafrassets, liabilities, revenues and
expenses, and related disclosures of contingeatsaard 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 receivaltdevances, deferred tax assets and undistritedenings of non-U.S. subsidiaries,
contingencies related to taxes, litigation and oth@&ms and assessments, valuation of investniemiiliates, long-lived and intangible
assets and goodwill, and stock options. Actualltesoay differ from these estimates under
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different assumptions or conditions. Item 7, Mamaget's Discussion and Analysis of Financial Comditand Results of Operations, in the
Company’s Annual Report on Form 10-K for the yaaaled December 31, 2001, includes detailed desmnpif some of the judgments that
Moody’s makes in applying its accounting policinghese areas.

Operating Segments

The Company has historically operated in one raejpdetbusiness segment — Ratings, which accounteapfiroximately 90% of the
Company’s total revenue. With the April 2002 acgiga of KMV, Moody’s now operates in two reportelibusiness segments: Ratings and
Research and Moody’s KMV. Accordingly, the Comp&ag restated its segment information for corresimgngrior periods to conform to
the current presentation.

The Ratings and Research segment consists ofdtingrgroups — structured finance, corporate fieaficancial institutions and sovereign
risk, and public finance — that generate revenamfthe assignment of credit ratings to issueréxefifincome instruments in the debt
markets; and research, which primarily generatesmee from the sale of investor-oriented credieaesh principally produced by the rating
groups. Given the dominance of the Ratings andd&elesegment to Moody’s overall results, the Corgioes not separately measure or
report corporate expenses, nor are they allocatdtetCompany’s business segments. Accordinglgcafiorate expenses are included in
operating income of the Ratings and Research segaemone have been allocated to the Moody’s KMyhsent.

The Moody’s KMV segment consists of the combinedibess of KMV and Moody’s Risk Management Serviteis. operated as a separate
business within Moody'’s, and generates revenue flansale of credit risk management software alader@ products and services used by
banks and other financial institutions in their eoercial lending, portfolio management and othevdizs.

Results of Operations
Three Months Ended June 30, 2002 Compared With TheeMonths Ended June 30, 2001
Total Company Results

Moody'’s revenue for the second quarter of 2002 $&&1.5 million, an increase of $66.3 million or 3% from $205.2 million for the second
quarter of the previous year. The Company’s strengnue performance principally reflected a coration of the momentum in a number of
sectors in the U.S. and international ratings lessrthat drove the Company’s strong growth in 283tluding post-acquisition KMV
revenue of $12.0 million in the quarter, Moody’'seaue growth over the second quarter of 2001 we&)26

Revenue in the United States was $176.0 milliortHersecond quarter of 2002, an increase of $28li@mor 20.5% from $146.1 million in
the second quarter of 2001. This increase reflestt@hg growth in ratings revenue, principally dodigher issuance volumes in several
market sectors, including residential mortgage-bddecurities, credit derivatives, asset-backedrgis, and municipal bonds. Excluding
$3.8 million of KMV revenue in the quarter, U.Sveaue increased 17.9% to $172.2 million.

Moody’s international revenue was $95.5 million floe second quarter of 2002, an increase of 616 $69.1 million in the same period of
2001. Strong performance in the non-U.S. ratinggrmss, including European and Japanese strudinestte and European financial
institutions, were the major drivers behind thiswgth. International research revenue increased®@®ser the second quarter of 2001.
Excluding $8.2 million of revenue from KMV, intertianal revenue increased 47.7% to $87.3 millioterdnational revenue accounted for
35% of Moody'’s total revenue in the second quaste002, compared with 29% in the prior year quarte

Second quarter operating income of $147.0 millimser41.3% from $104.0 million in the same perio@@J1. Moody’s operating margin for
the second quarter of 2002 was 54%, up from 51%gaa garlier and above our long-term target. Thetgta strong margin principally
reflected better than expected revenue withoubpgational increase in staffing. Moody’s expects thargin to decline in the second half of
the year due to lower levels of revenue combinet imicreased staffing and higher spending on imeest projects.

Interest and other non-operating expense was $#liomfor the second quarter of 2002 compared V§ihl million for the same period of
2001. The amounts reflected $5.7 million of intemgense on Moody’s $300 million of private plaesrhdebt in both periods.
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Offsetting interest income was lower in 2002 tha2001, primarily due to the use of cash on harfdrid the acquisition of KMV in 2002.

Moody'’s effective tax rate is 44.2% for 2002 compared4@% for 2001. The Company expects the effectixgate to decrease in the fut
as a greater portion of Moody’s business migraidewer tax jurisdictions.

Net income was $78.7 million for the second quasfe2002 compared with $55.5 million in 2001. Eags per share for the period w
$0.51 basic and $0.49 diluted in 2002, comparel $0t35 basic and $0.34 diluted in 2001.

Moody’s earnings per share for the second quaft2@@2 included $0.01 of dilution related to the KMcquisition. The dilution was less
than management had anticipated when the traneagis announced, principally because of lower thagected financing costs. Moody’s
has thus far funded the acquisition with a comliomadf bank loans and cash on hand rather thanlaitir-term debt, and has benefited from
favorable short-term financing costs. Managemetenids to pursue long-term financing for the actjoisiwhen it is appropriate in light of
cash requirements for share repurchase, whichredglllt in higher financing costs.

Segment Results
Ratings and Research

Second quarter 2002 Ratings and Research reversi$288.8 million, up 26.1% from $198.9 million imetsecond quarter of 2001. The
increase was primarily driven by strong growth irssland European structured finance, global firenestitutions and global research
revenue

Structured finance revenue was $97.7 million ferd$bcond quarter of 2002, an increase of 43.0% $®813 million in the 2001 quarter.
Strong growth was achieved in several U.S. maretioss, including residential and commercial magtgeacked securities, credit derivati
and asset-backed securities. International stredtfinance revenue grew approximately 60% verseiséime quarter of last year, as strong
secular growth continued in Europe and Japan.

Corporate finance revenue was $66.3 million ingbeond quarter of 2002, up 5.9% from $62.6 milliothe second quarter of 2001 mainly
based on growth in the European market. Excludiegvery large media and telecommunications isstifeed®?001 second quarter, European
corporate issuance dollar volume rose 16%. In tf&,Whe dollar volume of corporate investment grisduance fell approximately 19%
versus the prior year quarter reflecting continuegikness in business investment and slower refinguactivity.

Revenue in the financial institutions and sovereigk group was $44.1 million for the second quaofe2002, an increase of 34.0% from
$32.9 million for the same period of 2001. The dollolume of issuance for U.S. investment gradarfaial institutions rose 15% compare:
second quarter 2001, as investor demand increasetbdhe relative absence of credit difficultieghe sector. In Europe, the number of
issues for banks and financial institutions inceeb$9% in the second quarter compared to 200Mdditian, revenue increased in a numbe
areas, including frequent issuer programs, inswéinancial strength ratings and bank deposit gatin

Public finance revenue of $20.4 million for the med quarter of 2002 was up 14.6% from $17.8 milfimnthe 2001 second quarter. Issuance
volume in the U.S. municipal bond market grew 21éflecting the favorable interest rate environnmamd less pay-as-you-go financing by
municipal borrowers.

Research revenue increased 28.9% to $22.3 milliotheé second quarter of 2002, from $17.3 millionthe same period in 2001. The strong
growth reflected increased sales of products tstiexj customers and the addition of new customers.

Operating, selling, general and administrative esps for Ratings and Research, including corpergienses, were $98.2 million for the
second quarter of 2002. This reflected an incre&$®&.7 million or 7.3% over the same period of 200he principal drivers of the increase
were higher compensation and related costs to suppsiness expansion, primarily in Europe andglioeal structured finance business.
Depreciation and amortization was $3.0 millionttee second quarter of 2002 versus $2.6 milliorthersame period of 2001.
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Ratings and Research operating income of $149l&mfor the second quarter of 2002 was up 42.78mf$104.8 million in the same period
of 2001.

Moody’'s KMV

Moody’s KMV reported revenue of $20.7 million inetlsecond quarter of 2002, compared to $6.3 mifllorsecond quarter of 2001. The
2002 figure included post-acquisition revenue fi§MV of $12.0 million. Excluding KMV, revenue for thformerly-named Moody’s Risk
Management Services (“MRMS”) increased 38.1% t@ $8illion in the second quatrter, reflecting increisales of credit decisioning
software and credit risk assessment products.

Operating, selling, general and administrative esps for Moody’s KMV were $20.1 million for the sexl quarter of 2002 compared with
$5.7 million for the same period of 2001. ExcludkiV operating expenses of $9.2 million and oneetiatquisition related charges of

$2.5 million, operating expenses would have beea #8llion for the second quarter of 2002 comparedi5.7 million for the same period in
2001, a 47.4% year-over-year increase. This inerpamarily reflected higher compensation and bigcests to support business expansion,
as well as increased consulting costs to suppertpreduct development. Depreciation and amortizatias $3.2 million for the second
quarter of 2002 versus $1.4 million for the sameqakeof 2001. This increase primarily reflected atization of $1.8 million related to
acquired KMV software and intangible assets.

Moody's KMV reported an operating loss of $2.6 roifl for the second quarter of 2002 compared tsa ¢ $0.8 million for the same period
of 2001. Excluding the impact of KMV operating réspyamortization of acquired software and intafgyéssets, and one-time acquisition
related charges, the segment would have reportegerating loss of $1.1 million for the second deaof 2002.

Six Months Ended June 30, 2002 Compared With Six Mdhs Ended June 30, 2001
Total Company Results

Total Moody'’s revenue for the first half of 2002s503.1 million, an increase of $117.7 million36r5% from $385.4 million in the first
half of the prior year. The Compasystrong revenue performance principally refleetedntinuation of the momentum in a number of sa
in the U.S. and international ratings businessdhate the Company’s strong growth in 2001. Exalgdbost-acquisition revenue from KMV
of $12.0 million, Moody’s achieved revenue growft2@.4% over the prior year period.

Revenue in the United States was $339.9 milliortHerfirst half of 2002, an increase of $61.9 miilior 22.3% from $278.0 million in the

first six months of 2001. Strong growth in ratirrggenue drove much of the increase, principallieoting higher issuance volumes in sev
market sectors, including residential and commémi@tgage-backed securities, asset backed sesyyritollateralized debt obligations, banks
and financial institutions and municipal bonds. lBding KMV revenue of $3.8 million, U.S. revenueiaased 20.9% to $336.1 million.

Moody'’s international revenue was $163.2 milliorthe first half of 2002, an increase of 52.0% dbE07.4 million in the same period of
2001. This growth was driven primarily by higherr&pean structured finance and financial institigioatings revenue. International research
revenue grew 32% over the first half of 2001. Egaig KMV revenue of $8.2 million, international ewe increased 44.3% to

$155.0 million in the first half of 2002. Internatial revenue accounted for 32% of total Moody’sraie in the first half of 2002, up from
28% in the same 2001 period.

First half 2002 operating income of $281.7 milliwas up 45.4% from $193.8 million in the first haff2001. Moody’s operating margin for
the first half of 2002 was 56%, up from 50% in ylear earlier period and above our long-term tarfje¢. strong operating income growth in
2002 principally reflected higher than expecteceraie growth without a proportional increase infstgf Moody’s expects the margin to
decline in the second half of the year due to loreels of revenue combined with increased stafind higher spending on investment
projects.

Interest and other non-operating expense was $iillién for the six months ended June 30, 2002 carag with $7.6 million for the same
period of 2001. The amounts reflected $11.4 millbkbmterest expense on Moody’s $300 million ofvate placement debt in both periods.
Offsetting interest income was lower in 2002 tha2001, primarily due to lower interest rates amelise of cash on hand to fund the
acquisition of KMV in 2002.
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Moody'’s effective tax rate is 44.2% for 2002 compared4a@% for 2001. The Company expects the effectxedte to decrease in the fut
as a greater portion of Moody’s business migraidewer tax jurisdictions.

Net income was $151.3 million for the first six ntlog: of 2002 compared with $103.5 million in 2004&rings per share for the first half
2002 were $0.98 basic and $0.95 diluted, compai#d$0.65 basic and $0.64 diluted for the firstflwdl2001.

Moody’s reported earnings per share for the fiedt bf 2002 included $0.01 of dilution related bketKMV acquisition, as further described in
the review of second quarter results above.

Segment Results
Ratings and Research

Ratings and research revenue was $474.3 millidharfirst six months of 2002, up 26.9% from $37®i8ion in the first half of 2001. The
increased revenue was driven primarily by stroraywgin in U.S. and European structured finance, dlfibancial institutions and global
research revenue.

Structured finance revenue was $186.3 million lier first half of 2002, an increase of $58.9 millmm46.2% from $127.4 million in the first
half of 2001. The increase was due to strong gramthe U.S. across several market sectors incfudisidential and commercial mortgage-
backed securities, credit derivatives and assektdshsecurities. International structured finanaeneie grew more than 80% versus the same
period of last year, due primarily to strength ur&pe and Japan.

Corporate finance revenue was $124.3 million infitst half of 2002, up 6.1% from $117.1 million tine first six months of 2001. Excluding
the very large telecommunications and media bomgsviduring the first half of 2001, European corpoiasuance dollar volume rose nearly
16% year-to-year. Issuance dollar volume in the. th@&stment grade corporate market declined ab@ufor the first half 2002 compared
with the prior year period, reflecting continuedakress in corporate capital spending and mergeaequaisition activity as well as lower
refinancing activity.

Revenue in the financial institutions and sovereigk sector was $81.8 million for the first six ntbs of 2002, an increase of $17.5 milliol
27.2% from $64.3 million in the first half of 200This reflected a 26% increase in U.S. bond isseiémthe first half of 2002 compared to-
first half 2001, due to refinancing of short-terebtito long-term debt and increased investor denf@rthese issues. In Europe, the number
of transactions in this sector was up 11% fromstime period in the prior year. In addition, reveimeeeased in a number of areas, including
frequent issuer programs, insurance financial gtreratings and bank deposit ratings.

Public finance revenue increased 23.7% to $38.llomifor the first half of 2002, from $30.8 millian the 2001 first half. Year-to-year
growth of 19% in U.S. municipal bond volumes wass thain driver of this performance. The volume glowhs about evenly split between
new issues and refinancings, and reflected therédnle interest rate environment as well as lowgrgsyou-go financing by municipal
borrowers.

Research revenue grew 28.1% to $43.8 million ferfitst half of 2002, up from $34.2 million in tisame period in 2001, reflecting increased
sales of products to existing customers and th&iadaf new customers.

Ratings and research operating, selling, genedhbdministrative expenses, including corporate lowad, were $181.5 million for the six
months ended June 30, 2002, an increase of $9ibmibr 5.5% over the same period of 2001. Thiseéase was principally due to higher
compensation and related costs to support busaxgasion, primarily in Europe and the global strieed finance business. Depreciation
amortization expense was $6.1 million for the fiist months of 2002 versus $5.4 million for the sgmariod of 2001.

Ratings and research operating income of $286.[fomilor the six months ended June 30, 2002 waé610% from $196.4 million in the
same period of 2001.

Moody’'s KMV
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Moody’s KMV reported revenue of $28.8 million iretfiirst half of 2002 compared to $11.6 million foe first half of 2001, an increase of
148.3%. Excluding post-acquisition revenue from Kidi$12.0 million, revenue for the formerly-nameaddly’s Risk Management
Services business grew 44.8% to $16.8 million enfitst half of 2002. The revenue growth principakflected increased sales of credit
decisioning software and credit assessment products

Operating, selling, general and administrative esps were $29.6 million for the six months endetwXR0, 2002 compared with

$11.5 million in the same period of 2001. ExcludiigV-related expenses of $11.7 million (consistofgperating expenses and one-time
acquisition-related charges), operating expensesdiave been $17.9 million for the first half ¢f® compared to $11.5 million for the
same period in 2001, a 55.7% year-over-year inetelsis increase primarily reflected higher compéios and benefit costs to support
business expansion, as well as increased consulstg related to new product development. Depiieniand amortization was $4.2 million
for the first six months of 2002 versus $2.7 milliimr the same period of 2001; the year-to-yeareiase primarily reflected amortization of
$1.8 million related to acquired KMV software amtbingible assets.

Moody’s KMV reported an operating loss of $5.0 il for the six months ended June 30, 2002, conap@re loss of $2.6 million for the
same period of 2001. Excluding the impact of KM¥jgerating results, amortization of acquired sofenand intangible assets and one-time
acquisition related charges, the segment operisgwould have been $3.5 million for the firstflaf2002.

Liquidity and Capital Resources

Net cash provided by operating activities was $a h8illion and $133.5 million for the six months eadJune 30, 2002 and 20(
respectively. Income tax payments in the first b&l2002 included approximately $50 million thatwie normally have been paid in the
fourth quarter of 2001 but were deferred into & fjuarter of 2002. In addition, payments foilopgear incentive compensation were
approximately $38 million higher in 2002 than irD20 These impacts were partially offset by growtimét income of $48 million in the first
half of 2002 versus the prior year period.

Net cash used in investing activities was $212 [ianifor the six months ended June 30, 2002 coegpavith $10.7 million for the san
period of 2001. The 2002 amount included the $2illlom purchase price for the acquisition of KMV April 2002. The 2001 amount
included expenditures of $4.1 million for equity@stments in emerging market rating agencies.

Net cash provided by financing activities was $niion for the first half of 2002 compared to retsh used in financing activities of $7
for the 2001 period. The significant differenceB02 primarily reflected lower spending for repuasés of the Company’s stock

($32.9 million in 2002 compared to $96.5 million2801) and higher proceeds and related tax beriedits exercises of employee stock
options ($54.4 million in 2002 compared to $34.@iom in 2001). During the second quarter of 200%, Company borrowed $81 million
under its bank revolving credit facility to partiafund the KMV acquisition; amounts outstandingreveepaid prior to June 30, 2002.
Dividends paid in the first half of 2002 and 200&res$13.9 million and $14.2 million, respectively.

In connection with the 2000 Distribution, Moody’'sisvallocated $195.5 million of debt at Septembe2800. Moodys funded this debt wit
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 payable (the “Notés"a private placement. The Notes have a figar term and bear interest at an annual r:
7.61%, payable semi-annually. The cash proceedstine private placement were used in part to répayutstanding balance on the
revolving credit facility and to repay the briddgped of credit. In the event that Moody’s pays alpart of the note in advance of its maturity,
(the “prepaid principal”), such prepayment will figbject to a penalty calculated based on the exifesy/, of the discounted value, as
defined in the agreement, of the remaining scheldpdyments over the prepaid principal.

The revolving credit facility (the “Facility”), with was undrawn as of June 30, 2002, consists $8amnillion 5-year facility and an

$80 million 364-day facility. Interest on borrowmgnder the 5-year facility is payable at rates &#ha based on the London Interbank Offered
Rate (“LIBOR”) plus a premium that can range betw#8 basis points and 50 basis points dependirtgeo@ompany’s ratio of total
indebtedness to earnings before interest, tax@sedation and amortization (“EBITDA”), as definedthe related agreement. At June 30,
2002, such premium was 22 basis points. Interesborowings under the 364-day facility is payaltleades that are based on LIBOR plus a
premium of 30.5 basis points. The Company also fagibity fees, regardless of borrowing activityden the Facility. The fees for the 5-year
facility can range from 7 basis points to 12.5 gasiints depending on the Companyatio of total indebtedness to EBITDA, and welwa8is
points at June 30, 2002. The fees for the 364-dailitly are 7 basis points. As noted below and nfollg discussed in Note 3, in April 2002,
Moody'’s used this Facility to initially fund a parh of the purchase price for the KMV
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acquisition; amounts outstanding under the Faaciligye repaid prior to June 30, 2002. The Comparyiigently in discussions with the
lenders to renew the 364-day facility.

The Notes and the Facility (the “Agreements”) camtavenants that, among other things, restricathibty of the Company and its
subsidiaries, without the approval of the lend&rgngage in mergers, consolidations, asset satbsade-leaseback transactions or to incur
liens and require the Company to maintain certaiarfcial ratios. The Notes and the Facility alsotam financial covenants that, among
other things, require the Company to maintain agr@st coverage ratio, as defined in the Agreementsot less than 3 to 1, and a ratio of
total indebtedness to EBITDA, as defined in theg®gnents, of not more than 4 to 1. At June 30, 200Zompany 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 coutduw.

At June 30, 2002 Moody'’s did not have any relatigps with unconsolidated entities or financial parships, such as entities often referred
to as special purpose entities, which would hawnlestablished for the purpose of facilitating ledfance 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, which provides quiative estimates of credit default
risk and values of credit sensitive financial ingtients, and develops and distributes credit rishkagament software and other related
products and services used by banks, money managersther financial institutions in their comniartéending, portfolio management and
other activities, in an all-cash transaction fot@2nillion. The transaction was initially fundedtiwva combination of cash on hand and

$81 million of borrowings under Moody'’s existingrisacredit lines. Prior to June 30, 2002, the Corypapaid the borrowings under the
bank credit lines.

Moody'’s expects to have positive operating casw flas well as after-tax free cash flow, for thediisyear 2002. The Company currently
intends to use the majority of such free cash tiowontinue its share repurchase program. Howewsr projections of future cash needs and
cash flows are subject to substantial uncertaRéfer to “Managemenrg’Discussion and Analysis, Additional Factors TMay 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 Moodg@srporation authorized a share repurchase progfam @ $250 million, which amount
was subsequently increased to $300 million. Thegramnm includes both special share repurchases atehsstic repurchases of Moody’s
common stock to offset the dilutive effect of shimsiance under the company’s employee and digestock plans. The Company completed
that program in late 2001 and in October 2001 tbarB of Directors authorized an additional progfrap to $300 million.

During the first half of 2002, the Company repus#d 0.9 million shares of its common stock at al tubst of approximately $33 million,
bringing total repurchases to 12.2 million shates eost of approximately $372 million. This inckgd4.1 million shares to offset issuances
under Moody’s stock plans. Moody’s anticipates ctatipg the current $300 million share repurchassgy@mm by mid-2003. Moody’s has
thus far funded the KMV acquisition with a combipatof bank loans and cash on hand rather thanlaitt-term debt, and has benefited
from favorable short-term financing costs. Managenigends to pursue long-term financing for thquasition when it is appropriate in light
of cash requirements for share repurchase, whittliegult in higher financing costs.

On July 23, 2002, the Board of Directors of the @amny approved a quarterly dividend of 4.5 centsspare of Moody’s common stock,
payable on September 10, 2002 to shareholdersofdeat the close of business on August 20, 2002.

Contingencies

Moody'’s is involved in legal and tax proceedindajras and litigation arising in the ordinary courdfebusiness. Management periodically
assesses the Company’s liabilities and contingsngieonnection with these matters, based upoftathst information available. For those
matters where the probable amount of loss candsonably estimated, the Company believes it hasded appropriate reserves in the
consolidated financial statements. In other ingtanbecause of the uncertainties related to betprthbable outcome and amount or range of
loss, management is unable to make a reasonabteatsof a liability, if any. As additional inforrtian becomes available, the Company
adjusts its assessments and estimates of suclitigstaccordingly.
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Based on its review of the latest information aafalié, in the opinion of management, the ultimability of the Company in connection with
pending legal and tax proceedings, claims andhlitign will not have a material adverse effect onolligs financial position, results of
operations or cash flows, subject to the contingendescribed below.

In order to understand the Company’s exposuredqttiential liabilities described below, it is imant to understand the relationship
between Moody’s and New D&B, and the relationshippag New D&B and its predecessors and other pasties through various corporate
reorganizations and contractual commitments, hasaraed varying degrees of responsibility with respesuch matters.

In November 1996, The Dun & Bradstreet Corporatioough a spin-off separated into three separdigooompanies, The Dun &
Bradstreet Corporation, ACNielsen Corporation (“A€Nen”) and Cognizant Corporation (“Cognizanthgt1996 Distribution”). In June
1998, The Dun & Bradstreet Corporation though a-gff separated into two separate public comparike,Dun & Bradstreet Corporation
and R.H. Donnelley Corporation (“Donnelley”) (th£998 Distribution”). During 1998, Cognizant througlspin-off separated into two
separate public companies, IMS Health IncorporéiddS Health”) and Nielsen Media Research, Inc. FIR”). In September 2000, The D
& Bradstreet Corporation (“Old D&B”) through a spirfif separated into two separate public compamiesv D&B and Moody’s, as further
described in Note 1, Background and Basis of Ptasen.

Information Resources, Inc

On July 29, 1996, Information Resources, Inc. (*)Riled a complaint in the United States Distri@burt for the Southern District of New
York, naming as defendants the corporation theminas The Dun & Bradstreet, A.C. Nielsen Compangulasidiary of ACNielsen) and

IMS International, Inc. (a subsidiary of the compaimen known as Cognizant). At the time of thenfjliof the complaint, each of the other
defendants was a subsidiary of The Dun & Bradsteeporation.

The complaint alleges various violations of Unigtdtes antitrust laws, including purported violafi®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 IRI when it agreed to bauaied by the defendants and that the defendantz@®ISRG to breach that agreement.

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

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 Indemnrétyd Joint Defense Agreement.
However, as between themselves, each of New D&BMwoaldy’s will be responsible for 50% of any payneetd be made with respect to the
IRI action pursuant to the 1998 Distribution Agresy 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 Res

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 theimgs of Russia and Russian debt since 1996. AF&liEBes 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. Allegingnfoand several liability, AFPER seeks damages pfapmately $3.0 billion plus legal
costs. Moody’s believes the allegations lack legdhctual merit and intends to vigorously contastaction.
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Tax Matters

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 nomaealkew by tax authorities.

Pursuant to a series of agreements, as betweens¢hars, IMS Health and NMR are jointly and sevgrhdible to pay one-half, and New
D&B and Moody'’s are jointly and severally liablepay the other half, of any payments for taxesagstiued interest resulting from
unfavorable IRS rulings on certain tax matters ligding the matter described below as “Amortizatitxpense Deductions” for which New
D&B and Moody's are solely responsible) and certatmer potential tax liabilities after New D&B andMoody’s pays the first $137 millio
which amount was paid in connection with the mat&scribed below as “Utilization of Capital Losses”

In connection with the 2000 Distribution and pursiu® the terms of the related Distribution Agreatm&lew D&B and Moody’s have,
between themselves, agreed to each be financedfyonsible for 50% of any potential liabilitiestthaay arise to the extent such potential
liabilities are not directly attributable to the@spective business operations.

Without limiting the generality of the foregoindprée specific tax matters are discussed below.

Royalty Expense Deductio

During the second quarter of 2002, New D&B receigedotice of Proposed Adjustment from the IRS witbpect to a transaction entered
into in 1993. In this notice the IRS proposed watlow certain royalty expense deductions claime®lad D&B on its 1994, 1995 and 1996
tax returns. New D&B disagrees with the positidketaby the IRS in its Notice and has filed a respanbrief to this effect with the IRS. If
the IRS were to issue a formal assessment consigténthe Notice and were to prevail in its pasiti then New D&B would be required to
pay the assessment. If New D&B were to challengeagsessment in U.S. District Court rather thdd.# Tax Court, then a payment of the
disputed amount would be required in connectiom witch challenge. Should any such payments be maew D&B, then pursuant to the
terms of the Distribution Agreement, Moody’s wollalve to pay to New D&B its 50% share. The Compatyretes that its share of the
potential current liability for this transactionudd be up to approximately $45 million (includingérest, net of tax benefits). Moody’s also
could be obligated for future interest paymentst®share of such liability.

Amortization Expense Deductio

The IRS has requested from New D&B documentatidh vaspect to a transaction executed in 1997 winetd result in amortization
expense deductions from 1997 through 2012. It ssibte that the IRS could ultimately challenge ¢hdeductions and that New D&B could
make payments to the IRS related to previouslyradi deductions. In that event, Moody’s would beunel to pay to New D&B its 50%
share of New D&B’s payments to the IRS. In additisinould New D&B discontinue claiming the amortiaatdeductions on future tax
returns, Moody’s would be required to repay to N2&B an amount equal to the discounted value cdb@%o share of the related future tax
benefits. New D&B had paid the discounted valuéutidre tax benefits from this transaction in casivibody’s at the Distribution Date.
Management estimates that the Company’s curreenpiat exposure related to this matter is $81 onill{including interest, net of tax
benefits). This exposure could increase by appratety $2 million to $4 million per year, dependimig actions that the IRS may take with
respect to assessments and on whether New D&Bnemdiclaiming the amortization deductions on sréurns.

Utilization of Capital Losses

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 assessméhtraspect 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.

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, and New D&B is
contesting the IRS’ assessment. New D&B has indit#tat it would also contest the assessment @les or other amounts, if any, in
excess of the amounts paid. Moagl{yad previously accrued its share of the probaidity arising from the utilization of these dégd losse!
and does not anticipate any further income statéaterges or cash payments related to IRS assetsfoethis matter.

Subsequent to making its May 2000 payment to ti& IRIS Health sought partial reimbursement from NitRler their 1998 distribution
agreement (the “IMS/NMR Agreement”). Neither thenGgany nor Donnelley was a party to the IMS/NMR Agrent.
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NMR paid IMS Health less than the amount soughitMi$ Health under the IMS/NMR Agreement and, in 2004S Health filed ar

arbitration proceeding against NMR to recover tiffeence. IMS Health sought to include Donnelleythis arbitration, arguing that if NMR
should prevalil in its interpretation of the IMS/NMRreement, then IMS Health could seek the sanegpnetation in an alternative claim
against Donnelley. During the first quarter of 200 arbitration panel ruled that Donnelley prdpbelonged as a party to the arbitration. If
NMR should prevail in the arbitration against IM&adlth and, in turn, IMS Health should prevail agaiDonnelley, then the Compa

believes that the additional liability to Donnellepuld be approximately $15 million, net of tax kéts, and under the terms of the 2000
Distribution Moody’s and New D&B would be responisilfor one-half of such amount. The Company bekabat the claim asserted against
Donnelley by IMS Health is without merit.

Summary of Moodg Exposure to Three Tax Matters

The Company has considered the range and prolyadfiljgotential outcomes related to the three taktenscaptioned above and believes that
it has adequate reserves recorded in its consetidatancial statements for its current exposurth@se matters. However, the potential cash
outlays resulting from these matters, which weenfty estimate could be as much as $134 millionjdbe material and could increase with
time as described above.

Regulation

Moody'’s credit rating business is subject to retjoiain the U.S. and other jurisdictions. The US&curities and Exchange Commission (the
“SEC”) recently has commenced a study of the role andifumof credit rating agencies in the operatiorthaf U.S. securities markets. Unu
the Sarbanes-Oxley Act of 2002 the SEC is to isstaport on its study by January 2003.

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-lookingtestaents and other information are made as of tteafahis Form 10-Q, and the
Company disclaims any duty to supplement, updatevise 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 intenasts and other volatility in the financial markgisssible loss of market share through
competition; introduction of competing productg@chnologies by other companies; pricing pressiuoes competitors and/or customers; the
potential emergence of government-sponsored aratitilg agencies; proposed U.S., foreign, statd@eal legislation and regulations,
including those relating to nationally recognizéatistical rating organizations; the possible loskey employees to investment or
commercial banks or elsewhere and related comgensaist pressures; the outcome of any review Ioyrobling tax authorities of the
Company’s global tax planning initiatives; the &hibf the Company to successfully integrate the\Kkhd MRMS businesses; a decline in
the demand for credit risk management tools bynfired institutions; and other risk factors as dssmd in the Company’s Annual Report on
Form 10-K for the year ended December 31, 200limother filings made by the Company from timeitod with the Securities and
Exchange Commission.

Item 3. Quantitative and Qualitative Disclosures abut Market Risk

There has been no significant change in the Conipaxposure to market risk during the first hal2002. For a discussion of the
Company’s exposure to market risk, refer to Item @antitative and Qualitative Disclosures abouthdaiRisk, contained in the Compaay’
Annual Report on Form 10-K for the year ended Ddwem31, 2001.

PART Il. OTHER INFORMATION
Item 1. Legal Proceedings

Moody'’s is involved in legal proceedings of a nataonsidered normal to its business. In additioopt¥y’s is involved in certain other legal
proceedings discussed under “Contingencies” in Bdtem 2 of this Form 10-Q.
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Item 4. Submission of Matters to a Vote of Securityolders
The shareholders of the Company voted on teras at the Annual Meeting of Shareholders heldnil 23, 2002:
1. the election of three directors, to terms ending005; anc
2. aproposal to ratify the appointment of PricewadedeCoopers LLP as independent accountants for.
The results of the votes are as follows:

1. Votes cast for election of directol
Nominee Votes For  Votes Withheld
Mary Johnston Evar  137,686,35¢ 1,557,78¢
Robert R. Glaube  137,718,25% 1,525,88¢
Connie Mack 136,964,02¢ 2,280,12C

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

629,67 abstention:
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 R&gint dated June 15, 1998, as amended effectinee3y 1998, and as further
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 Registrasb(porated by reference to Exhibit 3.2 of the Regnt’'s Registration
Statement on Form 10, file numbe-14037, filed June 18, 199

99. ADDITIONAL EXHIBITS

1  Certification Pursuant to 18 U.S.C. Section 1350Adopted Pursuant to Section 906 of the Sarl-Oxley Act of 200z

2 Certification Pursuant to 18 U.S.C. Section 1350Adopted Pursuant to Section 906 of the Sarl-Oxley Act of 200z
(b) Reports on Form 8-K:

The Company filed a Current Report on F8r on April 15, 2002, on which information wagpoeted under ltems 2 and 7.

The Company filed a Current Report on F8FKY/A on June 26, 2002, on which information waparted under ltem 7.
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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: August 14, 2002 By: /s/ JEANNE M. DERING
Jeanne M. Dering
Senior Vice President and
Chief Financial Officel

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

Charles R. Bruschi
Vice President and
Corporate Controlle
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Exhibit 99.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of MoodZserporation (the “Company”) on Form 10-Q for theipé ended June 30, 2002 as filed
with the Securities and Exchange Commission ori#tte hereof (the “Report”), I, John Rutherfurd, @hief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. § 135Gdmpted pursuant to Section 906 of the Sarbanesy@dt of 2002, that to the best of my
knowledge:

(1) the Report fully complies with the vgments of section 13(a) of the Securities Exgleafsct of 1934; and

(2) the information contained in the Regairly presents, in all material respects, timaficial condition and results of operations
of the Company.

/s/ JOHN RUTHERFURD, JF

John Rutherfurd, Jr.
Chief Executive Office

August 14, 200:
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Exhibit 99.z

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of MoodZserporation (the “Company”) on Form 10-Q for theipé ended June 30, 2002 as filed
with the Securities and Exchange Commission ord#tte hereof (the “Report”), I, Jeanne M. Deringie€Fkinancial Officer of the Company,
certify, pursuant to 18 U.S.C. 8 1350, as adoptedyant to Section 906 of the Sarbanes-Oxley ARDOR, that to the best of my knowledge:

(1) the Report fully complies with the requirementsettion 13(a) of the Securities Exchange Act of412®d

(2) the information contained in the Report fairly mets, in all material respects, the financial cbadiand results of operations of 1
Company

/sl JEANNE M. DERINC

Jeanne M. Dering
Chief Financial Officer
August 14, 200:
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